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Introduction

For over two decades the World Bank has used its
powerful economic and political influence to pres-
sure governments to privatize services and industries
such as telecommunications, electricity, banks, oil
and mining companies, ports, and transportation.
The Bank’s official line is that the private sector is
more efficient and cost-effective, but the reality is
much starker. As countries struggle to pay heavy debt
loads, the International Monetary Fund and World
Bank-proposed solution is to auction off the natural
resources and productive enterprises of the country.
Privatization World Bank-style becomes a feeding
frenzy for foreign multinational corporations, eager

to scoop up struggling enterprises at bargain prices.

In the 1990s, the World Bank added public water
services to the list of enterprises recommended for
the auction block. In collaboration with governments
and regional development banks, in many countries
across the world, the World Bank pushed water priva-
tization and promoted multinational water corpora-
tions as the answer to water and sanitation problems.
Water pollution and the growing specter of climate
change is bringing the issue of water scarcity to center
stage and causing large transnational corporations to
view investments in water as lucrative profitmaking
potential. Meanwhile, the North/South disparities in
access to clean and affordable water have grown to
more than a billion people without access to potable
water and 2.4 billion without sanitation services.

The global water industry has become highly concen-
trated with three major multinational corporations
controlling more than 40 percent of the private water
market. These major corporations were granted
numerous “showcase” water privatizations during the
last 10 years in Argentina, the Philippines, Bolivia,
Indonesia, South Africa and other countries. The
results have been disastrous including unaffordable
water rates, public health crises, weak regulation, lack

of compliance with contractual commitments for

investment, lost jobs, weakened trade unions, pollu-
tion and other environmental catastrophes, secret
deals, and social turmoil. The social and environmen-
tal impact of water privatization has caused fresh

waves of protest across Africa, Latin America, and

Asia.

The World Bank’s promotion of water privatization
has contributed to a growing social movement.
Standing in firm opposition to the privatization of
our most essential natural resource, this emerging
global movement declares water is a human right, a
public good, and part of the global commons. Water
is not a market commodity that can be bought and
sold for profit. Voices from this growing social move-
ment call for a new development model that respects
the eco-system that gives us life and involves civil soci-
ety at all levels in the protection and public manage-
ment of our water resources. As this growing social
movement positions itself directly against World
Bank, government, and corporate policies that seek
to privatize and exploit the natural resources of the
world, the question is simple: Will the World Bank
Back Down?

The History of World Bank Water and

Sanitation Policies

The World Bank has not always promoted privatiza-
tion as the answer to problems in the water and sani-
tation sector. From the 1960s through the 1980s,
World Bank loans to developing country govern-
ments focused on the creation and expansion of pub-
lic water utilities. In fact, large infrastructure projects
were the central focus of Bank lending. Probably the
most infamous legacy of this period was the large
dam projects that later became highly controversial as
they displaced millions of people, destroyed liveli-
hoods and had unexpected environmental conse-

quences.

In the 1960s and 1970s, the prescription of World

Bank economists and other development “experts”




was that investment in public utilities and other large
infrastructure projects would trigger the development
“take off.” Water utilities were viewed as a “natural
monopoly” that generally precluded market competi-
tion and therefore required public ownership or gov-
ernment regulation. The thesis was that “public utili-
ties, accompanied by financial stability and the encourage-

ment of private investment, would do more than almost

anything else to trigger development.”!

The turnaround in World Bank policy from support
for public water to promotion of privatization mirrored
the global trend toward supply-side economics.
During the 1980s and 1990s the theories that took
dominance argued that government was too big
and should be rolled back. The private sector

sharply.”* The Water Resources Management Policy
Paper was followed by numerous optimistic state-
ments promoting private sector solutions. In 2000
the World Water Commission, working closely with
the global water companies, announced proudly in
the “World Water Vision: A Water Secure World” at the

20d World Water Forum that private sector invest-
ment would increase 620% in a 30-year period and
provide three times the public sector investment by
2025. Vivendi, one of the world’s largest water com-
panies, projected that by 2010 its water subsidiary
Veolia would own or manage 20% of Asia’s water

market.

Table 1: A Much Greater Role for the Private Sector

could do it better. Budget deficits must be cut Investment (§ billion) Increase
and a balanced budget achieved. Government _Source
_ 0,
regulation and protectionism discouraged pri- 1995 2025 1995-2025 (%)
. . . National

vate investment, according to the standard wis-
dom. Deregulation, privatization and trade lib- Public sector 45-50 30° 37

L . . . Private firms 12-15° 90¢ 620
eralization were the solution. This collection : —

nternationa
of policies became known as the Washington
Consensus and they were adopted by the Donors 0 12 33
. . b

World Bank and pushed on governments Private investors 4 48 1,100
around the world in the form of structural Total 70-80 180 140

adjustment loans.

Following this trend, in the 1990s, privatization
became the centerpiece of World Bank policies in the
water and sanitation sector. According to the Bank’s
policy, only “where the private sector cannot deliver or sees
the risks as too high, there may be a case for the Bank to
intervene to improve capacity and policy to upgrade public
sector utilities.”? The 1993 World Bank Water
Resources Management report set the stage for the
new privatization agenda stating that the underlying
problems in the water and sanitation sector were due
to “a vicious cycle of poor-quality and unreliable services
that result in consumers’ unwillingness to pay.” 3 The
report went on to state that “the mix between private
and public capital for investments in water resources will

need to change, with the private sector share increasing

a. Assumes direct government subsidy of $20 billion to the poor.

b. Does not include investment by industry.

c. Includes investment by industry, excluding hydropower.

These exaggerated predictions did not materialize.
Private investments in water in the Global South

have fallen drastically after the slight peak in private
investment in 1997.> As the World Bank had project-
ed a massive increase in private funding for water and
sanitation infrastructure their portfolio declined dra-
matically from the mid 1990s to the early 2000s.
Reluctantly, the World Bank had to acknowledge that

the private sector was unable to the fund the gap.




(fiscal year 1993-2002)
US$ million

Table 2: World Bank lending for water supply and sanitation

need to triple in size from $30
billion per year to $80-$90 bil-

lion.

But, this pretty little vision has

2500

already begun to crumble. The

2000

1500

major water companies have

found that the profit potential

1000

is not quite what they expect-

ed in the developing world,

500

and in fact, some have suf-

fered losses due to the Asian

0

Source: World Bank Water Week 2004 ”"The World Bank and
Water Resources: Management AND Development” PowerPoint pres-
entation by David Grey, Senior Water Advisor (slide 25)
http://www.worldbank.org/watsan/waterweek2004/opening.htm.

Millennium Development Goals: A Wolf in
Sheep’s Clothing

In an attempt to disguise this corporate water grab in
the clothing of humanitarian corporate responsibility,
the World Bank and the global water companies have
worked together to paint the picture of the private
sector as the ambulance that will rescue the ailing
public water sector and ensure that the Millennium
Development Goals in the area of water and sanita-
tion are met. The Millennium Development Goals
aims to “Halve by 2015 the proportion of people without
sustainable access to safe drinking water and basic sanita-
tion.”® The World Bank, the global water companies
and a web of think tanks, government agencies and
lobby groups all claim that that the “private sector”
will bring much-needed financing, efficiency, manage-
ment skills and technology to the water services sec-
tor. The global water companies and the World Bank
have claimed that the goals are altruistic - getting
water and sanitation services to the billions who are
without. In order to meet the Millennium
Development Goals in water and sanitation, the
World Panel on Financing Water Infrastructure argued

that annual investment in water and sanitation would

FY93 FY94 FY95 FY96 FY97 FY98 FY99 FYO00 FYOl FYO02

T

financial crisis and the

Argentine peso crisis, when
domestic governments refused
to provide protection against exchange rate fluctua-
tions. In Manila, Buenos Aires and other cities, the
global water companies discovered there are limits on
how far government regulatory structures would suc-
cumb to corporate demands. Even weak regulatory
structures created to “partner” with corporate inter-
ests had limits in their political ability to burden con-
sumers with continuous rate hikes in order to com-
pensate for currency devaluations or other corporate
misfortunes. In some cases where profit hasn’t met
the company’s expectation or losses have been suf-
fered, the global water companies have not hesitated
to use the World Bank’s international arbitration
court, the International Centre for the Settlement of
Investment Disputes, or other arbitration mecha-
nisms in an attempt to dump the debt burden back

on the state.

