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1.  Introduction

A.  Summary

This paper addresses three main issues concerning water concessions: 

· the exercise of management control and regulation in joint ventures 

· the economic aspects of the concessions

· relations between employees and the concessions

The principal conclusion is that in joint venture water companies involving municipalities and multinationals, the municipalities share the financial burden but effective control is invariably in the hands of the multinationals.

B.  Sources

The paper is focused on central Europe, where a number of such concessions  are now in existence.  

The information is based on a range of sources. 

The most important of these is a series of interviews conducted with the managers of  joint venture water companies in the Czech republic (SCVK; Vodarna Plsn; Brno vak; Vak JC) and Poland (SAUR-Neptun-Gdansk); interviews with senior executives of multinationals (Lyonnaise des Eaux in both Hungary and Czech republic); an interview with the manager of a purely municipal water company (at Debrecen, Hungary); and meetings with trade union  officials (Czech republic, Hungary and Poland). 

It also draws on a range of published sources including water company publications, and press and other reports. The report of the Cour des Comptes “La gestion des services publics locaux d’eau et d’assainissement” (Jan 1997) is of particular value in highlighting  problems with water concessions in France, the ‘home’ of this model.

C.  Types of water concessions

Water concessions to private companies (“gestion déléguée” in French) are most established in France - where nearly 80% of water supply is now carried out by private companies - and in the UK, where the privatised water companies enjoy 25-year concessions. To a lesser degree they also exist in Spain, where about one-third of the population are covered by private concessions, and to a small extent (about 7%) in Italy). Elsewhere in Europe, the overwhelming majority of the population are covered by publicly managed water systems. 

In theory, there are three main types of concession:

· a concession in the strict sense (“concession” in French) when the private company has complete responsibility for operating the system, and making the  necessary investments in the infrastructure, and takes responsibility for financing them at its own risk (“à ses risques et périls” in French). Build-operate-transfer (BOT) concessions are usually of this type.

· an operating concession (“affermage” in French), whereby  the private company has to operate the business and carry out maintenance at its own risk, depending on revenue from water charges - but the commune remains the owner of the infrastructure, and is responsible for investment in the system.

· management contracts (“gérance” in French), in which the company is paid a flat fee to manage the system, without taking any responsibility or risk for investments.

In practice, concessions do not always fit neatly into a single category. In France, a recent study stated that the different versions were “très variées et très souples” - extremely varied and flexible.
 The concession in Budapest (Hungary) is an example in central Europe of a concession which is partly based on a fixed management fee, and partly on actual ownership and investment in the infrastructure.

D.  Types of company

In the great majority of cases of water privatisation in western Europe, including France, concessions are awarded to a single private water company. Elsewhere in Europe, and the rest of the world, various forms of joint venture occur. 

· Joint ventures involving two or more water multinationals are not uncommon outside Europe. The water concessions in Buenos Aires (Argentina)  and Adelaide (Australia) are two examples. But it is rare in Europe, although a few concessions in France have been awarded to a joint venture between more than one water company - for example, the water concession at St. Étienne is carried out by a company called Stéphanoise des Eaux, which is jointly owned by Lyonnaise des Eaux and  Générale des Eaux. 

· Joint ventures involving a water multinational and a local, non-water company. These are common  outside Europe, eg in Brazil, Indonesia, Philippines or the USA where the water companies seek to establish a foothold in partnership with a local firm.  In Europe, they are less common, but there are a few examples. The water concession in Rostock, in eastern Germany, is held by Eurawasser, a joint venture between Lyonnaise des Eaux and Thyssen. In Italy, Generale des Eaux is involved in a joint venture with Pirelli. Both Thyssen and Pirelli are large multinationals in their own right, but in the context of water concessions they are ‘junior’ partners. In central and eastern Europe, there are concessions involving local private investors at Kaposvar (Hungary) and  North Bohemia (Czech republic) (see below for further details) 
· Joint ventures involving a water company and a local authority. In western Europe, it is unusual to have concessions delegated to a company which is a jointly owned by a private group and a local authority. In eastern Europe, however, all concessions involve joint ventures of this type, with the exception of Plzen (Czech republic). There is an extra dimension to the relationship between the partners in these joint ventures, because the local authority is simultaneously the client awarding the concession, and a partner in the company.

