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Water PPP has been controversial… 

 Huge initial expectations back in the 1990s… 

 Several highly publicized projects failures: 

 Doubts about the validity of this approach for 

reforming water utilities in developing countries 

 Little objective performance data available, even 

though more than 250 PPPs for water utilities were 

awarded in 61 developing countries since 1990 

Two decades of PPPs: what is the true story? 



The WB study on the experiences 

with water PPPs 

 Focus on developing and emerging countries 

 2 years of work involving many Bank staff and 

more than 15 individual consultants to gather data 

 Goal was NOT to determine whether private 

management is more efficient than public 

management, but to determine whether PPPs are 

a viable option to help reform poor water utilities 

in developing countries, based on objective 

performance data 
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Scope of the WB study 

   PPP projects where a private operator took over the 
management of utility services (no BOTs or service 
contracts), urban utilities > 25,000 served, more than 
5 years of contractual operation (3 years for MCs)  

   1) Historical trend:  statistics on new awards and 
terminations, yearly evolution of population served 

   2) Performance review: look at indicators 

 focus on the impact of water PPPs i.e. net 
improvement instead of contractual compliance 

 65 PPP projects reviewed: 100 million people 
served (half of total, 80% of target sample) 
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What is the performance of 

water PPPs?  

1: Data on contracts 

cancellations and market growth 
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A series of well publicized difficulties 

 Several terminations of PPP contracts: Bolivia 
(Cochabamba, la Paz – El Alto), Argentina 
(Tucuman, BA province, Buenos Aires, Santa Fe), 
Sub-Saharan Africa (Mali, Chad, Dar El Salam) 

 Many countries going back to public management at 

end of a PPP contract: Venezuela, Turkey, Jordan… 

 These cases have largely contributed to the current 

mood that water PPP is a failed approach in 

developing countries  

but are a few trees hiding the forest? 
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Most water PPP projects are still in 

place, despite well-known cancellations 

 84% of PPP projects awarded for water utilities since 1991 are still 

active, only 9% were terminated early (but 50% in SSA) 

 Only two PPP contracts “in distress” by the end of 2008 

Water utility PPP: number of projects active, expired and 

terminated (2007)
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PPPs awarded more than 10 years ago  

73% still in place – only 13% terminated early 
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Evolution of market since 2001: a mixed 

picture, but water PPP is not in retreat 

Water utility PPPs in developing countries: Urban population 

served by private water operators (in millions) and new PPP awards
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What is the performance of 

water PPPs?  

2: Impact on access to 

piped water 
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More than 24 million people connected to 

piped water with PPP projects since 1990 

 Based on 36 large PPP projects for which data was 

available: an under-estimate of the total figure… 

 Not un-significant, considering that PPP served 1% 

of urban pop. in 1997, up to 4% in 2004 (7% now) 

 Not 3 million people only… 

 Many PPP projects performed well in expanding 

access to piped water: 

 Colombia (Cartagena), Brazil, Guayaquil, Argentina, 

Western Africa (Cote d’Ivoire, Senegal), Morocco, Manila 
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Cote d’Ivoire: the population with access to 

piped water almost doubled in a decade 

Cote d'lvoire (SODECI): connections and coverage
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Cartagena: achieving universal water 

coverage despite high poverty rate 
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Cartagena (ACUACAR): evolution of water coverage and population served
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But the outcome is below expectations 

 Many concessions did not meet targets for private 

investment in expansion (even though it was main driver) 

 A sizeable portion of these 24 M people expansion 

was not directly financed by the private operator: 

 Public funding: Lease contracts (Senegal, Cartagena) or 

grants to concessions (Colombia, Guayaquil) 

 Reinvested tariffs revenues: Cote d’Ivoire, Morocco 

 No clear advantage of PPP for access expansion: 

the key issue of how to connect the poor living in 

slums goes beyond the utility provider (whether 

public or private) 
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What is the performance of 

water PPPs?  

3: Impact on service quality 
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Improving service quality 

 We focused on reduction of intermittent service 

 A widespread problem in the developing world 

 Water potability can not be guaranteed 

 Accelerate deterioration of infrastructure networks 

 The poor are disproportionately affected 

 

 The question: can private operators reestablish 

service continuity, taking over failed utilities? 
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Reducing water rationing: Colombia  

 

PME approach:  

public grants to  
accelerate assets  
rehabilitation 

Colombia: Evolution of number of hours of service in 

5 early water PPPs awarded in 1997-98
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Improving service continuity with 

management contracts  

Improvement in 10 out the 12 MCs where intermittent 

service was an issue, and for which data was available 

Performance of 12 Management Contracts to improve water service continuity:

 Evolution of average number of hours of service per day (years of MC)
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What is the performance of 

water PPPs?  

