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1 Introduction

The multinational water companies (MNCs) have stopped expanding at the rate they were doing in the past, and are actually reducing their presence in developing countries. This is not a complete withdrawal from the sector, but rather a response to current difficult conditions. The two key factors have been firstly, the risks encountered in obtaining a reliable rate of return from investments in water in developing countries; secondly, the widespread political opposition to water privatisation in any form. The MNCs thus need to reduce risk and political opposition.

At the same time, political expectations created by the Millennium Development Goals (MDGs) have required international financial and political institutions to develop policies which respond to the retrenchment by the private companies. The World Bank (WB) has acknowledged that investment in water by both the WB itself, and by private companies, has fallen sharply in recent years, and that the public sector is the direct provider of water for over 90% of the population now and in the foreseeable future. The WB - and other donors committed to the MDGs, such as the European Union (EU) - thus need to support public sector investment if the MDGs are to be achieved.

This paper looks at some of the new strategies being pursued by the MNCs and by international institutions. The MNCs are developing strategies which attempt to address their own commercial needs – to reduce political risk and find more secure forms of activity in the sector – the strategies of the WB and the EU (and other bodies such as the EBRD) are also seeking ways to stimulate investment by the MNCs through addressing their problems with risk, but not yet developing positive strategies for supporting the public sector in its central role in achieving the MDGs.

Longer term, the involvement of the MNCs as sponsors of educational programmes with Unesco, IHE Delft, Yale University and others indicates a longer term strategy to reduce political risk through influencing the content of education and training. This may constrain what is taught through that programme, and may not deliver the best environment for achieving the MDGs.

2 Companies and market forces

The companies are still trying to expand their global market presence, and their strategies for doing this include: selling poorly performing operations; seeking business in more stable markets, especially China, Europe, and North America; identifying less risky forms of contracts other than concessions, e.g. BOTs, management contracts; and encouraging IFIs to create instruments providing greater financial security and political risk insurance.

2.1 Withdrawals and refocussing

Nearly all the multinational companies have been trying to sell parts of their water operations, but it is difficult to find a buyer. Suez announced plans for major reduction in their operations in January 2003;
 Bouygues-SAUR are selling their major UK subsidiary;  Anglian’s  international water operations have been up for sale for over  a year, without finding a buyer; IWL is exiting the water sector in Europe almost completely, after failing to find a buyer for over a year (see below). Only RWE-Thames and Veolia do not have a strategy to sell major parts of their water operations (but Veolia has been forced to withdraw as a result of regulatory or political action:   Veolia sold stakes in two UK water companies in 2002, whilst acquiring a stake in a larger UK water and sewerage company; and its concession in Parana, Brazil, has been terminated.. (In addition, Suez and Veolia are seeking to reduce their investments in suppliers of water materials and equipment: so Suez has sold the US-based supplies company Nalco, and Veolia has sold a manufacturing part of their USA subsidiary, US Filter.)
The MNCs are now explicitly focussed on growth in stable markets, which they consider to include Europe, north America, and China, and also business with industrial customers. 

Table: Water MNCs sales of subsidiaries. 
	Company
	 Selling
	Buyer
	Comment

	Suez
	1/3 of developing, plus other to reduce debts
	
	

	
	NALCO
	US financial consortium
	Material suppliers of valves, chemicals etc. Suez sells for less than they bought. 

	
	Northumbrian (part) (UK)
	UK financial consortium
	Suez retain 25% 

	
	Maynilad Water (Philippines)
	-
	

	
	Thu Duc (Ho Chi Min City), Vietnam
	Remunicipalised
	BOT

	
	Atlanta, USA 
	Remunicipalised
	

	
	Halifax, Canada
	Remunicipalised
	BOT

	SAUR
	UK operations (S-E Water)
	None yet
	Bidders do not include any other water company

	IWL
	Tallinn, Sofia, Aqua
	EBRD
	Failed to find buyer in 2002

	
	Manila Water
	Sold to partners: Ayala, and United Utilities
	

	Anglian Water
	All international operations
	None yet
	

	E.ON
	Gelsenwasser
	Remunicipalised
	Dortmund and Bochum municipalities buy, plan to sell 49% – potential partners include municipalities where E.ON and RWE have stakes.

