2007; Bolognesi, 2018), investment by private actors seemed increasingly attractive for the governmental decision-makers, and even politically and legally necessary. However, the economic and political 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, collectively 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 “contestable 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 countries 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 organisational 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 significantly 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 infrastructure 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 qualification 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 Sullivan and Skelcher, 2002 and Bovaird, 2010).

contracts were grouped with the field of outsourcing. As such, the longer term forms that also require
moderate to high regulatory effort were assigned to the PPP area.

Outsourcing

Service

PPP

Management

Lease

Ownership of the

Concession

Operator

Cooperation

systems

public

public

public

public

private/public

private

Investments

public

public

public

private

private

private

public

public

shared

private

private

private

public/private

private

private

private

private

private

1-2

3-5

8-15

25-30

20-30

low

low

medium

high

high

Main assumption
of risks *
Operation/maintenance
Duration of
contract (years)
Regulatory effort

medium

Table 14: Overview of ideal PPP models
Source: Authors’ representation and expansion based on Budds and McGrahhan (2003) (based on Stottman, 2000).
* According to the theoretical arguments for PPP models, there are various risks (e.g. construction risk, demand risk,
risk of insolvency, legal/regulatory risk) that are assigned either to the public or to the private contractual party, in
accordance with their ability to bear risk. The extent to which this contractually determined distribution of risks actually
takes effect in practice is a matter of controversy.

The easiest step of contractually regulated outsourcing of tasks is drawing up service contracts in
which only a few simple tasks, such as accounting, assessing water quality or reading meters, are
outsourced to private companies. For these services, private companies generally receive a fixed sum
of money and the contractual term is short.
Within the scope of management contracts (management model), additional tasks are allocated to
private companies, particularly the operation and maintenance of systems. Central long-term aspects
such as investments and planning remain under public control which means the public sector’s control
is greater than in more far-reaching models. The private participant is given a proportional share of
the profits based on defined targets.
In leasing contracts, the private company rents the infrastructure and pays a certain sum of money
for this. Similarly to management models, the private party is responsible for operations and maintenance but the commercial risk is shared between the public and private parties to the agreement.
Leasing contracts last for a longer period of time during which the private company bears a proportion
of the operating costs and receives a share of the income in exchange.
While the models listed up to now are implemented particularly in existing systems, concession and
operator contracts require private companies to make new investments. In exchange, the companies
receive a longer term monopoly over a particular field (20-30 years). Only the systems themselves

remain under public ownership, although these systems are only returned to the public sector after
the contractual term has ended in the operator model.
Mixed-economy companies are often included under the heading “cooperation models” in PPP literature. For these, either shares of an existing publicly-owned company can be sold to private companies or a new company is established under private law which is generally held in majority public
ownership. Often, the public party hands over operational business to the private shareholder. The
European Commission coined the term ‘institutional PPPs’ for mixed-economy companies to distinguish them from those previously denoted as contractual PPPs.

From a global perspective, PPPs have progressed very dynamically in water supply and sanitation
since the early 1990s. This was motivated particularly by various projects in developing countries,
backed by international development banks and national funding bodies. The unconditional faith
placed in the efficiency of markets with respect to solving central resourcing problems, including those
in the field of public services, even led to the idea of a “(...) dawn of a new utility model (...)” (Kessides,
2004: 35). Around the mid-2000s, PPPs in the water sector reached their peak to date (World Bank,
2018) with regard to their practical implementation. Since then, the number of PPP projects implemented has dropped by more than half and the capacity (measured by the number of transactions)
has fallen from USD 10-14 billion to USD 4-5 billion (Massarutto, 2016). Overall, concession and operator models were predominant in water supply and sanitation at a global level (Ménard, 2013). However, since the mid-2000s, a trend has emerged towards increased assumption of risks by the
public sector (Massarutto, 2016). As a result, 60 projects – representing around 35 % of all investment – had to be terminated ahead of time or ran into financial difficulties. The financial sustainability
of most other projects could only be ensured by drastic renegotiations (World Bank and PPIAF (Public
Private Infrastructure Advisory Facility), 2013).
From both a global and a European perspective, the importance of the sector in comparison to other
key areas of infrastructure, especially energy and telecommunications, is relatively low (Ménard,
2013). Figure 9 gives a breakdown of PPPs in the EU according to sector, based on one of the most
comprehensive data sources available. It contains 1,184 projects with approximately EUR 270 billion
in transactions for the time period between 2000 and 2015. More than half of this – EUR 150 billion –
is accounted for by the transport sector (airports, railways, urban rail systems and especially road
construction). This is followed by the field of “Welfare and Defence” which encompasses a range of
building construction projects for schools, hospitals, prisons, national defence and the police as well
as administrative buildings. Overall, the importance of PPPs in the EU has declined since the surge
leading up to the economic and financial crisis of 2008/09 (Tomasi, 2016).