In practice, these types may overlap. In North Bohemia (Czech republic), the shareholders include a multinational, local investors, and local authorities. In Budapest (Hungary) the joint venture involves two multinationals, and the local authority. 

E.  Municipal companies dominate: privatisation is untypical

It is worth emphasising that, outside the Czech republic and Hungary, privatisation in any form is unusual. As in western Europe, and indeed the whole world, the majority of central and eastern Europe, water and sewerage services are provided by public authorities or companies owned by public authorities. 

At least two municipalities in central Europe have explicitly rejected forming a joint water venture with a multinational. They are Debrecen (Hungary) – which considered both Lyonnaise des Eaux and Generale des Eaux, and then decided to operate through a wholly municipally-owned company – and Lodz (Poland) – which considered Generale des Eaux, and then decided to operate through a wholly municipally-owned company.

2.  Control of joint ventures

A.  Concessions in central Europe.

The multinational water companies are involved in 13 concessions in central Europe (as at May 1997). 

Seven of these are in the Czech republic, four in Hungary, and two in Poland. There are as yet no concessions which have been awarded to multinationals in Slovakia, Romania, Bulgaria, or the Baltic states.

· Table 2.1: Water concessions in central Europe involving multinationals (May 1997)

	Country
	Location
	Company
	Multinational

	Czech republic
	Brno
	Brno VaK
	Lyonnaise des Eaux

	
	Ostrava
	Ostravske VaK
	Lyonnaise des Eaux

	
	Karlsbad
	Vodarny Karlovy Vary
	Lyonnaise des Eaux

	
	North Bohemia
	Severoceske VaK
	Hyder

	
	Southern Bohemia
	VaK JC
	Anglian Water

	
	Plzen
	Vodarna Plzen
	Generale des Eaux

	
	South Moravia
	Severomoravske VaK
	Lyonnaise des Eaux

	
	
	
	

	Hungary
	Kaposvar
	Eaux de Kaspovar
	Lyonnaise des Eaux

	
	Szeged
	Szegedi Vizmu
	Generale des Eaux

	
	Pecs
	Pecsi Vizmu
	Lyonnaise des Eaux

	
	Budapest
	Budapest Water
	Lyonnaise des Eaux/RWE

	
	
	
	

	Poland
	Gdansk
	SAUR Neptun Gdansk
	SAUR


Source: PSiRU database

Eight of these concessions involve Lyonnaise des Eaux; two involve Generale des Eaux; SAUR, Hyder (formerly known as Welsh water, one of the UK water companies) and Anglian Water (another UK company) are each involved in one. In addition there is a concession in Rostock (eastern Germany), which also involves Lyonnaise des Eaux..
In none of these cases, with the exception of Budapest, was there any competitive tender carried out to select a multinational partner. In all other cases the municipalities negotiated an arrangement without any competitive process. 

B.  Share ownership

There is a wide range in the pattern of share ownership in the joint ventures. The proportion of shares held reflects the relative entitlement to dividends, but is not a reliable indicator of effective control of the management of the companies.

· Table 2.2: Share ownership of the joint venture water companies

	Country
	Location
	Company
	Multinational
	Per cent 
	owned
	by

	
	
	
	
	Water multi-national
	Other private investors
	Munic-ipalities

	Czech republic
	Brno
	Brno VaK
	Lyonnaise des Eaux
	39.1
	9.9
	51

	
	Ostrava
	Ostravske VaK
	Lyonnaise des Eaux
	40
	25
	35

	
	Karlsbad
	Vodarny Karlovy Vary
	Lyonnaise des Eaux
	49.9
	0
	47

	
	North Bohemia
	Severoceske VaK
	Hyder
	35.6
	45
	19

	
	Southern Bohemia
	VaK JC
	Anglian Water
	37
	16
	47

	
	Plzen
	Vodarna Plzen
	Generale des Eaux
	98.3
	0
	1.7

	
	South Moravia
	Severomoravske VaK
	Lyonnaise des Eaux
	34
	?
	?