World Bank rhetoric on the Millennium
Development Goals aside, the fact of the matter is
that private sector companies are organized to make
profit, not to fulfill socially responsible objectives
such as universal access to water and sanitation serv-
ices. In many developing countries where most of the
population earns less than $2 a day, private compa-
nies cannot meet shareholder obligations to provide a
market rate of return and also implement universal
coverage with acceptable quality and at affordable

prices. Private sector companies have little incentive




to address the fundamental need to expand access to
potable water when large sectors of the population
are poor. Investment costs are too high to expand the
piped water system and future revenue flows too low.
Because water and sanitation services provide an
essential public health and public welfare function,
government subsidies have been provided to public
water utilities in most countries to ensure access and
affordable rates. Now, the global water companies
would like to partake in such public subsidy pro-

grams.

Ex-IMF Director Chairs Panel on Financing
Water Infrastructure

In 2002, Michel Camdessus, ex-Managing Director of
the International Monetary Fund, was appointed to
chair the World Panel on Financing Water Infrastructure
(the Camdessus report). The panel made its final

report at the 31d World Water Forum in Kyoto,
Japan in March 2003 while over 200 representatives
from civil society organizations around the world
gathered to protest the water privatization agenda.
The report made clear that a major objective of the
World Bank, the global water corporations and their
lobby organizations is to restructure international
institutional and financial frameworks to formulate a
lucrative “investment climate” in water infrastructure.
In order to accomplish this, the report recommended
methods to reduce corporate liability and risk, and
suggested new financial mechanisms to provide pub-
lic financing, including financial guarantees, and

political risk insurance.

Contrary to World Bank rhetoric, the private sector
was not going to provide new sources of financing to
ensure universal access to water and sanitation servic-
es. In fact, according to the Camdessus report, the
global water companies are seeking to drain the cof-
fers of the World Bank and other multilateral and
bilateral aid agencies, including Export Credit
Agencies, and even local pension funds, to guarantee
their own profits. And, this will all be done in the

name of meeting the Millennium Development
Goals of reducing those without water services by

half by 2015.

Watching the Bank:
World Bank Water and
Sanitation Loans 2000-2004

World Bank lending in the water and sanitation sec-
tor peaked in 1995, and has since declined. With the
focus placed on the Millennium Development Goals,
the Bank has put water and sanitation back on the
agenda with a projected increase in funding. This
increase projects more than doubling the water and
sanitation portfolio from the US$523 million in fis-
cal year 2002, to US$1.3 billion in fiscal year 2003.

But World Bank statements about meeting the
Millennium Development Goals and projected fund-
ing increases do not yet appear to be affecting Bank
operations in the Water and Sanitation sector. In
order to assess World Bank operations, this section
will review water and sanitation loan disbursements
from fiscal year 2000 to fiscal year 2004. The loans
reviewed include direct privatization support and
loans where water and wastewater provision com-
bined represents over 20% of the loan provided. The
loans reviewed are from financial year 2000 through

2004 (including all loans approved for financial year

2004 which ends June 30, 2004).7

Central Asia, Eastern Europe and the
Mid-East

Aided by the collapse of the USSR, Central Asia,
Eastern Europe and the Mid-East opened their mar-
kets to private sector involvement in the 1990s. The
international financial institutions flocked to the area
in order to provide loans and promote privatization,
liberalization and de-regulation policies. In the water

and sanitation loans reviewed in 2000-2004 only




Russia was not subject to direct privatization promo-
tion. The World Bank acknowledged that the finan-
cial risks in 2001 were too high to attract private
investments, therefore demands and conditions
would make no sense. Instead the Bank prepared for
future privatization by demanding full cost recovery,
impacting heavily on the consumer cost of water.%
Only in Serbia did the Bank fail to mention the issue
of cost recovery, though it does calls for “proper tariff
and collection mechanisms.” The World Bank, along
with the European Bank for Reconstruction and
Development, are strong proponents of privatization
and the involvement of multinational corporations in
the opening of markets in Central Asia, Eastern
Europe and the Mid-East. Bank loans also focused
on legal restructuring in order to allow market inter-

vention on all levels.

the Public-Private Infrastructure Advisory Facility
approved a US$75,000 communications grant provid-
ed to do the public relations “sell” to promote accept-

ance for the privatization of the water and wastewater

utilities. 12 Water supply for Elbasan, Albania (popula-
tion 100,000) was privatized in a 30-year concession

awarded to Berlinwasser International April 1,

2002.13 The World Bank loan proposes to abolish
the national water tariff and pass a law on decentral-
ization that enables the privatization of water supplies

in four cities: Durres, Lezhe, Fier and Saranda.l4

Azerbaijan. In Azerbaijan, a project to prepare “pri-
vate sector provision of water and waste water services in
the Greater Baku metropolitan area” preceded the
World Bank loan. 1> The World Bank loan docu-

ment states that increasing consumer water rates to

Table 3: World Bank Loans 2000-2004 to Central Asia, Eastern Europe and the Mid-East

Country Project Loan amount | Fiscal year Cost recovery | Privatization
(US$ mill) promotion promotion
Albania Municipal Water & Wastewater Project 15 2003 X X
Albania Water Supply Urgent Rehabilitation Project 10 2000 X X
Azerbaijan Greater Baku Water Supply Rehabilitation Project 12.92 2003 X X
-SUPPLEMENTAL CREDIT
Bosnia-Herzegovina Mostar Water Supply and Sanitation Project 12.92 2000 X X
Georgia Municipal Development and Decentralization 19.41 2003 X X
Project (02)
Hungary Municipal Wastewater Project 88.9 2000 X X
Kosovo Emergency Water Supply and Sanitation Project 5.92 2001 X X
Kyrgyz Republic Rural Water Supply & Sanitation Project 15 2002 X X
Macedonia Water Utility Improvement Project 29.27 2001 X X
Moldova Pilot Water Supply and Sanitation Project 12 2003 X X
Poland Rural Development Project 120 2000 X X
Romania Rural Development Project 40 2002 X X
Russian Federation Municipal Water & Wastewater Project 122.5 2001 X
Serbia and Montenegro | Montenegro Environmental Infrastructure Project 2.8 2002 X
Tajikistan Dushanbe Water Supply Project 17 2002 X X
Ukraine Lviv Water and Wastewater Project 24.25 2001 X X
Uzbekistan Bukhara and Samarkand Water Supply Project 40 2002 X X
Total 5817.89 99.5%" 79%!"!

Albania. The World Bank grants loans in tandem

with a number of organizations such as the Public-
Private Infrastructure Advisory Facility (PIAF), which
is a multi-donor technical assistance facility that pro-
vides financial support for privatization. In Albania,
the Municipal Water & Wastewater Project loan

granted for privatization was given at the same time

the levels of full cost recovery would be affordable to
residents, including the poor.10 One of the measures
used to recover the full costs by AMI Water opera-

tions in Azerbaijan is to threaten families with deny-
ing their children access to the public schools if their

water bills are not paid.17 In 1995, the European




Bank for Reconstruction and Development provided
a loan to promote private sector involvement with
€21,7 million.18 World Bank funding was used to
hire consultants to advise management on corporate
restructuring, pricing, and collection.19 Baku is a his-
torical city where water wells in residential courtyards

would provide water through an ancient system of

“kahrizes.” In the 15th century an underground
water system made of ceramic elements connected all
houses in the city to the sewer system.20 Privatization
was allowed in 1993 with the Law on the
Privatization of State Property, although privatization
of water services still requires approval of the presi-
dent.?! Azerbaijan’s “Development Gateway” website
lists several water projects open to foreign direct

investment.22

Georgia. Privatization in Georgia was also coordinat-
ed between the Public-Private Infrastructure Advisory
Facility and the World Bank. The Public-Private
Infrastructure Advisory Facility granted the govern-
ment US$471,445 to develop recommendations for
private sector solutions in the country and increase
costrecovery.2>

Hungary. 25% of Budapest’s wastewater company,
FCSM, was sold in an acquisition sale and, in addi-
tion, the buyer was awarded a 15-year operation and
management contract. The contract was given to
Berlinerwasser International in 1997.24 In 1998, city
officials regretted the contracts due to problems
caused by excessive consumer price increases and dis-
appointment with the lack of capital investment. In
1999, the city council refused to approve the water
company’s business plan.2> However, the European
Bank for Reconstruction and Development still went
ahead to support the project with €13,7 million in
1998.26 The World Bank loan requires full cost
recovery and promotes legislation that will relieve the
private sector from “constraints.” In 2002,
Berlinerwasser International received €12 million in
after-tax profits from the Budapest sewerage project.2”

Despite strong promotion of privatization of water

and wastewater management across the country, in
the city of Szeged Vizmu, a 15-year concession con-
tract managed by Servitec (Vivendi) was terminated

in 1999 in order to place water operations under

public control.28

Kazakhstan. The World Bank did not approve a
water sector loan in Kazakhstan during the period
reviewed, but in 1999 the Bank lent US$ 16.5 mil-
lion for a legal reform project to improve the legal
framework for private investment.2? The Public-
Private Infrastructure Advisory Facility meanwhile
gave support to develop the technical capacity to

negotiate privatization contracts and to showcase the

benefits of water privatization (US$357,420, 2001)30
and a grant that would serve to promote privatization
in small and medium-sized cities (US$456,000,
2002).31

Kosovo. The World Bank loan to Kosovo promises
to ensure the sustainability of the project by promot-
ing increased cost-recovery and the involvement of
the private sector. Similarly, the Public-Private
Infrastructure Advisory Facility used US$158,000 in
2000 to facilitate a management contract in the city

of Gjakove-Rahovec.3?