Figure 9: Number of PPPs in the EU for particular sectors (2000-2015)
Source: Tomasi (2016) based on the Dealogic Projectware Database.

The significance of PPPs also varies within the EU member states. By far the largest number of PPPs
can be apportioned to the United Kingdom with a value of EUR 120 billion (approximately 45 % of the
total value). In absolute terms, this is followed by a group of southern European countries (Spain,
Portugal and Italy) as well as France. However, if these absolute values are taken in relation to overall
infrastructural investment, this picture changes somewhat. Alongside the United Kingdom, Portugal,
Spain and Greece as well as Ireland and Hungary are at the top with a 10-15 % share of PPPs making
up the total amount spent on infrastructural investment (Kappeler and Nemoz, 2010; Wagenvoort et
al., 2010). In the following sections, we present an overview of the development of PPPs in France,
Hungary and Portugal, particularly because these countries are the most relevant out of sample countries studied12.

France is the historical exception in the water sector with the major role of PPPs within the scope of
“délégation” to private companies. While in the 19th century, concessions were the dominant form,
this changed around the turn of the century as part of the municipalisation movement which also took
hold in France (Pezon, 2000). Since then, primarily leasing contracts (“affermage”) posing less risk
for the private sector have been implemented, for which the public sector makes the investment
(Bauby, 2009).
Overall, it appears that the number of contracts “delegated” to private players has been declining
rapidly since the beginning of the 2010s (BIPE, 2006; 2012; 2015). Alongside the absolute numbers,
the average duration of the contract has also dropped to approximately 10 years (Eaufrance, 2017).
Finally, the share of the remuneration that private companies negotiate for themselves when concluding contracts as part of this delegation has decreased on average over the last decade. However,
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In the context of the EU, PPP models in the Italian and Spanish sectors are particularly important (Tomasi, 2016).

important differences must be noted here as primarily larger municipalities benefit from this decline
(ONEMA (French National Agency for Water and Aquatic Environments), 2013).
Several factors gave rise to these developments. In addition to the increase in inter-municipal cooperation (which means fewer contracts are granted in total to all municipalities), re-municipalisation is
particularly responsible for the decline in PPP contracts. The reduction in the duration of contracts and
– at least in part – in the remuneration demanded are the key result of regulatory interventions since
the 1990s. In turn, these were the result of a growing number of legal complaints and protests from
municipalities as well as from national associations and local groups of consumers which – often successfully – denounced the excessive prices and corruption (Bauby, 2009; Reynaud, 2010).
Irrespective of these developments, the level of competition is moderate – on average, 87 % of
cases result in contracts being extended (Eufrance, 2017). An older study determined that almost one
third – mainly smaller municipalities – only even get one offer (Reynaud, 2010). In light of this, the
return to public “régie” offers an important alternative which should influence the behaviour of the
three large water companies (see also Chong et al., 2015).

In the 1990s, Hungary was considered a “Pannonian tiger” and was taken as a model country and a
role model for economic and political reforms (Fink, 2006). The radical opening up of the economy
using “shock therapy” (Kregel et al. 1993) did not blow over the water sector without leaving its mark.
After extensive centralisation under communism, particularly at the end of the 1950s and start of the
1960s (Szabó and Quesada, 2017), extensive decentralisation and privatisation took place following
the fall of the Berlin Wall (Horvath, 2016).
After an initial wave of corporatisation (formal privatisation) in the first half of the 1990s, privatisation by means of leasing contracts was prioritised from the second half of the 1990s (Hegedüs and
Papp, 2007; Szabó and Quesada, 2017). For this, foreign investors focused primarily on larger cities
and urban agglomerations. On the whole, private companies obtained minority shares (25-49 %) of
the respective operational company. In most cases, however, they secured actual control in managing
the company (through syndicate contracts) (Hegedüs and Papp, 2007). The unclear legal situation
and implementation also meant that some procurement procedures took place without a tendering
process.
Since a change in legislation in 200613 there can no longer be private investment in operational supply
companies in future, although this does not have a retroactive effect on existing companies (Szabó
and Quesada, 2017). As such, many existing contracts will expire in future and will no longer be extended in accordance with the current legal state of affairs.

