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Abstract: The purpose of this work is to develop good practice guide for public - private 
partnerships (PPP) in public water and sewer services. It is currently accepted the fact that 
the performance issue exceeds the economic and financial dimension, and assessing the 
performance of public water supply and sanitation becomes a more complex problem, as the 
social and environmental dimension takes precedence over the service profitability. On the 
other hand, offering this service in terms of continuity, security, fair pricing, adaptability, 
quality and environmental protection requires a more profitable and efficient way of 
providing it, due to the increasingly difficult conditions of ensuring the necessary financial 
resources. In this context, the public-private partnership becomes a viable solution for 
providing water and wastewater services, although currently there are many debates 
regarding the service delegation to a private operator. The content of the document consists in 
identifying all vectors that characterize the performance of public-private partnerships in 
conjunction with the specifics of water supply and sewerage services and also establishing the 
appropriate indicators of measurement for these vectors. After 11 years of the PPP concluded 
between the municipality of Bucharest and Veolia company entered into force, we can state 
that, by its performances and constraints, this concession represents a good practice guide, 
that may be extended also at the level of other places in Romania and European Union. 
Taking into account its particularities, as well as the specific features of international 
practices, the authors of this paper considered that the best way to summarize the conclusions 
of the research is to formulate a set of “learned lessons” resulting from the experience of the 
municipality of Bucharest, which are intended to be an objective characterization of this 
partnership, as well as a set of recommendations for any municipality willing to involve 
private capital in providing the water supply and sewerage public service. Certainly, 
considering the objectives of this paper, “the lessons” have not been drawn up necessarily 
from an institutional perspective, which reflects the opinions of the operator, regulator or 
public administration, but from a social perspective, screened by the consumers’ views, that 
have been identified within this paper. 
Keywords: water and wastewater service, global performance, public-private partnership. 

 
Introduction 

Recalling the purpose of the paper, that is the development of a practice guide for public - private 
partnerships (PPP) in public water and sewer services, we have established that there are a number of 
ideas witch are meant to show you how you can take part of a project like that. Designed as a   
sequence, each stage provides essential information, useful both for the initiator and the potential 
partner. The issue tackled during the research is not only a current one but it also constitutes a 
challenge for public institutions in terms of optimal management services. Therefore, by the example 
presented, we want to ensure the informational transparency and the procedures in accordance with the 
particularities of the domain approached. 
 

1. General Aspects Regarding the Way of Contracting Public - Private Partnerships (PPP) for 
Public Water and Sewer Services 

 “Success Brings Success!” 
The concession of the water supply and sewerage public service of the municipality of Bucharest 
represents a classical example of enforcement of this principle. Ever since the pre-qualification phase, 
there have been selected only those applicant companies having a ten years’ experience in operating 
water and sewerage services. Veolia company was selected taking into account, besides the proper bid 
and other tender adjudication criteria, also that this company carries out its activity on the market ever 



 
 

165

since 1853, is present in a number of capital cities worldwide and, as such, it has been considered as 
being a sufficiently powerful company to undertake a municipal service as significant as the service of 
Bucharest. Moreover, the phrase “success brings success” refers to the transfer of technological and 
managerial know-how, taking over good practices and last but not least, insuring a coherent view for 
the service development. 
 

 General Principles of Privatization of Services Are Not the Same of Those of a PPP 
The experience of Bucharest proved that a concession shall not be mistaken for a privatization. In fact, 
the analyses carried out within this paper shown that there were enough moments when these two 
notions were mistaken by the public administration authorities, consumers, press or civil society. 
Thus, people often had the mistaken idea that the operator is 100% responsible for the manner in 
which the system operates and for any breakdowns. However, the concession means a balanced 
distribution of responsibilities and, even though the operator undertakes most of them, this does not 
imply a complete relieve of local authorities, or of customers, from responsibilities incumbent upon 
them as “service purchasers”. 
 