Poland. World Bank support for Poland’s rural water
provision promotes full cost recovery and privatiza-
tion along with protection against corporate losses

through automatic tariff adjustments aligned with
international currency fluctuations.33
Simultaneously, the European Bank for
Reconstruction and Development promoted privatiza-
tion of Poznan’s water and wastewater, but in 2002
the City Council voted to keep water in public
hands.3* 34% of Dabrowa Cornicza’s water utility
was sold to RWE in 2002 along with a 25-year con-
cession agreement. Bielsko-Biala contracted the
upgrading of their wastewater to International Water
Ltd (Bechtel) and Vivendi was awarded a 25-year
operations and management contract in Tarnowskie

and Miateczko Slaskie in 2001.32




Romania. The World Bank loan to Romania’s rural
water supply funds a “sensitization campaign” in
order to promote privatization and cost-recovery pro-
visions. 36In 2000, Romania had already relinquished
control over Bucharest’s water supply by awarding
Vivendi a concession for over 25 years. The advice
and support for the privatization came from the
World Bank’s International Finance Corporation.37
The same year Vivendi won concession contracts for
water and wastewater in the cities of Poliesti and
Timisoara.3® The European Investment Bank lend
€55 million in 2002 to Braila, Cluj, Craiova, Foscani
and Pascani contingent on consumer tariff increases

above the rate of inflation.3?

Russia. Although the World Bank loan to Russia
did not have explicit privatization conditions, the full
cost recovery conditions were unambiguous. Funds
from development banks for Russian infrastructure
had already included strict private sector conditions
and the water multinationals have had their eyes set
on the vast opportunities. The European Bank for
Reconstruction and Development has given massive
loans to underwrite privatization of government enti-

ties, such as the Yugozatadnaya wastewater treatment

plant.40

Tajikistan. In Tajikistan, the Public-Private
Infrastructure Advisory Facility granted US$240,000
in 2000 to provide legal and technical support to pro-

mote privatization in the water sector. ¥1 The World
Bank followed with a loan approved in fiscal year
2002 that promotes cost-recovery and seeks to priva-

tize “key management and operations.”*2

Uzbekistan. World Bank support for Uzbekistan
again promotes cost-recovery and privatization. The
Public-Private Infrastructure Advisory Facility paved
the way with a US$355,000 grant in 2000.43

The privatization of water and sanitation utilities in
the former Eastern block opened the door to the

large water multinationals, especially Vivendi and

Suez. The World Bank’s single-minded focus on pri-
vatization and cost-recovery ignores “the need to protect
and enhance universality of access.”** While lending to
Central Asia, Eastern Europe and the Mid-East
declined in the World Bank during the period
reviewed, the loans that are currently in the pipeline
continue to promote privatization and cost-recovery
policies. The proposed project in Bosnia-Herzegovina
puts a stronger focus on cost-recovery,*> the project
in Georgia promoted private sector participation and
better cost recovery in Tblisi,¥0 while projects in
Armenia and Kazakhstan both propose that cost-
recovery and a focus on delivery to the poor go hand

in hand with water privatization. 47

East, South and South-East Asia

The Asian Development Bank plays a leading role in
the promotion of water privatization in the Asia
region, with a solid backup from the World Bank.
The Asian Development Bank is set to increase its
influence as it accepts the Camdessus recommenda-
tions on regional coordination. As does the World
Bank, the Asian Development Bank has serious credi-
bility problems. Environmental Defense and
ADBwatch recently concluded that “70% of Asian
Development Bank funded projects in Indonesia, Pakistan,
and Sri Lanka fail to produce lasting economic or social
benefits.”48

The World Bank lent over US$1.26 billion to water
and wastewater service delivery in Asia between 2000
and 2004, whereof 95% promoted increased cost-
recovery and 88% promoted increased private sector

involvement.

Afghanistan. In March 2004, prominent donors and
private sector representatives met in Berlin to discuss
increased privatization and private sector involvement
in Afghanistan. The panel presentations were heavily
populated by private sector advisors from the Asian
Development Bank and the World Bank. World

Bank loans to Afghanistan do not yet promote priva-




Table 4: World Bank Loans 2000-2004 to East, South and South-East Asia
Country Project Loan amount | Fiscdl year Cost recovery | Privatization
(US$ mil) promotion promotion

Afghanistan Emergency Infrastructure Reconstruction Project 33 2002 X

Afghanistan Emergency National Solidarity Project ! 2004 X

Cambodia Provincial and Peri-Urban Water Supply and Sanitation 19.9 2003 X X
Project

China Liao River Basin Project 100 2001 X

China Chongging Urban Environment Project (CUEP) 200 2000 X X

China Hebei Urban Environmental Project 150 2000 X X

China Rural Water Supply and Sanitation Project (04) 46 2000 X

India Maharashtra Rural Water Supply and Sanitation 181 2004 X X
"Jalswarajya" Project

India Kerala Rural Water Supply and Environmental Sanitation 65.5 2001 X X
Project

India Karnataka Rural Water Supply and Sanitation Project (02) 151.6 2002 X X

Indonesia Water Supply and Sanitation for Low Income Communities 774 2000 X X
Project (02)

Philippines LGU Urban Water and Sanitation Project (02) 30 2002 X

Sri Lanka Community Water Supply and Sanitation Project (02) 39.8 2003 X X

Vietnam Ho Chi Minh City Environmental Sanitation Project 166.34 2001 X X
(Nhieu Loc-Thi Nghe Basin)

Total 1260.54 95%* 889%°

tization of water although they do suggest increased
cost-recovery. Increased cost-recovery would aid the
Asian Development Bank notion that “[pJrivate compa-
nies could provide urban services.”! Such policies do not
give consideration to post-war desperation and the

pervasive poverty in the country.

Cambodia. The 2003 World Bank loan to
Cambodia was preceded by a Public-Private
Infrastructure Advisory Facility grant of US$73,600
in 1999 that investigated private sector versus public
sector delivery.’2 A fair guess would be that the
Public-Private Infrastructure Advisory Facility project
concluded the private sector would solve the project.
But whether it did or not, the 2003 World Bank loan
promotes private sector management of financing in
Phnom Penh and notes that consumers accept the

principle that water tariffs should reflect the costs of

service delivery.”3

China. According to Shanghai Industrial Holdings
Ltd Chairman, China can “capture the largest possible
return on investment.”>* The multinational water com-

panies are flocking to the country after the water and

sanitation market was opened with little scrutiny

given to the impact on workers, consumers, and the
environment. With China’s entry into the World
Trade Organization, the profit potential for the multi-
nationals increased. Suez gained 14 bulk water con-
tracts between 1992 and 2001.5° Vivendi is involved
in several construction contracts and signed a 50-year
management contract in Pudang in 2002.56 The
World Bank loans for both rural and urban water
and wastewater supply all promote privatization and
rely on cost-recovery measures. The World Bank
loans in 2000 were followed by a 2001 US$380,000
grant from the Public-Private Infrastructure Advisory
Facility to investigate private sector participation in
Chingging. The Asia Development Bank approved a
Water Infrastructure Development Facility loan in
2002.57 Asian Development Bank assistance is
dependent on the introduction of the costrecovery
principle as the basis for determining water tariffs in
cities.”8

India. According to World Bank loan documents the
Government of India is committed to treating water
as an economic good,?? rather than a human right as

demanded by Indian water activists. The Bank’s proj-




ects are focused on promoting cost-recovery and pri-
vatization by facilitating the necessary institutional
reforms. Supported by US$520,000 from the Public-
Private Infrastructure Advisory Facility, the Indian
government worked towards “implementation of
reforms leading to increased private sector participa-
tion in the provision and financing of water supply
and sanitation services.” ©0 The reforms were
launched in a workshop in 1999 attended by “250 key
decision makers from national, state, and local governments
and the private sector” — again with money from the
Public-Private Infrastructure Advisory Facility.6!
Meanwhile, citizen opposition is mounting to the
Suez’ Sonia Vihar project in Delhi and Bechtel’s proj-

ect in Tirupur.