	
	
	
	
	
	
	

	Hungary
	Kaposvar
	Eaux de Kaspovar
	Lyonnaise des Eaux
	35
	65
	0

	
	Szeged
	Szegedi Vizmu
	Generale des Eaux
	49
	0
	51

	
	Pecs
	Pecsi Vizmu
	Lyonnaise des Eaux
	48
	0
	52

	
	Budapest
	Budapest Water
	Lyonnaise des Eaux/RWE
	25
	0
	75

	
	
	
	
	
	
	

	Poland
	Gdansk
	SAUR Neptun Gdansk
	SAUR
	51
	0
	49

	
	Poznan
	-
	Lyonnaise des Eaux
	?
	?
	?


Source: companies, PSPRU database

In four cases - Pecs, Szeged and Budapest (Hungary), and Brno in the Czech republic, the local authority (or local authorities) hold a majority of the shares. 

This reflects differences in national laws. In Hungary, the law insists that a local council must own a majority of shares if it participates in any joint venture, and this constrains the percentage that can be owned by the multinationals. In Szeged and  Pecs  the level of shares owned by the multinational is fixed in the contract, at 49% and 48% respectively. In Budapest it is at present limited by the decision of the local authority  to sell just 25% of  the shares of Budapest water.

In the Czech republic, there is no such law, and so the distribution of shares varies. Only in Brno does the municipality own a majority of shares. Moreover, the holdings of both the multinationals and the municipalities have changed  over time.

The multinationals have increased their shares since their first entry. In Ostrava and Brno, Lyonnaise des Eaux owned only 15% in the first period of privatisation, but now own 39% and 40% respectively; in Carlsbad, Lyonnaise  started with just 10% ownership in 1994, but now owns 49%; in South Bohemia, Anglian Water started by taking 15% of shares and then increased their holding to 37%. This growth was envisaged from the outset, and has been achieved by buying further shares on the market as they became available. 

In North Bohemia, the municipalities had no shares when the company was started up in 1994, at first, but bought 19% of the shares in 1996. It is not clear why this decision was made. 

Although most companies in the Czech republic had 6% of their shares set aside for employees, only in South Bohemia were these taken up by employees. In Karlovy Vary 0.6% were bought by employees; in North Bohemia, Plzen and Brno, no shares were bought by employees.

In two cases the multinational has clear majority ownership. SAUR own 51% of SNG (Gdansk,  Poland); and Generale des Eaux owns 98.3% of Vodarna Plzen (Czech republic) . In Plzen, the municipality was persuaded to abandon the idea of owning shares in favour of receiving a higher ‘rent’ for the assets (see below). In one case, Kaposvar (Hungary), the majority of shares are owned by private investors other than the multinational: the municipality has no shares at all in this venture.

As the next section shows, the shareholdings do not necessarily reflect control of management of the companies.

C.  Management board

· In most water joint ventures  in central Europe the multinational has effective control of the management board of the company, whatever the balance of shareholding. 

Table 2.3: Appointments to management board of companies

	Country
	Location
	Company
	Multinational
	Members of management board appointed by:
	Ex officio

	
	
	
	
	Water multi-national
	Other private investors
	Munic-ipalities
	General Managers 

	Czech republic
	Brno
	Brno VaK
	Lyonnaise des Eaux
	2
	-
	3
	1

	
	Ostrava
	Ostravske VaK
	Lyonnaise des Eaux
	3
	-
	3
	-

	
	Karlsbad
	Vodarny Karlovy Vary
	Lyonnaise des Eaux
	3
	-
	2
	-

	
	North Bohemia
	Severoceske VaK
	Hyder
	2
	3
	0
	2

	
	Southern Bohemia
	VaK JC
	Anglian Water
	2
	0
	4
	1

	
	Plzen
	Vodarna Plzen
	Generale des Eaux
	3
	-
	0
	-

	
	South Moravia
	Severomoravske VaK
	Lyonnaise des Eaux
	
	
	