 Each Project Is Unique. Sometimes However, the Option “Tested and Verified” Is the Best 
Although PPPs have a series of common characteristics, principles and procedures, the analysis of the 
experience of Bucharest in correlation with that of other European capital cities, showed that there is 
no optimal “recipe”. Certainly, when the administration has no similar experiences on the 
implementation of PPP, as the case was for the municipality of Bucharest in 1999, it is best to opt for a 
traditional form of PPP, successfully “tried and verified” in other cases. However, there were 
particularities of the system that have individualized the form of concession of the water supply and 
sewerage public system to ANB (degree of wear and tear of the networks, existence of telescopic 
networks, mediation of relationships with end users through lodgers associations etc.). 
 

 “Look To the Future!” 
 PPP Partnerships Represent the Future of the Development of Water Supply and Sewerage 

Services 
A conclusion drawn by the specialist of the European Commission and of World Bank is that the 
implementation of PPP in the service area is a natural course that public administrations shall follow, 
taken into account at least two reasons: on the one hand, there is the need that the public sector takes 
over the technological and managerial know-how from the private sector to insure a better 
performance of the service and, on the other hand, the investment potential of the public sector is 
limited and, as such, it is necessary to attract new financing sources of private nature. The partnership 
concluded between the municipality of Bucharest and Veolia can thus be an example of reference for 
other places in Romania, too. 
 

 Development and Implementation of PPP Must Be Supported By an Adequate Legal and 
Statutory Framework 

The success of a PPP depends not only on the proper operation of the water supply and sewerage 
system, but also on the manner in which the competent institutions exercise their control and 
assessment duties. The experience of Bucharest has proven that a balanced institutional design, in 
which the statutory duties are distributed between three entities that are not directly involved in the 
partnership (ARBAC, ANRSC and the Expert Board ), can be, with few exceptions, a success, 
solution, characterized by a high degree of protection of consumers’ interests. 
 

 Private Capital Is an Incentive for Investments in the Infrastructure of the System 
A well-known private partner, like Veolia Company, can insure a stimulation of investments 
infrastructure from at least two points of view. First of all, the expertise and the know-how- held by 
the operator enable a much more accurate definition of the optimal level of financing required to 
insure, on the one hand, the viability and sustainability of projects and, on the other hand, to avoid 
useless consumption of financial resources. Second, a private operator may support much higher 
investments, both from own sources as well as from external sources, with an increased reliability 
before the financing bodies. 
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A Sustainable PPP Shall Start From the Needs of Its End Users: Consumers 
 Involving consumers, both as of the preparation of PPP, as well as during its operation is essential. 
The experience of the municipality of Bucharest is representative, as the main decisions made by the 
municipality upon the concession of the service have complied, according to the results of the 
researches carried out by IFC, with the vision of consumers: making the decision to privatize RGAB, 
choosing the privatization method, defining the service levels and the tariff adjustment procedures. 
Thus, the concession contract has a social acceptability much higher that in other capital cities, where 
the population fears for the loss of municipality control have been more stressed. 
 

Involvement of the Private Capital Brings Along Technological and Managerial Know-How 
Knowledge is the most important resource of the new millennium, and it can only be the result of a 
long experience of the organization holding them. At the level of the water supply and sewerage 
public service, knowledge on service management and operation are hold by large companies, like 
Veolia Company. Experience of Bucharest has proven that the only way to integrate this know-how is 
by a PPP. As shown by a number of studies referred to in this paper, there have been municipalities 
that have attempted to achieve restructuring the system without the involvement of the private capital. 
However, most of them failed precisely because of insufficient technological and managerial know-
how. 
 

Involvement of Private Capital Is a Way of “Breaking” the Relationship System Leading to 
Breakdown in the Service Operation 

Another reason for the failure of service systems restructuring that do not involve the participation of a 
private company, is represented by relationship practices (political pressures on tariffs, granting works 
to interest groups, high level of receivables/debts etc.). The experience of the municipality of 
Bucharest has proven that a PPP, by focusing mainly on the commercial character if the service, 
mitigates or even eliminates most of these practices. It is illustrative to this effect the manner in which 
the relationships between ANB with its largest debtors, in particular RADET have evolved. 
 

 An Efficient PPP Is Focused on Services and Commercial Performance 
Bringing the principles of market economy into the sector of water supply and sewerage public 
services means focusing on commercial performance. Up to 1998, in the municipality of Bucharest, 
the practices for the supply of the service were far from whatever is implied by an efficient 
commercial management and this because of other strong factors of influence (political environment, 
permissive legal system, relationship system). These practices have been materialized in a non-
competitive tariff incapable to support the qualitative growth of the service, defective customer 
relation management system and a ungrounded cost control policy. Concession has brought along new 
commercial practices, as well as new methods to train commercial staff, which allowed for the 
mitigation of the above factors and a substantial improvement of efficiency and effectiveness of the 
commercial management. 
 
