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PART 1:
INTRODUCTION

When the well’s dry, we know the worth of water. 

Benjamin Franklin, Poor Richard’s Almanac (1746)

CUPE BC welcomes the opportunity to participate in future plans to protect British Columbia’s drinking water.   We make this submission on behalf of the 65,000 CUPE members in this province who depend on safe, affordable and accessible water for their families.  We also speak on behalf of, and with the assistance of, our members throughout the province who proudly provide sewer and water treatment services to their communities.  

We are fortunate in British Columbia to enjoy a relative abundance of fresh, clean water.   As a result, we have generally taken it for granted.  We turn on the tap, and fresh water comes out.   Most of us haven’t been concerned about the price of water.  We are lucky, but our good fortune has bred an unwarranted complacency.  

Consumption is increasing, while supply decreases.  Water quality and water quantity problems continue to grow and new challenges to water protection have emerged.  Groundwater supplies are threatened by agriculture, chemical contamination and climate change.  

Water is unique.   Human, animal and plant life depend on it.  There is no alternative to water.  At the same time, it is an enriching resource that can provide opportunities for community development, business and recreation.  Stewardship of water is one of the most complex, important and enduring jobs on earth and policy makers must guide sustainable development of the resource while ensuring that every citizen has access to safe, affordable water.  

In British Columbia responsibility for water policy development lies largely with the Provincial government: “since all fresh water in British Columbia, both surface water and groundwater, belongs to the Crown.  So does most of the land area of the province, and therefore the watersheds supplying most drinking water systems.”

In reviewing Drinking Water Protection, this Panel and the Provincial Government shoulder a great responsibility.  This is also a golden opportunity to create a model legislative framework.  It is in recognition of the vital importance of that role that CUPE BC is pleased to submit its comments and recommendations to the Drinking Water Review Panel. 

PART 2:
COMMENTS ON PROCESS

While CUPE BC does welcome the opportunity to make submissions to the Drinking Water Review Panel, we have some fundamental concerns about process.  

Concern #1: No representation from labour groups on the Panel

Panel recommendations with regard to privatization of water services could have a potentially devastating effect on public water workers throughout this province, and yet there is no representation by any labour union or organization on the Panel.  This omission seems inconsistent with the Liberal Party of B.C.’s stated vision to provide the “most open, accountable and democratic government in Canada.”
  Further, CUPE submits that by omitting the voice of Labour, the Ministers have excluded a valuable source of expertise and information.  

Concern #2: The time-line for Submissions and Report

CUPE BC received an invitation to participate, dated October 5, 2001. We are concerned that the very short time allotted to respond (deadline November 9, 2001) will limit the depth and range of input.  Many potential respondents may not even be aware of the Panel’s existence.  Further, the Panel’s Interim Report is due just eleven days after the submission deadline, on November 20th, 2001.

This is simply not enough time to fully consider and evaluate submissions for inclusion in the Interim Report.  The final Panel report is to be submitted by January 15, 2001.   

Part of openness and democracy is to seek public participation on policy matters in this province.  There are groups small and large, peopled by dedicated professionals and volunteers, with much wisdom and energy to offer.  Those people need to be included in this and other public processes.  If decisions are going to be made that are truly embraced and accepted by the vast number of people who feel passionately about their water and their environment, consultation must be extensive and real.  Government must be an enabler.  

Let’s compare this process with the Walkerton Inquiry.  That Inquiry was broken into two parts.  The first part, the Walkerton part, was to determine what happened in that tragedy, and why.  The Inquiry heard from 110 witnesses.  

The second part was a much broader study of a wide range of issues, overseen by an advisory panel of seven national and international experts.  With their assistance, the Inquiry commissioned twenty-five issue papers dealing with protection of water sources, surface and groundwater, water treatment, monitoring and testing of water, and water distribution.  With those expert reports prepared, The Honourable Justice Dennis R. O’Connor granted standing to thirty-five groups “representing every conceivable interest that applied for standing”.
  All of those parties were invited to make written and public submissions.  Then there were more meetings between the experts and, intertwined with the study, a series of nine Town Hall Meetings.  

