
 
Water Supply Privatization 

Karen Bakker 
 

Introduction1

 
  Water continually crosses political boundaries as it circulates through the hydrological cycle. 
Locally managed yet transboundary, water raises difficult questions for Canadians within the context 
of the New American Empire. Responsibility for fresh water in Canada is fragmented, in part 
because water is a multiple use resource, critical for energy, agriculture, tourism, environmental 
health and human water supply. Fisheries, navigation, and international waters are federal 
responsibilities, yet water supply is a provincial responsibility and is usually municipally managed, 
and is as a result more decentralized than other utility sectors. These governance issues further 
comp
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The pressure to restructure water supply utilities 
 
  The Walkerton water quality tragedy was a dramatic reminder for Canadians of the 
consequences of poor governance of water supply systems. After years of relative neglect, Canadians 
are beginning to focus on the challenges of sustainable water supply (Box 1). Some of the solutions 
are relatively easy to implement. Improved leakage control methods may, for example, ease the 
burden on the water supply system, particularly in regions where water is relatively scarce. Poor 
water quality can be remedied by upgrades in water treatment technology and changes in land use 
practices. In some cases, however, municipal governments decide that restructuring water supply 
management is necessary. In simple terms, restructuring changes ‘who does what’, including: 
ownership; organizational structure (e.g. integration or separation of water and wastewater services); 
operational management procedures; scale of operation; governance (allocation of decision-making 
responsibility and accountability); involvement of stakeholders (e.g. community involvement in 
decision-making); and regulation.  

BOX 1: BARRIERS TO SUSTAINAB
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P3 contracts for water supply in Canada are concentrated in medium-sized communities, 
and currently represent a small proportion of Canadian water consumers. Most water supply 
systems in larger cities in Canada are publicly managed (Table 2, following page), although 
many municipalities have considered the P3 option. Of Canadian municipalities with 
populations over 350,000 (2001 census), six follow the ‘traditional’ municipal services model 
(Calgary, Montreal, Ottawa, Toronto, Vancouver, Winnipeg). Two others (Halifax and 
Edmonton) have chosen to corporatize water supply services. Hamilton has chosen a P3 for its 
water supply systems, and Halifax has opted for a P3 for certain elements of its wastewater 
treatment system. Toronto and Vancouver recently explored restructuring options (creating a 
stand-alone corporation in Toronto, and entering into a P3 contract for water treatment in 
Vancouver), which resulted in heated public debate, after which both municipalities decided to 
continue with direct municipal management.  
 
 

Table 1: P3 Contract Types and Allocation of Responsibilities 
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sponsored water supply schemes. Countries relying mainly on rainfed agriculture (Northern Europe) 
have applied sustained pressure on countries using extensive irrigation (Southern Europe) to reduce 
such subsidies; a similar scenario might arise between different regions of North America. 
  

x� Shared Groundwater Groundwater is an ‘invisible’ resource that has received much less attention 
than freshwater. Many aquifers are transboundary, and many smaller and rural communities, as well 
as the agricultural sector, rely on groundwater supplies. Canada lags behind the U.S. in mapping and 
analyzing the extent and health of its groundwater resources. Shared management of groundwater 
may become contentious in certain ‘hotspots’, such as the Washington/B.C. Sumas Aquifer. 

RECOMMENDATIONS 
 
Recommendation 1: A political consensus, analogous to that developed for bulk water 
exports, should be sought on private sector involvement in water supply management, 
keeping in mind the overall goal of sustainable water management.  Political controversy 
inevitably surrounds the introduction of the private sector into water supply management. The 
question of ‘whether to privatize’ is thus more than merely technical; it requires political debate 
about our worldviews of water, and of society. Debating this issue should not sidetrack 
Canadians from the overarching goal of improving sustainability of water supply management.  
 
Recommendation 2: Good governance of water supply should be a focus of the debate on how 
to improve sustainability of water supply management. Based upon a review of relevant 
Canadian and international documents, a suggested list of good governance principles includes: 
protection of public health and safety; environmental protection; accountability for stewardship and 
performance; transparency; public participation; equity; efficiency; and effectiveness. 
 
Recommendation 3: Guidelines fo
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Recommendation 5: The need for independent regulation and oversight of P3 contracts in 
water supply at the provincial level should be considered. Without robust regulation, neither 
public nor private water suppliers are likely to perform well. P3s in Canada are currently regulated 
‘by contract’.  There is potential for cost-savings and improvement in efficiency and effectiveness of 
regulation through centralization in a supra-municipal regulatory body. Any regulatory framework 
developed should be applied to all water utilities (above a minimum size), enabling systematic 
benchmarking and comparisons of performance. 
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