 Involvement of Private Capital Insures a Much Easier Access to Financial Resources Required 

for the System Modernization 
The experience of the construction of the water treatment plant of Crivina, realization of hitch as 
supposed an investment of 55 millions Euros, is telling about the way in which a private operator has 
the capacity to manage the investments processes. Actually, the works on this objective have been 
interrupted for more than ten years because of lack of funds, during which time the system has been 
managed by RGAB, and only five years from the commencement of works by ANB the station has 
been commissioned and connected to the system. 
 

 Selecting the Most Common Option of PPP, Is the Best Solution When the Public 
Administration Has No Experience 

Certainly, lack of a similar experience may be a “shortcoming” for public administration authorities, 
which makes it impossible to enforce the principle “tested and verified”. The best option in this case is 
to use a common model of PPP, of course adjusted depending on particularities. Thus, in 1998, the 
options taken into account by IFC were the concession and the afterimage, for both of them there are 
sufficient international practices according to which to design the model of PPP applicable at the level 
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of the municipality of Bucharest. Between the two, the most often used form of partnership at 
European level was concession, which was also the solution chosen by the municipality of Bucharest. 
 

 “Mirror” of Water Supply and Sewerage Public Service Quality Is Given by Service Levels 
Achieving a PPP based on SL, as the one concluded between the municipality of Bucharest and ANB, 
represents a guarantee that the operator's investments shall be managed accordingly and directed 
towards reaching quality standards for the customers' direct benefit. Directing the partnership towards 
SL and not towards mandatory investments (with a one exception: Completing the water treatment 
plant of Crivina), represents a method of protecting consumers' interests against any poor management 
practices performed by the operator. 
 

International Consultant Has a Decisive Role in Designing the Partnership 
For the concession of water supply and sewerage public service of the municipality of Bucharest, the 
consultant International Finance Corporation has played a decisive role in providing good practice in 
choosing the institutional design model, especially due to the lack of experience of the authorities of 
Bucharest. IFC has insured the preparation of statutory framework of the service in cooperation with 
the central and local public administration, but also the support of all activities related to the 
preparation of a PPP in correlation with the objectives commonly agreed with the municipality. 
 
 Involving the Private Capital Is a Trend Shown at European Level and As Such It Can Provide 

Good Practices 
As shown in a study published by the European Commission, involving private capital represents a 
trend manifested at the level of the European Union and especially in the Eastern and Central 
European countries. The main reason is that it provides much bigger opportunities to increase the 
quality of services by increasing investments, especially for such places having a number of priorities 
in the area of local development and that do not have the capacity to grant significant resources for the 
development of infrastructure. The municipality of Bucharest is as such an example for the 
enforcement of the principle "it is best not no swim against the waves". 
 

 PPP Must Insure an Increased "Comfort" For the Public Sector 
In order that a transaction likes PPP to be accepted from the social and political point of view, it shall 
provide an increased “comfort” for the public sector, which does not however mean a complete waiver 
of its responsibilities. The experience of other capital cities has shown that the economic and financial 
agenda can often be in conflict with the political and the social one. Within this work, it has been 
emphasized that, at least at the level of the risk of available assets, ANB has undertaken all 
responsibilities of the service, especially with respect to the investment policy, cost management and 
quality assurance. 
 

“If You Don't Know Where You Want to Go, It Doesn't Matter What Road You Take!"  
The Objectives of the Partnership Shall Be Clearly and Concisely Defined 

The design means of any PPP shall be subordinated to a set of precise objectives, which must be 
estimated in a realistic manner without an overstatement of the results expected by consumers from 
the operator. In case of PPP concluded between the municipality of Bucharest and ANB, the project 
objectives mainly refer to the increase of the quality of services and insuring a high level of customer 
satisfaction. The main advantage of the design model selected for this PPP is that the monitoring 
elements of objectives have been very precisely defined which are found in the SL system. Moreover, 
official and updated information on the degree of performing the objectives, which actually show the 
effectiveness of a PPP, are available to any concerned person through the site of the operator or of the 
technical regulator. 
 
