PUBLIC PETITION
DEMANDING CESSATION OF THE CONCESSION CONTRACT
OF JAKARTA WATER SUPPLY SERVICES

The message for Mr. Fauzi Bowo as Governor of Jakarta to take decisive
action in protecting the rights to water of Jakarta’s citizens by stopping the
concession contract of water service in Jakarta.

Water concessions in Jakarta

Since 13 years ago, Jakarta water services has shifted from PAM Jaya to the two private operators;
PT. PAM Lyonnaise Jaya (PT Palyja) and PT. Aetra (formerly owned by PT. Thames PAM Jaya).
Privatization of water services is done through a 25 years concession contract. Concession area of
each private operator is to divide the Ciliwung River where the west part of Ciliwung became the
concession area for PT.Palyja, while eastern Ciliwung River became the concession area of PT. Aetra.
Privatization of water services in Jakarta conducted by PAM Jaya-which was considered not to have
technical and financial capabilities needed to improve water service in the national capital. While the
two private operators are believed to have the technical expertise and funds to make clean water
service in Jakarta equivalent to other capitals in various developed countries.

The contracts originated as political acts of the Suharto regime. The process started with a letter
from President Suharto in 1995, and ended with two companies being appointed in 1997, without
any competitive tendering. The corruption in this process was visible in the original share allocations:
the British firm Thames Water allocated shares to a firm owned by the son of the president, the
French company Suez Lyonnaise des Eaux allocated shares to a firm owned by a crony of Suharto.
After the fall of Suharto in 1998, these allocations were rapidly reduced.

The companies are paid according to their costs, protected against inflation, interest rates, foreign
exchange rate and even tax changes (FTY p.94). These include a ‘know-how’ fee, or management
fee, which is typical of water concessions; a World Bank paper noted that the effect of these
‘management fees’ is to provide a guaranteed dividend for the owners of the operating companies.
In addition, the charge is calculated to provide a guaranteed return on capital of 22% (CA clause
27.1, schedule 6: CR p.13, FTY pp. 54-66). The tariffs paid by customers are effectively determined by
these charges, so that if these tariffs are held down to make them affordable, the deficit has to be
covered by the public authorities, not by the operators.

Jakarta Water Concession, an Exhibition Failure of Water Privatization Policy

The two private operators failed to meet the technical targets set out in the contract. By now, there
is still a bigger percentage of Jakartan who has not had access to clean water, and even some
residents of Jakarta who has been a customer since 1997-PAM JAYA have to wait at least for 7 years
to get clean water supply.

The overall objectives of the contract still refer to ‘comprehensive coverage...substantial
extension....increase efficiency.... Ensure the quantity, quality and continuity of supply of clean water
and potable water... to meet the technical target and service standards.... to reduce the quantity of



unaccounted for water....."” (CA2001 art 2.2; CR pp6-7). But the actual performance of the companies
is very poor. There has been little extension of the network, with the lowest level of coverage of
major Asian cities; the price per cubic meter of water is the highest of any major Asian city; in terms
of quality, the water coming out of the taps must be boiled; in terms of efficiency, non-revenue
water remains over 50% (FTY pp. 5, 105-137).

Service coverage based on the latest operators’ claims is 63% at the end of 2008; this means there
are 37% of Jakarta’s residents have not received drinking water facilities. Even the Central Bureau of
Statistics (BPS) says that the Piped water service in Jakarta touched only 24.18% of the population.
Which means more than 75% of the city dwellers not getting adequate services through the piped
water? A recent report, the number of customers PT. PALYJA as many as 409,000, while the PT.
Aetra (d / h TPJ), including 377,072 customers, if one connection is used by 4-5 people (assuming the
BPS, 1 KK = 4-5 people) then the residents of Jakarta who has access to clean water is only about
3,930,360 inhabitants. As a result, most poor people in Jakarta have to buy water from vendors
around them with a very expensive price.

Ironically, when these two private operators managed to escape the consequences from failing to
meet various technical and service targets, but the company always managed to obtain and even
continue to increase earnings from year to year. Palyja, in 2006 managed to increase net profit by
32.8% and rise up to 52.5% the following year. In 2008 and still they managed to increase profits
equal to 15.85%. To be able to always record a profit, the prevailing water tariff in Jakarta should
always set high and has a big difference compared to the cost of production is needed. This means
that company profits obtained from the customer tariff payments whose value far exceeds the cost
of production to drain water to the customer.

The concession contract of Jakarta’s water services is designed to fully protect the interests of
private and not public. In other cities, termination of a water concession contract can be done even
without having to pay any penalty. This is already happening in Bamako - Mali, Da Chang - China and
Buenos Aires — Argentina, and there’s a widespread public demand to a Remunipalitation of their
water service accross Europe.

Water privatization remains unpopular policy today, mainly because of price increases required by
private operators. In addition, private operators also did not make any investment that is expected
to expand and improve networks, does not make the expected efficiency improvements.
Furthermore, the concession contract given to the private-foreign companies is created from an
authoritarian system (without public consultation process) does not create a sufficient incentive to
overcome the water problems in Jakarta, evidence to date PAM Jaya as a management of public
services continues to lose money, many households are unable to access water service due to
private operator’s reluctance to invest their funds for infrastructure development.

Of the 400 major world cities (with populations of more than one million) only 14% of its water
services are managed by private companies, the rest is managed by a public company, even Paris has
just restore water service to the public sector. In some countries - Uruguay and the Netherlands -
the privatization of water services is illegal.

Our Demands
Due to water privatization in Jakarta for 13 years jeopardize the government of DKI Jakarta and also
has caused the neglect of the right of the people on the water in Jakarta, we demand the Governor
of Jakarta to:
1. Stop water service concession contract in Jakarta, with two private operators (PT. Palyja and
PT. Aetra).



2. Plan any necessary measures that can encourage PAM Jaya to be a good and reliable public
water service provider, without having to involve the private sector.

Jakarta, 18 April 2011
Signatories:
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