Indonesia. The proposal for a new national water law
in Indonesia brought thousands of activists into the
streets protesting the provisions promoting privatiza-
tion of water. The World Bank loan to poor commu-
nities promotes increased payments for consumers,
while noting the public good characteristics of water
and the failure of the private sector. (despite the fact

that it seeks to involve private sector entities). ©2 The
Public-Private Infrastructure Advisory Facility granted

two loans, in 2001 and 2003, that assisted privatiza-

tion in the cities of Pekanbaru and Surabaya.®3

The Philippines. The World Bank, the International
Finance Corporation, and the Asian Development
Bank promoted the privatization of water and waste-
water services in Manila. One of the first large
“showcase” privatizations, the concession contracts in
Manila have been a scandal for consumers and anoth-
er debttrap for the government. Five years after win-
ning the bids for the 25-year concessions the projects
were an unmitigated disaster with tariffs increases up
to 700%. However, this did not deter the Public-
Private Infrastructure Advisory Facility from granting
US$73,000 in 2002 to teach local governments how
to use privatization in the water sector.®4 World Bank
loans continue to support increased water privatiza-

tion. Many local and international civil society and

community groups have exposed the downfalls of the
privatization agenda in the Philippines, but interna-

tional financial institution policies are unrelenting.

Sri Lanka. In Sri Lanka, popular movements are
challenging the free market policies and water privati-
zation agendas in the National Resources Policy,
Water Service Reform Bill and Water Management
Policies - all of these legal and institutional reforms
are promoted by the World Bank and funded by the
Public-Private Infrastructure Advisory Facility. ©> The
World Bank loan strengthens these controversial poli-
cies by promoting privatization and ensuring

increased costrecovery.00

Vietnam. As in the case of India, the World Bank
demands of Vietnam that water is treated as an eco-
nomic good, not as a right. The loan promotes decen-
tralization, privatization and costrecovery policies. 07
Coupled with the Public-Private Infrastructure
Advisory Facility US$406,000 grant to pilot privatiza-
tion in the water sector® the combined effect is an

increased policy focus on privatization.

The World Bank involvement in East, South and
South-East Asia might be second to that of the Asian
Development Bank, but the continued promotion of
privatization and cost-recovery policies undermine
the effort to improve water and sanitation delivery to

those in most need.
Africa

Jamal Saghir, Director of the World Bank’s Water
and Energy division, has declared that World Bank
involvement in Africa’s water infrastructure has to
include private sector participation.®® With a weak
African Development Bank, the World Bank plays a

key role in lending policies on the continent.

Buwrkina Faso. In January 2001, just prior to the

World Bank loan approval, Vivendi Water received a
five-year management contract in Ouagadougou. The
World Bank loan cushions the Vivendi contract with




Table 5: World Bank Loans 2000-2004 to Africa

Country Project Loan amount | Fiscdl year Cost recovery | Privatization
(US$ mil) promotion promotion
Burkina Faso | Ouagadougou Water Supply Project 70 2001 X X
Chad Critical Electricity and Water Services Rehabilitation Project 54.8 2003 X X
Comoros Infrastructure, Water and Environment Project 11.4 2001 X X
Ghana Community Water and Sanitation Project (02) 25 2000 X X
Guinea Water Supply and Sanitation Project (03) - Supplemental 25 2002 X X
credit
Guinea- Private Sector Rehabilitation and Development Project 31.4 2002 X X
Bissau
Mauritania Urban Development Project 99.06 2002 X X
Malawi Supplemental Credit to the National Water Development 3.2 2003 X
Project
Malawi Privatization and Utility Reform Project 28.9 2000 X X
Mozambique | National Water Development Project 115 2000 X X
Nigeria Privatization Support Project 114.29 2001 X
Nigeria Small Towns Water Supply and Sanitation Program Pilot 5 2000 X X
Project
Rwanda Rural Water and Sanitation Project 20 2000 X X
Senegal Long Term Water Sector Project 125 2001 X X
Tanzania Rural Water Supply and Sanitation Project 132 2002 X X
Tanzania Dar es Salaam Water Supply and Sanitation Project 61.5 2003 X X
Tunisia Water Sector Investment Loan Project 103 2000 X X
Total 1024.55 86%™ 100%"

US$70 million while, as usual, the Burkinabé are

responsible for repayment.

Chad. The World Bank loan to the government in
Chad followed decades of violent conflict in the
country. Setting aside the desperate needs of the
poor in Chad, the World Bank loan demands
changes in the country’s legal framework that allow
transfer of control to Vivendi and ensures that invest-
ments will be recovered, including a profit margin. 72
Meanwhile, the African Development Bank has been
busy lending Chad money to service its debt; activi-

ties that only make sense to officials in the World

Bank.

Comoros. Privatization of the water utility on Grande
Comore and cost-recovery policies were established
prior to the loan approval. Under World Bank
guidelines water was privatized on Anjouan and

Moheli.

Ghana. The World Bank loan promotes policies for
cost recovery and privatization. Consumer water

rates have more than doubled in Accra during the

last three years. Simultaneously, the Public-Private
Infrastructure Advisory Facility awarded US$295,000
to similar privatization activities via promotion of
increased decentralization. 73 The proposal for priva-
tization of water utilities in urban areas has been met
with fierce resistance and the World Bank is current-
ly promoting a shorter service and management pri-
vatization proposal, although civil society resistance

remains strong.

Guinea. The African Development Bank has funded
rural water supply in Guinea. Funding from the
World Bank for the water sector includes clear
instructions on how to spend the money to promote
privatization. At the time the loan was approved
Guinea had been unable to attract a private corpora-
tion for the 15-year concession, but the loan spells

out renewed conditions in order to attract the “need-

ed” private sector involvement. ™

Guinea-Bissau. As the International Monetary Fund
already demands privatization and cost recovery from
Guinea-Bissau?” it is no surprise that the World

Bank loan promotes water privatization, cost recov-




ery, and infrastructure reform that attempts to
improve the “investment climate” to attract the for-

eign corporations.

Kenya. Despite the fact that Kenya does not make it
to the list of 2000-2004 World Bank loans promoting
water privatization, it's worth mentioning that the
capital city of Nairobi is the latest target of the priva-
tization campaign. The Public-Private Infrastructure
Advisory Facility is sponsoring a conference on May
15, 2004 that will explore the opportunities for pri-
vate sector participation in infrastructure and discuss
the reforms required.”® In addition, the Public-
Private Infrastructure Advisory Facility has sponsored
analyses of privatization strategies for Kisumu,??
Nairobi’8 and Mombasa.”?

Mauwritania. The World Bank loan in Mauritania
was awarded to SONELEC even though the water
utility is set for privatization. The loan demands call
for increased cost recovery in order to improve the
revenue flow and attract private water corpora-

tions.80

Milawi. Both water loans awarded to Malawi pro-
motes privatization as essential development and
lends money to develop a cost recovery strategy.
Along with the World Bank loans the Public-Private
Infrastructure Advisory Facility awarded a

US$194,350 grant in 2000 to build consensus in

Blantyre and Lilongwe for privatization of water.5!

Mozambique. The US$115 million World Bank loan
granted to Mozambique in strong terms conditioned
privatization in all major cities (Maputo, Beira,
Quelimane, Nampula, and Pemba) and demanded a
national policy based on full cost recovery.82 The
loan facilitated a concession contract with the SAUR
Corporation and Aguas de Portugal. However, SAUR
pulled out of the concession in December 2001 and
after a number of attempts to restructure the conces-
sion the final documents were signed in March 2004
making Aguas de Portugal the lead concessionaire.