 Cultural Diversity and Management Customs Are Particular Features Influencing the Selection 

of the Best Option of PPP 
The principle „one size fits all” is not applicable to the level of the water supply and sewerage public 
service. This means that when the design option of a PPP is chosen it is necessary to take into account 
both the consumers’ cultural profile and as well as certain specific managerial practices and customs. 
The example of the municipality of Bucharest is conclusive for the correlations between the 
characteristics of consumers in Bucharest resulting from the application of the multicultural Gert 
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Hofstede model (high distance from the power which generates lack of confidence in public 
administration, relatively reduced orientation on the long run, which made the service beneficiaries to 
expect immediate results from the concession, or the high degree of stiffness, which lead to a low level 
of risk acceptance) and opportunities and constrains of this PPP. 

 
 What to Choose?  

Afterimage or Concession? 
This is the question made by IFC and the Municipality upon the preparation of PPP for the water 
supply and sewerage public service of Bucharest. The answer was related to the economical and social 
environment particularities of that period, aiming, partly, at minimizing the tariff and tax mix that has 
to be incurred by the consumers, and, on the other hand, waiving the municipality with respect to 
achieving investments. 
 

“Win-Win” Relationship: at the Basis of a Sustainable PPP 
We can state that PPP concluded with respect to the water supply and sewerage service of the 
municipality of Bucharest is of the "win-win" type, including advantageous benefit schedules 
correlated with the level of risks allotted to each partner. Thus, the municipality is waiving most of the 
responsibilities related to service operation and is at the same time also a minor shareholder in ANB, 
the operator consolidates its reputation on a new market and it directs its activity to profit earning, and 
the citizens benefit from services at a higher qualitative level, according to SL agreed under the 
Concession Contract. 
 

Optimum Term of the Concession Is the Result of a Multi-Criteria Analysis Process 
The partnership between the municipality and ANB indicates, like the other countries that upon the 
conclusion of the PPP were negotiating for the integration into European Union, a longer term of the 
contract (25 years), above the average used in other capital cities. Choosing this term has represented 
the result of a multi-criteria analysis, that has taken into account element like: general economical and 
social context that was proper to Bucharest at the end of the '90s, the wish to insure a supportability as 
high as possible of the tariff, the need to insure a rhythm as low as possible for the recovery of 
investments from the tariff. 
 

PPP Must Stimulate Competition, Both "Within the Market", As Well As "For the Market" 
Concerning the competition “for the market”, according to the view of the World Bank, the direct 
negotiation is never the best choice of a private partner. In correlation with the enforcement of the 
principle "success brings success”, the municipality of Bucharest in collaboration with IFC have 
organized an open tender for the selection of the private operation, however restricting the 
participation to the most representative specialized companies. It has been attempted and succeeded, 
also, to prevent the underbidding phenomenon that would have had a negative influence on the PPP 
image. Concerning the competition “within the market", although water and sewerage represents a 
public service supplied in natural monopoly conditions, the pressure to reduce costs imposed by ANB 
under the Concession Contract, has made this competition to be more obvious on the supply market, 
having an impact on the tariff paid by consumers. 
 

 Ratio between Rights and Obligations of the Local Public Administration Authorities and 
Those of the Operator Shall Be Accurately Balanced 

It is required to state that the complete delegation of responsibilities proper to the provision of water 
supply and sewerage public service to the private sector shall be made only in the case of a PPP of 
divestiture type. Accordingly, also in the case of the municipality of Bucharest, when a concession is 
concerned, there is a balance between rights and obligations of the partners. According to the 
European Commission, in this field, PPP concluded with cu ANB represents a positive example, 
corresponding to international practices. Accordingly, the risks of liquid assets are taken over almost 
completely by the operator, while the risks of the demand, depending upon the evolutions of the 
operator independent market, are equally divided between the public and the private sector. 
 