	Aguas de Bilbao
	Uragua, Uruguay
	Remunicipalised
	

	Veolia
	US Filter (manufacturing division only), USA
	US financial consortium
	

	
	Parana, Brazil
	Re-municipalised
	


Source: PSIRU database

2.1.1 Exit from local liabilities in Mozambique

These exit strategies are in response to commercially unsustainable conditions, which may lead MNCs into withdrawing even though the needs of the country may require extra investment, not less. This can be seen from the events of the last 4 years in Mozambique. 

In 1999 Mozambique awarded a private concession for water in 5 cities, which was part of  the extensive privatisation required as a condition for the WB/IMF US$3.7 billion debt relief under the Heavily Indebted Poor Countries (HIPC) initiative.
 The concession was given to Aguas de Mocambique, a consortium led by the French company SAUR, and including the Portuguese Aguas de Portugal, and Mozambique companies and NGOs. 

But in the year 2000, the worst floods in living memory wrecked many of the water supply installations, particularly in Maputo and Matola. Instead of embarking upon new investment to expand the water service, Aguas de Mocambique was forced into emergency repairs of the existing installations. However, “the consortium's financial plans were based on rapidly increasing the amount of water it sold. This proved impossible: heavy losses were made in 2000”.  

Saur, which held 38.5 per cent of the shares, wanted to declare Aguas de Mocambique bankrupt at the end of 2001, which would have had the effect of reducing the liabilities of the parent company. But the other shareholders - Aguas de Portugal and the Mozambican companies - disagreed.  Saur left, selling its shares to the others, who then embarked on renegotiating the contract and agreeing a new investment programme.
 

In effect, Saur was unwilling for its shareholders to carry any of the extra liability that Mozambique’s water services had to face after the floods.

2.1.2 International Water Limited (IWL) gives up and EBRD steps in

IWL, best known for being driven out of Cochabamba by a local uprising, is now leaving all its water activities. Its owners, Bechtel (USA) and Edison (Italy) have been trying unsuccessfully for a year to sell the company. Finally, in August 2003, it was reported that IWL was selling its stakes in Tallinn (Estonia), Sofia (Bulgaria), and Aqua (Poland) to the English firm United Utilities (UU), its joint venture partner in these places. The cost to UU of buying these assets will be financed by the EBRD 
 which will take an equity stake of up to 50% in United Utilities’ European subsidiary (see below). 

IWL’s exit closely follows reports that the city of Sofia wanted to renegotiate the concession contract, and might revoke it altogether if the company refused.
  IWL’s withdrawal from water is nearly completed by its exit from its other remaining water operation in Manila (Philippines).
 Again, it is achieving this by selling its stake to its partners, the Philippine firm Ayala and UU.  Its concession in Ecuador remains.
2.1.3 Public sector growth: USA, Vietnam, Brazil, Slovakia, Germany
The counterpart of this process is a growth in the role of the public sector, as a result of three factors.

Firstly, the termination of unsatisfactory contracts, (or corporate exits from non-profitable contracts), which are then taken back by the municipalities that originally privatised. Atlanta (USA) and Ho Chi Minh City (Vietnam), Parana (Brazil) are examples of this process. An interesting variant of this happened in Florida, USA,  in summer 2003. A local private company, Allete Corp, sold 80% of its water operations to municipalities in the state of Florida, for a total of $394m.

Secondly, there is a parallel process whereby countries or municipalities are deciding not to privatise. A recent example is Bratislava, capital of Slovakia, whose mayor announced in July 2003 that the city would not set up a private concession, but run the water services directly and raise finance itself for investment in the infrastructure. 

Thirdly, decisions by public sector bodies to invest in commercial ventures which the private sector is no longer prepared to do. The purchase of Gelsenwasser by the municipalities of Dortmund and Bochum is one such case; the EBRD’s equity commitment to the former IWL European ventures is another.   This category differs from the others, as it is not restricted to services for the territory of the public authority itself, and so may be cases where public sector entrepreneurs feel able to take more risk, or accept lower returns, than private capital.