In contrast with Hungary, deregulation of the water sector in Portugal has progressed gradually and
with a sector-specific focus since the early 1990s. One of the central aims of reform was the incorporation of private companies and investments in light of budgetary shortages (Silvestre and Araújo,
2012; Teles, 2015). From that time, the private sector was able to participate in mixed-economy
municipal or inter-municipal companies, either in the form of concessions or as a minority shareholder (Marques, 2013). The 29 concessions that have been granted since sector deregulation and
13

Act CXXI of 2006 on amending various acts founding the budget of the Republic of Hungary for the year 2007,
Amendment to Act LVII of 1995 on water management (Szabó and Quesada, 2017: Footnote 8)

that were used to provide services to around 2 million inhabitants in 2016 are crucial in this (see Table
15). The duration of these contracts generally lasts between 25 and 30 years.
With a view to the concession holders themselves, it is striking that these originally included both
publicly dominated concession holders (“Aquapor” and “Lusáqua”, printed in bold below, were subsidiaries of the state holding AdP at that time) and also private companies (see column “Owner (2008)”).
The latter included the French company Veolia, the water subsidiary Aqualia of the Spanish infrastructure company, the Portuguese company AGS (part of the construction group Somague/Sacyr) and the
Portuguese company Indaqua which was also owned by the Portuguese construction companies
Mota-Engil, Soares da Costa and Hidrante (Orbis, 2018).
This ownership structure has also changed significantly since the onset of the global economic
and financial crisis of 2008. Firstly, the subsidiaries of the state-owned company AdP – Aquapor
and Lusáqua – were privatised in 2008. Since 2009, the new owners have been DST and ABB. Secondly, Veolia had to divest itself of its water subsidiaries in Portugal during its global group restructuring and it sold these to the Chinese company BEWG (Beijing Enterprises Water Group). There were
also changes for Indaqua and for the company AGS, which was originally controlled by Portuguese
construction companies. Indaqua has been under the majority control of the Israeli company Miya
(and thus ultimately of the investment fund Arison Investments) since 2016 following the sale by the
original shareholders (Portuguese construction groups). The remaining shares are owned by the German company Talanx Insurance.

Provision of
water

Sanitation

People
(thous
ands)

Oliveira de Azeméis

x

x

69

Fundão

x

x

29

Cartaxo

x

x

24

Azambuja

x

x

22

Vila do Conde

x

x

80

Elvas

x

x

23

Municipalities

Company
Indaqua
Oliveira de
Azeméis
Aquafundalia
Cartágua
Águas da
Azambuja
Indaqua
Vila do
Conde

Duration

Owner (2008)

Owner (2015)

2014

Indaqua (100 %)

2011

Aquália (100 %)
Aquália (60 %), Lena Ambiente
(40 %)
Aquapor (74.98 %); Ecobrejo
(24.99 %); Others (0.02 %)

2010
2009
2008

40

Indaqua

Indaqua (99 %); Others (1 %)

Aquaelvas

2008

30

Aqualia

Aquália (100 %)

2007

25

Indaqua

Indaqua (99 %); Others (1 %)

2007

30

Aqualia

Aquália (100 %)
Aquália (60 %), Lena Ambiente
(40 %)
Hidurbe (30 %); Somague Ambiente (70 %)

Matosinhos

x

x

175

Indaqua
Matosinhos

Campo Maior

x

x

8

Aquamaior

Abrantes

Year

x

39

Abrantaqua

2007

25

Aqualia/LenaAmbiente

Paços de Ferreira

x

x

56

Águas de
Paços de
Ferreira

2004

35

AGS

Marco de Canaveses

x

x

53

Águas do
Marco

2004

35

AGS

Barcelos

x

x

120

Águas de
Barcelos

2004

30

AGS

Alenquer

x

x

43

2003

30

Aquapor/AGS

Paredes

x

x

87

2001

35

CGE/Veolia

BEWG (100 %)

2001

25

Aquapor/Luságua

2001

30

AGS

Aquapor (42.5 %); AGS
(42.5 %); CSM (15 %)
AGS (75 %); SOCOPUL (25
%)

2001

15

Aquapor/Luságua

2000

30

CGE/Veolia

BEWG (100 %)

