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1 The context of the Guide 

1.1 EU financing of infrastructure in central and eastern Europe (CEE) 
EU financial institutions play a key role in favouring private or public sector operation of infrastructure 
projects in CEE. The key sources include the two development banks – the European Bank for 
Reconstruction and Development (EBRD) and the European Investment Bank  (EIB) – and the European 
Commission’s own aid programme’s for accession countries, especially ISPA. 
 
The EBRD in particular has strongly 
supported privatization, with about 
two-thirds of its funding since 2000 
going to utilities controlled by 
foreign multinationals, and a 
number of others in part targeted at 
leading to privatization. The EBRD 
has done so partly through the use 
of tied funds, whereby tranches of 
funding for environmental projects 
in CEE were tied to the use of either 
Suez, Vivendi or IWL.  
 
By contrast, a much larger 
proportion of the loans from the 
EIB, have supported public sector 
restructuring. Both the EIB and EBRD are EU institutions, but autonomous from the European Commission. 
 
The other key source of funding is the EC’s own ISPA grants facility i, aimed at funding the investment needs 
of accession counties, which is administered by the Commission itself. So far only a small part of these funds 
have been directed to private sector projects, and the rules governing EC aid have made it difficult to use 
ISPA money to support PPPs. One example was in the town of Timisoara in Romanaia, where ISPA funding 
was ‘captured’ by a water privatisation assigned to Suez under the EBRD’s linked financing programme. 
The project had to be unscrambled to avoid breach of ISPA rules.  
 

1.2 Making ISPA funds available for private sector, and promoting PPPs 
The European Commission’s Guide to Successful Public-Private Partnerships ii is produced specifically in 
the context of the ISPA programme, to make it more easily available to private sector projects: “It seeks to 
address the issue of developing successful PPP projects in the candidate countries on a general level with 
specific reference to grant financing of transport and environmental infrastructure projects”(p.7).  It can be 
presumed that this addresses concerns of the private companies, that the ISPA rules were making it less 
attractive for accession countries to use the private sector in projects that are eligible for ISPA funding. 
 
However, discussion of this issue is relegated to ten pages in Part 4 of a 100-page document, and it is made 
clear from the beginning that the document is meant to support and facilitate PPPs, even going so far as to 
state that “The European Commission has an interest in promoting and developing PPPs within the 
framework of the grants it provides” (p.7), which comes close to breaching the principle that the EC is 
neutral on public or private provision of public services. Although the document includes a disclaimer which 

                                                 
i ISPA is focussed on transport and environment, whilst similar facilities, also managed by the Commission, exist for 
agriculture and rural development (SAPARD) and general pre-accession investment (Phare). 
ii European Commission, Directorate-General Regional Policy, “Guidelines for Successful Public – Private 
Partnerships”, March 2003, http://europa.eu.int/comm/regional_policy/sources/docgener/guides/ppp/ppp_en.pdf  
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makes it clear that it is not an EC policy document,i  the document is at least indicative of certain strands of 
Commission thinking.  

1.3 No discussion of alternative 
 
The document pays lip service to the existence of public sector alternatives.  It begins by stressing that PPPs 
“are not the only or preferred solution”, noting that they are “complex to design, implement and operate” and 
even explicitly noting the possible alternative of public -public partnership arrangements (PUPs). But it is 
apparent that these reservations have been tacked onii to a document otherwise conceived, not as a guide on 
whether to implement PPPs, but how to implement PPPs.   
 