Nigeria. These two World Bank loans prepare the
necessary conditions to attract foreign multinational
water corporations through promotion of cost recov-
ery tariffs and promotion of private sector involve-
ment. The Public-Private Infrastructure Advisory
Facility funded similar promotional projects along
with specific funds given towards the privatization of
water in Lagos and83 expansion of private involve-

ment in Ogun State.84

Rwanda. Despite the history of war and violence in
Rwanda, and the prevalence of abject poverty, the
World Bank loan promotes increased cost recovery
and claims that there is willingness to pay, while fail-
ing to mention the necessity of the ability of the poor

to pay more for water. The loan also seeks to mobilize

support for privatization.83

Senegal. Water in Senegal’s capital, Dakar, has been
privatized under a contract with the French multina-
tional SAUR since 1996. The contract has been criti-
cized by a coalition of civil society groups and many
citizens complain that they can no longer afford
water for basic needs due to the price increases. As
the contract is coming up for renewal in 2000, civil
society groups are preparing analysis of the social
impact of privatization by the French multinational.
The World Bank loan institutes “a new tariff policy
for better cost recovery” and invites privatization of
construction of water treatment facilities from the
Senegal River.86 The International Finance
Corporation is giving the government advice on

negotiation of privatization of Dakar’s water for the

next thirty years.87

Tanzania. The World Bank loan to Tanzania’s capi-
tal, Dar es Salaam, required increased cost recovery
and privatization and led to the rapid privatization of
the Dar es Salaam Water and Sewerage Authority.
The 10-year privatization is handled by a consortium
consisting of Biwater and Gauff Ingenieure. Civil
society groups were locked out of the privatization
decision which took place without proper public
hearing and participation.




Tunisia. In Tunisia, the World Bank is attempting to
commercialize and privatize water and sanitation in
various regions and sectors. Both in terms of water
for irrigation and water for household consumption,
cost recovery must apply.88 According to Public Works
Financing, Tunisia’s state water agency is currently
investigating a 25-year concession contract for Tunis

wastewater. 89

World Bank loans in Africa promote water privatiza-
tion and cost recovery regardless of the post-conflict
situations that governments have to tackle and
regardless of the extreme poverty levels in many of
the recipient countries. In addition to the require-
ments included in the water and sanitation loans,
countries are also required to privatize under many of
the International Monetary Fund loan conditions.
Increasingly, the Development Bank of Southern
Africa is assisting water multinationals in their goal
to acquire concessions around the world. This was
the case with the Nelspruit concession in South
Africa. The World Bank policy is explicit: money for
public sector and community-run water and sanita-

tion is not available. However, the World Bank and

other institutions do not hesitate to provide loans to
assist the multinational water corporations. The pri-
vatization of water utilities is clearly an exercise in

“cherry-picking” as the first cities to privatize offered

the greatest profit potential.
Latin America

A recent review of the Inter-American Development
Bank’s (IADB) loan portfolio on water and sanitation
from 1996-2003 showed that the IADB lends directly
to multinational water corporations and the conces-
sions that they have been granted in Latin
America.?0 The Inter-American Development Bank
plays a more decisive role in Latin American water
and sanitation lending that the World Bank. The
World Bank’s portfolio in the four years reviewed
only totals US$573.6 million. However, the World
Bank has the same explicit demands to governments
in Latin America as does the Inter-American
Development Bank: privatize water and sanitation or

you will not receive the funds needed.

Table 6: World Bank Loans 2000-2004 to Latin America

Country Project Loan amount | Fiscdl year Cost recovery Privatization
(US$ mil) promotion promotion

Argentina Water Sector Reform Project 30 2000 X

Brazil Recife Favela Upgrading Project 46 2003 X X

Brazil Ceara Integrated Water Resources Management 136 2000 X X
Project

Colombia Bogota Urban Services Project 100 2003 X X

Colombia Water Sector Reform Assistance Project 40 2002 X X

Colombia Cartagena Water Supply, Sewerage and 85 2000 X) X
Environmental Management Project from the rich/

business

Dominican Wastewater Disposal in Tourism Centers Project 5 2000 X X

Republic

Ecuador Rural and Small Towns Water Supply and 32 2001 X X
Sanitation Project

Peru Lima Water Rehabilitation and Management Project 20 2003 X (no Project Appraisal
- Supplementary Project Document available)

Peru National Rural Water Supply Health and Sanitation 50 2003 X X
Project

St. Lucia Technical Assistance Water Sector Reform Project 2.6 2002 X) X

Uruguay OSE Modernization and Systems Rehabilitation 27 2000 X X
Program Project

Total 573.6 95% (80%)°! 100%*




Argentina. The World Bank loan to Argentina con-
tinues the policy of reform of the water sector
through increasing privatization and cost recovery. 93
Argentina was a Latin American magnet to corporate
water interests in the late 1990s. The Public-Private
Infrastructure Advisory Facility supported a water
reform project in Tucuman in 1998 in order to promote
privatization.?* The money was awarded after the
water multinational Suez announced it was leaving
Tucuman. This happened after continuous protest
from consumers due to the increased water prices,
the poor conditions of the service and the resulting
massive consumer payment boycotts.”” The Public-
Private Infrastructure Advisory Facility project failed
in its purpose to convince consumers that privatiza-
tion would be good for them, much to the delight of
the residents. The Buenos Aires concession, support-
ed by the International Finance Corporation? is also
held by Suez. The concession is currently being arbi-
trated in the International Center for the Settlement
of Investment Disputes - due to the Argentine gov-
ernment’s refusal to give in to another price adjust-
ment in favor of Suez. In the province of Santa Fe
and in Buenos Aires, Suez practice indiscriminately
cuts off water if households fail to pay on time.
Despite on-going rate increases, environmental catas-
trophes, and failures to invest the concession has
been allowed to continue. The Inter-American
Development Bank granted large loans to the Suez
concessions in Buenos Aires and Santa Fe province.
In Santa Fe, civil society organized a plebiscite signed
by thousands of residents to demand the exit of Suez.

Brazil. Luiz Indcio Lula da Silva, the president of
Brazil, is generally thought to oppose outright privati-
zation of water services. However, the World Bank
and the International Finance Corporation continue
to push their policies in the country. The
International Finance Corporation funded privatiza-
tion of water in both Sao Paulo and Ceara.97 Ceara
was also the target for the 2000 World Bank loan
that demands cost recovery tariffs in order to repay

the US$136 million loan. The World Bank loan to

the Recife Favela calls for privatization and cost recov-

ery of the investments. 98

Colombia. In Columbia, World Bank loans seek to
reform the water sector in order to further privatiza-
tion and cost recovery.”? In Cartagena, the loan
requires privatization and states that the Bank will
assist in attracting private sector investment. The
Public-Private Infrastructure Advisory Facility preced-
ed the World Bank loans in 2001 by providing funds
to develop the regulatory framework for

privatization. 100

Dominican Republic. The World Bank loan to the
Dominican Republic focuses on wastewater disposal
in tourism centers. It requires privatization and
places targets on cost recovery. A price that foreign
tourists probably can afford, but as in the case of
Cancun, Mexico, is likely to negatively affect the
price and local access to services for permanent resi-

dents.

Ecuador. Ecuador has struggled with a controversial
privatization in Guayaquil since 1994. The private
takeover was preceded by reforms in order to corpora-
tize the utility and enable privatization. Funds for the
privatization came from the Inter-American
Development Bank and the IADB is currently plan-
ning to lend additional funds directly to the Bechtel
joint venture in the city.10! The World Bank loan
promotes policy reform in order to achieve increased
cost recovery and privatization in Rural and Small

Towns across Ecuador. 102

Peru. The World Bank awarded Peru two water and
sanitation sector loans in the period reviewed. The
Project Appraisal Document is unavailable for the
loan for the rehabilitation of Lima’s water. Lima’s
water services are undergoing privatization and in
2000 a 27-year “build operate and transfer” contract
was granted. 103 Cost recovery and privatization are
also part of the loan awarded in 2003. The loan seeks
to increase the possible consumption of water to 50




liters of water per day per person - a minimum
required by the World Health Organization. In a sec-
ond loan the same year, the World Bank focused on
health and water in rural areas, but also required cost
recovery and private sector participation.lo4 The
Public-Private Infrastructure Advisory Facility simulta-
neously funded a project to develop new regulatory

models to improve the “tariff structure.”10°

Saint Lucia. The objective of the World Bank loan
to Saint Lucia is to prepare a new legal and regulato-
ry framework that will permit and protect privatized
water provision. The measures also include full cost
recovery. The Bank claims that its presence lends
credibility to the project as it claims elsewhere.100
The new legal framework will permit abstraction of

groundwater.

