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Despite a widespread crisis of confidence inspired by the failures of water-industry privatisations across the planet, private

water companies' profit margins remain impressive. To deal with the demands of an ever more crowded, urbanised planet,

governments must work more effectively with the private sector to ensure that the outsourcing of public services like water

is a seamless process.

Overview

With increasing numbers worldwide living in urban
centres, meeting people's water needs without harming
the environment has become a more serious issue than

ever.

The numbers are alarming: The world population
increased fourfold over the 20th century, but the amount
of freshwater it used increased nine times over; as of
2010, more than one billion people lack access to clean
water; 80% of all disease is borne by dirty water; by 2030,
the number of people living under severe water stress is
expected to rise to 3.9 billion, according to the
Organisation for Economic Co-operation and
Development (OECD).

In 2050, nine billion people will be sharing the planet's
resources; feeding them - and growing crops for biofuels -
will spur even greater demands from agriculture, which
already takes up 70% of available fresh water. The latter
is also waning due to a warming world; if sea levels rise
as scientists predict, coastal regions' aquifers will be
affected. The trend towards urbanisation further

exacerbates the problem.

Both developing and developed countries require huge
investment capital to meet the basic water needs of their
populations. Providing access to drinking water and
sewerage, conserving resources and building reservoirs
and dykes to cope with water stress and water excess
would cost rich countries alone around US$200 billion per

year, according to estimates.

Mobilising the resources is likely to be one of the greatest
challenges we face - and governments can't tackle it
alone. The way drinking water is managed is changing
worldwide. To square public need with private capabilities,
public-private partnerships (PPPs) are formed, so that

need is met and a profit is made.

The global water market, including wastewater treatment,
desalination plant construction and water recycling, is
estimated to be worth around US$316 billion, according to
a 2008 estimate by Morgan Stanley. Surprisingly, the
private sector currently operates only a small amount of
the global water supply, serving about five percent of the
world population. But their revenues are growing

exponentially.
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For PPPs to entice the private sector, companies need to
be assured of return on investments, because these are
high and irreversible. According to the WHO there is a
particularly high return on investment in clean water
projects, with every US$1 spent on water and sanitation
bringing economic benefits averaging between $7 and
$12.

According to a World Bank report, only 7% of all
developing country water projects with private sector
participation were cancelled or distressed between 1990
and 2004. For those that failed, privatisation advocates
say, it was likely because corrupt or incompetent
governments used private companies as scapegoats for
their own legacy of mismanagement. Corrupt or not,
governments cannot substantially increase water

provision unless they are assisted by the private sector.

Mature economies like Singapore bear little internal
political risks. A Nanyang Technological University
Singapore survey, The impact of political risks on PPP
opportunities in Asia, noted that in developing Asian
countries there will continue to be increasing PPP
opportunities between 2016 to 2025, with peak
opportunities in the matured economies of Singapore,
Japan and Korea between 2010 and 2015.

With a land area of just 700 sq km, Singapore does not
have the watersheds and natural rivers from which to
draw water, and must therefore buy a large part of its
water requirement from neighbouring Malaysia. To ensure
long-term water security, the government has invested
hundreds of millions to build water-related infrastructure,
including a 7,000km drainage network which directs
rainwater into 15 reservoirs, and four plants that recycle
sewage water. Using membrane technology, the recycled
ultra-clean product has been dubbed "NEWater" and can
now meet 30% of Singapore's total water demand.

To meet an ever busier, urbanised and industrialised
world's water needs, solutions like those attained in
Singapore are going to have to be repeated all over the
planet. Of course, it may be that the R&D work now being
done in this tiny island state, will reach far beyond its
shores to solve some the world's most pertinent water

challenges.
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Facts on the ground

As Khoo Teng Chye, the chief executive of Singapore's
Public Utilities Board (PUB), told the media in 2009,
"Singapore... has become a hub for water knowledge and
water expertise in the region". Indeed, the country has
turned two-thirds of its landmass into a veritable
catchment area for the copious rain that falls all

year round.

Singapore's investments in the water sector have created
a spinoff industry which is seeing the country becoming a
centre for research in all things aqua. Several
conglomerates have now set up research centres to
develop new global water solutions. These include
industry heavyweights General Electric and Siemens,
who join a number of R&D-ready local rising stars.

Hyflux is one of these. As a technology-driven
environmental company, Hyflux has spearheaded the
development of advanced membrane technologies to
provide cost-effective solutions for both municipal and
industrial water needs. Going forward, Singapore-listed
Hyflux will leverage on its membrane know-how to push
frontiers beyond water, such as in the extraction of

valuable resources from waste materials.

Hyflux first built up its track record through PPP filtration
and desalination projects with PUB. Then it went global;
the firm has now installed their membranes in more than
1,000 plants across the globe, while building the world's
largest seawater desalination plant in Algeria.
Recognising its near-neighbour's need for more and
better water management, Hyflux has, at last count, a
portfolio of 44 Chinese water assets worth

US$441 million.

Like Hyflux, Siemens Water is developing new-generation

membranes, suitable for recovering used water so as to

¥

reduce our dependency on natural sources. The German
conglomerate is developing improved water treatment
technologies at its new Global Water Research and
Development Center in Singapore to address the global

challenge of water scarcity and wastewater discharge.

According to Siemens' research centre's director
Ruediger Knauf, "Singapore provides a very unique and
favourable environment... because of the country's
advanced water management needs, its continued
investment and contribution to water technologies and

research, and its goal to be a global hydrohub."
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The Singapore difference

Singapore, a land which 40 years ago rationed its scarce
water resources, has had to be creative to attain water
security. Billions of dollars have been invested in
water-catchment and recycling technology to make this
possible. All this effort had an unintended effect:
Singapore now plays a major role in recycling used water

- an emerging industry.

With government support and private sector participation,
Singapore is set to become a global hydrohub. Both local
companies and the international organisations that have
been attracted to its research centres, are now selling

new water technology discoveries to the rest of the world.

One of the faster growing in the world, Asia's water
market is worth an estimated US$120 billion a year,
according to Kerry Murphy of GE Water & Process
Technologies, a unit of General Electric (GE). His
company expects world demand for clean water to triple
by 2030, and it is looking to cater to this demand through
improved research and development capabilities in
Singapore.

GE Water, a unit of GE Energy, established the Singapore
Water Technology Centre in 2009 with the National
University of Singapore. In an effort to develop safe
drinking systems to many parts of the region, GE
scientists and engineers are now working on low-energy
seawater desalination, water reclamation and more

efficient water use.

Water companies looking for an Asia-Pacific base to
pursue their R&D, or sell solutions to a rapidly urbanising
region, would be wise to consider a regional hub that has
undergone its own water miracle - a real-world example of
how to make PPPs and industry-academic collaborations
work, and work successfully.
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