4: Impact on operational 

efficiency 
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PPP and reducing water losses:  

 evidence from Morocco 

Morocco: Comparison of NRW % for 4 concessions and 6 large public utilities
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Reducing NRW with Management contracts 

 Track record is mixed (14 projects, only 5 clear success) 

 Water losses are is a complex topic: MCs are more efficient for 
dealing with commercial losses, than with physical losses 

Comparison of NRW % reduction in 14 Management Contracts, 

before the entry of the private operator and at the end of the contract
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improving collection rates with PPPs 

 Positive impact in most cases, even with short term such as 
Management Contracts  

Performance of 14 Management Contracts to improve collection ratio (%):

 Comparison before the entry of private operator, and end of contract

0%

20%

40%

60%

80%

100%

  Amman 

(6)

Joburg   

(5)

Guyana  

(3)

  Kosovo 

(4)

  Zambia 

(4)

    Gaza  

(6)

Mozam.   

(4)

  Trinidad

(4)

    Lara    

(3)

Albania   

(3)

Monagas

(4)

  La Rioja

(3)

Tripoli  

(3)

Yerevan 

(5)

By the end of the MC

Before start of MC



23 

PPP and Labor productivity 

 PPP was associated with significant layoffs in several cases 
(Latin America) but not always (Africa) 

 Impact of PPP on labor goes beyond staffing 

Latin America: Direct employment downsizing as result of PPP in 10 large PPPs
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Improving operational efficiency with PPPs 

 The dimension where the positive contribution of 
private operators is the most consistent, over the 
vast majority of projects: 

 Water losses  

 Bill collection rate 

 Labor productivity 

 This impacts utility revenues, creditworthiness, and 
ultimately the financial viability of the water sector.  

 But unlike access, quality and tariff: not something 
that is directly perceived by customers 
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What is the performance of 

water PPPs?  

5: Impact on tariff levels 
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PPP and tariff: a complex issue… 

 In most cases, PPP projects have been accompanied 

by tariff increases, but PPPs tends to happen in 

“failed” utilities with initial tariff below cost recovery 

 Some PPPs were poorly designed: move to cost 

recovery must be gradual… 

 Recent econometric study by Gassner et al. (2008): 

impact of PPP on tariff is neutral when properly 

compared, i.e. with similar public utilities operating 

under framework that foster financial sustainability  
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What is the overall 

performance of water PPPs?  

 Projects classified according to following categories:  

 Still active: broadly successful, mixed/poor outcome 

but still in place, pre-2003 without data, 2003 onward 

 Expired 

 Terminated early 

 Size of the total population served in each category 
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Water PPPs during last 15 years: project outcome 

by population served (million)
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What we mean by “successful”: 

= Significant progress over several indicators 

 Tangible benefits for population and/or government 

 Does not always mean progress over all indicators 

 Rarely means full compliance with all contract targets 

 Unfortunately, the “perfect” project do not exist… 

Success is a relative concept, when dealing with 

reforms of WSS  

 A humbling sector for development practitioners… 

 Example of Albania MC: mixed results, but progress 

much better than under previous loans without PPP 

 Never enough compared to the needs… always 

changing (Salta, Mozambique, Gabon) 
29 
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5 essential lessons  

 

 
Lesson 1: 

PPP is a viable option to reform water 

utilities in developing countries 
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… but among other options 

 Private operators can carry out major turnarounds, 
improving service quality and operational efficiency 

 It does not always work: not a magical formula 

 Complex arrangements in difficult environments 

 Current low mood is largely the result of exaggerated 
early expectations, not actual performance 

 Successfully reforming water utilities under public 
management is equally feasible (Phnom Pen, 
Burkina Faso)… and equally challenging 
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 5 essential lessons  

 

Lesson 2: 

The pattern of development of water PPP 

in developing countries has changed 
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A new generation of private operator has 

gradually appeared 

Private water operators in developing countries: Urban population 

served (in millions) by country/region of origin
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Private operators from developing countries 

bring a different perspective 

 By 2007: 40% of the market, about 30 private 

operators serving more than 400,000 people each: 

 Colombia, Brazil, Argentina, Chile, Russia, Malaysia… 

 2008: almost all new contracts awarded went to 

national operators (Brazil, Russia, China) 

 Many PPPs with national private operators have 

performed well (Colombia, Brazil, Argentina, Manila) 