	

	
	
	
	
	
	
	
	

	Hungary
	Kaposvar
	Eaux de Kaspovar
	Lyonnaise des Eaux
	1
	2
	-
	

	
	Szeged
	Szegedi Vizmu
	Generale des Eaux
	N/a
	N/a
	N/a
	(1)

	
	Pecs
	Pecsi Vizmu
	Lyonnaise des Eaux
	(All)
	-
	0
	(1)

	
	Budapest
	Budapest Water
	Lyonnaise des Eaux/RWE
	4
	-
	3
	-

	
	
	
	
	
	
	
	

	Poland
	Gdansk
	SAUR Neptun Gdansk
	SAUR
	3
	-
	3
	N/a


Source: PSPRU database

Hungary and the Czech republic have different company laws, but in both countries the key body which controls a company is the management board.  The supervisory board provided for in Hungary, and the audit board in the Czech republic, are both bodies which meet rarely and have limited powers of supervision, as their name implies.

In three out of four of the Hungarian companies, and five out of six of the Czech companies, the multinational has effective control of the management board. 

In two of the Hungarian cases, this control is specified in the concession contracts, despite the fact that the municipalities own the majority of the shares. In Pecs, the contract specifies that Lyonnaise des Eaux has exclusive, 100% control of the management of the company (although it has only 49% of the shares). In Budapest, the contract states that the Lyonnaise des Eaux/RWE joint venture is responsible for the operation of the company, and it has a permanent majority - 4 out of 7 seats - on the board of management (although it has only 25% of the shares). 

In the case of Szeged, the company has reportedly remained unregistered (as at April 1997), and so has no properly constituted management board at all. This leaves all the power in the hands of the general manager, who is an appointee and employee of Generale des Eaux. 

The exception in Hungary is in Kaposvar, where Lyonnaise des Eaux own 35% of  the water company, with the rest of the shares being owned by local private investors. Lyonnaise does not control the management of the company – its senior executive in Hungary describes it as "a minority investor without decisive influence", and said that the company would be more profitable if  Lyonnaise get control. This is also the only case where there are no shares owned by the municipality.

In the Czech republic, the case of Plzen is straightforward, as the whole board is appointed by Generale des Eaux, which owns 98.3%. In Karlovy Vary Lyonnaise has a 3/2 majority on the board, even though the shareholdings of the multinational and the municipalities are roughly equal at just under 50%. In Brno, where the municipality has 51% of the shares, it has 3 seats on the board compared with two for Lyonnaise. The sixth member of the board – and its chairman – is the company’s general manager. In  Ostrava the representation is equal at 3-3.

In North Bohemia, the multinational is in a minority in relation to local investors. Hyder (formerly Welsh Water) owns 35.6% of SCVK, 45%  is owned by private investors, and 19% by the municipalities. The management board of SCVK includes two nominees of Hyder, three of other private investors, two general mangers ex officio – and none from the municipality. It was explained that the municipalities’ 19%  stake is just short of the shareholding required to get an automatic seat on the board. The formal position of the multinational is less than was implied in the beginning, when its shareholding was also said to “include an agreement for Welsh Water to join SCVK in operation and management of the Bohemia concession” (FT Bus Rep April 1995). However, the local investors are reported to accept the advice of Hyder on professional matters.

The one company where the multinational has failed to secure equality or dominance is in South Bohemia, where Anglian have only two seats out of seven, while the municipalities possess four. This will certainly change, as Anglian are reported to be pulling out from South Bohemia.

D.  Appointment of  senior managers

The general manager, or chief executive, is the most important management position in all these companies. Usually, the general manager is appointed by the board, which means the appointment reflects the dominant power on the board – which, in nearly all cases, is the multinational. In some cases the multinational exerts extra influence on the appointment. 

In three cases, in different countries - Gdansk, Pilsen, and Szeged - the general manager is an employee, of the multinational. It may or may not be coincidence that these are the three concessions involving Generale des Eaux and SAUR. Two of these cases - Gdansk and Pilsen - are more than 50% owned by the multinational.

