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A. 
Higher Pricing

Following privatization of water utilities, consumers have often experienced rises in tariffs and greater financial demands. Price increases generally:

· are observed in developed, transition and developing countries;

· affect households and businesses;

· may result in increased cutoffs

Czech Republic: multinational forces up prices

VaK Jizní Čechy, a subsidiary of the UK-based Anglian Water, increased water rates to households by 100.7% from 1994 to 1997, nearly double the national average. In 1999, following the company’s acquisition of the majority of the equity shares, water rates to households increased by 39.8%, while sewerage rates to households increased by 66.6%, far higher than any other increase in the price of water in the country
.

Philippines: businesses refuse to pay “absurd” water rates

A large Taiwanese investor threatened to leave the Subic Bay Freeport in the Philippines after being disconnected in May 1998 for refusing to pay what they considered one of the highest water rates in the world . Subic Water, a subsidiary of the United Kingdom-based Biwater, had increased water rates to industrial customers by 400%, from Peso 6 to Peso 32.26 per cubic metre, and planned to further increase rates. The investor, Taiwan Industrial Park, said: “"this problem is a life-and-death issue for our investors' businesses, as we are forced to contend with a water monopoly charging absurd water rates”. 
.

Germany: Rostock price rises

In 1992 the town of Rostock in eastern Germany  privatised its water and sewage systems as a 25-year concession to Eurawasser, (owned 50% by Lyonnaise des Eaux). Two years later, water consumption fell sharply,  so income was lower than expected. The shortfall triggered  price-adjustment clauses in the Eurawasser contract, and in 1995 water charges in Rostock were increased by 24%, and sewage levies by 30%   “A company spokeswoman said the company [Eurawasser] saw no problems over the rises and protests were being exaggerated” 

Bolivia: water price riots
In Cochambamba, Bolivia, the water company was privatised in 1999, to a consortium engaged in an engineering scheme to drill a 19km tunnel in the hills to channel water to the city. To help finance this,. in December, “water bills went up by 35% on average and some by twice that. Residents were enraged. 'They want us to pay now for improved water supplies and services which won't even begin for another two years,' says Oscar Coca, a regional councillor. In January, protesters blocked roads out of Cochabamba for several days. “ 

B. Disconnecting bad payers

Cutting off consumers from a water supply has become a more common occurrence under privatisation. 

In the UK, there were sharp price increases following the privatization of water: in 1992 a massive 21,282 customers were disconnected and there was widespread alarm at the health implications for poor families. The British Medical Association has called for the disconnection of water supplies to be made illegal because of the vital role of water in health and disease prevention. New guidelines reduced the cutoffs, but the companies then introduced  pre-payment meters, which effectively functioned as devices by which the consumers cut themselves off if they could not afford to pay.  By 1996 Welsh Water had installed over 10,000 of these, and North-west water planned to install 20,000 over the following 5 years. There continued to be bitter criticism from consumer groups, medical groups and the press. 
 Finally, in 1998 after a court ruling, the new Labour government announced it would make it illegal for companies to cut off water supplies toi homes, schools or hospitals for non-payment.

C. Turning employees into profits
Another part of the economics of water privatisation is that companies frequently use employment levels as a means of generating profits.  

· In 1995 a company owned 50% by Lyonnaise des Eaux was given a concession at Limeira, in Brazil, and set about making the entire workforce unemployed or casualised: “The new company has also given early attention to rationalising costs. Only 60% of the existing 430 staff are being transferred from the former water company. Following interviews they are being offered initial 2 year secondments from their former employers”.  

· UK water companies provide the most extreme example of this. In December 1999 they were ordered by the regulator  to make price cuts, but, despite enjoying generous profit margins, they announced that they would cut thousands of jobs, while guaranteeing their shareholders that they would maintain dividends.
D. Manila: jobs and prices

With the privatisation of water in Manila, capital of the Philippines, both consumers and workers shared the cost of creating enterprises profitable enough for the multinationals.  Although the winning consortia had bid at certain price levels, within two years one company – led by International water, a UK/US consortium – was demanding a doubling of prices. 

Employees were reduced by a succession of measures starting with pre-privatisation restructuring of the former public company. Workers were then effectively forced to apply for their own jobs. The net result was that 7,370 employees were reduced to 4,580. 

� Ruzička, P. (1999) Water Supply and Sewerage Systems. Internal report, Water Supply and Sewerage Systems Section of the Wood, Forestry and Water Industries Workers Trade Union, Czech Republic.


� Source: PSIRU database; Mercene, R. “Pull-out of investors halted”, Today: 1 Jun 1998. It should be noted that water rates charged to investors at Subic bay can be compared to rates in Manila (Peso 3.50-4.50 per cubic metre), while rates charged to investors in Angeles City were Peso 18 per cubic metre. 
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