2.2 Corporate action to deal with political risk

2.2.1 Political risks: alliances, codes and the advisor to the mayor of Beijing

The MNCs are involved in initiatives to reduce the political risk of private water ventures, especially in developing countries. These take the form of seeking to build advance acceptance from potentially critical NGOs, or simply building influence with key politicians.

RWE-Thames Water has gone furthest at global level, by associating itself with some of the key criticisms raised by the opponents of water privatisation. The company has used conferences to announce firstly that it does not want to be associated with private ventures which result from conditionalities imposed on communities by donors or lenders; and secondly, to dissociate itself from the EC’s initiative in the GATS negotiations. 
   

There are also currently three initiatives to draw up codes of practice. One is sponsored by UK Water, involves the European association Eureau, and is linked to the EU Water Initiative - the idea is that companies would have to sign the code to be eligible for support under the EUWI. The other code is being drafted by the Swiss government, together with the World Bank, multinationals including Suez, and Swiss re-insurance companies.  The third is an initiative from France to create an ISO standard on water. 
An example of political influence-building is the connections between Veolia and Beijing, capital of China: according to Veolia, Henri Proglio, Chairman and CEO of Veolia Environnement, is a “permanent economic advisor to the Mayor of Beijing”, and participates in meetings of the city’s International Business Leaders Advisory Council, which provides “advice and proposals for the economic and social development of Beijing”. 
   An example of the results of political influence can be seen in the various initiatives by the European Commission (EC) (see below). 

3 Political initiatives to sustain corporate activity

If the corporate withdrawal was left to its own devices, without political intervention, then the private presence in water in developing countries would certainly decline dramatically – by at least the one-third which is Suez’ target.  In practice, the World Bank, EC, EBRD, and others are still seeking to support the MNCs in a range of ways, including extending the market and reducing risk. 

3.1 World Bank

In July the Wall Street Journal ran a story headed ‘The World Bank as Privatisation Agnostic’. 
 It quoted senior WB officials on the re-appraisal of  their policies on privatisation: “ ‘There's certainly a lot of soul-searching going on’ says Michael Klein, the World Bank's vice president for private-sector development” :  and the article announced that “World Bank officials have now decided it doesn't matter so much whether infrastructure is in public or private hands” and that “the World Bank itself must pay far greater attention to the fiery politics of privatization and especially to the effect of rising prices on the poor and disaffected”.  

The story coincided with a new paper, the infrastructure review, which was approved by the WB board, setting out the elements of the WB’s policies in this area. 

3.1.1 Infrastructure review

The review acknowledges that there have been problems with the WB’s policies. It reports that “World Bank infrastructure investment lending, especially in IBRD countries, declined by 50% between 1993 and 2002”
.  The report notes that the reasons for this include the bank’s focus on private sector and its lack of attention to the actual needs of countries: “a lack of clarity on the roles of the private and public sector in infrastructure service provision and under-investment in country-level infrastructure diagnostic work”. It also notes that the private sector’s investment has declined from a peak of $128 billion in 1997 to $58 billion in 2002, and concludes that “the recent decreases in private sector interest in infrastructure show that reliance on the private sector alone will not be sufficient to guarantee a scaling-up of infrastructure service provision”. 

The acknowledgement of the failure of the policy of relying on private sector investment was made even more strikingly in presentations at the World Bank’s energy week in February 2003, where a presentation by a speaker from the global consulting firm Deloittes noted  “Growing political opposition to privatization in emerging markets due to widespread perception that it does not serve the interests of the population at large”, which they attributed to a number of features of privatisation: “Pressures to increase tariffs and cut off nonpayers; loss of jobs of vocal union members that will be hard to retrain for the new economy; the perception that  only special interests are served - privatisation is seen as serving oligarchic domestic and foreign interests that profit at the expense of the country…..”.
  At the same forum, the WB director for water and energy, Jamal Saghir, 
 identified some of the key problems in the sector as: declining interest of private sector; decreasing faith in markets; the WSSD energy agenda; and delivery of energy services to the poor. 

