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Conclusions

+ New trends are driving changes.
+ Balancing among competing objectives and
modelsis achallenge.

¢ There are opportunities for numerous
business models and financing mechanisms
to succeed. But current successis skewed.

+ Regulation remains a key factor for success.

+ Public education, public involvement, and
transparency also remain key to success.
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New Trends and Important Drivers

¢ Generd Issues

— New global interest; Millennium Development
Goals,...

¢ Public Models
— “Re-engineering”
— Corporatization
¢ Private Models
— Public opposition and concern

— Movetowards leases, O& M contracts; Away from
concessions,

— Move toward wastewater; away from water

supply.
Pacific
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New Trends and Important Drivers

¢ Financing

— High capital costs; full-cost pricing;
¢ Demand Management

— Potential to reduce capital needs; less cost; faster
¢ Scale

— Regionalization; PoU; On-Site
¢ Public Involvement and Equity

¢ Global Climate Change
— Potential to increase costs; reduce reliability;
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Financing Issuesin the Water Sector:
High Capital Intensity

Ratio of Utility Plant to Revenue in Electricity, Gas, and Water
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Characteristics of the Water Sector:
Typically Publicly Owned, Operated, and
Financed
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Main Business Models: Public/Private

Table 1. Matrix 1: Allocation of PublicPrivate Responsibilities Across Different Forms
of Private Involvement in Woter Servicas
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Financing Innovations

+ National governments are shifting financing
to local governments and the private sector.

¢ Currency risk forcing more local financing.
+ Municipalities need to be able to incur debt:
— Revolving loan fundsin the U.S.
— Municipa bonds
— Guarantees for private investment

¢ Micro-financing for local and community
projects?

Pacific
Institute




Scale Issues in the Water Sector

¢ Typicaly, centralized systems.

+ New effortsinclude regiona systems,
point-of -use and closed-loop sys{ems,
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Innovations. On-Site Systems

+ Range of systems from low-energy, |ow-technology
systems to small-scale conventional plants

¢ Peri-urban, rural, and greenfield areas

+ Becoming required to sell new homesin water
stressed urban areas in many emerging economies

+ Challenges: private ownership, equitable access to
water services for all, regulation and monitoring
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Public Involvement/Equity and
Governance in the Water Sector
¢ Water is apublic good as well as an economic
good.

¢ Traditional centralized provision of water
servicesis aclassic monopoly; some new
options.

¢ Public oversight and regulation is required to
protect public goods.

¢ Hence, governance is key to successful
planning and management systems.
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Challenges and Opportunities
in the Water Sector

¢ Largeinvestments are needed, but estimates
vary enormously depending on assumptions.

¢ Thereis growing competition for public
resources and alegacy of underinvestment.

+ Environmental concerns are new key issues:
climate change, water scarcity, pollution.

¢ Public involvement is key, but complicated.
+ New technologies have arole.
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Private Moddl: Trend To Wastewater
(just OECD/BRIC)

Water and Wastewater Contracts: 1985-2004
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Private Moddl: Trend to Domestic Private
Contracts

Multinational vs. Domestic Private Contracts. 1985-2004
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A Focus on China

Water projects with private participation by income group. 1990-

2005
Projects
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Conclusions
+ New trends are driving changes.

+ Private financing is not filling the gap;
public financing remains critical, but too
low.

+ Private sector participation, asawhole, is
not afailure. But understanding the
successful business models and financing
mechanismsis key.

¢ Private-sector participation is skewed
toward higher end of developing markets.
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Conclusions

+ We continue to fail to meet the most basic
needs in the poorest countries and regions.

+ Better efforts are required for these unmet
needs.

¢ Public oversight remains a key factor for
success.

¢+ Public education, public involvement, and
transparency also remain key to success.
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