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� Privatisation has become part and parcel of policy 
conditionality 

� State-owned enterprises are presumed to be loss-
making: producing inefficiently, often sheltered from 
competition 

Overview

competition 

� They are considered to be a source of fiscal crisis and 
rent-seeking behaviour 

� Ownership transformations are said to be conducive to 
efficiency-gains, reduced political interference and 
improved public finances.



� The debate focused to much on extremes: pro- and anti-
privatization

� But little consideration of:

� How coverage changes (% of population)

� How equitable is access to utilities across income level 

Overview

� How equitable is access to utilities across income level 
(deciles and quintiles)

� How affordable are tariffs (3-5% benchmarks)

� Here we try to go beyond the extremes and closely 
investigate the privatization process in Bolivia



� Water is provided in three different modalities: 

� Through public provision; 

� Under a cooperative arrangement; and 

� Through privatized utilities.

Why Bolivia?

� The country has seen increasing protests and public 
outrage

� There have been termination of contracts and 
renationalization



� The network does not reach poor neighborhoods

� Tariffs and initiation connection fees are unaffordable

Thus the poor often resort to alternative sources of 

Utility Provision and the Poor

� Thus the poor often resort to alternative sources of 
water, which are not always safe (ponds, lakes, rivers, 
boreholes, wells, private trucked water etc.)



� Did privatization increase access to safe water?

� Did privatization lead to equitable access to safe water?

Did water services become affordable after privatisation?

Research Questions

� Did water services become affordable after privatisation?



Methodology and Data

Reform: La Paz and El Alto’s water concession in 1997

� Counterfactual method: 
� Time frame: before (-4), after (+5), after (+5 +4) reform

� Control groups: Cochabamba and Santa CruzControl groups: Cochabamba and Santa Cruz

� We investigate…
� Delivery (coverage rate)

� Equity (concentration)

� Affordability (expenditure)

� Data: 
� Instituto Nacional de Estadistica – 1992, 1996, 2001, 2005



Delivering water



Distributing access
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El Alto: Access became less concentrated, pro-poor intervention

Cochabamba: Access more concentrated, higher degree of inequality than EA



Distributing access
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Affording water

Affordability: spending <3% of income on water.

Better billing collection affects the 
poor who would rather get free 
water before.

Connection fees: major barrier for 
the poor located in areas supplied 
by the utility.
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Performance Index
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Performance Index



Conclusion

� In Bolivia privatization was pro-poor

� Is privatization the answer then?

� Yes! Because coverage rate increased for 
the lower quintiles and access inequality the lower quintiles and access inequality 
decreased

� No! Because the targets set pre-
privatization were not achieved

� Hence, the recent renationalization



Thank you!

Your comments are very welcome…