  Water PPP in developing countries not dominated 

any more by a few multinationals: a different market ! 
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 5 essential lessons  

 
Lesson 3: 

The focus on trying to attract private 

money (to fund the huge backlog of 

water investments in developing 

countries) proved to be a mistake 
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Water PPP is not about private money 

 The “large concession” model is working in some 

places, but is very challenging to implement, and 

seems unsuited to many developing countries 

 Many successful water PPP schemes are largely 

based on public financing (leases or hybrids), 

combined with efficient private operation: 

 Affermages in SSA (Senegal and Cote d’Ivoire)  

 Empresas mixtas (Cartagena, La Havana…) 

 Concessions with grants (Colombia, Guayaquil) 
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 5 essential lessons  

 

Lesson 4: 

The main contribution of private 

operators lies in improving service 

quality and operational efficiency 
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Water PPPs is about service quality and 

efficiency gains 

 The most  consistent improvements across the large 

sample of projects reviewed 

 The biggest financial contribution from a private 

operator is not direct private investment, but lies in 

improving the financial viability of WSS services 

             -> create a “virtuous circle”… 

 Whether efficiency gains results in improvement for 

customers depends on the PPP design and regulatory 

framework, i.e. governments’ decisions 
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 5 essential lessons  

 

Lesson 5: 

Social considerations needs to be 

incorporated explicitly in the design of 

PPP reforms 
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Social goals & PPPs: must do better!  

 Water PPPs can bring significant benefits for society 

as a whole, but this does not mean that the poor will 

automatically benefit: a more complex issue 

 Private operators make easy scapegoats for 

problems previously ignored by public utilities… 

 Successful PPPs (Colombia, Senegal…) recognized 

the explicit cost of social goals, and that financing 

them is the responsibility of society, 

governments and donors – not the private sector  
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 Looking forward: 

 

The role of the private sector 

for improving water services in 

developing and transition 

countries 



42 

Water and sanitation services are 

different from other infrastructure sectors 

 PPP approaches successful elsewhere (transport, 

power) can not be replicated directly in the water 

sector 

 Direct private investment was the wrong focus - this 

is even more true at a time of economic crisis 

 Combining efficient private operation with public 

or hybrid financing seems the most appropriate 

PPP approach for most countries: 

Incidentally, this is the approach adopted in Spain 

and France for more than a century… 
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PPPs are a powerful tool to push public 
players in improving performance 

 …even if it concerns only a small portion of the 

market: experiences of Brazil, Colombia, Morocco 

 Introduction of PPP brings focus on cost recovery 

and accountability, and disturbs the status quo: 

 Decision-makers in government start getting an 

alternative 

 Population start to understand that they can get 

good service, but that this has a price 
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Water PPP is NOT in retreat in the 

developing world 

 We have been learning what works, and what doesn’t 

 Spreading to new markets: China, Russia, Malaysia, 

Algeria, Arab Pen., Cameroon, Ghana, Ukraine 

(Lugansk 2009)… 

 Many new contracts in Brazil in 2008-09 

 Like in Russia: only national operators, large players 

(construction conglomerates) 

 Abundance of capital, need operational efficiency 

 Renewed interest from donors, in particular for 

management contracts in Africa & the Mediterranean 
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Scope for private sector involvement 

goes beyond management delegation 

 BOTs for treatment plants:  a business now worth US$ 
1 billion per year in developing countries 

 New contractual approaches are emerging: 

 Performance-based service contracts (NRW): Karnataka in 
India, Ho Chi Minh in Vietnam 

 Large scale subcontracting: Bogota in Colombia  

 Boundaries are getting blurred, with public utilities: 

 Going for IPOs in financial markets (SABESP) 

 Signing contracts outside of their jurisdiction (ONEP, Vitens) 



There is no reason to oppose private 

and public management of utilities 

 Requisites for success are the same for both: 

 Government’s commitment to financial viability (sufficient 

tariff level and/or tax transfer) 

 Holding the service provider accountable for results 

 Focus on operational efficiency & customer orientation 

 The issue is not whether public or private 

management is better than the other, but to offer 

decision-makers in government a choice:  

 Bring private operator if public does not perform 

 Cancel PPP contract if unsatisfactory performance 
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   The water utility of La 
Havana has been run by a 
private operator through a 
PPP since 2000  

 
…9 years now, working fine           
 
    The real goal is to improve 

services 
 
    The private sector has a lot 

to bring 

There is no reason to be ideological 

about water utilities management 
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Thank you  

for your attention 

 
pmarin@worldbank.org 