 PPP Must Provide an Adequate Level of Communication between Stakeholders 
Communication is the key element of the management of disputes that may appear between the 
stakeholders of the service. In Bucharest too, these conflicts have appeared, but at incipient levels, on 
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various axis (operator municipality, operator-regulator, operator-large debtors), being mitigated 
precisely due to the improvement of the communication processes. A conclusive example is 
represented by the renegotiation of contractual relationships with and other debtors, which is a 
"legacy" from RGAB. An important role in the mediation of the communication process is occupied, 
within the institutional design model applied for the municipality of Bucharest, by the Expert Board. 
 

There Shall Not Be Neglected the Political and Social Dimensions of the Partnership 
A PPP does not represent only an economical and financial arrangement, but also a contract having a 
powerful political and social impact. Bucharest is part of the category of capital cities in which a 
political pressure is manifested on the operator, especially in what concerns the problem of the applied 
tariffs. Although the tariff adjustment procedures are clearly specified in the Concession Contract, 
there have been sufficient moments (especially during electoral campaigns periods) in which attempt 
was made to criticize tariff policy of ANB, aiming at reaching the electors, without however making a 
correlation with the amount of investments performed and with the level of quality of services. As a 
result of the surveys carried out for the performance of this work, it is encouraging that there has been 
seen a "maturity" of consumers in Bucharest and a much better capacity of appreciating the quality-
price ratio. 
 

2. Particularities, Responsibilities, Rights and Obligations of the Partnership, Effects and the 
Risks Associated With Them 

 Financial Effects of the Partnership Shall Be Correctly Quantified 
Financial effects of the PPP shall be estimated realistically and not to lead to an overstatement of 
results expected by consumers from the operator. From this point of view, taking into account the 
economical and social profile of the municipality of Bucharest, it was preferred to choose a longer 
term of concession so that the financial efforts and effects to be distributes as equally as possible, 
avoiding to generate "shocks" for consumers. 
 

Assessing the Partnership-Related Risks Must Be Made As Realistically As Possible 
Certainly, risks related to a PPP refer not only to economic risks, but also to social or political risks, 
and shall not be tackled only in reference to water supply and sewerage public service, but also in 
reference to the general development of the town. At the level of the municipality of Bucharest, if 
risks under the control of the operator (related to investments, cost, technology) have been accurately 
dimension, there are certain reservations concerning risks of the demand (related to the currency risk, 
bank policy, political environment, etc.) and their impact on the market demand fluctuation. 
 
In Order To Protect the Consumers’ Interest, It Is Recommended That the Level of the Demand 

and Liquid Assets Risks Taken Over By the Operator to Be Maximum 
At the level of the municipality of Bucharest, the liquid asset risk, with direct effects on the consumers 
in case of negative evolutions, has been taken over by the operator at a maximum level, judging 
through international practices proper to concession contracts. 
 

One Shall Not Promise the “Moon on the Sky” 
The improvements expected by the consumers must be clearly defined because, as a general rule, they 
need larger periods of time and investments on the long run. Implementing the SL system, as with PPP 
concluded between the municipality of Bucharest and ANB, simplified the follow-up procedures of 
the degree of achievement of such improvements. However, the experience of Bucharest has shown 
that there are still a lot of consumers that are not aware of the existence or the role of SL, gaining for 
this reason a wrong perception on the level of quality of serviced provided by ANB. 
 

The Amount of Investment Is an Indicator of the Credibility and the Potential of the Operator 
At the end of 2007, ANB had already invested around 200 millions Euros in the water supply and 
sewerage system, thus falling into the maximum class of investments according to the views of the 
European Commission. The amount of investments, which represented in 1998 also a criterion for 
selecting the operator, represents thus an expression of the potential and credibility of ANB, both due 
to the mandatory investment as well as to the one required for reaching SL provided under the 
concession contract. 
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Risk Distribution Model between Partners Is Crucial For the Success of a PPP 
The experience of Bucharest has showed that by taking over most of the risks by the operator, the 
local public administration is discharged from the responsibility of the service quality, being able to 
direct to the resources to other actions in the support of citizens. We may appreciate that the risk 
distribution system applied in Bucharest is a well balanced one, focused on standards, services and 
objectives clearly distributed between partners. 
 
