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Cities across the country have found that, despite corporate claims, private owner-
ship of water systems significantly increases the price of water. A close look at data
from more than 1,000 U.S. utilities and existing academic research reveal that private
water companies are not only no better performing, but are also more expensive than

publicly owned utilities.

Private Control of Water Increases
Consumer Costs

Food & Water Watch compared average water rates
charged by publicly and privately owned utilities in four
states -- California, Illinois, Wisconsin, and New York.! The
analysis found that privately owned water utilities charge
customers significantly higher water rates than their public-
ly owned counterparts: anywhere from 13 percent to almost
50 percent more.

California
Data from Black and Veatch’s 2006 California Water Rate
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per month for clean drinking water than households served
by either municipal systems or special water districts creat-
ed by citizens and overseen by government officials. When
Food & Water Watch divided the water districts into five
population size categories, publicly owned water systems
proved significantly more affordable for every bracket.?

Wisconsin

Wisconsin is served primarily by publicly owned water
utilities, but there are seven privately owned utilities oper-
ating. Averages compiled from a survey conducted by the
Wisconsin Public Service Commission reveal that the aver-
age monthly residential water price for customers served by
the seven utilities to be a startling 49 percent more than the
average bill for customers served by publicly owned utili-
ties. While public customers paid an average of $22.98
a month, private customers paid an average of $34.26 a
month. In other words, residents of cities where the pri-
vate sector controls the water flow are paying an average
of $135.36 more each year.3

Illinois and Nine Other Midwestern States

A 2000 survey of Illinois and nine Midwest states re-
vealed that customers of privately owned systems paid
13.65 percent more than customers of public municipal
systems.4 It stated that “publicly owned systems charged
an average of $1.28 per 1,000 gallons of water less than
private and ancillary systems.”> Based on this survey’s
average monthly water consumption estimate of 6,000
gallons, this price difference equates to an additional
$92.16 paid each year by consumers in privately owned

districts.®
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New York

The six largest private water providers in New York state
charge an estimated average of $34.25 to families consum-
ing an average of 1,000 cubic feet (77,480.52 gallons) of
water per month.” A survey conducted by the American Wa-
ter Works Association estimated that the average monthly
water charge for households in this region consuming the
same amount of water is $27.29, making privately owned
New York utilities 25 percent more expensive than the aver-
age public utility in their region.®?

interest, taxes, depreciation, and amortization) came from
its water division, known as U.S. water provider American
Water.*

In the United States, regulations limit the profits of private
water companies to a margin of approximately 10 percent.
However, companies get around this by leveraging their as-
sets. In other words, instead of using money they had bor-
rowed for needed improvements to water operations and
infrastructure, the companies invest in side businesses or
other activities that diversify their operations to increase
profits. In general, private companies have incen-
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local areas to be reinvested in water infrastruc-
ture, it would have constituted a contribution in
excess of $20 million more than the entire federal
capitalization grant to California for the Drinking
Water State Revolving Fund (a federal fund that
administers money to states for water projects),
which was able to grant only $67.15 million in
2006.%

Financing is More Expensive for
Private Companies

Private Companies Charge More
to Provide Water for a Number of
Reasons:

Corporate Utilities Funnel Money Out
of Communities and into the Pockets of
Shareholders

International corporations can easily expect to make a 20
percent to 30 percent margin of profit from investment in
water service. Multinational water-providing giants Veolia,
Suez, and RWE are hugely profitable corporations. In 2006,
Veolia made a consolidated net income of €759 million
(nearly $1.12 billion), according to its 2006 annual report.
In addition, 35 percent of Veolia’s total revenue came from
water, with 10 percent from North America.* In the same
year Suez earned a gross operating income of €7,083 mil-
lion (nearly $10.38 billion), and RWE had a net income

of €3,847 million (almost $5.66 billion).’>3 Some €689
million ($1.02 billion) of RWE’s EBITDA (earnings before

In order to protect the public interest, private
water companies, unlike public utilities, are not eligible
for municipal, tax-free bonds that carry low interest rates.
Therefore, they must rely on private bonds that carry inter-
est rates 2 percent to 3 percent higher.” These essentially
are costs that companies often pass on to consumers in the
form of higher water rates. Private companies also have
their operating costs driven up by property and income
taxes from which public utilities are exempt.

Private Control of Water Does Not
Lead to Greater Efficiency

It is commonly believed that the private sector can of-

fer greater performance and economic efficiency than the
public sector, but in the case of public water utilities this
has not proven to be true. Various studies have concluded
that publicly owned utilities have lower costs than privately
owned utilities.®® Another study of 214 water providers in
the United States found that public sector performance was
superior to private sector performance.?
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The theory that private ownership is superior to public
ownership is based on the assumption of competition in
the marketplace. However, in the case of water utilities,
one system controls an entire area, so competition rarely,
if ever, exists. Economists Germa Bel and Mildred Warner
write: “That private production has failed to deliver con-
sistent and sustained cost savings shows the inadequacy of
theoretical approaches based mainly on assumptions about
competition and ownership.”?° Because competition is ab-
sent in the water sector, they conclude that, “Little support
is found for a link between privatization and cost savings.
Cost savings are not found in water delivery.”* Writing in
the journal Land Economics, Arunava Bhattacharyya found
that, “private water utilities in the sample of the study are
less efficient than public water utilities both technically and
in the use of variable inputs of labor, energy, and materi-
als.”22

Lessons From the United Kingdom
and France

The United States would do well to learn from the prob-
lems of France and the United Kingdom, where govern-
ments have given private companies much greater control
of water. In France it was found that choosing to involve
private companies in water distribution over direct public
management increases the average retail price of water. “In
all specifications, we find that consumers pay more when
municipalities choose PPPs [public-private partnership].”23
Chong et al. found that the average price for 120 cubic me-
ters of water in a year jumped from approximately €151 to
€176 when French public authorities decided to contract
with private companies instead of managing their own sys-
tems.24 Several studies have found that water privatization
in the United Kingdom has also been unsuccessful. Saal
and Park found higher prices and little improvement in
productivity following the 1989 U.K. privatization of wa-
ter.?s Cowan et al. estimated that “privatization in the U.K.
led to a net loss in total welfare, with consumers and the
government net losers and the firm [private corporation]
and its employees net gainers.”2°

Conclusion and Recommendations
for the Future of America’s Water

Many citizens have had no choice but to pay a private
corporation for their water. They are forced to pay higher
rates and contribute to the profits of distant executives
and stockholders. Whereas private corporations are biased
toward capital-intensive solutions that benefit the corpora-
tion, and raise consumer rates, public utilities emphasize
the needs and goals of the local community. Public man-
agement gives every citizen part ownership and direct say
in the policies of their water service provider and reinvests
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money in local infrastructure. To prevent private corpo-
rations from manipulating money-scarce municipalities
into believing that privatization will benefit their system,
America needs secure public funding for water. Communi-
ties often are pressed into privatization in hopes of avoid-
ing the financial investments needed to maintain a water
utility. To protect America’s water, the federal government
should have a share in these investments. The establish-
ment of a clean water trust fund will ease the financial
burden on communities, help maintain public ownership
of water utilities, and keep water clean, safe, and affordable
for everyone.
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