
2007; Bolognesi, 2018), investment by private actors seemed increasingly attractive for the govern-

mental decision-makers, and even politically and legally necessary. However, the economic and poli-

tical nature of the water sector (see also Chapters 2 and 3) meant that the deregulation agenda was 

confronted with stronger resistance and the deregulation policies could not be implemented to the 

same extent as in other areas of public services. 

In particular, full, material privatisation, such as in England and Wales, remained an exception and, 

from a global perspective, was copied by very few other countries (e.g. Chile) (Privatization Barometer, 

2017). Instead, political efforts focused on other mechanisms for involving private players in the water 

sector (Ménard and Peero, 2011). Most importantly, these included formal privatisation (extensive 

corporatisation) and partial privatisation in the form of mixed-economy companies, increased reliance 

on outsourcing and the adoption of long-term contracts for financing and providing services, collec-

tively referred to as “Public-Private Partnerships” (PPPs). The latter was particularly favoured as 

an important competitive component for enforcing the internal market. Drawing on the theory of “con-

testable markets” (Baumol et al., 1982), the aim was to create competition “for the market” (or for a 

temporarily guaranteed private monopoly) through tendering. According to this theory, a (temporary) 

monopoly enterprise would therefore offer prices at a competitive level if other companies could enter 

the market (possibly in a subsequent procurement process) or the status of monopoly could be lost 

very rapidly. 

Corporatisation, i.e. converting state organisational units into (semi)-autonomous companies (Grossi 

et al., 2010) can be observed in the water sector, both on a global level (Magdahl, 2012; McDonald, 

2016a) and at a European Level (Hall and Lobina, 2014). Nevertheless, concrete institutional forms 

differ in the extent of their autonomy from the corporatised unit – in a financial, legal and operational 

sense (Hall et al., 2013). The trend towards corporatisation can be seen empirically in all the count-

ries included in the study to various degrees.  

In addition to corporatisation, outsourcing – passing on individual tasks to private players – also 

presents an additional variation. The cost savings anticipated for the public sector (OECD, 2009) are 

a key motivation for this, although there is some debate about whether the (alleged) savings may be 

achieved predominantly by a reduction in the cost of labour – and not as a result of improved organi-

sational models (Hermann and Flecker, 2012; Bowman et al., 2015). Outsourcing can be distinguished 

from contractual PPPs through a number of factors. In particular, the public sector retains the financing 

function in the case of outsourcing. Moreover, the various PPP options are also distinguished by sig-

nificantly longer contractual terms (often between 20 and 30 years). In light of this, outsourcing gives 

the public sector more control over managing contracts, specifying services and assessing private 

service providers (Jensen and Stonecash, 2005). 

 

In essence, PPPs11 are defined in economics as long-term contractual agreements between the 

public sector and private companies, with a focus on funding, establishing, operating or using inf-

rastructure as well as sharing the various risks (Mühlenkamp, 2016). The ideal types of PPPs in the 

water sector are presented schematically in Table 14, differentiated with regard to specific aspects. 

The representation follows the ideal presentation of PPP models but also includes an additional qua-

lification which takes into account the difference between outsourcing and types of PPP mentioned 

above. For this purpose, short-term service contracts and to a certain extent also management 

                                                      
11 The disciplinary spectrum focused on the PPP phenomenon is very varied (for a comprehensive overview, see Sul-

livan and Skelcher, 2002 and Bovaird, 2010). 