Transfer of Increased Responsibilities to the Operator Shall Be Correlated to Acceptable Benefit 

Schedules. A Large Company Always Holds Several Alternatives to Invest Its Capital 
Considering that any private operator, as well as ANB, insures its development on that basis of the 
earned profit, it is necessary that the level of responsibilities undertaken by him, especially in terms of 
investments, shall be doubled by an acceptable level of profit. One shall always keep in mind that a 
large company always has other alternative to place its investments. 
 

Public Authority and Citizens Shall Understand the Nature of the Project, As Well As the 
Capacities and the Limits of the Partners 

In terms of the perception of the nature of PPP by partners, the experience of the municipality of 
Bucharest has proven that there may occur misunderstandings or misrepresentations on the regulation 
of the concession, manifested first at the level of the end users of the service, which resulted in losses 
on the operator’s image. It is right that this state has been induced both by mass media as well as by 
certain representatives of the public administration. 
 

Preparing a PPP Is a Thorough, Long-Lasting Process Subordinated to the International 
Practices 

In Bucharest, the process of preparation of a PPP has lasted over seven years, starting from 1994, 
simultaneously with the elaboration of the strategy of development of the water supply and sewerage 
public service, until November 2000, when the concession contract has come into effect. Certainly, 
one of the factors that have determined this long duration has also been the lack of experience of the 
local public administration authorities. 
 
Performances of a PPP Shall Be Appreciated In Terms of Their Effects Rather Than In Terms 

of Way of Action. Service Levels Are “Key” Elements for Monitoring the Performance 
PPP concluded between the municipality of Bucharest and ANB is a typical example of enforcement 
of arrangements of the type “service level agreements”. In the authors’ opinion, this institutional 
variant is indicated for insuring a risk level as low as possible for operators and administration, as 
there are clear performance standards that the operator shall meet, ANB being directly responsible for 
the methods to reach these standards. As such, consumers are protected against any bad management 
of the operators. 
 

 “An Informed Customer Is a Satisfied Customer” 
Throughout the period 2000-2007, ANB has made efforts to insure the highest degree of customers’ 
awareness, thus willing to support also a process of “maturity” of the service market. Certainly, it has 
been aimed at a bi-directional communication, through which ANB wanted to promote the actions 
carried out for the benefit of consumers, on the one hand, as well as their views and needs, on the 
other hand. 
 
The Monitoring and Assessment Process of the Operator’s Performances Shall Have a Neutral 

Character 
The performances of PPP concluded use of the municipality of Bucharest and are monitored by a 
public autonomous and nongovernmental institution, insuring a higher degree of neutrality in other 
regulation models, as for instance the ones proper to delegation of regulation functions to central 
public administration authorities, the operator or the contracting authority. Moreover, the neutrality is 
stressed also the role played by the Expert Board, both in terms of tariff adjustment procedures, as 
well as in terms of managing disputes that can appear between partners. 
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An Efficient PPP for Citizens and Administration Is the One That Discharges the Municipality 
of the Responsibility of Investments 

In grounding the budget of a place, in particular of a place as large as Bucharest, it always exist a large 
number of priorities and, as a general rule, an insufficient amount of resources for copying with them. 
Concluding the partnership with ANB for supplying the water supply and sewerage public service, has 
enabled the conveyance of the responsibilities in the area of investments from the municipality to 
operator, thus generating the possibility to cope with the highest number of budgetary priorities, 
except for the ones related to the water supply and sewerage public service, by discharging the 
municipality budget of them. 
 

Distribution of Competences in the Area of Regulation Shall Be a Balanced One, Insuring the 
Highest Degree of Protection of Consumer’s Rights 

The experience of Bucharest has shown that it is best that the regulation system be made up of a 
number of entities (ARBAC, ANRSC, Expert Board), which insures a distribution of responsibilities 
and a prevention of the phenomenon of “power concentration” in a single institution. Certainly, this 
system could not operate unless within the concession contract, the monitoring procedures and the role 
of every institution were very clearly defined. 
 

Knowing Interests and Importance of Shareholders Is One of the Key Elements of Insuring an 
Efficient and Sustainable PPP 

Representative stakeholders of a PPP (the operator, the local public administration, the citizens, 
regulators etc.) show different influences on the system due to their importance, quantified, in case of 
the water supply public service, by criteria as: capacity to positively or negatively influence the 
performance of the service, the scope of influence, the economical power, the interest manifested for 
insuring a high efficiency and effectiveness of the service management, the status or the social 
position. The system of stakeholders proper to the PPP concluded between the municipality of 
Bucharest and ANB is regulated under the Concession Contract, made up of 16 stakeholders or 
representative categories of stakeholders, among which the most influential are ANB and CGMB, and 
the most important are the consumers. 
 
