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Introduction

The water and waste sector lags sadly behind other infrastructure sectors in the private
investment it receives, accounting for only 5%5 of the total including energy, telecoms and
transport. By the end of 2006 526 PSP projects worth a cumulative total of $53 billion had been
closed in the water and waste sector in developing countries and a further amount in the
developed countries. In terms of numbers of people served, the private water sector accounts
for 10-12% of the world’s population in 2008, double the proportion ten years ago and the share
is expected to increase.

There has been an increasing number of reversals, especially in Latin America and Africa. 53 PPI
projects have been cancelled or were in distress, totalling $16.4 billion by the end of 2006. 53%
of cancellations were in Latin America and 47% in Asia Pacific. The cancellations have not all
been one sided, they have been instigated either by governments, by popular opposition or by
the concessionaires. The increasing opposition and politicisation of water privatisation should not
be ignored because it will not go away. Anti-privatisation activists have succeeded in forcing a
number of reversals of PSP contracts and opposition has been especially strident in Africa and
South America. Those in favour of privatisation tend to see water as an economic proposition.
Governments are concerned with their responsibility to provide a service to the people and they
accept that commercial profit may be a part of this. It may also be more efficient and cheaper.
Those who are against privatisation hold the position that water is a basic human right, that
should be available to everyone, if necessary at no cost to the consumer.

Historically two French companies, Suez/Ondeo and Vivendi/Veolia and more recently a third
Saur/Bouygues, have been the global leaders in private water and sanitation provision. With the
advent of liberalisation and privatisation in the energy markets a number of energy
multinationals entered the water and waste markets, primarily because they saw limits to
investment opportunities and profitability in their traditional industries. Ten years of experience
and hard knocks has encouraged all of them to reassess their priorities, and to withdrawn from
high risk markets or reduce their exposure. In some case they have withdrawn form the water
business entirely. RWE, which in five years became the third largest water company in the world,
and ENEL have both announced that they are divesting most of their water interests to
concentrate on energy. A new group of national players and smaller private water companies has
emerged and the dominance of the large internationals is being eroded around the edges,
although they still remain very powerful.

Outline of the report

This report provides a comprehensive overview of the global water sector

The situation in each country regarding ownership and the regulation of the market

A global survey of water & waste deregulation

Types of water & waste privatisation

The reasons for liberalisation

An extensive series of tables, charts and graphics are contained in the report

*Also available with this report a comprehensive list of global regulators including -
country, region, regulator name, address, tel, fax and email (where available).

Price of report - £700

Price of Database - £230

Price of report & database package - £830

*For US Dollar and Euro prices please refer to www.absenergyresearch.com

*To purchase this report please complete the order form or for more information please contact:
info@absenergyresearch.com or call +44(0) 20 8432 6378
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2.4 PUPs - Public-public partnerships and ‘twinning’ in water
and sanitation, Continued

Main
components of
water and
sewage
systems

Industry
fragmentation

In some industries in which networks are important; gas, electricity, and
telecommunications, governments have put limits on the natural monopoly by
separating production from transmission through the network. Competing electricity
generators, for example, can send power to consumers using one network.

In the water sector the problem is complicated by the absence of a national water
grid. Nevertheless, the stages in delivery of water and sewage include a number
which are contestable and where competition can be introduced, such as
engineering services, metering, connecting new users and other activities.

In 1998 the UK government addressed this with the Competition Act, which took
effect on 1 March, 2000. This covered areas in which competition is enforced by the
regulator, including pricing, common carriage, contestable services, access to water
resources, connections to water mains, laying of mains and anti-competitive
agreements. Customers can appeal to the regulator against infringements of
competition in these areas.

Bulk starage
FESENVAIrS

Service
storage
rESEIVDirs

Wastewater _"'i Distribution
treatment i to customers
1 and waste-
Water

collection

Surface drainage

%+

Seorce: North West Water, "The Advanced Water Cycla” (1569),

The water industries around the world vary greatly in their degree of concentration.
The United States has 55,000 water companies and in Europe the average numbers
of companies per million inhabitants ranges from 0.13 in France to 88 in Germany.

Country Number
Germany 88.0
Netherlands 4.4
Italy 2.3
England and Wales 0.7
France 0.13

Continued on next page
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World survey of water & waste deregulation, Continued

The failures of privatisation (continued)

Assets Operational Model
Guinea Publicly owned. Africa’s first PSP concession, but
terminated.
Guinea-Bissau Publicly owned. PSP exists.
Liberia Publicly owned. Public.
Mali 55% state, 45% private owned. PSP exists.
Independent regulator exists.
Niger Publicly owned. PSP exists.
Independent regulatory authority.
Nigeria Publicly and provincially owned. Some private suppliers used.
Senegal Publicly owned. PSP introduced.
Sierra Leone Publicly owned. PSP exists.
Togo Publicly owned. Public.
SADC Southern Africa
South Africa Public and municipal ownership. PSP exists.
Angola Publicly owned. EDP PUP.
Botswana Publicly owned. Possible privatisation.
Lesotho Public provision. PSP under consideration.
Madagascar Public- ownership. Ondeo have a concession.
Malawi Publicly owned. PSP exists.
Mozambique Publicly owned. Informal water provision.