The WB’s plan also recognises the political importance of the Millennium Development Goals (MDGs), and their impact at the WSSD, the Kyoto World Water Forum and elsewhere. It then sets out a change of approach towards the public sector, and towards subsidies and full cost recovery. This acknowledgement is somewhat grudging: it warns that “financing inefficient public utilities without a clear reform agenda will remain part of the past”,  and then says that in the context of reforms the Bank will lend “in some cases, to well-performing public utilities, including to subsidize connections and consumer charges for the use of infrastructure services…Additionally, although cost recovery will continue to be a goal for most projects, there will be greater flexibility in determining the period of time in which this goal must be reached”. The paper acknowledges that in water and sanitation private finance has accounted for less than 10% of total investment, and so “the Bank will need to more strongly promote sustainable public sector investment and service delivery as well as sustainable subsidies for private provision”.
However, the specific policies remain overwhelmingly oriented to improving the climate for private operators. The WB is creating a new cross-sectoral Department for Private Participation and Finance, which will be “responsible for developing innovative cross-sectoral approaches to private public partnerships; advising on issues of regulation, competition and market structure; developing operational tools to support infrastructure finance (risk mitigation, local capital markets, guarantees, etc.); providing support to the regions in structuring guarantee operations; developing subsidy schemes such as Output Based Aid…” – all this is an agenda of relevance to sustaining private sector presence, but of no relevance in cases where there is a public sector provider. 

The WB’s initiatives remain skewed to the private sector even in the area of municipal bond financing. There has been a division of the WB working on municipal finance for some time, supporting municipalities in developing the capacity to issue municipal bonds.
 This created some interest amongst many people at the Kyoto World Water Forum, but since then the WB has set up a new unit within the International Finance Corporation (IFC), which is the WB section whose remit is exclusively to make investments in private ventures. This is described as: “a new Municipal Finance Group, modelled on a private equity fund”, which sounds contradictory. No further explanation is available but it would appear that the WB is even managing to convert municipal finance into a way of financing the private sector. 

The policy of output-based aid (OBA) is also now at the centre of the WB’s thinking on the public-private role in infrastructure. Their press release offers an accurate summary of the intimate link between OBA and private sector operation: “The Bank Group has several output-based aid projects which combine private sector participation with public subsidies for the poor. Output-based aid is the delivery of services by contracting out their provision and linking payment of subsidies to the actual delivery of services to target groups.” 

Finally, the second part of the review consists of a ‘Matrix of management actions’. The only mention of the public sector comes in the initial line, which notes the intention to “Offer a broad menu of options for public and private sector infrastructure provision”. But all the detail of the matrix is concerned with an assumed private sector situation: the only detail on the “broad menu” refers to communications exercises – a guidance note on the roles of the private and public sectors in each service, more staff training, and “Improve communication to clients and NGOs/civil society groups on Bank Group approaches to infrastructure service provision”, which sounds like a reference to better public relations rather than a new policy. 

3.1.2 Research project on public sector water

The WB has a research project on the potential of the public sector in water, the World Bank-Netherlands Water Project, which started in 2002 (project 033).
 It is being carried out in cooperation with the UNESCO-IHE Institute for Water Education. It starts from the assumption that “the public sector will continue to be the main provider of formal water services in developing countries for many years”, and its objective is “to analyse well-functioning models of public sector service provision”, and it lists the public operations which will be examined. They are: Public Utilities Board, Singapore; Haiphong Water Company, Vietnam; Scottish Water, Scotland; National Water and Sewerage Corporation, Uganda; Johannesburg Water, South Africa; SANASA Campinas, Brazil; SONEDE, Tunisia; Seattle Public Utilities, United States; AQUA S.A. Bielsko-Biala, Poland; ONEA, Burkina Faso; Group Case Study: 5 case studies in the State of Guanajuato, Mexico.

However, there are some serious doubts about whether this research will be a dispassionate examination of the potential of public sector operators.   
· Firstly, the research assumes that the private sector’s method of operation is superior: “an analytical framework was developed, based on the assumption that by mimicking the practices of 'private sector' organizations, public sector organizations would accrue the benefits of efficiency, flexibility and consumer orientation”. This is a serious limitation: it will make it very difficult for the project to identify areas where the public sector operates better than the private sector. It will also make it difficult for the project to understand and take account of previous empirical research (including research by the WB’s own staff) which has, overall, found that there is no significant difference in efficiency between public and private sector water operators.