Gondomar

x

x

168

Carrazeda de Ansiães

x

x

6

Alcanena

x

Valongo

x

14
x
x

94

Cascais

x

206

Santo Tirso e Trofa

x

Santa Maria da Feira

x

x

139

Figueira da Foz

x

x

62

111

Trancoso

x

x

10

Setúbal

x

x

121

Carregal do Sal,
Mortágua, Santa Comba
Dão, Tábua e Tondela

x

72

Batalha

x

16

Ourém

x

46

Fafe

x

51

Mafra

x

x

77

Águas de
Alenquer
Águas de
Paredes
Águas de
Gondomar
Águas de
Carrazeda
Luságua
Alcanena
Águas de
Valongo
Águas de
Cascais
Indaqua
Santo
Tirso/Trofa
Indaqua
Feira
Águas da
Figueira
Águas da
Teja
Águas do
Sado
Águas do
Planalto
Águas do
Lena
Águas de
Ourém
Indaqua
Fafe
Águas de
Mafra

Somague Ambiente (59.2 %);
Hidurbe (30 %); Camilo Sousa
Mota & Filhos (10.8 %)
Somague Ambiente (45 %); Hidurbe (30 %); Alexandre Barbosa Borges, SA (25 %)
Aquapor (40 %); AGS (40 %);
Ecobrejo (20 %)

Aquapor (100 %)

2000

25

Aquapor/AGS

Aquapor (42.96 %); AGS
(42.96 %); Oriente (14.08 %)

1999

35

Indaqua

Indaqua (100 %)

1999

35

Indaqua

Indaqua (99 %); Others (1 %)

1999

25

Aquapor/AGS

Aquapor (50 %); AGS (50 %)

Aquapor/Luságua
Aquapor/Luságua

1997

25

Aquapor (100 %)

1997

25

1997

15

Aquapor/Luságua

Aquapor (100 %)

1997

15

Aquapor/Luságua

Aquapor (100 %)

1996

25

CGE/Veolia

BEWG (100 %)

1996

25

Indaqua

Indaqua (100 %)

1995

25

CGE/Veolia

BEWG (100 %)

Aquapor (60 %); AGS (40 %)

Table 15: Concessions in Portuguese water supply and sanitation (1995-2016)
Source: Authors’ representation based on Marques (2013; 2017).

In the following sections, we will give an overview of the most important studies on PPPs in water
supply and sanitation in France, Hungary and Portugal. In addition to the key results, we will also give
a detailed overview of the different explanations of effects and differences offered in the literature.

Economic studies of France focus primarily on the relation between ownership and/or company status
and aspects of price. The overwhelming majority of available studies come to the conclusion that, with
all other factors being equal, prices are higher for PPPs than for public “régie” (Chong et al.,
2006; Carpentier et al., 2006; Boyer and Garcia, 2008; Commissariat General du Development Durable, 2010; Le Lannier and Porcher, 2014; Chong et al., 2015; Porcher, 2017).
Among the possible causes for the higher prices in private provision, there are various explanatory
approaches including higher profit expectations and capital costs, as well as lower efficiency in private
companies (Hall and Lobina, 2016; Le Lannier and Porcher, 2014). Older studies explain the higher
prices in PPPs as stemming from the fact that private companies operate in more difficult frameworks
and have higher costs to cover (Carpentier et al., 2006; Boyer and Garcia, 2008).
The most up-to-date and representative study by Chong et al. (2015) shows that prices in private
provision are higher and that this difference remains unchanged even if additional influencing factors
(e.g. quality of the water, extent of water treatment, source of water, etc.) are taken into account.
However, the price difference is smaller if only larger municipalities are considered. In connection with this, a second major factor should also be taken into account: while larger municipalities
either change provider or revert back to public “régie” in the event of overpriced contracts, this factor
does not have an impact on reallocation of contracts in smaller municipalities. These findings are
consistent with the studies on the role of transaction costs in tendering procedures for temporary market monopolies (Williamson (1976) and studies based on this).
One well-known problem in the case of PPPs is the issue of renegotiations as not all contractual
content can be determined in advance (“incomplete contracts” problem). Porcher (2012) examines
this aspect for all contracts active in 2009 in all French municipalities with a population in excess of
15,000. In this, he finds that for more than 40 % of contracts, at least one renegotiation occurred
following the conclusion of the contract. If we take these partial quantities into account, it becomes
apparent that these contracts usually have several renegotiations: on average, six renegotiations are
conducted per contract or one renegotiation every 2-3 years (ibid.).