Uruguay. In Uruguay, as in many other recipient
countries, citizens are organizing to expel water cor-
porations as a result of the concessions in
Maldonado and Punta del Este.107 Despite the popu-
lar protests, the World Bank continues to promote

full cost recovery and the benefits of privatization.

Civil society opposition to water privatization is grow-
ing in Latin America. The orchestrated collaboration
between numerous international institutions and gov-
ernments in Latin America is meeting fierce resist-
ance from civil society groups and communities that
are tired of corporate corruption and the socio-eco-
nomic erosion of their lives that these institutions
have brought. The InterrAmerican Development

Bank plays a particularly large role in Latin America,

but the World Bank is not exempted. The loan
requirements pushed by these institutions undermine

national democracies and self determination.

Middle East

As the prediction is that the future wars will be
fought over water, the Middle East situation is espe-
cially dire. With the current rate of extraction of
water the aquifers in the region will be depleted in 50
years. In the 5-year review undertaken, the World
Bank awarded only six loans with a focus on water
and sanitation in a region with a desperate need for
sustainable solutions. Iraq is currently the largest
recipient of fiscal transfers to improve water and sani-
tation, but not from the World Bank. Instead the
occupying power, the United States, has contracted
improvements to the Bechtel Corporation in a no-bid

contract.

Iran. The Teheran sewerage project in Iran seeks full
cost recovery through the revised tariff structure and
encourages privatization. It sets the stage for a “build
operate and transfer” contract.!10 Iran is currently
involved in building a water line from Iran to Kuwait.

The project is established in a 30-year concession
contract worth US$2 billion.111

Jordan. Jordan is not part of the World Bank 2000-
2004 portfolio, but it’s worth mentioning that priva-
tization is being pushed in the country despite resist-
ance from the government. The Public-Private

Advisory Facility awarded funds in order to increase

private sector participation and facilitate regulatory

Table 7: World Bank Loans 2000-2004 to the Middle-East

Country Project Loan amount Fiscdl year Cost recovery Privatization
(US$ mil) promotion promotion

Iran Tehran Sewage Project Loan 145 2000 X X

Lebanon Municipal Infrastructure Project 80 2000 X

Lebanon Ba'albeck Water and Wastewater Project 45.53 2002 X X

West Bank & Gaza Emergency Water Project 12.5 2004

Yemen Urban Water Supply and Sanitation Project 130 2003 X X

Yemen Rural Water Supply and Sanitation Project 20 2001 X

Total 433.03 97%'® 74%"'%




reform that would allow this with US$600,000 in
2000.112 Already, two wastewater projects and one
water project, involving both Vivendi and Suez, are

operating in the country.113

Lebanon. The World Bank gave Lebanon two loans
in the period we researched. In 2000, it approved a
loan that set the stage for privatization by demanding
cost recovery practice implementation.!14 In 2002, it
funded the Ba’albeck Water and Wastewater Project
further promoting cost recovery and regulatory
reform provisions. The project objective is to award
an operations and maintenance contract to the pri-

vate sector. 115

West Bank and Gaza. In the West-Bank and Gaza,

residents have long withdrawn water at a rate out-

stripping the shallow aquifer supply. As a result, salt

has entered the water supply and leads to a number
of health problems. The World Bank loan does not

explicitly demand cost recovery or privatization -

instead the loan is an emergency project to enable

water delivery. However, privatization did take place

in 1996 with Suez being awarded a 4-year contract,

with World Bank funding, in order to improve water

Table 8: World Bank Loans Fiscal Year 2000

services. 110 According to local organizations, the
water delivery has instead declined and Suez has exit-

ed the country.

Yemen. Yemen received funding for both urban and
rural water and sanitation supply. In the urban areas,
the World Bank loan requires cost recovery and pri-
vatization, 117 while in the rural areas it has a harder
time encouraging private sector interest. Instead, the
rural project seeks to involve private sector participa-
tion for delivery of spare parts and similar services.
However, as in the urban project, it demands full cost

recovery. 118

Reviewing World Bank Loans Over Time

As the previous section made painfully clear, World
Bank loan policy is consistently promoting privatiza-
tion and cost recovery in recipient countries. This
section reviews whether World Bank loan policies
have changed over time, as many World Bank offi-
cials appear to be claiming that there is now a
reduced focus on water privatization and that it may
be reduced even further in the future. With the pro-

jected loan portfolio doubling, increasing from

US$523 million in fiscal year 2002 to US$1.3 billion

Table 9: World Bank Loans Fiscal Year 2001

Country Loan amount Cost recovery | Privatization
(US$ mil) promotion promotion
Burkina Faso 70 X X
China 100 X
Comoros 11.4 X X
Ecuador 32 X X
India 65.5 X X
Kosovo 5.92 X X
Macedonia 29.27 X X
Nigeria 114.29 X
Russian Federation 122.5 X X
Senegal 125 X X
Tunisia 103 X X
Ukraine 24.25 X X
Vietnam 166.34 X X
Yemen 20 X
Total 887.77 87%"! 869%'%?

Country Loan amount Cost recovery | Privatization
(US$ mil) promotion promotion
Albania 10 X X
Argentina 30 X
Bosnia-Herzegovina 12.92 X X
Brazil 136 X X
China 200 X X
China 150 X X
China 46 X
Colombia 85 X) X
Dominican Republic 5 X X
Ghana 25 X X
Hungary 88.9 X X
Indonesia 714 X X
Iran 145 X X
Lebanon 80 X
Malawi 28.9 X X
Mozambique 115 X X
Nigeria 5 X X
Poland 120 X X
Rwanda 20 X X
Uruguay 27 X X)
Total 1407.12 98% (92%)'" 91%'%




Table 10: World Bank Loans Fiscal Year 2002

Country Loan amount Cost recovery | Privatization
(US$ mil) promotion promotion
Afghanistan 33 X
Colombia 40 X X
India 151.6 X X
Kyrgyz Republic 15 X X
Lebanon 45.53 X X
St. Lucia 2.6 X X
Guinea 25 X X
Guinea-Bissau 31.4 X X
Mauritania 99.06 X X
Philippines 30 X
Romania 40 X X
Serbia and 2.8 X X
Montenegro
Tanzania 132 X X
Tajikistan 17 X X
Uzbekistan 40 X X
Total 704.99 91%'” 100%'*

Table 11: World Bank Loans Fiscal Year 2003

Country Loan amount Cost recovery | Privatization
(US$ mil) promotion promotion
Albania 15 X X
Azerbaijan 12.92 X X
Brazil 46 X X
Cambodia 19.9 X X
Chad 54.8 X X
Colombia 100 X X
Georgia 19.41 X X
Malawi 3.2 X
Moldova 12 X X
Peru 20 X NA
Peru 50 X X
Sri Lanka 39.8 X X
Tanzania 61.5 X X
Yemen 130 X X
Total 585.53 99%'% 100% (97%)'*

Table 12: World Bank Loans Fiscal Year 2004

Country Loan amount Cost recovery | Privatization
(US$ mil) promotion promotion

Afghanistan ? X

West Bank & Gaza 12.5

India 181 X X

No total since fiscal year ends June 30, 2004.

in fiscal year 2003 and an expected US$1.5
billion in fiscal year 2004, it is important to

try to assess any significant policy changes.

Our review of World Bank lending in water
and sanitation from 2000-2004 makes it clear
that little has changed. In 2000, 91% of funds
were tied to privatization, while 98% of the
funds promoted cost recovery. The size of the
loan portfolio this year topped the period
reviewed with US$1.4 billion. In 2001, 86%
of funds were used to promote privatization,
87% were used for cost recovery promotion.
The total portfolio was US$887 million -
almost half that of 2000. In 2002, all loans
promoted privatization, just as they did in
2003. Cost recovery was promoted with 91%
of funds in 2002, while with 99% in 2003. It
is also noteworthy that the US$585 million
disbursed to water and sanitation delivery in
fiscal year 2003 falls far short of the commit-
ment to disburse US$1.3 billion.

