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Water privatisation stirs up fierce debate. 
Complete privatisation is rare, but some level of 
private sector involvement can be found in the 
water sector throughout the EU. However, 
liberalisation has not necessarily followed.  
 Consumers complain about higher prices 
following privatisation and some analysts 
claim private operators do not invest enough 
to maintain quality and environmental 
standards. However, since there is little 
competition, prices are essentially set by 
regulation. Except in Britain and France, water 
tends to be provided by public companies. Yet 
prices and standards vary widely across the 
Member States, suggesting they are not linked 
to the level of privatisation.  
Strict EU-level environmental legislation has 
driven up the cost of water. EU competition 
and public procurement rules aim to establish 
fair market conditions, although some 
exceptions are made for services of general 
economic interest, like water.  
The Commission's position in trade 
negotiations, favouring liberalisation, has been 
criticised by the European Parliament and civil 
society. There is still no progress in this area, 
although the Commission's position has now 
softened.  
The European Parliament has stated that the 
management of water resources should not be 
subject to internal market rules. 
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Glossary 
Privatisation: refers to the ownership structure 
(privately owned service providers).  

Liberalisation: services are provided under 
market conditions (competition) by either public 
or private operators.  

Context  

The "Dublin principles"1 specifically 
recognise water as an economic good. Yet 
access to water is widely perceived as a 
human right, recently enshrined in a UN 
declaration. This "commodity vs. public 
good" dichotomy lies at the heart of the 
debate on how to organise water services.  

The 1980s saw sweeping privatisation and 
liberalisation of public utilities across Europe, 
most notably in England and Wales. Since 
then, liberalisation in the water sector has 
tended to lag behind other utilities like 
energy, transport and telecommunications. 
This is partly because of strongly held views 
on the "right to water" and partly because of 
sector-specific limitations that make 
competition difficult to introduce.  
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Economic theory suggests that liberalisation 
should result in higher quality and lower 
prices as competing operators seek 
customers. Privatisation on its own will not 
have this effect since regulation cannot 
replicate the effects of competition. Yet EU 
Member States (MS) generally agree that 

http://www.un.org/News/Press/docs/2010/ga10967.doc.htm


 
Library Briefing Water privatisation in the EU 

 

Author:  Terese van Oel  110128REV2 

when it comes to public services, some 
regulation is necessary, rather than relying 
completely on the market.    

Water tends to be managed at the municipal 
level and it is not transported over long 
distances, making the European dimension 
less relevant.  

Agriculture and industry are by far the 
biggest water users, with households taking 
a relatively small share. In the EU, farming 
accounts for two thirds of water use. The 
liberalisation that has occurred to date has 
tended only to be open to large users who 
are (sometimes) able to choose between 
competing operators.   
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Applicable EU framework 

Environmental legislation affects price 
Starting in the 1970s, a series of Directives on 
water quality were adopted2. Most of these 
are gradually being replaced by the Water 
Framework Directive (2000/60/EC), tying 
together several policy areas. The Directive 
requires MS to set up a water pricing policy 
to make water use more efficient, but allows 
derogations for less favoured areas or to 
provide basic services.   

Some academic articles blame rising water 
prices on the need to comply with strict EU 
environmental legislation. The “polluter 
pays” principle (enshrined in the EU Treaties 
and underpinning the Environmental 
Liability Directive) aims to integrate 
environmental costs into the economy.  

Services of general economic interest  
EU competition legislation does not require 
Member States to open up Services of 
General Economic Interest (SGEI) to 
competition, nor does it interfere with 
ownership structure. The 2004 Commission 
White Paper on SGEI announced a review of 
the water sector. A Commission working 
document was published the following year, 
but there has been no movement towards a 
framework Directive in this area.   

During the 2010 hearings, Commissioner-
elect Barnier told MEPs that new legislation 
could improve the current lack of clarity on 
public services. He underlined the 
importance of water but said that it should 
not benefit from special treatment. In 
addition, Commission President Barroso said 
that the Commission could do more to open 
up the market for environmental services. 
These comments sparked speculation that 
the Commission may consider liberalising 
the water sector. The Commission 
considered including water in the Services 
Directive, but it was withdrawn following 
protest by MEPs, among others.  

 

The effect of public procurement rules 
EU legislation specifies that if a municipality 
wishes to outsource any aspect of water 
services, the bidding procedure must be 
transparent and comply with competition 
legislation. Critics claim that strict public 
procurement rules create de facto 
liberalisation.  

