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The increasing participation by the private sector is already a reality. Since last year, we have 

observed a considerate increase in contracts made via concessions and public- private 

partnerships (PPPs) in the sector. Between 2015 and 2019, the annual average of formalized 

contracts for water supply and wastewater treatment with private initiatives was only ten. 

However, in 2019, we had 23 formalized contracts. 
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The way forward: market movements and the gaps to be 

filled by the New Legal Framework 

 

The increasing participation by the private sector is already a reality. Since last year, we 
have observed a considerate increase in contracts made via concessions and public- 
private partnerships (PPPs) in the sector. Between 2015 and 2019, the annual average 
of formalized contracts for water supply and wastewater treatment with private 
initiatives was only ten. However, in 2019, we had 23 formalized contracts. 

Today, the National Bank for Economic and Social Development (Banco Nacional de 
Desenvolvimento Econômico e Social - BNDES) is working on a model of eight concession 
projects or PPPs for water supply and wastewater treatment. These projects will attend 
over 290 municipalities with a total investment of BRL 58 billion1 and a cooperation 
technical agreement with the State of Minas Gerais on studying alternatives for 
privatizing the local Sanitation Company of Minas Gerais (Companhia de Saneamento 
de Minas Gerais - COPASA).  

Furthermore, the federal government’s Investment Partnerships Program (Programa de 
Parcerias de Investimentos - PPI) is structuring four projects for municipalities through 
the Fund for Structuring Projects of CAIXA (Fundo de Estruturação de Projetos da CAIXA); 
the estimated bidding period will last until the end of next year. 

At present, there are 14 ongoing bidding processes that will raise private participation 
to 7.1% of Brazilian municipalities compared to the actual 5.4% of today2. Considering 
that concessions in a pre-bidding stage as, for instance, the public consultations, were 
contracted, the private sector will operate in 8.3% of the municipalities even before the 
end of the first six months in 2021. It will represent an increase of 54% of the private 
sector participation. In terms of population, the private operators serve 14.3% of the 
Brazilian people and will serve 23.8% of them, representing an increase of 66% people 
who will be served by the private sector via concessions or PPPs.  

  

                                                           
1 Due to project structuring process the estimated investment is subject to changes. 

 
2 The indicator for private participation of 5.2% from Panorama 2020 (Abcon) uses as final reference the 

year 2019. From January to August 2020, three biddings have taken place contemplating 11 
municipalities and increasing private participation to 5.4%. 
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Brazilian municipalities served by private operators* 

 
* It includes full-fledged & partial concessions, PPPs or sub-concessions. 
Source: Estimate by Abcon. 

 

Brazilian population served by private operators (million)*

 
* It includes full-fledged and partial concessions, PPPs or sub-concessions.  
Source: Estimate by Abcon. 

Today there is a great differential in the country which relies on a pipeline of relevant 
projects, and it shows an excellent opportunity for increasing investments and a 
wastewater treatment market ready. In 2020, the present business models for whole 
concessions, PPPS, and sub-concessions which have already proved to be successful, 
they have gained a more favorable scenario with the approval of the Law No. 14026 of 
2020.  
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This transition period reflects the positive expectations caused by the New Legal 
Framework, along with a restrictive fiscal context which reinforces the search for 
alternative options providing public services on water and wastewater treatment. 
Besides this, over three years of intense debate on the reform of a Legal Framework has 
generated a social wave of indignation over the current deficit of care by the sector. The 
pressure from society has provoked a closer look at the political world for sanitation. 

However, the success gained by biddings and provision of services will only be powered 
if a few points of the new law are clarified. The Decrees for regulating the law are 
fundamental to complement the institutional legal framework in the sector.  

The federal government has given clear signs of its commitment in regulating the law.  