Commissioner O’Connor observed: “It’s been a thorough process.  We’ve tried to make it as public and as transparent as possible.  We’ve encouraged participation from members of the public.  We’ve received an enormous number of written presentations.  We’re considering them all.  We’re responding to them all.  We’ve published on our website all of the papers which we commissioned, all of the papers and the submissions made by the different parties with interest in the issues, minutes of the meetings that have taken place, transcripts of the public hearings.”
  

CUPE recognizes that British Columbia has not experienced a Walkerton tragedy – yet.   We also recognize it is impossible to predict every tragic occurrence in the world.  But if Ontarians had known before Walkerton what was in store for them, would they not have happily invested the time and resources twice over in order to prevent those illnesses and deaths?  Do we not owe the people of British Columbia the same diligence, particularly with regard to something as critically important as water?

Concern #3 Political Independence

CUPE urges this Panel to operate within the context of what needs to be done, to create a system that will best serve the needs of all British Columbians not just now, but in the future.  Your findings will be referenced for many years to come and may be the basis of a long-standing model for water protection, use and treatment. We are concerned that the Panels recommendations may be tempered by assumptions about political and financial acceptability. 

We submit that your recommendations should stand independent of the political context of the day.  Fiscal policy decisions are not your concern.  It is for you to determine how to best serve the interests of all British Columbians.  

PART 3:
PROTECTING DRINKING WATER: CUPE BC RECOMMENDATIONS AND SUBMISSIONS  

WATER AS A FUNDAMENTAL RIGHT

Recommendation #1:  That all water policy developed by the Provincial Government be consistent with every British Columbian’s right to safe, affordable water. 

This clear delineation of the fundamental and basic right of every person in the province to safe and affordable water is a foundation upon which all other water policy should be based.    

A MULTIBARRIER APPROACH TO SOURCE PROTECTION

Recommendation #2: That a Multi-barrier approach to drinking water protection be taken, as recommended in the 1999 Auditor General’s Report, Protecting Drinking Water Sources.

The Auditor General’s Report observed that 

“protecting drinking-water sources is one key to supplying safe drinking water reliably and cost-effectively.”
   

It  recommended a multi-barrier approach:  


“Reliable provision of high-quality drinking water depends on several levels of protection – barriers to contamination – working together:

· effective control over land uses that could harm water quality;

· appropriate water treatment;

· a sound and well-maintained water distribution system operated by well-trained staff; and 

· water-quality testing.”
 

CUPE fully supports the Auditor General’s call for a multi-barrier approach.  We also concur that each of the recommended components are necessary for the ultimate protection of our drinking water.     

Recommendation #3: Integrated management of both water and land uses as a key condition for successful water protection. 
A key finding of the Auditor General’s Report was that water-source management in British Columbia is not integrated.  The report stated that:

“Water quality is intimately linked to land use.  When rain falls to earth, it can pick up contaminants from the atmosphere, from natural sources, and from a whole range of human land uses before it enters streams and lakes or seeps underground into aquifers.   Effective water protection hinges on managing the land uses on the surfaces over or through which water flows.  Accordingly, one key condition for successful water protection is integrated management of both water and the land uses that affect it.”
 

Minister Murray has stated that her government is committed to groundwater protection, although what that protection will look like is not clear.

Water does not respect borders.  It moves from jurisdiction to jurisdiction, irrespective of a variety of ecological and land-use laws and regulations.  While there has been some source protection in legislation like the Forest Practices Code, that protection needs to be integrated and over-arching.  That can best be provided by implementing another of the Auditor General’s recommendations: 

Recommendation #4: The Province should designate a lead agency with-in government that will represent the interests of drinking-water users and suppliers and co-ordinate action on drinking-water issues.