Fiscal year 2004 is ending June 30, 2004. It is
therefore not possible to conclude on the few
loans that have yet been approved. Only three
loans were approved from July 1, 2003 to
April 15, 2004, two of which are in conflict
areas - far short of the US$1.5 billion goal.
Could it be that the Bank is unable to prepare
loans for approval when they include contro-
versial conditions requiring privatization and
cost recovery! Loans in fiscal year 2000-2003
were approved all year around, but in order
for the World Bank to reach its current goal it
will have to approve a large number of water
and sanitation loans between April 15 and
June 30, 2004. The World Bank currently has
over 40 loans in its pipeline portfolio totaling
over US$2.8 billion. 27 With an average 20-
month lead time to prepare an infrastructure
loan at the World Bank the goals might be far

fetched.128




Has the World Bank Backed Down?

The public rhetoric of the World Bank has changed
in recent years in favor of less emphasis on cost recov-
ery and privatization, while in reality the loan policies
have changed little, if at all. The World Bank
acknowledges that privatization has not brought the
needed finances to breach the gap in access to water
and sanitation services, but through its loan policies
and the policies of sponsored and affiliated institu-
tions it continues to promote the same privatization

policies.

One example highlighted is the Public-Private
Infrastructure Advisory Facility, launched by the
World Bank in July 1999. By constructing new insti-
tutions the World Bank relinquishes direct control
over loan conditions imposed on recipient countries.
This happens, despite the fact that Public-Private
Infrastructure Advisory Facility is in fact headquar-
tered in the World Bank (along with another World
Bank-sponsored organization “the Water and
Sanitation Program”) and keeps its offices in regional
World Bank offices in Kenya and Singapore - and
just conveniently down the road from its offices in
Pretoria, South Africa. The Public-Private
Infrastructure Advisory Facility’s funding, in addition
to the funding already mentioned, provided to specif-
ic countries, include training journalists to report
favorably on privatization as well as global and region-
al workshops set up to promote privatization to local

and national decision-makers.

Key to the future of the water privatization agenda, is
the implementation of the Camdessus recommenda-
tions. By establishing a new cross-institutional task
force to implement the recommendations, the World
Bank is ensuring renewed coherence on the privatiza-
tion agenda. The World Bank works with the
International Finance Corporation and the
Multilateral Investment Guarantee Agency within the
World Bank group in order to implement recommen-
dations from the Camdessus report. Below, we assess

the status of some of the key recommendations from

the Camdessus report.

The Municipal Fund is an initiative shared by the
World Bank and the International Finance
Corporation and created in 2003. The Fund “pro-
vide[s] states, municipalities, and municipally controlled
institutions with new financial products and access to capi-
tal markets. Our objective is to strengthen their ability to
deliver key infrastructure services such as water, wastewater
management, transportation, electricity, and power, and to
improve efficiency and accountability.”129 It was set up to
circumvent the national oversight in recipient coun-
tries in order to provide loan resources directly to
sub-federal governments to facilitate support to the
privatization process directly in regions, provinces,

states, and municipalities.

The Backstopping Liquidity Facility recommended
by the Camdessus report was proposed to protect for-
eign investors by mitigating their foreign exchange
risks. Other facility aspects are still being investigated.
Foreign exchange risk mitigation was used in the
Tanzania concession by exchanging the World Bank
U.S. dollar loan for the privatization into a local cur-
rency loan held by a bank based in Tanzania. The
World Bank still guarantees the loan to the country,

but repayment is made to the local bank.

DevCo will facilitate privatization by assisting project
identification, preparation and tendering for a priva-
tization contract. Financial support will be available
through a revolving fund.!30 GuarantCo insures
bonds issuing for local governments seeking to priva-
tize water.13! The latest World Bank idea is to priva-
tize the independent regulation that oversees privati-

zation. 132

Meanwhile, the Multilateral Investment Guarantee
Agency is investigating other risk mitigation mecha-
nisms. The Agency ensures that multinational corpo-
rations are able to work risk free in the Global South,
while it does nothing to ensure that the projected

beneficiaries- people in need of water and sanitation -




are in fact receiving the service. Neither does the
Agency ensure recipient countries against corporate

abuse.

The World Bank coherence policy with the
Multilateral Investment Guarantee Agency and the
International Finance Corporation ensures that the
privatization agenda stays front and center. The risk
mitigating instruments implemented in 2003 all
ensure that the multinational water corporations will
receive insurances for profits if they increase their
investments in the Global South. And with open
access to regional development bank, World Bank,
and International Finance Corporation assistance
they do not need to drop a dime in order to fill their
shareholders pockets.

Conclusion

Communities around the world are organizing to
stop the corporate takeover of their water supply and
to force the corporations to exit once privatization

has been accomplished.

But, who is ultimately responsible when water privati-
zation fails? The debt burden falls on governments,
taxpayers, and finally the poorest consumers who
continue to be denied access to clean and affordable

water.

Looking at World Bank lending from 2000-2004 it is
clear that, despite improved public relations rhetoric,
little or nothing has changed in the water sector. The
policy goal for World Bank involvement in the water
and sanitation sector continues to be privatization.

But, a growing social movement is demanding that

the World Bank BACK DOWN.

If the Bank is committed to funding the corporate
takeover of water rather than sustainable solutions
why not use the taxpayer money, bonds, and invest-
ments that sustain the World Bank for sustainable

projects somewhere else?

As the World Bank turns sixty it is facing increased
opposition to the water privatization policies that
have caused such havoc and turmoil around the
world. This growing social movement, in the face of
an institution that refuses to listen or change, contin-
ues to tell the World Bank to back down. Their

demands are to:

* fully recognize the human right to water in all Bank

policies related to water and sanitation;

* remove all conditions, implicit or explicit, that
demand full cost recovery from household water

users;

* remove all conditions, explicit and implicit, that
require public/private partnerships in order to per-

mit government access to loan resources;

* cease loans that promote the reform of national
water laws in order to permit and protect private sec-

tor participation and increased cost-recovery;

* work to strengthen the role of the public sector and
meaningful participation of civil society and affected

communities; not undermine it.
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NOTES

1 Mason, E and Asher R. The World Bank Since Bretton Woods. The Brookings Institute, Washington, D.C., 1973, p.190.

2 World Bank Operations Evaluation Department (2002) “Bridging Troubled Waters” p25
http://wbln0018.worldbank.org/oed/oeddoclib.nsf/View+to+Link+WebPages/033CAC99ECB8122885256AEA0057495B/$File/water.pdf!OpenElement..

World Bank (1993) “Water Resources Management” p9 http://www-wds.worldbank.org/servlet/WDS_IBank_Servlet’pcont=details&eid=000178830_98101911251888.
World Bank (1993) “Water Resources Management” p58 http://www-wds.worldbank.org/servlet/WDS_IBank_Servlet’pcont=details&eid=000178830_98101911251888.

3 World Bank Water Week 2004 “Diving into Implementation: The World Bank and Water Resources: Management AND Development” PowerPoint presentation by David
Grey, Senior Water Advisor (slide 28) http://www.worldbank.org/watsan/waterweek2004/opening.htm.

4 Millennium Development Goals http://www.developmentgoals.org/Environment.htm.

5 Only two loans in fiscal year 2004 meets that criteria. Furthermore, a loan awarded Niger in fiscal year 2001 and a loan awarded Brazil in fiscal year 2003 were
excluded from the analysis given that the loan documents are unavailable (Niger:
http://web.worldbank.org/external/projects/main’pagePK=104231&piPK=73230& theSite PK=40941 & menuPK=228424&Projectid=P061558 - Brazil:
http://web.worldbank.org/external/projects/main’pagePK=104231&piPK=73230& theSitePK=40941&menuPK=228424&Projectid=P078310).

6 Millennium Development Goals http://www.developmentgoals.org/Environment.htm.

7 Only two loans in fiscal year 2004 meets that criteria. Furthermore, a loan awarded Niger in fiscal year 2001 and a loan awarded Brazil in fiscal year 2003 were
excluded from the analysis given that the loan documents are unavailable (Niger:
http://web.worldbank.org/external/projects/main’pagePK=104231&piPK=73230&theSite PK=40941&menuPK=228424&Projectid=P061558 - Brazil:
http://web.worldbank.org/external/projects/main?pagePK=104231&piPK=73230& theSitePK=40941 & menuPK=228424& Projectid=P078310).

8 Russian Federation - Municipal Water and Wastewater Project http://www-
wds.worldbank.org/servlet/WDS_IBank_Servlet!pcont=details&eid=000094946_00121301483492.