The first Decree which deals with the Inter-ministerial Committee on Environmental 
Sanitation (Comitê Interministerial do Saneamento Ambiental - CISB) has already been 
published. The Inter-ministerial Committee on Environmental Sanitation - CISB is held 
by the Minister for Regional Development, Rogério Marinho, and its first meeting took 
place on 26 August counting with the presence of congressmen from the Parliamentary 
Mixed Front for Sanitation (Frente Parlamentar Mista de Saneamento), proving a 
political alignment on the matter between the executive and legislative powers. 

The process of public consultation on the method for operators’ economic and financial 
skills in sanitation has been another relevant aspect of this scenario. By starting a debate 
with society, the government has shown a predisposition to have a dialogue on 
supporting one of the most important Decrees in regulating the new law. 

Besides Decrees’ regulation, there are a few more steps which are fundamental: i) 
defining the presidential vetoes to the text approved by the National Congress and; ii) 
the opinion expressed by the Supreme Federal Court on  Direct Action of 
Unconstitutionality N.6.536 filed by the following political parties Partido dos 
Trabalhadores - PT (Workers Party), Partido Socialismo e Liberdade - PSol (Socialism & 
Freedom Party), Partido Comunista do Brasil - PCdoB (Communist Party of Brazil) and 
Partido Socialista - PSB (Brazilian Socialist Party). 

Currently, there are a few uncertainties on the availability of financing from 
development public banks to municipalities because of the expected requirements 
stated in Article 50 of the new law.  Infrastructure sectors such as sanitation demand 
large investments in long-term projects, which depend on a structure of financing 
compatible with their specific aspects. 

It is clear and commendable federal government support in modernizing credit supply 
for sanitation and strengthening private financing. However, the structuring of long-
term private financing with a profile compatible to the sector is still being shaped. We 
need to preserve ongoing and planned investments by keeping investment flows, 
providing a nimble service to citizens but without interfering in expanding the services.  

There is also a long way to go in regulating and structuring regionalization blocks which 
go beyond regulations.  

Structuring the National Water and Sanitation Agency (Agência Nacional de Águas e 
Saneamento - ANA), in its new role, depends on the strengthening of new teams and 
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institutional logics for the sanitation sector. ANA, as it is commonly known in Brazil, was 
regulated by Law No. 9984, in 2000, and it is essentially an agency focused on managing 
and implementing public policies with a solid know-how on topics such as 
standardization of contractual instruments, calculating compensations or tariff 
regulation, amongst others.  

There is a vast difference between managing water resources and regulating a sector 
which requires market logic within a provision of public services submitted to the 
bidding process. It is essential to have the federal government support in structuring 
and adjustment in order to have reference norms designed rapidly and effectively. 

Regionalization is also a fundamental cornerstone for implementing a New Legal 
Framework. Providing services accordingly to regionalization should consider the 
entitlement of municipalities and enabling scale gains. It is essential to anchor the 
premise of blocks structuring in operational, economic, and financial viability. 

 To obtain expected results from regionalization – scale gains and consequent benefits 
from competitive provision services – it is necessary to anchor the premise of blocks 
structuring in operational, economic, and financial viability. There is no space for 
political interests overlapping the rationale for viability. Not even regionalization could 
be just a signal about sharing services. A proposed block not offering viability should not 
be a block. 

The quality of models is intrinsic to the success reached by regionalization. Solid and 
transparent data and information used in models, clarity on regulation and on risk 
sharing contracts are essential for a successful bidding process. Abcon has contributed 
to this theme publishing a Regulation Paper suggesting ways on how to qualify contracts 
in the sector.  

Approving the law was the first step toward a new structured cycle of investments in 
basic sanitation. There is a lot of work to be done which will require common effort from 
all the different federal bodies, regulators, public and private operators. Making 
sanitation universal is a trend that creates value for companies and for Brazilian society.  

It is crucial the basic premise for filling all the gaps – still present in the implementation 
of the new framework – turn to be economic rationality and legal certainty. An 
increasing tendency in bidding will not bring the expected results to the sector.  
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