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P
rivatization of water services in Jakarta, Finally in 2012 the Governor of Jakarta, Joko 

in many ways, is the product of New Widodo, stated that the water privatization 

Order regime. The private sector was would be ended. Jakarta has been weary of the 

officially involved in Jakarta water services in problems caused by the privatization. 

1997, when Suharto's power was still solid. At Private sector involvement in Jakarta 

that time foreign water companies Thames, from water services began to be initiated in June 1991 

the UK, and Suez, from France, approached through a water and sanitation infrastructure 

Suharto's circle to establish water operators for a loans worth USD 92 million by the World Bank 

concession that gave them a sole right to deliver and Japan International Cooperation Agency to 

water services in Jakarta. PAM Jaya. These two institutions promoted 

But the water privatization had actually privatization in water services, until two foreign 

been initiated long before that. The World Bank water companies stepped in. Thames Water 

started giving loans for water infrastructure in Overseas Ltd. managed to take part through 

Jakarta in the early 90's, as part of a global Sigit Harjojudanto, Suharto's son, while GDF 

agenda to introduce privatization in water and Suez established a partnership with Anthony 

sanitation. In other words, the privatization of Salim. Each operator gets half of the city: the 

water services in Jakarta is a combination of western part is for the operator currently called 

global neoliberal agenda and the corrupt power Palyja, and the eastern part Aetra.

of the New Order regime. The cooperation agreement was amended 

Not surprisingly the privatization then in 2001 to adjust to the economic and political 

created a cooperation agreement that, to borrow situation after the 1998 crisis. The cooperation 

Vice Governor of Jakarta Tjahaja Basuki agreement was restated on October 22, 2001. 
1 This 2001 cooperation agreement was followed Purnama's word, “crazy”.  The cooperation 

by rebasing (i.e. changes in five-year targets that agreement is considered crazy because it 

should be met by private operators) which had guarantees maximum profits for the private 

been applied in 2003-2007 and 2008-2012. It is operators, and at the same time makes PAM 

in this rebasing process that is believed to be Jaya, state owned water company in Jakarta, 

prone to corruption because PAM Jaya trapped in losses and debts.

frequently agreed to lower the performance In many cities in the world a similar case 
2happens, which has unleashed a wave of targets for private operators.

resistance to privatization of water services However, PAM Jaya's awareness later 

globally. Previously privatized water services are arose, that the cooperation agreement has made 

being taken over by the public. Jakarta is PAM Jaya suffer from business losses, and at the 

currently striving for taking over its water as same time the private operators' performance 

well. did not improve. In late 2011 PAM Jaya showed 

an inclination to renegotiate the contract. It 

Privatization: a history of failure began when the director of PAM Jaya Maurits 

The cooperation agreement between PAM Napitupulu voiced loudly that privatization has 

Jaya and two private operators were signed in brought PAM Jaya into huge financial losses, up 

1997, but after that it went through the process to Rp18.2 trillion, if the cooperation agreement 
3of amendment, restatement, and complicated is continued until its expiry date in 2022.  

and prolonged contract renegotiation because The renegotiation process did not run 

the privatization is considered harming Jakarta. smoothly. Aetra was the first to agree to 
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compromise with some renegotiated items which 

were added as addendum to the cooperation A global trend against privatization 

agreement, in December 2012. The approved Around the world, there are now 86 cities 

items were to lower the Internal Rate of Return which have put an end to privatization of water 

(IRR), which was considered too high, from 22% services, spreading throughout Asia, Europe, 

to 15.8%; to eliminate Rp330 billion of shortfall Africa, North America, and South America, 
8debt; and to decrease the leakage level from 29% which occurred during the last 15 years.  The 

4to 25%.  Palyja, on the other hand, refuses until numbers continue to grow as other cities, 

today. including Jakarta, are in the process of taking 

The civil society and water trade union had over water from the private. This trend is known 

even earlier opposed the privatization. Countless as remunicipalisation, the return of public 

rallies and public discussions had been organized utilities from the hands of the private to the 

to urge the water services to be brought back into hands of the public.

public hands. The resistance continued to Remunicipalisation does even occur in 

escalate until the Coalition of Jakarta Residents France, the country of origin of the water 

Opposed to Water Privatization (KMMSAJ), a companies that run concessions of water 

coalition of NGOs, customers, and citizens, services, including Suez, which operates in 

reported an allegedly corruption case that Jakarta through Palyja. In France alone there are 

involved PAM Jaya and the two private operators 9 cities which have put an end to the 

to The Corruption Eradication Commission privatization of water services, including Paris. 
5 In the United States, a country that is known as (KPK) in January 2012,  as well as organized a 

the heartland of capitalism, there are at least citizen lawsuit on privatization of water services 
6 three cities that have remunicipalised the water in Central Jakarta District Court in April 2013.

services. Even the Governor of Jakarta Joko Widodo 

Privatization of water services is first stated that he would end the water services 

increasingly challenged because it has caused privatization, in March 2013, during a meeting 
7 problems such as high water tariff, the low with the civil society.

performance of the profit-oriented private water Jakarta is not alone. In other cities in the 
operators, and the absence of transparency. It is world, privatization of water services have also 
time for Jakarta to remunicipalise its water.failed and now being brought back to public 

hands.

 1 http://properti.kompas.com/read/2013/04/19/20234888/Layanan.Air.Bersih.Buruk.Basuki.Ancam.Suez.Environment
 2 http://metropolitan.inilah.com/read/detail/1824954/icw-laporkan-dugaan-korupsi-air-di-jakarta/#.U_GO2cWSyy4
 3 http://m.bisnis.com/industri/read/20111222/45/57497/pdam-jaya-klaim-terancam-merugi-rp18-2-triliun
 4 http://m.bisnis.com/quick-news/read/20121220/77/110929/pengadaan-air-bersih-renegosiasi-kontrak-pam-palyja-bakal-molor
 5 http://megapolitan.kompas.com/read/2012/01/31/18074020/Dugaan.Korupsi.PAM.Jaya.Dilaporkan.ke.KPK
 6 http://nasional.kontan.co.id/news/kmmsaj-gugat-kontrak-swastanisasi-air-jakarta
 7 http://www.thejakartapost.com/news/2013/03/28/jokowi-cancel-contracts-with-water-firms.html
 8 http://www.remunicipalisation.org/front/page/remunicipalisation_wave
 9 http://www.remunicipalisation.org/front/page/home#case_Paris

Endnotes

Reasons to end privatization Reasons for public water management 

Expensive water tariff 

Water tariff is affordable as public managements 
are more efficient (in Paris, water tariff is 8% 
lower after the public took over the water 
services)9 

Business profit is collected by investors Profits are reinvested for service improvement 

The service is not delivered to the poor because it 
is not profitable for the private 

The public gives equal service because its main 
function is public service, not profit-oriented 

Private companies do not have any obligation to 
be transparent to the public, prone to corruption 

Public institutions have legal obligations to be 
transparent and accountable to the public 

Expensive financing 
Cheaper financing because public institutions 
have access to low interest funds 

Insecure outsourced workers have less dedication 
to the work, risking the quality of water services 

Workers under public management have secure 
jobs, committed to public services. 
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