Thus it states the need for evaluative comparison: “PPP arrangements should not be entered into merely for the 
sake of undertaking a PPP project. A detailed review of the costs and benefits of private sector involvement versus 
public alternatives must be undertaken to ensure that a PPP enhances the public benefit. The degree of private 
involvement needs to be carefully matched to the objectives and needs of the project and the public. Appropriateness, 
cost, the ability to effectively implement and manage should be the paramount considerations in selecting a PPP 
structure.”(p9) - but the only discussion of how to make a comparative evaluation of public and private sector 
options is a reference on p.60 to the use in the UK’s PFI projects of notional public sector ‘Financial 
Comparator’, which has been criticised in the UK for being little more than a fantasy incorporating all the 
neo-liberal prejudices against the public sector, designed to fail. iii 
 
The result of the framing of the document as a Guide to PPPs, and nothing else, and its context (no similar 
documents which cover the public sector) sets a “ framing trap”, where the way in which a problem is posed 
frames the way in which it is solved. In this case, the Guide encourages a conception of the problem as “how 
can partnerships with the private sector be managed successfully”, not “how can necessary infrastructure 
investment be brought about”, even though the latter is explicitly a major justification for the existence of the 
Guide and its focus on PPPs (p3). The difference between these problems and the range of solutions implied 
is obvious.  

1.4 Restricted consultation  
Major constituencies, perspectives and sources of relevant expertise have been excluded from the 
development of the Guide. The document states that it was developed at the initiative of DG Regional Policy of the 
European Commission, in collaboration with DGs Internal Market; Competition; Transport & Energy; and AidCo, as 
well as the EIB and EBRD. In addition, the Guide “took account of” the results of a seminar in July 2002 which brought 
together 100 national operators from 18 countries. (p2) It is also mentioned that “PPP units and task forces of the 
Member States and Candidate Countries” were consulted. (p5) But there was no consultation with trade unions; 
environmental NGOs; consumer groups; or any other discernable civil society organisations. Even with the 
European Commission, it appears to have excluded obvious candidates such as DG Environment; DG 
Employment and Social Affairs; DG Health and Consumer Protection; and DG Development (responsible 
for the formulation of development policy).  

2 Strengths and weaknesses of PPPs 

2.1 Abstract analysis 
Not only does the framing of the problem encourage a certain perspective on the range of possible solutions, 
but the Guide’s examination of the solutions it favours (PPPs) is largely theoretical, abstract and naïve.  It is 
notable for its lack of detailed examples from CEE, and indeed the workshop which discussed the paper 
complained of  “the need for success stories from candidate countries as well as early evidence of success in 

                                                 
i “These Guidelines have been prepared by the services of the European Commission. They are the result of 
independent review and do not necessarily reflect the views and opinions of the European Commission as a whole nor 
attempt to define current or future policy.” 
ii In a manner more suggestive of the compromise process inherent in internal Commission politics than a genuine belief 
on the part of the main authors that the public sector is a strong and valid alternative. 
iii For a number of critiques of the UK PFI process, see the website of Unison at www.unison.org.uk  
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the development of PPP projects” (p.98). In one place the Guide notes (pp26-30) that for some sectors and 
some circumstances, “traditional public procurement” (i.e. commissioning goods and services, typically 
construction, from the private sector) may be preferable to more extensive forms of private-sector 
participation. This is, however, an exception, and it is notable that it comes in one of the more concrete 
sections (touching on the possibilities for PPPs in specific sectors). Elsewhere, it makes more use of studies 
published by the UNDP and USA research institutes i than actual experience in Europe. 
 
The document’s attempts to evaluate the strengths and weaknesses of PPPs are largely in terms of different 
PPP structures vis-à-vis each other.  And in the areas the document deals with (value for money, flexibility, 
better management etc), an inherent superiority of PPPs over other options is simply assumed. But the 
empirical evidence of the superiority of PPPs even along these dimensions is lacking, and the lack of context 
in the presentation leaves the document looking hopelessly optimistic.  Even when it refers to specifics, as in 
an uncritical box (p57) on the positive findings of a UK Treasury Taskforce on PPPs (“The average 
percentage saving in net present cost terms of using PPPs was estimated at 17% over the contract duration.”) 
the document fails to note that this claim, advanced in a report by Arthur Andersen, has been heavily 
criticised and discredited. 
 
