
 

 

Privatisation of the water management system, e.g. in England, and deregulation and outsourcing, 

e.g. in France, demonstrated decidedly little success. For all of the systems investigated, the question 

of whether to increase regulation of public services in the field of water management systems (re-

regulate), or to re-municipalise these services or to find new forms of organisation in the field of public 

(municipal) suppliers has been/is being considered. In some cases, the state had to rescue failing 

private suppliers in order to stabilise them. 

The existing experiences with PPPs in France, Portugal and Hungary give rise to pressing doubts 

about the advantages of private companies which were originally assumed in connection with the 

property rights theory. In accordance with economic theories (of infrastructure), the explanations pro-

vided for France, Hungary and Portugal must be based primarily on a lack of competition and/or 

difficulties in generating competition in the long term. At the same time, the inadequate institutional 

framework at a national and local level and the high transaction costs should not be overlooked. 

The latter occur not only in the operation and (public) monitoring of target attainment in private com-

panies, but also primarily when changing the system. 

The examples of Portugal and Hungary emphasise the fact that PPPs often produce a fiscal illusion. 

This is because the fundamental budgetary issues are simply postponed to a later date and, in the 

case of a stimulating, uncontrolled shadow budget, PPPs can even exacerbate the issues. Over the 

course of the economic and financial crisis, this resulted in a moratorium in Hungary and Portugal, 

after the accumulation of debt in shadow budgets reached 10-15 % of the public debt. 

Since the global economic and financial crisis at the latest, the fundamental advantages of public 

infrastructure funding have become the focal point of discussions again with renewed vigour, as a 

result of the fundamentally lower interest rates for public borrowing. However, the options for public 

investment are sometimes significantly restricted by European and national fiscal regulations. As 

technical infrastructure has a very high proportion of capital costs that have to be funded in the long 

term, the disadvantage of tying them down politically and economically is significant and is difficult to 

make up for through PPP models (by outsourcing debts) and through lower ongoing payments that 

are nevertheless higher in the long term. 

The sector-wide re-regulation required for efficiency and affordability – arising from economic specifics 

for infrastructure (e.g. natural monopolies, high transaction costs, etc.) – has been developing 

constantly in recent years, particularly in England but also in France and Portugal. This means that in 

France, for example, regulatory intervention was so rigorous that “commercial” and “economically li-

beral” approaches in the sense of a free market economy were barely present in companies. However, 

the regulatory authorities, particularly in England and Portugal, still face some great challenges. 