Often, the public-private-partnership (PPP) 
option is chosen, whereby private companies 
contribute expertise and/or financing while 
the government remains involved. PPPs tend 
to be more elaborate than contracts for 
specific services. Public procurement rules 
also apply to PPPs.  

The Utilities Directive (2004/17/EC) sets public 
procurement rules for the water sector. A 
review of EU public procurement rules is 
currently underway. 

Privatisation, liberalisation and price 

For public services, like water, privatisation is 
sometimes chosen as a way to raise money 
for infrastructure improvements. However, 
liberalisation does not necessarily follow. The 
EU is sometimes blamed for imposing strict 
budgetary rules, making privatisation more 
attractive for cash-strapped governments.  

During the privatisation era of the 1980s, it 
was hoped that efficiency gains would bring 
about reduced prices, but this has not 

http://www.euractiv.com/en/cap/brussels-eyes-water-savings-agriculture-news-425625
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:32000L0060:EN:NOT
http://eur-lex.europa.eu/Notice.do?val=343623:cs&lang=en&list=343623:cs,&pos=1&page=1&nbl=1&pgs=10&hwords=
http://eur-lex.europa.eu/Notice.do?val=343623:cs&lang=en&list=343623:cs,&pos=1&page=1&nbl=1&pgs=10&hwords=
http://eur-lex.europa.eu/LexUriServ/site/en/com/2004/com2004_0374en01.pdf
http://eur-lex.europa.eu/LexUriServ/site/en/com/2004/com2004_0374en01.pdf
http://ec.europa.eu/internal_market/economic-reports/docs/2005/051220_report_final_en.pdf
http://ec.europa.eu/internal_market/economic-reports/docs/2005/051220_report_final_en.pdf
http://ec.europa.eu/commission_2010-2014/president/pdf/press_20090903_en.pdf
http://ec.europa.eu/commission_2010-2014/president/pdf/press_20090903_en.pdf
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:32006L0123:EN:NOT
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:32006L0123:EN:NOT
http://www.europarl.europa.eu/oeil/resume.jsp?id=240902&eventId=935141&backToCaller=NO&language=en
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:32004L0017:en:NOT
http://europa.eu/legislation_summaries/internal_market/businesses/public_procurement/l22010_en.htm
http://www.euractiv.com/en/enterprise-jobs/eu-moves-reform-public-procurement-news-501639
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materialised. Privatisation has no effect on 
price if a public monopoly is merely replaced 
by a private one. 

In a regulated market, companies are 
generally allowed to let prices rise according 
to fixed limits. Regulation is inevitably 
inefficient and cannot anticipate or replicate 
market pressures. Without liberalisation, 
there is no incentive for companies to lower 
prices. In other utilities, such as electricity 
and telecommunications, prices declined 
after privatisation, but this was primarily due 
to the subsequent liberalisation of these 
sectors.  

One danger of privatisation is that 
companies neglect essential maintenance 
and infrastructure investments in order to 
maintain profits within the set price caps.   

The OECD has produced a checklist (2009) 
for countries wishing to involve the private 
sector in water services.  

Private sector involvement  
In most countries, different models for 
private sector involvement in providing 
water services exist in parallel. Complete 
privatisation (England and Wales) is rare, but 
the private sector plays an important role in 
most countries through PPPs, service 
contracts or managing water purification 
plants. Instead of outright privatisation, 
private companies may be awarded a 
concession, whereby they provide water 
services for a defined (usually lengthy) 
period of time.  

The level of private ownership in Western 
Europe has risen from 20% in 1997 to 35% in 
2010 and in Central and Eastern Europe from 
4% to 20%. However, the privatisation tide 
seems to be turning as the topic is 
increasingly debated and public authorities 
across the EU are taking back control of the 
sector.  

Water liberalisation difficult to achieve 
Because it is a bulky good, water is expensive 
to transport.  Replicating the network (pipes 
etc) is prohibitively expensive, making it a 

“natural monopoly”. Because water tends to 
be locally managed and is usually not 
transported very far for logistical reasons, 
most countries have regional rather than 
national networks, which makes it less 
attractive for competitors to enter the 
market.  