CUPE strongly supports this key recommendation of the Auditor General.  This recommendation was not acted on by the previous government, although Bill 20 contemplated that drinking water issues at the local level would be handled by “drinking water officers” who would report to the medical health officer.  The legislation also provided for two provincial drinking water co-ordinators.  According to a recent review These provisions were probably an attempt to reconcile the Morfitt Report recommendation for a super-agency with the long history of dual-ministry regulatory oversight in this realm.
  

It is the position of CUPE BC that the creation of drinking water officers and drinking water co-ordinators, while a step in the right direction, is not sufficient in and of itself to protect the interests of all British Columbians with regard to such a vital resource as its drinking water.  

In our introduction, we spoke about the complexity of water stewardship and the challenges of balancing the development of water resources while protecting the right of citizens to safe, affordable water.   At the October 24th, 2001 Open Cabinet Meeting, The Honourable Stan Hagen, Minister of Sustainable Resource Management, said:

“In the next six months we propose transferring water to the B.C. Assets and Land Corporation, developing a SWAT team to deal with critical program objectives such as independent power producers and assisting in developing new pricing structures for a range of water licences in conjunction with the lead from the Ministry of Competition, Science and Enterprise.”

He also said: 

“Many land tenure and water licences have not kept pace with market realities or administrative costs.  Water licensing is particularly slow and inefficient.  We will streamline the approval process to ensure that it is user-friendly and generates a fair return to the province.  As a result of the problems mentioned on the last slide, there’s a backlog of 2,000 water applications, which is now increasing with the surge of applications from independent power producers.  We will reduce the backlog by 90 percent in two years.” 
  He further stated that “By the end of the fiscal year  ’03-04 our intent is that there will be no backlog, electronic application and approval processes will be operational and the water function will be generating increased net revenue for  the Crown.”
  

CUPE submits that the transfer of water licencing to the B.C. Assets and Land Corporation is inconsistent with the concept of integrated management. It also sets up an inefficient and counter-productive dynamic: one Ministry mandated to make a profit from water, while another is mandated, by its very name (Ministry of Water, Land and Air Protection) to protect water.  All the more reason, we submit, to create a separate Water Agency.   Unlike other resources there is no alternative to water.  It is a necessity of life that is in limited supply.  It deserves more than a SWAT team looking after it.

A properly structured, separate water agency would provide or co-ordinate a multiplicity of services including land-use management, oversight of water testing, research, water system assessment and data management.

WATER QUALITY ISSUES

Recommendation #5: The provincial government must ensure that water sources are protected from potentially destructive land-uses.    

The Auditor General’s Report stresses that to maintain good drinking water quality, the first line of defence is a protected water source.  As pointed out in Waterproof: Canada’s Drinking Water Report Card:
“Whether the water source is a well from which groundwater is drawn or a surface water body such as a lake, reservoir, river or stream, protecting water sources from possible contamination is the first and most important aspect of a safe drinking water strategy.  

Potentially destructive land-uses must be limited or eliminated in those areas where the chance of groundwater or surface water contamination is high.  Agriculture, forestry, gravel and mining operations, sewage disposal, urban developments, roads, air pollution and forestry can all contribute to potentially harmful contaminants entering drinking water supplies.”
 

CUPE BC submits that the provincial government must regulate land-use in order to protect the quality of drinking water, and that protection of drinking water must be paramount in any regulatory scheme.  We are encouraged that the Minister of Water, Land and Air, the Honourable Joyce Murray, has committed to legislation to protect groundwater.  This is an important step in the right direction.

If the management of water is to be comprehensive and integrated, the regulatory framework must be as well.   While we accept there must be some flexibility to reflect local needs and conditions, the Provincial government has a vital responsibility to ensure that all areas of the province continue to have safe water.  Therefore, as well as regulating land use, the province must also legislate and regulate water treatment, water distribution and water testing.   

Small Water Systems

Recommendation #6: The provincial government should encourage upgrading of small systems through infrastructure funding and mergers.

While watersheds in the Lower Mainland and Victoria are protected, this is not the case for other communities.  As a result water providers, particularly in small communities, can face enormous treatment costs.  Assessing and monitoring of systems are particularly important, but also particularly challenging.  