The Guide places all the issues concerning the realisation of these potential advantages in the context of 
regulatory, legal and management capabilities. The only problem is in terms of ensuring that these 
capabilities are there, and the presumption is that the only context in which PPPs are undesirable is where 
these capabilities are lacking – clearly placing the blame for failure on the public sector. 
 

2.2 Risks to PPPs, not to countries 
 
The Guide does consider some of the risks associated with PPPs, but focuses on risks to the projects rather 
than to the countries. For example, the section on risks (p52) has the approach of consultants advising 
foreign investors, with, for example, subsections on regulatory risk (the risk that governments renege on 
commitments) and ‘public acceptance risk’ (the risk that public protests may undermine projects or even lead 
them to be cancelled).  A large box (p.51) on a UK protest against a private waste incineration project is 
inserted not as an indicator of the problems and unpopularity of such projects, but as an example of  public 
acceptance risk! Thus democratic activity by citizens is itself seen as a risk to PPPs. 
 
The report does mention (p.54) the risks of creating a monopoly situation by a private provider, or of unfair 
competition; or of corruption or price-fixing. But even this subsection is weak and oddly unconcerned about 
the actual impact of these problems on consumers (let alone public sector employees). And the document 
ignores  the issues of irreversibility and uncertainty. In particular, choosing a PPP route may involve long-
term consequences (especially through being tied into contracts, such as concession contracts, or take-or-pay 
contracts) and a loss of flexibility compared to a public -sector alternative. That flexibility has a real value, 
and simply ignoring it is potentially irresponsible: it should be part of the decision on how infrastructure and 
other projects are to be implemented in any given case. Similarly, PPP projects typically involve a loss of 
transparency and accountability, which increases the long-term risk that the project does not produce the 
anticipated benefits for the public. 
 
Another issue omitted by the Guide in relation to the strengths and weaknesses of PPPs is that a presumption 
at an early stage in favour of the private sector may de facto exclude some technical or policy options for a 
variety of reasons – all of which boil down to the fact that the private companies will prefer to be involved in 
the more profitable solutions to any given problem. This means, for example, that in waste management an 
early decision to bring in the private sector may mean a de facto decision to choose a waste-to-energy 
(incinerator) solution, because these are generally more profitable and hence preferred by likely bidders. 
More generally, a decision to go private will often favour larger, more expensive projects – such as the 
building of a new hospital versus the refurbishment of an existing one – because these will tend to be more 
profitable. 
 

                                                 
i Diebold Institute for Public Policy Studies, New York (p. 36) 
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2.3 Ignored experiences 
 
There is a considerable body of experience with PPPs which the report overlooks, which draw attention to 
some of the problems with this option.  
 
Even in France, where the private sector has been involved for decades in the water industry, there have been 
and continue to be substantial problems. For example, a 1997 report by the French Cour des Comptes stated 
that “The lack of supervision and control of delegated public services, aggravated by the lack of transparency 
of this form of management, has led to abuses”.i The report cites many examples: in one major city, Metz, 
the private water company did not submit any accounts to the city council for 20 years; in Bandol-Savary 
(near Toulon), a Vivendi company charged the council twice over for the same treatment, every year. If this 
is what happens in a country with a long experience of privatisation and a market economy, how much 
harder is it for the candidate countries to develop and manage successful long-term PPPs? 
 
Recent events in Tallinn, Estonia; Izmit, Turkey; and in the Czech Republic do not bode well for PPPs in the 
candidate countries. In the first case, the money invested by International Water/United Utilities into Tallinn 
Water at privatisation was siphoned back out within two years, whilst still leaving them with half the utility. 
In Izmit, Turkey, private financing for a large water supply project depended on government guarantees – 
which then became operational when the price for the water was set so high that few customers were to be 
found, resulting in the Turkish government paying out millions of euros. Finally, in the Czech Republic, 
Vivendi has (often successfully) attempted to use middle -men and non-competitive tendering to gain control 
of public water utilities against the wishes of a majority of the municipalities and public concerned. ii  
 