· Secondly, The WB’s project partner, Unesco-IHE, is partly funded by Suez, which sponsors a professorship and is invited to contribute expert speakers to the institute (see below). This company has an obvious interest in the results of the project.
· Thirdly, 7 out of 11 of these ‘public sector’ case studies in fact include private sector involvement through management contracts or other forms of PSP (e.g. BOTs). So only a minority of the cases relate effectively to publicly-owned and managed water supply and sanitation operations. This limits the usefulness of the study as a way of understanding the viability of public sector operations, but the research could be useful for the private sector in exploring what kind of business opportunities exist apart from concessions and leases.
Table: Private sector participation in the World Bank ‘public sector’ case studies

	Case study
	Form of PSP
	MNC Involved
	Details

	Scottish Water, Scotland


	BOT (PFI schemes)
	United Utilities, Thames Water, and others
	Sewerage treatment plants

	National Water and Sewerage Corporation, Uganda


	Management contract
	Ondeo (Kampala)

- Gauff Ingenieure Gmbh (Kampala)
	NWSC’s area management might be transformed into management contracts

- The World Bank is pushing for the introduction of PSP across the whole country in the form of management contracts, leases and concessions 

	Johannesburg Water, South Africa


	Management contract
	- Ondeo (through Northumbrian Water’s WSSA)
	- 5-year management contract awarded in February 2001

	SONEDE, Tunisia


	BOT (turnkey contract)
	- Suez (Tractebel)
	- Design and construction of a 22,500 cubic metres per day desalination plant; one of “Tractebel's biggest projects of the 1990s” 

	Seattle Public Utilities, USA
	BOT
	- CH2M Hill
	

	AQUA S.A. Bielsko-Biala, Poland
	25% owned by private operator
	- IWL (owner of 25% equity stake)

- United Utilities (providing “technical and commercial assistance to improve the quality of water and wastewater services”)
	- Prior to Aqua’s privatisation in November 1999, Blokland et al. had described Aqua as an example of an efficient publicly-owned PLC tapping WB funding for its investment program and for consultancy provided by Hyder

	ONEA, Burkina Faso
	Five-year support and service contract (management of customer service and finance activities)
	- Veolia Water (since 2001)
	- Prior to resorting to PSP, ONEA had been restructured in the 1990s and achieved an impressive record of performance, most notably in terms of service coverage

 

	
	BOT (construction of a plant for the production of drinking water) 
	- Ondeo (since 2002)
	


Source: PSIRU database

3.2 Norwegian government finances private sector development

The unchanged thrust of underlying WB policies can be seen in the “Norwegian Trust Fund for Private Sector and Infrastructure” (NTFPSI). 
  It was set up in 2002 under an agreement which commits Norway to financing projects under this heading “over a period of years” 
 - although Norway is a country whose water and sanitation, like the majority of its public services, are provided directly by public authorities.  

The programme covers water, energy, urban development, and transport and private sector development, with two main ‘windows’. 
 The first window concerns ‘investment climate’- “the creation of a sound investment climate as a prerequisite for private sector development and market-led growth. The second window concerns ‘infrastructure service delivery to the poor’ – which, despite acknowledging some problems with the private sector, in its specific headings makes uncompromising reference to the WB’s private sector development strategy: “The Bank Group's Private Sector Development Strategy calls for more extensive use of private sector solutions in infrastructure -- through concession arrangements with private companies, private participation in infrastructure projects”. Indeed, $6million out of $7million in the programme are pre-allocated to existing projects carried out through the IFC (the WB’s division specialising in financing the private sector), which “are in line with the new Private Sector Strategy.”  These projects include the WB’s Public-Private Infrastructure Advisory Facility (PPIAF). 