As far as the authors of this study are aware, there are no studies on the Hungarian water supply and
sanitation system that make a systematic distinction between private and public providers. Certain
aspects can nevertheless be demonstrated on the basis of case studies.
One criticism that is often raised is the insufficient and unilateral contract design drawn up during
privatisation in the 1990s, which favours foreign investors (Hall, 1998). One aspect referred to by a
number of authors (Hall and Lobina, 1999; Szabó and Quesada, 2017) is the fact that in most cases
of Hungarian water privatisations, no public calls for tenders were made, and there was therefore no
ex-ante competition.

As the literature observes rather critically, this asymmetry becomes apparent partly from the organisation of monitoring and decision-making relationships in private companies and also from the unilateral distribution of risks. In light of the first aspect, it has been noted that although private companies
only held minority shares in operational companies, the majority relationships were reversed in monitoring and decision-making committees (Hegedüs and Papp, 2007; Szabó and Quesada, 2017). In
terms of the distribution of risks, criticism has been directed at the fact that this was originally targeted
unilaterally to the detriment of the public sector (Hall and Lobina, 1999; Lauber, 2006). One notable
consequence resulted in conflicts arising within some of the privatised companies (Boda and Scheiring, 2006; Horvath, 2016).

There are various studies about the differences between public and private provision in Portugal’s
water supply and sanitation system (see Marques, 2008; Marques and Silva, 2008; Silvestre and
Araújo, 2012; Silvestre, 2012; Da Cruz et al., 2012; Silvestre, 2015, among others). In the majority of
these studies, it is clear that publicly-controlled entities, including administrative entities and municipal companies, have lower prices than private companies which is related to their lower organisational costs. Water quality is also better in municipal companies than in the case of private companies which contradicts the New Public Management paradigm.
Although the Portuguese water sector as a whole has been expanded by investments within the PPP
framework and the water quality has improved – partly also because of subsequent implementation
of strict European legislation 15 years ago – (Silvestre and Araújo, 2012), expectations in connection
with PPPs have not been met (Marques, 2005; Silvestre and Araújo, 2012).
The inadequate organisation of concessions contracts offers key explanations for this, from a PPP
theoretical standpoint on economics, alongside ineffective legal frameworks, a lack of competition on
the water market, and the fragmentation of the sector (Marques, 2005). As in other sectors (particularly
motorways), private companies have been offered a business with no demand risk (Marques and
Silva, 2008). Moreover, there is no actual competition in this sector, which is clearly demonstrated
by the very low number of suppliers and the poor quality of their tenders in calls for bids. One of the
results of the latter was that some calls for bids had to be withdrawn (Marques, 2005). Finally, during
the calls for bids, no public alternative scenario (“public sector comparator”) was identified to
have a corresponding comparative value (Silvestre and Araújo, 2012).
The absence of a public alternative – i.e. the prospect of the community providing services autonomously – indicates another option for understanding the key role of PPPs in Portugal. The possibility
of being able to remove the budgetary restrictions – at least temporarily – could be at least as
important as the official aims of New Public Management (Marques, 2005; Silvestre and Araújo, 2012;
Sarmento and Renneboog, 2015; Teles, 2015). The macroeconomic risks and budgetary consequences of an uncontrolled shadow budget have since been recorded in detail by the International
Monetary Fund (IMF, 2014), although this was too late, as the independent assessment of IMF interventions since the early 2000s shows (Eichenbaum et al., 2016).
The Portuguese Court of Auditors also expressed criticism early on the questionable efficiency
and quality benefits of existing PPPs in the water sector (Tribunal de Contas, 2005; 2008). In its latest
study on 19 concessions in the water sector (Tribunal de Contas, 2014), it criticised the problematic
distribution of risks to the detriment of the public sector. In three out of four cases, municipalities have
to pay compensation if water consumption or the number of consumers falls. Furthermore, the Court
of Auditors is highly critical of large profits – these can be from 9.5 % to 15.5 % with various concessions (EPSU, 2014).