Independent regulatory authority.

First PSP concession awarded.

Namibia Public company.

Private distribution company.

Publicly owned.

Zambia Independent regulatory authority.

Public.

Zimbabwe Municipally owned.

Privatised but private contractor
withdrew.

South America

Mixed public, provincial, municipal and
Argentina private.
Independent regulatory authority.

A lot of privatisation, serving 60% of
the population.

Municipally owned.

Bolivia Independent regulatory authority.

PSP exists but many problems
occurred. Often cited by activists as
example against PSP.

27 state companies, 4,974 municipals.
Brazil Active small private sector providers, 63 small
companies in urban areas.

32 private concessionaires.
Privatisation to be increased.

53 regional public and mixed public-private

Chile companies. Independent regulatory authority.

All types of PSP. The private sector
has 70% of sector income.

A free market economy. Independent

Colombia regulatory authority.

All types of PSP.

Ecuador Publicly owned.

PSP exists.

Mixed public and private. Independent

Public and private. Aguateros, small

Paraguay regulatory authority. private water companies.
The industry is still municipally
Peru Publicly owned. Independent regulatory owned although there has been
authority. some contentious discussion of PSP.
Opposition remains.
Uruguay Publlcliy owned. Independent regulatory Privatisation is now illegal.
authority.
Venezuela Publicly owned. Some PSP concessions.

www.absenergyresearch.com
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4.1 EU water and waste directives and investment, Continued

Figure 4.1.1: Revision of EU Water Policy
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This will not be cheap. A study was conducted for the EU Commission between
1998 - 2000 to estimate the costs and employment linked to the investments
necessary for compliance with the EU directives.

Annual expenditures for the directives examined are estimated at €40 billion,
equivalent to 0.5% of EU-15 GDP. The investments between 1990 - 2010 will total
€260 billion, plus associated operating costs of €15 billion per year.

Over and above these environmental benefits, however, the expenditures are
estimated to provide half a million job opportunities per annum, equivalent to 3% of
Europe’s unemployed.

The study also reached two important conclusions about both the cost and the
employment opportunities: There is no simple explanation of cost differences
between member states. Higher expenditures occur in the developed parts of the
EU, reflecting the extent of environmental pressures, opportunity costs, demand for
environmental quality and a variety of country specific factors.

The pattern of job opportunities provided by the directives does not match the
distribution of European unemployment. It is unfortunate that areas where
unemployment is now highest will attract the lowest level of linked employment
opportunities.

Continued on next page
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In January 1999, the Ministry of Water adopted a Water Sector Policy. This policy
outlines the current situation and problems within the water sector, defines the
objectives of the government to address the issues and sets out the mode of
implementation.

Jamaica has made significant progress in providing water services to its people.
Across the country, as a whole, the percentage of households with piped water rose
from 61% in 1990 to 66% in 1997. Over the same period, the percentage of
households relying on water from rivers, springs and ponds fell from 5.7% down to
3.8%, while the use of pit latrines and other types of sanitation declined
commensurately.

Unfortunately, the poorest 20% of the population did not share in these
improvements. One third of the poorest households rely on standpipes for their
water, and 30% obtain their water from untreated sources such as rivers. Only 21%
of the poorest households have flush toilets.

The great majority of urban residents have access to safe piped potable water. In
the KMA, 97% of households have piped water and in other towns 79% of
households have this facility. Urban households without piped water rely
predominantly on standpipes. About half the standpipe users in urban areas travel
50 yards or less to fetch water. While coverage is good, reliability of supply to urban
households and industrial users is often erratic.

In recent years the National Water Commission has been incurring losses.
Currently, it comes close to covering its operating costs but does not generate any
surplus which could be used to finance investment and relies on the government to
finance new infrastructure. However, competing demands on the government
budget mean that this source has not been adequate to provide for the water
infrastructure needs of the country.

The Water Policy lays down a series of improvements. Among these the Office of
Utilities Regulation (OUR) has responsibility for the approval of fees and tariffs based
on prescribed / agreed water quality and service quality standards, minimum
standards of sewerage services coverage and other appropriate parameters.

Up to now, most finance for expansion of infrastructure has been provided to NWC
by grants from the government. However, the government now intends the sector to
access a wider range of sources of finance in the future, which will include:

o Millage (charges levied on consumers in addition to the tariff to fund new projects
from which they will benefit)

¢ Finance provided by the private sector

e Government grants for specific works with high social or environmental value

To relieve the government of the full burden of financing the sector, private
investment in new infrastructure and private operation of water services will be
encouraged. However, the government will continue to own and/or control, directly
or through designated entities such as the NWC, the natural resources and existing
infrastructure assets.

Privatisation is regarded as a part of government strategies to secure economic
benefits for Jamaica and not an end in itself. Private participation in the Water and
Sewerage Sector is expected to bring improvements in the availability, quality and
cost effectiveness of services being delivered. The government is investigating the
complete range of private options open to it.

www.absenergyresearch.com
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