3.3 EU Initiatives affecting public services (esp. water)

The European Commission (EC) and its various departments (DGs) have taken a number of recent initiatives in the last year which support an increased role for the private sector in public services, especially water. The combined effect is pressure from the EC for countries in the EU to restructure their sectors so as to facilitate private concessions in water services. The initiatives include
:

· A report on the scope for introducing competition into water services was commissioned by the European Commission (EC) and published at the end of 2002, by DG Competition. It finds little evidence of how competition could benefit the sector, but nevertheless encourages more PPPs : http://europa.eu.int/comm/competition/publications/studies/water_sector_report.pdf
· An EC Guide to Successful Public-Private Partnerships was produced by DG Regio in March 2003 specifically in the context of the ISPA programme, to make its funds more easily available to private sector projects. It is in effect a guide on how to push through PPPs, and in the process collect ISPA grant money, not a guide on how to make best decisions on infrastructure projects.  http://europa.eu.int/comm/regional_policy/sources/docgener/guides/ppp/ppp_en.pdf
· The EC’s DG Markt published the EU “Internal Market Strategy Priorities 2003 – 2006”, in May 2003 at http://www.europa.eu.int/comm/internal_market/en/update/strategy/index.htm . The paper identified services of general interest, and water in particular, as sectors where the DG wants to open more of the market to private sector operators. Commissioner Bolkestein had already said in a November 2002 speech that he wants to open the water sector to competition europa.eu.int/comm/internal_market/en/update/strategy/index.htm
· The Commission itself issued a Green Paper (“Public Services: a new role for Europe?”) in May 2003, discussing the future of public services in the EU in view of trends towards contracting out and privatisation, not least under the Commission’s own directives. Its annexe on ‘policy instruments’ includes a section on the GATS provisions of the WTO. europa.eu.int/comm/secretariat_general/services_general_interest/docs/com_2003_270_fi_en.pdf 

· The EC’s trade section, DG Trade, handles the EU’s negotiations in the World Trade Organisation’s (WTO) general agreement on trade in services (GATS ).  DG Trade has made two sets of proposals concerning water: first, to redefine environmental services, so that water is covered by GATS; and second, requests to many countries to open their water services. These requests were unofficially leaked: for information and a critique see http://www.wdm.org.uk/campaign/gats109leaks.htm .  
· An ‘EU Water Initiative’ (EUWI), a combined initiative from DGs Research, Development, Environment and External Relations, was launched in 2002 at the WSSD in Johannesburg, as an EU contribution to the objectives of sustainable water management, water security, and the millennium goal targets for extending water supply and sanitation. EUWI partly aims to support the business activities of EU multinational companies by providing aid and subsidies to reduce or remove the risks they have experienced in developing countries. This was developed in close consultation with the companies: see http://www.corporateeurope.org/water/infobrief6.htm . The EC documents on EUWI are at http://europa.eu.int/comm/research/water-initiative/index_en.html .  
· The EC has promised to issue a paper on PPPs in Europe before the end of 2003. This is expected to set out EC thinking on the question of tendering of activities allocated to companies owned by public authorities. It will also concern the rules on concessions: a previous "draft Commission interpretative Communication on concessions under Community law on public contracts" was issued by the EC in 2001, see  http://europa.eu.int/comm/internal_market/en/publproc/general/concen.htm . 

3.4 EBRD take equity stakes in failing private water 

The European Bank for Reconstruction and Development (EBRD) has taken a new step in supporting privatised water by agreeing to take an equity stake of up to 50% in private water ventures in central and eastern Europe.  The water companies are Sofijska Voda in Bulgaria, AS Tallinna Vesi in Estonia and Aqua Bielsko-Biala in Poland.
 The EBRD has said it will provide funding to United Utilities (UU) to enable the company to buy stakes in three central European water companies from its strategic partner, International Water Ltd (IWL). The owners of IWL, the USA construction company Bechtel and the Italian group Edison, have been trying unsuccessfully to sell their IWL holdings for over a year.  According to its website,
 the EBRD will provide this funding by acquiring up to 50% of the shares and voting rights in United Utilities Europe, the holding company for the Tallinn, Sofia, and Bilesko-Biala operations. If this happens, then the EBRD would effectively own up to half of those companies.

The role of this investment seems to differ from the main function of equity investment engaged in by the EBRD (and other IFIs such as the World Bank’s IFC). These equity stakes are justified as forms of venture capital, whereby the IFI carries greater risk to help start a promising project, with the expectation that the stake will be sold to new private owners once the venture is successfully up and running. 