The findings from these three countries are largely in line with the international empirical literature in
the field of water supply and sanitation systems (e.g. see the recent overview provided by SuárezVarela et al., 2017).
In accordance with economic theories (of infrastructure), explanations given 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
should not be overlooked. Additionally, it is clear especially in Hungary and Portugal but also in France
that the construction of contracts often unilaterally benefits private companies. Drawing up contracts
that are more favourable for the public sector requires skills (capacities) and resources which
represent transaction costs in outsourcing and as such, have to be offset by the (allegedly) higher
efficiency of private partners (see Chapter 2). This problem is particularly harmful for smaller municipalities.
Alongside the official aims of New Public Management, which have undoubtedly prompted privatisation efforts in the water supply and sanitation industry since the 1990s, the public budgetary situation
was also a key reason for private company investment (Bel and Miralles, 2003). This is because it
was believed that PPPs could alleviate fiscal pressures. Increasing Europeanisation also played an
important role in this. The options for traditional public funding were particularly restricted by the Maastricht criteria (see also Schouten and van Dijk, 2007, in general). At the same time, the third phase of
EU water legislation (see Chapter 4) made additional investments necessary. In this situation, private
capital – in addition to long-term EU credit and EU funding from structure and cohesion funds – provided the financing alternative to modernising water supply and sanitation systems (Teles, 2015).
The examples of Portugal and Hungary emphasise the fact that PPPs are often a fiscal illusion or,
in the words of the (economically liberal) magazine “The Economist”, an “accounting gimmick designed to get borrowing off the government’s balance-sheet” (The Economist, 2018: 8). 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 on new PPPs in Hungary and Portugal
(Eichenbaum et al., 2016), after the accumulation of debt in shadow budgets was made clear.
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, because of the fundamentally lower interest rates for public borrowing (Massarutto et al., 2008; Mühlenkamp, 2016). However, as the aforementioned debate regarding Maastricht criteria progresses, this
option is being severely restricted by European and national fiscal regulations (Truger, 2015; Plank,
2018). 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.
Beyond this, however, the additional transaction costs arising in PPPs must also be considered. As discussed in detail in Chapter 2, these should not be underestimated, because of the particular characteristics of water supply and sanitation. In this respect, Ménard and Peero (2011) summarise their review of regulatory models for water supply and sanitation systems as follows: with
“PPPs, we are immediately confronted to standard problems of tariff increases, under-investment, especially towards the ending period of contracts, risk-averse strategies of operators so
that public authorities tend to bear most of the uncertainties, and the very high rate of renegotiations, all of which questions the presumed efficiency of this mode of organization” (Ménard

and Peero, 2011: 322). With regard to the various transaction costs, it should also be noted that opening up the market and deregulation, particularly in the infrastructure industry (e.g. through local monopolies), leads to the need for a significantly reinforced regulatory system, for example through regulatory authorities. The (public) costs of regulatory authorities should not be ignored in this respect
(Ménard, 2017).
In light of this increasing scepticism and the unfulfilled expectations, debates about the return of provision services to the public sector have intensified over the last decade. This will be discussed in
more detail in the following section.

Until recently, the literature on returning water supply and sanitation systems to the public sector was
primarily shaped by individual case studies. One new study (Kishimoto and Petitjean, 2017) attempted
to close this gap to gain a more complete picture of the extent of re-municipalisation. This involved
researching a total of 267 cases for the period of 2000-2016, in selected countries in Europe, Asia,
North America and Latin America. These cases represent provision for more than 100 million people
who are now supplied by the public sector (Kishimoto and Petitjean, 2017). The most prominent
country is France, the “homeland” of private water supply and sanitation systems, with 106
cases. The 56 cases in the USA are also striking, arising en masse in the second half of the 2000s.
In Spain, the majority of the 26 recorded cases in recent years occurred in the context of prolonged
austerity measures and new local political configurations (particularly the rise of PODEMOS) in various
Spanish cities. In the following sections, the experiences of re-municipalisation in the countries under
investigation will be looked at more closely.

The “French model” was and is considered to be the model for increasingly involving the private sector
in providing the water supply and sanitation (Barraqué, 1992; OECD, 2007). Nevertheless, the dominant role of the (three large) private companies only emerged in the 1970s. These companies continued to consolidate their position until the 1990s, through measures notably including state support
(Pezon, 2000; 2002; Hall et al., 2013; Lieberherr et al., 2016b). Since the mid-2000s, the significance of public provision has, however, been increasing steadily, both in water supply and in
sanitation (see Table 16). One key parallel trend which supports the return to public forms is the
increasing role of inter-municipal cooperation (Petitjean, 2017). This trend emulates the Austrian and
German examples, in which inter-municipal solutions have been well-established for a long time. One
current meta-study by Silvestre et al. (2017) on the role of horizontal (between communities) and
vertical (between administrative levels of the state) cooperation in the water industry emphasises the
economic advantages of this institutional setup.