2.4 Unfortunate photos 
The Guide’s lack of local knowledge is unintentionally illustrated by some of the few photos which are 
arbitrarily included. On page 14 there is a photo of an unspecified wastewater treatment plant in Poland. 
However, the overwhelming majority of Polish cities have chosen to use public sector water operations, 
using finance from a range of sources to build new treatment plants, and have rejected private solutions. One 
city Poznan, had been wooed by Suez for 7 years, but decided in 2001 by an overwhelming majority to reject 
this in favour of a public sector solution – to the reported dismay of not only Suez but officials at the 
Commission. Another, Lodz, witnessed a massive and successful campaign to prevent a Vivendi proposal for 
a private treatment plant. iii   On page 37 it presents a photo of a Hungarian toll motorway – but the guide 
itself mentions later (p.56) that this PPP was a disastrous failure (which the guide, typically, blames on the 
‘problem’ of public  resistance). 
 

2.5 Misleading on rules 
The guide is misleading on procurement rules. One of the most important is where it states (p.19) that PPPs 
which are concessions are covered under the detailed provisions of the public procurement directives – they 
are not, which is a problem that remains to be addressed. Elsewhere (p.44), it presents ‘alternatives’ to the 
existing ECD procurement regime as though they were options which could be chosen or developed by 
accession countries, when they are in fact simply consultants’ proposals published by the United nations 
Development Programme, which have no legal standing in Europe whatsoever. And the guide positively 
encourages ‘a degree of market sounding and informal consultation’ (p.46), without noting the obvious risks 
of corruption and non-transparency arising from such behaviour. 
 
 

                                                 
i Cour des Comptes: La gestion des services publics locaux d’eau et d’assainissement. Rapport public particulier. 
January 1997. See  www.ccomptes.fr/Cour-des-comptes/publications/rapports/eau/cdc72.htm 
ii See PSIRU Report “CEENIS Water Report 2002”, www.psiru.org 
iii Ibid. 
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3 Conclusion 
The guide is a seriously flawed document. It is a guide on how to push through PPPs, and in the process 
collect ISPA grant money, not a guide on how to make best decisions on infrastructure projects. It will be 
circulated as ‘the EC guide’ on PPPs in central and eastern Europe, despite its correct disclaimers that it is no 
such thing, and used by private companies as an official support tool for their marketing activities. 
 
As such it is not only flawed but dangerous, because it will be treated as an informed review based on 
practical experience, when it is no such thing. The realities of experience with PPPs in CEE and elsewhere 
suggest very different conclusions. Democratic activity by civil society organisations, which the guide itself 
sees as a problem for PPPs, will be important in countering this kind of one-sided promotion of private 
interests. 
 

Appendix : Relevant PSIRU reports – see www.psiru.org 
 
On problems with infrastructure PPPs: 
 

• Hall, David; Lobina, Emanuele (2003); and De La Motte, Robin: “Water privatisation and 
restructuring in Central and Eastern Europe and NIS countries, 2002” 
http://www.psiru.org/reports/2003-03-W-CEENIS.doc 

• Bayliss, Kate, and Hall, David (2002), “Can risk really be transferred to the private sector? A review 
of experiences with utility privatisation”, http://www.psiru.org/reports/2002-11-U-risk.doc 

 
On public sector alternatives: 

• Hall, David, and Lobina, Emanuele (2003), “International Solidarity in Water: Public -Public 
Partnerships in North-East Europe”, http://www.psiru.org/reports/2003-03-W-NEeurope.doc 

• Hall, David; Lobina, Emanuele; Viero, Maria Odete; and Maltz, Helio (2002), “Water in Porto 
Alegre, Brazil - accountable, effective, sustainable and democratic”, PSIRU and DMAE paper for 
WSSD Johannesburg 2002, http://www.psiru.org/reports/2002-08-W-dmae.pdf  

• Hall, David (2001), “Water in Public Hands”, http://www.psiru.org/reports/2001-06-W-public.doc 


