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General Commentary on the Workshop

Hannu Vikman, Hannu Vikman Consulting

Session 1: Water policy and decision-making at national, regional and local government levels

Regarding the overall water resources and services management and policy making in Finland, the institutional responsibilities have been divided between the Ministries of Agriculture and Forestry on the one hand and the Ministry of the Environment on the other. The reason for this division is historical rather than based on analytical optimisation. An interesting and less common aspect in the Finnish sector organisation is the key role of independent and impartial Environmental Licensing Bodies in the permitting of surface and groundwater abstraction and wastewater discharge, as well as any other use of water resources.

The new Water Services Act contains provisions on consumer protection and it aims, albeit vaguely, at controlling the profits, return on capital and other forms of transferring of revenues collected by the util​ities to their owners that are, in most cases in Finland, municipalities. There regulatory and consumer protection authorities have not yet paid much attention to the materialisation of these stipulations.

Session 2: Decision-making processes related to water utilities

The various cases in the decision-making processes provided an oversight to various aspects related to efficient management and transparent governance of water utilities. A British comparison of water tariffs in a number of European countries has indicated that the tariffs in Sweden and Finland were amongst the lowest. The Swedish and Finnish tariffs were at the same level although Swedish utilities are not allowed to be profitable whereas many Finnish municipalities gain substantial revenues from water utilities owned by them.

There is a variety in the business focus of water utilities. Stockholm Vatten as a public municipal utility does not only concentrate on its core business; it is some sort of a general welfare company. It has been engaged in promotion of environmentally sustainable water use and in organisation of World Water Week in Stockholm, etc. AS Tallinna Vesi, as an example, has sharply focused its operations on the provision of conventional water and wastewater services in an unconventional set-up.

The privatisation of water utilities has called for instruments and mechanisms for ensuring efficiency and transparency in the management of a natural monopoly. In Tallinn, for example, a relatively detailed service agreement and an independent regulator serve for that purpose. Such agreements and a regulator would be welcomed also in Finland where the vast majority of utilities are owned by municipalities and, in many cases, directly under municipal supervision.

In Finland, the private sector has mainly been involved in utility operation through outsourcing of secondary, non-core monopoly functions, such as workshops, network rehabilitation, laboratories, etc. Examples in the workshop presented also outsourcing of major investment development and treat​ment plant operation and ownership. One tendency among municipalities is to slim down their balance sheets and they are interested in potential alternatives.

Municipalities in Finland are generally rather small. Hämeenlinna Region Water Supply and Sewerage Ltd is the first of its kind in Finland, providing water utility services in five municipalities. As typical in Finland, it is fully owned by the municipalities and will continue to be. This new set-up has resulted in economies of scale and will facilitate optimisation of the use of water and other resources at the regional level. Many problems seem to be easier to solve at the regional level. Yet, there is a feeling of local ownership as the company has been establish from the bottom up rather than top down. The in​stitutional and financial arrangements of the regional utility are a good example of the creativity in the safeguarding of the financial interests of municipalities without being exposed to collect taxable profits from the utility.

A concern for the lack of transparency and defence of customer rights and interest in the case of privatisation was raised. Another main concern was how to maintain competence in utility management and operation. In many western countries there will be a dramatic drain of experienced personnel in the next 10-15 years through massive retirement.

Session 3: Challenging participatory futures

The satisfaction of the customers of the water utilities in the major Nordic cities is measured regularly. These utilities also measure the efficiency and quality of their customer service units and share between themselves the results of the surveys that measure the performance of the customer service units. These results, as well as many other benchmarking results, have not been made available to the public. The majority of customer feedback in Helsinki and Stockholm has been related to billing.

Visionary management is required to meet the challenges of the increasingly uncertain future and to avoid the lack of problems resulting from the present “management overspeeding”. Visionary manage​ment was practiced in about 20% of the utilities surveyed by Dr. Seppälä.

Conclusions
The key issue in the provision of water and wastewater services in an efficient and competitive manner is the measurement and control of these natural monopolies, irrespective of their institutional set-up; whether the are public utilities or private service providers. In general, the customers have not been provided with information about the performance of their service providers and by means how to raise their voices if they are unsatisfied with the service or its cost. A variety of mechanisms, including detailed performance agreements between the municipalities and utilities, regulators, audits and benchmarking, should be applied to objectively measure the utility performance against other relevant utilities as well as its own historical performance and set performance objectives. Substantial increase of the transparency, e.g., making the benchmarking result public, is also needed. The voice of the cus​tomers is still weak and measures to increase customer participation in setting objectives to the util​ities and in their control should be taken.

Public-private partnerships are increasingly applied to increase the business orientation and efficiency in utility operations. Performance improvement has been reported in individual cases but there would be need for more comprehensive and transparent analysis of the advantages of different alternatives. It is interesting and useful to learn from different ways of service provision and institutional arrange​ments. It will take time to draw final conclusions from the experiments because some models, e.g., longer term concessions, can not be properly evaluated before the experience gained throughout the concession period and some years after. Before clear evidence about the superiority of certain models, it is probably advisable to be conservative to the extent that irreversible steps, such as the transfer of the majority of the ownership of the fixed assets, are considered with great care.
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