In theory, competition could be introduced 
on the supply side (treatment/production) if 
separated from transport. However, 
transporting water from several different 
suppliers would mean mixing water of 
potentially different quality. This raises issues 
of liability if substandard water enters the 
system, potentially "polluting" all the water. 
It also makes it difficult to compete on 
quality. In this way, water cannot be 
compared to a uniform product like 
electricity, where different suppliers can 
more easily use the same grid.  

Water pricing 
One reason why water pricing is an issue is 
because small consumers tend to pay 
relatively more for their water. Some 
competition has been introduced for large 
industrial water users, but the system is 
cumbersome and cannot be applied to 
households. Agriculture does not always pay 
the full price of its water consumption. For 
example, the "polluter pays" principle does 
not always apply to agriculture.  

Figure 1 - Cost of drinking water (€ per year)3 
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Data source: VEWA Vergleich Europäischer Wasser- und 
Abwasserpreise, 2010. 

Consumers in different EU Member States 
pay widely different prices for their drinking 
water4. Consumers in England and Wales 
complain that prices have gone up since 
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http://www.oecd.org/dataoecd/36/13/42362893.pdf
http://www.ejcl.org/113/article113-15.pdf
http://www.bdew.de/bdew.nsf/id/DE_VEWA-Studie_Kurzfassung_Vergleich_Europaeischer_Wasser-_und_Abwasserpreise/$file/_12_seiter_vewa_studie_bdew_DEUTSCH_V1.pdf
http://www.bdew.de/bdew.nsf/id/DE_VEWA-Studie_Kurzfassung_Vergleich_Europaeischer_Wasser-_und_Abwasserpreise/$file/_12_seiter_vewa_studie_bdew_DEUTSCH_V1.pdf
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privatisation, and indeed sources indicate 
that they rose by as much as 67% in the six 
years following privatisation. Yet they pay 
less than the Germans and the Dutch, who 
are largely served by public companies. In 
France, where 80% of water services are 
provided by private operators, consumers 
pay substantially more. This indicates that 
the price level is more influenced by national 
circumstances than by privatisation.  

Trends in selected Member States 

Since water is managed at the municipal 
level in most Member States, the decision to 
privatise is usually taken locally. The notable 
exception is the UK, where extensive 
privatisation was centrally mandated under 
the Thatcher government.   

There are essentially three models of 
privatisation in the EU, here exemplified by 
England/Wales, France and Germany.  

England and Wales 
Water services were completely privatised in 
the 1980s along with other utilities. The 
public companies and all assets (pipelines, 
water treatment plants, etc) were sold off, 
but there is price regulation. There is little 
direct competition, but rather simulated 
competition in the form of benchmarking by 
the regulator.  

Water services in Northern Ireland and 
Scotland remained in public hands, although 
recent suggestions that Scotland may partly 
privatise have caused a media stir. In 
December 2010, thousands were left without 
water in Northern Ireland due to burst pipes. 
An editorial in The Times bluntly blamed 
voters and politicians who had refused 
privatisation, leading to a lack of funding for 
essential maintenance. 

France 
France is home to the two global giants in 
the sector, Suez and Veolia. There are regular 
opportunities for companies to bid for 
contracts, but the infrastructure remains in 
public hands.  About 80% of French 

consumers are served by private water 
companies. There is competition in the form 
of bidding for contracts, but once they are 
awarded the winner enjoys a temporary 
monopoly. Furthermore, the presence of a 
few very large companies limits competition. 
The Commission has investigated Suez and 
Veolia for abuse of a dominant position.  

In Paris, some services were delivered by 
private companies for over 100 years. 
Despite this long history, even in France 
there is a trend towards re-municipalisation. 
Symbolically, water services in Paris reverted 
to the public operator Eau de Paris in 2010.  

Germany 
After the 1998 liberalisation of the energy 
sector, there was a debate on liberalising 
water services. In 2002, the Bundestag 
decided against liberalisation but in favour of 
structural modernisation. This strategy has 
been successful; evaluations of Germany’s 
water utilities regularly rate highly.  

The municipal administrations are very 
strong and there has been less privatisation 
(about 20% of the market). The unions and 
local interest groups have generally opposed 
privatisation. One common model is partial 
privatisation, whereby private companies 
participate in a municipal enterprise but the 
government retains control via a majority of 
the shares. The price is set based on the cost-
covering principle. Since there is no profit, 
this model generally functions without price 
regulation. There is no competition between 
municipal institutions.  However, there is 
some tendering for goods and services, and 
in this area there is competition.  