In Vodarna Plzen, the general manager, Patrick Rousseau, is a Frenchman, and an employee of the multinational on secondment to Vodarna Plzen.  In Szeged, the water company’s general manager is also a Frenchman, and a direct employee of Generale des Eaux. His authority is strengthened by the fact that there is no board of management, only a supervisory board which meets twice a year.

In Gdansk, according to a report by the Polish trade union Solidarnosc, the SNG company has a very specific allocation of senior posts:  "President - always appointed by SAUR, must be French; Vice-President - always appointed by municipal authorities, Polish; Member-secretary - always appointed by SAUR, responsible for finances - must be French; Technical director (French); Operating director (Polish); Financial director (Polish)."  Thus the senior overall position, and the senior finance position, are taken by French/SAUR employees. SNG is 51% owned by SAUR.

Elsewhere, the owners sometimes agree on a division of nominations. In Brno, it is agreed that the municipality will nominate the general manager, and Lyonnaise will nominate  the deputy; in Karlovy Vary, the general manager is nominated by Lyonnaise. 

E.  Relative weakness of local authorities

There are general factors which affect the effective control of joint ventures between local authorities and multinationals. These concern the balance of economic and technical power between the two parties. This has been identified as a problem in France in the CdC report: “ Les communes ont a negocier avec des partenaires prives dotes de moyens techniques puissants….la negociation et le suivi des contrats de delegation….impliquent un pouvoir d’expertise que n’ont pas necessairement les communes (The communes have to negotiate with private partners with powerful technical resources….the negotiation and monitoring of contracts implies expertise and resources which the communes do not necessarily possess)”(p. 125-126)

The World Bank’s account of the concession in Gdansk points out a further problem with joint ventures: "The city of Gdansk, through its municipal council, controls and regulates the performance of the company both as a shareholder in SNG and through the contract. This model implies a conflict of interest, however, and in fact the relationship between the city and SNG has been complex and tense."

These problems are also apparent in the Czech republic. 

In three of the concessions – Karlsbad, North Bohemia and South Bohemia – the municipal side has consisted of a grouping of many municipalities – over 400 in the case of north Bohemia, for example. The constitution of these associations has been a problem in itself. In South Bohemia, the association was not given a proper legal identity, and this was one reason why the concession fragmented, as individual municipalities discovered they could leave and set up their own separate arrangements. In  North Bohemia, the association had been managed by a board of 10 representatives each from a sub-regional group of municipalities; in 1997 they changed this to a board consisting of  2 to 3 professionals and 2 mayors. In  Karlovy Vary the water company provides professional advisers for the association, and even helps prepare the association’s accounts.

3.  Economics

A.  Local government finances

The potential conflict between a municipality’s incentive to improve its finances, and its role in delivering water at a reasonable price, is at the heart of many of the problems with water concessions. One example is the payment by companies of premiums in order to win the contract - like the one-off “droit d’entrée” in France, now banned; or the annual “canon”  paid to some councils in Spain. The higher the payment, the better for the council’s finances - but the worse for consumers’ water bills. The CdC report says of this problem in France that “La delegation est alors detournee de son objet pour devenir une technique elaboree de financement due budget principal, evaporable a l’usager-contribuable (Contracting-out gets transformed from its service aims into an elaborate devise for financing the authority’s own budget at the expense of the consumer-taxpayer”) 

Similar features are already apparent in central Europe. The water concession in Budapest, for example, was awarded to the concession which offered the greatest benefit for the city council’s finances – although it involved a higher price for water consumers. The municipality of Pecs benefited from selling shares in the water company to Lyonnaise des Eaux, and used the proceeds to improve its central budget. 

In Plzen, the municipality were persuaded not to take a large shareholding in the water company, but instead to accept a larger rent for their assets, on the basis that this income was tax free whereas profits were not. 

B.  Prices and profits 

Municipalities are legally responsible for setting the price of water. In practice, however, it is clear that they have little option but to accept the recommendation of the water company. This was said repeatedly by managers of the companies and others. 

