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Water Policy : comments by author Bernard O. Barraqué
to right of reply by Paris deputy-mayor on article WPOL-D-11-00085

The arguments put forward by Ms Le Strat are qumted. Perhaps | wrongly gave an
impression to my own deputy mayor that | sided viligr opponents’. Yet | have not used the
arguments of former private water companies inR & the simple reason that they refused
to give me their opinion. | based my paper on doaniswhich | could access. | am no
opponent to any of the protagonists of the pubticgte debate. But indeed, | have supported
public water management as a viable model, aneiag la full part of the ‘French water
supply model’, way back in the 1990’s, when the W@&ank seemed to me excessively in
favour of ‘privatization’. | insist that a largetgilike Paris is perfectly able to deliver water
and sanitation services without the support oflagiion contract, all the more so that there
always remained very efficient publicly manageditigs, like Amiend. In my opinion, they
are part of the ‘French model’ because their vergtence creates the conditions of a
benchmarking between public and private procureniurtl have also written in support of
the Germarstadtwerkewhich are private companies owned by public attiles. Since there
is such a wide array of management formulas mjsassible to simplify the public vs private
debate, and I tried to show that equally or monedrtant was the issue of consolidation vs
maintained local management.

| admit that it probably was difficult, painful am@nflicting to carry the assessments which
led the city of Paris to take water supply backhiouse’. Paris is clearly a landmark in the
return to public procurement in the very countrylefegated management. But it is equally
excessive to self-portray as having done sometinmgue. Clearly the 25 year contract
signed under mayor Chirac was opaque and un-reguiat an independent authority, and
this contract allowed private companies to makedgmofits, in particular through the
subcontracting of public works to their own subaidis (which | mentioned). But these
private partners are just not the reason why waitees soared up in the period. It is the
sewage collection and treatment part of water tiligch went up; yet, to me there is nothing
wrong with the public operators of bulk water protion and sewage collection and treatment
rising their part of the bill on account of needed long overdue investment. And in the end,
the total water price remains one of the lowe$tramce, in particular compared to Paris
suburbs. In fact what | fear is politicians retmgniwater public just for the sake of
announcing a decrease in water price, as long atefvas-an-essential-good’ is on the
agenda, but at the expense of assets renewal ppestpo a longer term. | contend that Paris
should have lowered the water supply price ok gxplicitly arguing that it was making up

for the dramatic increase in sewer charges in thembill, instead of just blaming private
companies for ripping Parisians off

The contract signed by Paris in 1984 was in fagpecal delegation contract at a time when
there was no real competition, but bargaining umttertu personaeThis model was clearly
favoured by supporters of ‘new public managemek¢’ my colleague Dominique Lorrain, in
the name of efficiency. Then in the early 1990&réhwas the corruption affair in Grenoble,
which in turn triggered a couple of laws compelllagal water authorities to open the

! My case study on the sustainability of this pubilidity ended up in an OECD review, even thougllvelled
‘administrative private sector participation’ ...

2 In footnote 12 of my article | literally translaténto English the public argument by Ms Le Sttatttthe
benefits tome chiefly from the recuperation of profits irsabce of shareholders remuneration within this
formuld. | do not ‘make her say’ anything else.



contracts to tender at every renewal, and to makeyreports public. This is why | contend
that the most important case was Grenoble, andn excall saying to top managers of water
companies then: “you don’t pay much for it now, the later you'll pay, the more you'll

pay”. A few corruption cases and the hot debatesigrivatization in developing countries
resulted in a growing distrust of French citizemghis delegation model. Growing distrust
means higher transaction costs, and it is quitéooisvthat in Paris like in other cities, for a
certain period of time return to public managenspypears better and more efficient: time is
needed to check whether the criticism by opponengsiblic management is grounded: over-
staffing, absenteeism of the workforce, politicgerference in the tariff, the metering and the
billing etc.

This is why the number of people served by publacprement is growing again in France,
as rightly pointed in the'8§ of the right-of-reply. The change is fast anel difference in
figures is partly due to my writing a year befodad public procurement will grow again in
the coming municipal elections period. But someghiary important needs to be added here:
until June 2010, it was illegal for a municipaldya local authority to create a mixed
economy company where they would own more than @b&te shares (typical French
centralization). Cities would associate with prevabmpanies or banks, and they did it for
housing an transportation. But mixed economy wdslaweloped in the case of water, and
Paris 1984 contract was a relative exception. df@y 6 months after Paris’ return to Public,
a law allowed public authorities to join and cre&EL’ or public local companies, i.e.
private companies they would own 100%;thus brindgivggFrench system closer to the
German or Dutch situation. And despite the outdrgrivatization opponents that consider
this as a ‘treason’, several cities in France shaleep interest for this formula, including
Grenoble. Paris may have taken its water backgusonths too soon! | support this evolution
because it is in line with the culture of watemagood to be paid by the volumes through a
meter (general in Europe except in a baroque cpahoss the Channel), and it is more
flexible than theégiesin terms of accounting practices and control leyRhench Treasury. It
is even possible that once installed the SPL opdaader with the private sector and signs
management or service contracts with the formeatdrslof the lease contracts. In that case
the SPL could be in a position to control betteritifrastructure renewal and avoid useless
investments (I have information on one case in tpres

If this movement develops, we could end up withuieglogical outcome: now that water
pricing and ‘right to water’ is on the agenda, mao¥itical leaders at local level want to
control the tariff setting and bill recovery; iteey want to face citizens-customers directly,
and stop interposing private companies in betwkeother words, the non-transparency of
the French delegation model is its fate; but pevampanies will still have a lot to do,
through management contracts where they certaiakentess profits, but take less risks with
the public ...