But the EBRD’s purchase of equity in the water companies being sold by IWL is in a very different category: the owners want to get rid of it, no-one else wants to buy it, and so the EBRD stake functions as a ‘bailout’ to avoid a collapse. It is not clear how the EBRD thinks it is ever going to be able to sell on these stakes. This may be the first case of a paradoxical form of (inter)nationalisation to prop up a failing private sector project. 
Table:  Potential EBRD equity stakes in water operations in Europe

	Company
	Ownership
	Country

	Tallinna Vesi
	25.2% (via United Utilities Europe) 
	Estonia

	Aqua
	12.5% (via United Utilities Europe)
	Poland

	Sofiiska Voda
	37.5% (via United Utilities Europe)  
	Bulgaria


In other respects, the EBRD appears to prefer to facilitate the entry of the private sector into water in transition countries. In July 2003 the EBRD announced it had helped Lithuania revise its concession law to make it more flexible and attractive to foreign investors, because not a single concession had been granted since the introduction of the law eight years earlier. The fact that Lithuania has seen some successful development by municipal companies, supported by public-public partnerships, seems to be of less significance than the lack of privatisations. 

4 Sponsoring education: Suez and Veolia with Unesco and Yale

4.1 Suez and UNESCO-IHE

The IHE at the University of Delft, Netherlands, has been a leading teaching and research institute in water for many years, financed by the government of the Netherlands, a country which is equally famous for its efficient public sector water companies. In 2001 IHE was adopted by Unesco as its international Institute for Water Education
,. The institute is now known as the UNESCO-IHE Institute for Water Education. 
   
In October 2002 Suez and Unesco announced that the IHE will receive 300,000 Euros  from Suez, the water multinational.
 On 17 Jul 2003 UNESCO-IHE accepted an unspecified amount of money from Suez to finance a professorship. According to the memorandum of understanding: “Suez committed to financing a Professorial Chair relative on the topic of "Public-Private Partnerships" (PPP) in the field of Water and Sanitation. This Chair will be established at UNESCO-IHE on the basis of an average one day per week formation, and focuses on aspects related to the management and business administration of private utilities…”  In addition to Suez financing a professor at IHE, IHE will use speakers from Suez in their education programme: “Both organisations will also identify opportunities to involve experts of the SUEZ group as guest lecturers in the educational programmes of UNESCO-IHE.” 
  The MoU states that this is “an innovative and challenging partnership for water education and research.


Suez’ money also helps to finance the UNESCO Chair for Integrated Water Resource Management, based in Casablanca, Morocco: “this chair has been extremely active throughout North Africa, by working closely with non-governmental organizations, university students and journalists” according to the press release 
 . Suez has a multi-service concession to run water, energy and waste services in Casablanca. In late 2002 Suez was “trying to polish its image in Morocco” because services in other Moroccan cities were put out to tender, but the company had received criticism over its practices in Casablanca “accused of lack of transparency in its dealings with the municipal authorities. There have also been complaints about a rapid increase in charges”
. 

Suez’ money will also contribute towards financing an initiative to rehabilitate the Volga-Caspian basin.
4.2 Veolia (Vivendi) and Yale University

Veolia (Vivendi) have also been financing education and research institutes, including research projects in Malaysia with Unesco in 1998.
 Both Vivendi and Suez sponsored a UNESCO conference in October 2002 concerning legal framework for water, which resulted in a report, badged with the logos of UNESCO and the Academie de l’Eau, as well as the two companies, entitled “ Proposals for new legal rules in water supply & sanitation”. 
 At the 3rd World Water Forum in Kyoto, a Vivendi speaker, Patrick Spillaert, was introduced as representing “not only Vivendi but also UNESCO”.

In China, Veolia have set up a partnership education programme which involves Yale University: “Veolia Environnement and the Urban Environment Institute (UEI) have entered into a partnership agreement with Tsinghua University and Yale University to create a training program for public service management in the fields of the environment and sustainable development”. The programme will be aimed at the same officials who are involved in making decisions about  water privatisation, and provide increased contact opportunities: “The program will target mayors and senior local government officials with responsibility for urban planning and infrastructure construction. The aim is to raise their awareness about integrating environmental protection and sustainable development concepts into their decision-making processes. As part of the program, participants will make an intensive study trip to Europe to meet decision-makers and visit facilities”.
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