In some cases the concessions include clauses which automatically compensate the company if  it makes an  operating loss:. In Rostock, water prices rose in 1996, because a fall in consumption  would have led to losses for Eurawasser, and so “The shortfall automatically activated price-adjustment clauses within the Eurawasser contract” (FT Bus Rep 22 Feb 1995). In both Pecs and Szeged (Hungary),  the concession contracts include clauses stating that if the tariffs are not sufficiently high to provide an operating profit, then the council must make good the loss for the company; and if the tariff does not deliver a reasonable profit in Plzen, the council is obliged to pay the difference.

If these clauses are the norm in concession contracts, then it is harder to apply price control. 
· Table 3.2 : Municipality guarantee against losses

	Country
	Municipality
	Company
	Guarantee

	Czech republic
	Plzen
	Generale des Eaux
	If the tariff does not deliver a reasonable profit, the municipality has to pay the difference.

	Hungary
	Pecs
	Lyonnaise des Eaux 
	If there is a loss, the municipality has to pay Lyonnaise enough to cover it. 

	Hungary 
	Szeged
	Generale des Eaux
	If the tariff does not cover full costs, the municipality has to pay the difference

	Germany
	Rostock
	Lyonnaise des Eaux
	Automatic price-adjustment clauses to protect profit margin.


Source: PSPRU database

C.  Investment and works contracts

The World Bank’s account of the concession in Gdansk summarises the typical form of water joint ventures in central Europe: "A 30-year lease contract was signed between the city of Gdansk and SNG in 1993. The city retains ownership of the relevant infrastructure and is responsible for the for capital investment, and for financing, regulation, and setting of tariffs. The private operator, SAUR, is responsible for  operation and maintenance of the system, maintaining quality of service standards, and billing and collection. The arrangement thus basically follows the French affermage model." (p. 15). The principle in nearly all the Czech and Hungarian contracts is the same – the municipality (or association of municipalities) retains the ownership of the network, and contracts-out the operation of the system.

This kind of contract has  come under criticism in France by the CdC, which stated that: “Il en resulte un manque de clarte des relations contractuelles, natammement en ce qui concerne l’investissement (As a result there is confusion over contractual relationships, especially over investment) (p.91)” 

One way in which this ambiguity is exploited is via the profit to be made on works contracts on the system. These may be done by the water companies themselves - in addition, the major water multinationals own specialist water construction engineering subsidiaries, which can benefit from ‘capturing’ maintenance and works contracts associated with a water concession.

In both North Bohemia and Karlovy Vary, the water company does not actually pay rent to the communes for use of the system, but  carries out engineering and works contracts for them in lieu of rent. In Plzen, the company is about to create a separate fund, jointly managed by the company and the municipality, which will receive all rent and spend it all on repairs and improvements.

In Szeged, privileged access to the works contracts appears central to the economics of the concession. Generale des Eaux owns 49%  of  Szegedi Vizmu, the company which runs the water operating concession in Szeged, Hungary. But a separate works company has been established, which is 70% owned by Generale des Eaux, and just 30% by the council. The water company pays the works company a fixed annual fee, which has been described as “very high”, to carry out all the maintenance work. In addition, the works company has exclusive rights to works contracts issued by the water company. 

At Rostock, the concession firm Eurawasser, which is  50 % owned by Lyonnaise des Eaux, awarded the contract for construction of a new sewage treatment plant to Philip Muller, part of Degremont - another subsidiary of Lyonnaise des Eaux.

4.  Employment 

A.  Industrial relations policies

In most cases, the companies said that industrial relations policies were a matter for local management. For example, the decision to join an employers’ association or to observe the national agreement is something that each company, even owned by the same group, can take separately. This decentralisation of decision-making is in itself a key management policy. 

There is no discernible pattern to the way this discretion is exercised. In the  Czech republic, North Bohemia, Karlovy vary and Plzen all belong to the association and follow the national agreement: South Bohemia and Brno have left the association. There was no union organisation present in Kaposvar (Hungary) or Plzen (Czech republic). Lyonnaise des Eaux said the lack of a trade union at Kaposvar was against their wishes; and at Plzen both the management and the Czech trade union leader agreed that the union organisation had not collapsed because of company policy.