It Is Necessary to Know the Behavior of Those Stakeholders That Are Significant Risk Sources 

Shaping stakeholders of the water supply and sewerage public service of the municipality of Bucharest 
using the stakeholders’ matrix technique has allowed the identification of those stakeholders 
representing a significant risk sources. In addition to the general risks related to the factors implied in 
any type of PPP (in particular those related to demand and availability), the PPP partnership concluded 
with also includes stakeholders generating specific risks. Mainly, this category includes those 
stakeholders that have a high importance, but that cannot directly influence the level of quality of the 
service. Specific risks are generated, for instance, at the level of lodgers associations, mainly by 
making more difficult the process of communication between the operator and the end users of the 
service. 
 

Verifying the Means in Which the Concessionaire Complies With the Contractual Obligations 
Concerning the SL Shall Be Made With the Highest Degree of Impartiality 

The concession contract concluded between the municipality of Bucharest and ANB includes a 
number of provisions related to the verification procedures of the manner in which ANB complies 
with contractual obligations. Considering that the delegation of duties witch take care of regulation to 
one institution, could reduce the degree of impartiality and can generate a certain subjectivism, the 
design of the concession model included, in term of monitoring, an “instance” with a strong character 
of neutrality and namely the Expert Board. 
 

International Expertise Is a Way of Solving Conflicts and Insuring Impartiality 
Expert Board plays an important role in the PPP concluded between the municipality of Bucharest and 
ANB, both in terms of insuring an impartial opinion within the tariff adjustment procedures, mainly 
for extraordinary adjustments and the periodical ones, as well for mediating disputes between ANB 
and ARBAC, with respect to the degree of achievement of certain Levels of Services. 
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Outsourcing Regulation Duties Represents an International Practice with Positive Effects on the 
Accuracy of This Process 

The study performed at the level of several regulators in the field of water, has shown that a good 
practice in terms of monitoring is represented by the partial outsourcing of this function. ARBAC is a 
representative example for the application of outsourcing, the experience of this institution in this 
direction being appreciated by the World Bank as being a “Good” one. 
 

Consumers Have a Critical Importance for the Operation of The Partnership. As Such, the 
Operator Shall Make Effort for Developing Their Loyalty 

By the actions carried out between 2000-2011, ANB has attempted to get as close as possible to its 
consumers, both by means of making a quarter survey on the their satisfaction and on their view 
concerning the activity of , as well as through a series of actions proper to the customer relationship 
management: employing Correspondents for Building Associations, introducing application sheets, 
sending information letters, setting up Operational Centers, introducing a unique telephone number for 
customer relations. 
 

3.  Tariff Policy and Consumers 

Tariffs Has Multiple Functions: Economical, Social, Political and Environmental 
Within the PPP concluded between the municipality of Bucharest and ANB, has been used not only as 
an economic instrument, for covering costs necessary for the system operation, extension and 
modernization, as well as an instrument for encouraging the economical use of water by consumers 
aiming at sustainable management of water resources, This has determined a significant reduction of 
average consumption of water compared to the previous period of 1998. Also, one must not neglect 
the political and the social function of the tariff. Their exercise was carried out mainly prior to the 
concession, when it was attempted, by political reasons, to maintain tariff at very low uneconomical 
levels, which determined an interruption of investments and a deterioration of water supply and 
sewerage system. 
 

The Operator Shall Insure a Competitive Tariff, Compatible with the Consumers’ Life 
Standard 

Certainly, the tariff shall cover the cost related to operators and also earn profit for him, but in the 
same time it shall also be a bearable one, that shall not lead to social tensions. In such a context, we 
can state that, by its current tariffs, ANB provides the lowest tariff compared to the other European 
capital cities, to which it corresponds a rate of 1.10% of water and sewerage expenses within the 
regional GDP /inhabitant, which is around the European average. Also, ANB practices one of the 
lowest tariff s in Romania, being on the 12th place, in descending order, of the 20 municipalities with 
over 150.000 inhabitants. As such, one can state that the level of supportability of the tariff on water in 
the municipality of Bucharest is a good one. 
 

