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Grenoble sacks Lyonnaise, re-municipalises water

By Emanuele Lobina

(Note; This is a summary report. PSIRU is preparing a lengthier analysis on the lessons of Grenoble. For details (in French)  of the Grenoble case, see http://www.france-asso.com/ades and http://eausecours.free.fr/. The PSIRU website, http://www.psiru.org, has material on the troubles with privatised water concessions in France).

The people of the French city of Grenoble can drink municipal water again. If they don’t prefer bottled water from the nearby Alps. For almost eleven years, their water and sewerage systems were operated by a giant French multinational. The privatisation process turned out to be a text book example of corruption. The citizens paid the price: increased tariffs and less than honest invoicing methods created profits which, drop by drop, filled the company’s coffers. Now, the City Council has decided to re-municipalise the water services. Ultimately, the Grenoble case shows that people can win a water war against the giants and is a blow to the international financial institutions promoting the French model of water management.

Last March, the Grenoble City Council finally forced French water multinational Lyonnaise des Eaux to abandon the water supply and sewerage concession it had secured through corruption back in 1989. This was the result of a long-standing fight. Two organisations, ADES (Association for Democracy, Ecology and Solidarity) and Eau Secours (“Save Water”), were in the forefront of the struggle. They have set an example for consumers and citizens worldwide, whose access to water is affected by corporate greed and corrupt deals.

This is the story. In November 1989, the then Mayor of Grenoble, Alain Carignon, took the initiative to privatise the city’s water services to COGESE, a subsidiary of Lyonnaise des Eaux. The deal went ahead in spite of strong opposition.

As it turned out, both Carignon and Jean Jacques Prompsey, a Lyonnaise des Eaux executive, were prosecuted and convicted in 1996 for respectively accepting and paying bribes. More precisely, the privatisation deal was concluded in exchange for contributions to Carignon’s electoral campaign. As a result, ADES and Eau Secours challenged the privatisation case in court and, subsequently, the decision to delegate the water service to COGESE was annulled for being illegal.

The City Council then opted for creating a “société mixte” which, in turn, immediately sub-contracted the services to another Lyonnaise des Eaux subsidiary. However, a second court ruling declared also this contract void and cancelled water rates which still incorporated the “costs” of corruption.

In March this year, the City Council voted to re-municipalise water supply and sanitation under a “régie” - an in-house unit - of the council.

The economics of corruption

The Grenoble case provides an insight into the economics of corruption, revealing the rationale for paying bribes to public officials and securing long-term monopolies.

Eau Secours estimates that:

From 1990 to 1995, tariff increases brought Lyonnaise des Eaux excess income of FF70m (US$10m) for water supply and FF26m for sewerage. Following the re-negotiation of the contract, excess income amounted to FF13.7m for water and FF2.3m for sewerage.

Over the period 1989-95, the company invoiced more water than was actually consumed. The amount invoiced in excess corresponded to over 51 per cent of the total volume invoiced. Profit: FF21m.

Tariffs were indexed to inflation in a way which produced undue price increases of 4 and 5 per cent respectively per cubic meter of water supplied and waste water sanitised.

The renegotiated contract allowed Lyonnaise des Eaux to recover FF45m, corresponding to the “special contributions” paid to the City Council, through charging users.

The same contract provided for both water supply and sewerage tariffs to be adjusted in relation to consumption. If consumption decreased, tariffs would go up; if consumption increased, tariffs would go down. However, the consumption quotas defined in the contract were such that its application would, in the majority of cases, produce a tariff increase.

Corruption is one of the practices adopted by French water multinationals to secure abnormous profits. With an increasing body of evidence exposing the irregularities and the “costs” of the French system of delegated management, this should not be promoted as a global model.

“Fighting for the right water price is an action of solidarity.”

ADES – Association for Democracy, Ecology and Solidarity

“We have to make sure that every irregularity is definitely swept away from this vital element.”

ADES – Association for Democracy, Ecology and Solidarity
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