One policy area where this decentralisation does create problems is in negotiations over the proper ratio between basic pay and bonuses. Local managers seem to prefer to increase the proportion of pay that is conditional on performance.

Overall, both managers and trade unionists agreed that the pay and conditions provided at the joint ventures is not significantly better than those provided for by the national agreement. The one exception to this appears to be the pay of managerial staff in the Czech republic.

B.  Labour costs and profits 

The companies clearly see labour costs are a key area of cost control and profit potential. In the case of Pecs in Hungary, a company executive said that 100% of the profits come from reduction in labour costs.  Lyonnaise des Eaux and Hyder have both stated clearly that they see reduced labour costs as a source of profit. Labour costs are one item in companies’ budgets which is closely scrutinised by multinational managements. 

C.  Employment levels

In most privatised water companies, there has been a reduction in employment levels. There are some exceptions in Hungary, however. Employment has remained unchanged in Kaposvar. And employment protection agreements have been written into the terms of the contracts in two cases in Hungary: the contract at Szeged, with Generale des Eaux,  and the recently awarded concession for Budapest. This includes a clause stating that the company must continue to employ at least 2,000 people for the first four years of the concession.

· Table 4.1: Changes in employment in water companies 

	Country
	Location
	Company
	Multinational
	Numbers employed
	Numbers employed

	
	
	
	
	Before joint venture
	1997

	Czech republic
	Brno
	Brno VaK
	Lyonnaise des Eaux
	762 (1991)
	624 (1996)

	
	Ostrava
	Ostravske VaK
	Lyonnaise des Eaux
	
	

	
	Karlsbad
	Vodarny Karlovy Vary
	Lyonnaise des Eaux
	416 (1994)
	361 

	
	North Bohemia
	Severoceske VaK
	Hyder
	3550 (1990)
	2350 

	
	Southern Bohemia
	VaK JC
	Anglian Water
	1642 (1994)
	1300 

	
	Plzen
	Vodarna Plzen
	Generale des Eaux
	370 (1995)
	350 

	
	South Moravia
	Severomoravske VaK
	Lyonnaise des Eaux
	
	

	
	
	
	
	
	

	Hungary
	Kaposvar
	Eaux de Kaspovar
	Lyonnaise des Eaux
	120 (1994)
	118

	
	Szeged
	Szegedi Vizmu
	Generale des Eaux
	
	

	
	Pecs
	Pecsi Vizmu
	Lyonnaise des Eaux
	1000 (1994)
	540

	
	Budapest
	Budapest Water
	Lyonnaise des Eaux/RWE
	
	

	
	
	
	
	
	

	Poland
	Gdansk
	SAUR Neptun Gdansk
	SAUR
	
	

	
	Poznan
	-
	Lyonnaise des Eaux
	
	


5.  Conclusions

A.  Management control

· In joint ventures with local authorities, the multinationals exercise effective management control, even when they own a minority of the shares.

· This degree of control directly affects the employees, for example through industrial relations and employment policies 

B.  Finance

· Local authorities involved in such joint ventures are in effect carrying half or more of the financial burden without being able to exercise control over the operation

C.  Regulation 

· Joint ventures as a form of water company suffer from ambiguities in the economic and political relationship between the parties.

· Considerations of local government finance can have a detrimental effect on water services provision

Notes

� The technical distinction between concessions and affermage s may however be of great significance in respect of rules on public finances and tendering.  According to the French state audit office, Cour des Comptes, if the contract is a concession in the strict sense, then the rules on public works contracts (“Code des marchés publics”) do not apply - and so works contracts do not have to be tendered. This means that other companies in the same group can enjoy privileged access to the contracts without having to compete for them. Similarly, under the EU monetary convergence criteria, investments made by a company under a strict concession would not count as public borrowing, and so would not increase the general government financial deficit. This is an important consideration for most countries in Europe at present.





� Further details on these are available on request from PSIRU


� This is now (1999) a stated policy of the multinationals, that they will always insist on management control of any joint venture. 
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