A Sustainable PPP Shall Include an Educational Component 
On shall not neglect the educational component of PPP. The operator is responsible to invest not only 
for the modernization of the system, but also for the “maturity” of the market. The experience of the 
municipality of Bucharest has proven the way in which a policy initiated by the operator for educating 
the consumers in order to reduce the waste in the use of water resources, gas lead to a decrease of 
average consumption from 350 l/person-day in 1996, to 220 l/person-day in 2003. 
 

 “Nothing Is for Free.” 
Involving private capital in supplying the water supply and sewerage public service of the 
municipality of Bucharest has made much easier to attract financial resources for the system 
rehabilitation. However, one must understand that the recovery of investments shall not be made 
unless an acceptable level of profit is insured for the operator, reflected in the end in the tariff paid by 
consumers. 
 

The Operator Cannot Undertake All Risks of a PPP 
Main risks of a PPP, like the ones connected to the accuracy of the invoicing process, cost control for 
the network operation, modernization or extension, have been undertaken, at the level of the 
municipality of Bucharest, by ANB. However, there are risks that cannot be undertaken by the private 
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operator, as the ones generated by the economic environment (fluctuations of foreign exchange rate 
and reference interest rate) or by the political or legal environment. The experience of Bucharest has 
proven many times that this is not understood by all partners who shall insure the sustainability of a 
PPP. 
 

Public Administrations Is Still Responsible 
Even though the operator has undertaken most of the responsibilities related to the concession, the 
consumers’ view in the municipality of Bucharest is that, last but not least, the public administration, 
through the levers it has in the scope of regulation and monitoring, remains the main responsible 
person for the evolution of the service. 
 

PPP Shall Be Integrated in Coherent Local Policies 
Unfortunately, in Bucharest, the potential PPP concluded for the water supply and sewerage public 
service has not been sufficiently turned to good account, with respect to the creation of a metropolitan 
area, on the one hand, and to the implementation of sustainable development principles, on the other 
hand. 
 

A Sustainable PPP Requires a Political Support 
Public utility community services, by their own key functions that they have to fulfill, represent a vital 
component of the citizen’s life quality. This is why they represent a very sensitive area for a consumer, 
that is often exploited by the political environment. Unfortunately at least the first years of the 
concession of the water supply and sewerage public service by ANB, have been characterized by a 
weak political support, often the attitude of certain politicians being hostile to this PPP, attempting to 
generate unfavorable views also among the citizens of the municipality of Bucharest. 
 

A PPP May Generate Disputes of Different Nature. It Is Important That They Be Adequately 
Managed 

The mechanism for settling disputes represents an indicator of the sustainability of a PPP. It is obvious 
that in any system in which risks are distributed between partners there is a very likely that disputes 
would occur between them for various reasons (economical, legal, social, political etc.). The 
experience of the municipality of Bucharest may provide a number of good practices in this direction, 
related to the involvement of the Expert Board in mediating conflicts between ANB and ARBAC, the 
role of informing consumers in preventing conflicts in the relationship between ANB-municipality-
consumers of negotiation the terms for installment of debts of RADET to ANB. 
 

The Importance of That PPP Is That Requires the Involvement of Individual Consumers, 
Rather Than the Collective Consumers. Finally, the Level of Quality of the Service Can Be 

Appreciated Only By the End Users 
“Target public” of any market strategy in the area of services is represented by the end consumers, 
namely the users of the service, that are the only persons capable to appreciate the level of quality of 
the activity carried out by the operator. The experience of the municipality of Bucharest has shown 
that there may be situations in which the process of communication with end beneficiaries shall be 
“obstructed” by the action of the lodgers associations. This is a problem that must be solved, in order 
to insure an optional operation of system. 
 

Conclusions 
In conclusion, we may say that, the debate of a subject like this was opportune and useful to all the 
parts implicated in the analysis of the public - private partnerships (PPP) for public water and sewer 
services. Throw this experience we gain useful knowledge and confidence, that permits us to apply for 
a public-private partnership, in a proper way, using all skills that we have.   
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