9 Yugoslavia, Federal Republic of (Serbia/Montenegro) - Montenegro Environmental Infrastructure Project http://www-

wds.worldbank.org/servlet/WDS_IBank_Servlet’pcont=details&eid=000094946_01080304114073.
10 Calculated based on the value of the loans.
1 ppid,

12 The Public-Private Infrastructure Advisory Facility (PPIAF) Activities and Outputs “/ALBANIA] Communication Program for Private Participation in Municipal Water and
Wastewater” http://wbln0018.worldbank.org/ppiaf/activity.nsf/DocByUnid/69FFB74D 1907373285256 CBE00581010?Opendocument.

13 Berlinwasser International is owned 50.1% by the City of Berlin and 49.9% of RWE/Thames and Vivendi) and has investments in Budapest, Hungary, China,
Azerbaijan, Namibia, Thailand, Vietnam and Turkey. Berlinwasser Elbasan, Albania

http://www.berlinwasser.net/ENG/home/products_and_references/references_international/elbasan__albania/index.php.
14 Albania - Municipal Water and Wastewater Project http://www-wds.worldbank.org/servlet/WDS_IBank_Servlet!pcont=details&eid=000094946_0301300401371.

15 The Public-Private Infrastructure Advisory Facility (PPIAF) Activities and Outputs “/AZERBAIJAN] Private Sector Involvement in the Provisions of Water and Wastewater
Services in Greater Baku” http://wbln0018.worldbank.org/ppiaf/Activity.nst/DocByUnid/7B470946B 18 DOBAA85256 ADB0O0516EEC?Opendocument

16 Azerbaijan - Greater Baku Water Supply Rehabilitation Project (Supplemental Credit) http://www-
wds.worldbank.org/servlet/WDS_IBank_Servlet’pcont=details&eid=000094946_01060104462861.

17 presentation by lawyer to AMI Water at the World Bank Water Week “Diving Into Implementation” 2004.
18 European Bank for Reconstruction and Development “EBRD investments 1991-2002” p3 http://www.ebrd.com/pubs/general/invest/invest02.pdf

19 pPADCO, a private company, specializes in legal and regulatory reform, privatization, pricing, billing and collection, decentralization and finance. PADCO Expertise

by Core Competencies “Privatization of Urban Services & Ultility Restructuring” http://www.padcoinc.com/web_17.htm.

20 Azerbaijan Development Gateway “Baku” http://www.gateway.az/cgi-bin/cl2_gw/item.cgi’lang=en&item=20031111102551792.

21 “pRIVATIZATION IN THE REPUBLIC OF AZERBAAN FOR THE PERIOD FROM 1995 TO 1998” https//www.pangacapartners.com/azpriv.htm.
22 Azerbaijan Development Gateway http://www.gateway.az/cgi-bin/cl2_gw/item.cgi’lang=en&item=20031111174705663.

23 The PublicPrivate Infrastructure Advisory Facility (PPIAF) Activities and Outputs”[GEORGIA] Private Participation in Georgia’s Water and Wastewater Sector”
http://wbln0018.worldbank.org/ppiaf/activity.nsf/DocByUnid/A18055C88CODCD6985256C46004586 DE?’Opendocument.
Berlinwasser International is owned 50.1% by the City of Berlin and 49.9% of RWE/Thames and Vivendi) and has investments in Budapest, Hungary, China,

24Azerbaijan, Namibia, Thailand, Vietnam and Turkey. Berlinwasser Elbasan, Albania http://www.berlinwasser.net/ENG/home/products_and_references/refer-
ences_international/elbasan__albania/index.php.

25 Hall, David and Emanuele Lobina “Water and privatisation in central and eastern Europe, PSIRU 1999” pp5 -6 http://www.psiru.org/reports/9909b-W-CEE.doc.
26 European Bank for Reconstruction and Development “mei- signed projects” http://www.ebrd.com/country/sector/muninfra/index.htm.

27 Hall, Dave, Emanuele Lobina, & Robin de la Motte “Water privatisation and restructuring in Central and Eastern Europe and NIS countries, 2002” PSIRU p13
http://www.psiru.org/reports/2003-03-W-CEENIS.doc.

28 Hall, David and Emanuele Lobina “Water and privatisation in central and eastern Europe, PSIRU 1999” p5 http://www.psiru.org/reports/9909b-W-CEE.doc.
Additional Hungarian privatizations include Favarosi Vizmuvek water held by Suez (51%) and RWE/Thames water (49%), Kapososvari utilities managed by Suez
(35%) and Pecs water and wastewater, a 25 year concession awarded Eurawasser (Suez). Source Public Works Financing “2003 International Major Projects Survey”
October 2002 Volume 177 p94.

29 Legal Reform Project
http://web.worldbank.org/external/projects/main’pagePK=104231&piPK=73230& theSite PK=40941 & menuPK=228424& Projectid=P046046.




30 The Public-Private Infrastructure Advisory Facility (PPIAF) Activities and Outputs “[KAZAKHSTAN] Privatization Strategy for Water Supply Systems in Northeastern
Kazakhstan” http://wbIln0018.worldbank.org/ppiaf/Activity.nsf/DocByUnid/B18E4EC2F5F3CC7A85256A2600646F10?Opendocument

31 The Public-Private Infrastructure Advisory Facility (PPIAF) Activities and Outputs “/KAZAKHSTAN] Private Sector Options in Water for Small and Medium Sized Cities”
http://wbln0018.worldbank.org/ppiaf/Activity.nsf/DocByUnid/29FB29C62D1BE 18F85256AD9005B7599?0Opendocument

32 The Public-Private Infrastructure Advisory Facility (PPIAF) Activities and Outputs “[KOSOVQ] Private Sector Participation in Water Supply and Sanitation in Gjakove-
Rahovec” http://wbln0018.worldbank.org/ppiaf/Activity.nsf/DocByUnid /08 A61 D2EOCSEBDIF8525690B006E35EA’Opendocument

33 Poland - Rural Development Project http://www-wds.worldbank.org/servlet/WDS_IBank_Servlet’pcont=details&eid=000094946_00032505302294.
34 public Works Financing “2003 International Major Projects Survey” October 2002 Volume 177 p139.

35 Ibid, pp139-140.

36 Romania - Rural Development Project http://www-wds.worldbank.org/servlet/WDS_IBank_Servlet’pcont=details&eid=000094946_02030604010440.
37 “ROMANIA: Bucharest Water and Wastewater Concession” http://ifcln Lifc.org/ifcext/enviro.nsf/Content/Water& WastewaterProjects#romania.

38 public Works Financing “2003 International Major Projects Survey” October 2002 Volume 177 p146.

39 Hall, Dave, Emanuele Lobina, & Robin de la Motte “Water privatisation and restructuring in Central and Eastern Europe and NIS countries, 2002” PSIRU pp22-23
http://www.psiru.org/reports/2003-03-W-CEENIS.doc.

40 public Works Financing “2003 International Major Projects Survey” October 2002 Volume 177 p148.

41 The Public-Private Infrastructure Advisory Facility (PPIAF) Activities and Outputs “[TAJIKISTAN] Private Sector Participation in Water Supply” http://wbln0018.world-
bank.org/ppiaf/Activity.nsf/DocByUnid/A6976E07882AA8CE8525696D005BCOF7?Opendocument.

42 Tajikistan - Dushanbe Water Supply Project http://www-wds.worldbank.org/servlet/WDS_IBank_Servlet’pcont=details&eid=000094946_0206060403145.

43 The Public-Private Infrastructure Advisory Facility (PPIAF) Activities and Outputs “{UZBEKISTAN] Private Sector Participation in the Water Sector”
http://wbln0018.worldbank.org/ppiaf/Activity.nsf/DocByUnid/F8516 BDBSEAAOB428525696D005BD2F8?Opendocument.

44 Staddon, Chad “PRIVATISATION AND ACCESS TO WATER RESOURCES IN POSTCOMMUNIST EASTERN EUROPE” Submitted to Water Science and
Technology http://www.riverfestival.com.au/2002/files/symposium/StaddonChad.doc

45 Urban Infrastructure & Service Delivery
http://web.worldbank.org/external/projects/main?pagePK=104231&piPK=73230& theSitePK=40941&menuPK=228424&Projectid=P083353.

46 Thilisi Water Supply http://web.worldbank.org/external/projects/main?pagePK=104231&piPK=73230&theSitePK=40941 & menuPK=228424& Projectid=P049171.

47 Armenia: Municipal Water and Wastewater

http://web.worldbank.org/external/projects/main’pagePK=104231&piPK=73230& theSitePK=40941 & menuPK=228424& Projectid=P063398, Kazakhstan:
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