There have, however, been controversies. In 
Berlin, a concession awarded to a 
conglomerate including Veolia and RWE 
initially guaranteed them certain profits. 
After these were ruled unconstitutional, the 
profit guarantees were removed, but it later 
emerged that secret protocols were added 
to the contract to maintain the guarantees. 
Similar contracts have been exposed in other 
cities. 

http://www.europolitics.info/business-competitiveness/french-water-treatment-companies-under-investigation-art269459-6.html
http://www.globalwaterintel.com/archive/9/7/general/when-paris-sneezes-private-water-catches-a-cold.html
http://www.umweltbundesamt.de/uba-info-presse-e/2009/pe09-018_germanys_drinking_water_rates_good_to_very_good.htm
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Trade in water services 

The Commission has in the past been 
criticised for pushing liberalisation of water 
services in the Doha Round negotiations on 
GATS and for making some development 
projects conditional upon the privatisation 
of water services. The Commission's position 
was that liberalisation would improve quality 
and extend access to water, but critics 
argued that it was protecting the interests of 
EU-based multinationals like Veolia and Suez. 
Most of the internationally active water 
companies are based in the EU.  

A subsequent civil society protest campaign, 
supported by some MEPs, led to water 
multinationals (e.g. RWE) distancing 
themselves from the Commission's position, 
which subsequently seems to have softened. 
In a 2006 statement, the Commission stated 
that it would not seek trade deals in areas 
that could impact on the operation of public 
services, including water for human use. 
However, it is still negotiating on sewage 
services, which are often provided by the 
same companies that deliver drinking water.  

Recently, the emphasis has shifted from PPPs 
towards "public-public" partnerships, 
whereby European public water companies 
work with public counterparts in developing 
countries. 

The European Parliament's position 

A 2004 EP resolution on the internal market 
strategy refers to water as a "shared resource 
of mankind" and states that "the 
management of water resources should not 
be subject to the rules of the internal 
market". In its 2004 resolution on the Green 
Paper on services of general interest, the EP 
rejected efforts to introduce single market 
sector-specific legislation in the areas of 
water and waste-disposal services and 
opposed the idea of liberalising water 
supply.   

There is currently a campaign for MEPs to 
sign a written declaration on the protection 
of water as a public asset.  

In January 2011, the DROI committee held a 
public hearing on the right to water and 
sanitation. It mainly addressed issues in 
developing countries, but also touched on 
ownership.  

In a 2005 resolution on the Doha Round, the 
EP asked "that the liberalisation of services of 
public interest be approached cautiously" 
and that services which concern people's 
basic needs, such as water and energy, be 
kept out.  An additional resolution from 2008 
notes that progress has not been made in 
the trade negotiations on the water 
distribution sector. The EP maintains its 
position that if trade commitments are 
made, these should not prohibit the state 
from setting standards relating to quality, 
safety, price or any other policy objectives.  
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This briefing is a summary of published information and does not necessarily represent the views of the author or the 
European Parliament. The document is exclusively addressed to the Members and staff of the European Parliament for 
their parliamentary work. Links to information sources within this document may be inaccessible from locations outside 
the European Parliament network. Copyright © European Parliament, 2010. All rights reserved. 

 

Endnotes 

 

1 The Dublin Principles were adopted by the UN at the International Conference on Water and the Environment on 31/1 1992. 
The aim was to recognise the increasing problem of water scarcity and improve the management of water.   

2 Directives on, inter alia, surface water (1975), bathing water (1976), dangerous substances (1976), groundwater (1980), drinking 
water  (1980) and urban waste water treatment (1991).  

3 The figures for Poland were adjusted to reflect purchasing power parity. 

4 The cost of wastewater treatment is substantially higher and it is also more heavily subsidised.   

http://europa.eu/legislation_summaries/other/l28006a_en.htm
http://europa.eu/legislation_summaries/consumers/consumer_safety/l28007_en.htm
http://ec.europa.eu/environment/water/water-dangersub/76_464.htm
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:31980L0068:EN:HTML
http://eur-lex.europa.eu/LexUriServ/site/en/consleg/1980/L/01980L0778-19950101-en.pdf
http://eur-lex.europa.eu/LexUriServ/site/en/consleg/1980/L/01980L0778-19950101-en.pdf
http://eur-lex.europa.eu/LexUriServ/LexUriServ.do?uri=CELEX:31991L0271:en:NOT