In the past, many small systems have developed where single or multiple large systems could have supplied a large area more economically.  The Auditor-General points out that:

“In previous years, failed systems were taken over and managed by regional districts, with two-thirds of the costs of upgrades being funded by the provincial government.  Approximately 100 private utilities have been transferred to local government ownership since 1972, but as provincial funding for this has shrunk, so has the willingness of local governments to tale on this responsibility.”

As we have said earlier, ensuring that our water is safe is a demanding and complicated role, that must be approached on a comprehensive basis.  The Provincial government is the appropriate body to protect and monitor progress. 

Watershed assessment, hazard evaluation and enforcement are all critical.  Water quality objectives must be set.  There must be clear responsibility for monitoring whether those objectives are being met.  There are a myriad of other issues related to water quality that we will not deal with in this paper. When one considers the complexity of the challenges, it is all the more crucial that water management be integrated, and that a single provincial agency take responsibility.  

WATER TESTING

Recommendation #7: Water testing should take place at accredited, public labs.  The provincial government must ensure that consistent, high standards for water quality testing and reporting are in place, monitored  and enforced. 

Water testing is the final piece in an integrated multi-barrier system.  As we have seen from the Walkerton tragedy, testing, and the systems of reporting and monitoring those tests, are absolutely key to protecting water quality.  We submit that the provincial government must strongly regulate water testing and associated support systems.   There is a role for the Provincial government in ensuring good research takes place, with regard to issues like water treatment methods (for example studying the effects of water chlorination). We submit that the best way to ensure quality testing is through support of publicly funded, accredited water testing labs. 

TRAINING

CUPE BC recognizes the need for training and certification of waterworks operators.  Hundreds of our members are already OECP certified.  We recognize that well qualified workers give the public that we serve a level of confidence that their personal health and that of the environment will not be compromised.  Any requirements, however, must recognize the training and expertise of people already doing the work and ensure they are provided whatever upgrading is necessary to meet provincial standards.  

WATER SERVICES IN BRITISH COLUMBIA: FOR THE PUBLIC, BY THE PUBLIC

Recommendation #8: Water systems and services should be publicly owned and operated, in order to best ensure safe, accessible and affordable drinking water for all British Columbians.  

Background

It is the unequivocal position of CUPE BC that water services and supplies should be financed, managed, maintained, operated and owned by the public sector.  Throughout British Columbia we chose public ownership and control of our water because we trusted public ownership…and it worked.  Government officials were accountable and their motives were ultimately to serve the public. We all saw the public ownership of resources as crucial to our well-being.  We saw it as intelligent, as progressive and as civilized.  Most of us still do.  

In the wake of the Walkerton tragedy, Canadians are asking many questions about how to protect and improve our water systems.  The Drinking Water Review Panel is a positive part of that very healthy process.  However, it appears that the Provincial government is already ideologically committed to privatization of water services, whether or not that is a popular, or even defensible, course of action.  

On October 16th, the Honourable Joyce Murray, Minister of Water, Land and Air Protection, addressed the C5H20 Conference in Kelowna.  When a representative of Epcor Water Services Incorporated stated that his company was willing and able to finance water infrastructure projects, Minister Murray replied:

“We are very interested in having companies like yours coming in and helping solve problems and making investments, particularly in water structure.”  

The Minister also stated that the purpose of the Core Review is to determine “what is core and has to be done by government rather than the private sector.”  The obvious assumption is that the Ministry and government have already determined that water services will be privatized, despite a further statement by the Minister that “safe drinking water is at the core of what we do.”   We think that an ideological bias towards privatization of water services is unacceptable, does not serve the public well, and is contrary to the will of the public. CUPE BC objects to such an unfounded and ideologically based attitude.  We proudly and unabashedly support our members and other members of public sector unions who provide public services across this province. 

If public service jobs are cut and private companies replace the services there will be no savings to the taxpayer.  The taxpayer will still have to pay for the water.  There are no savings to be gained, and in fact research shows  private water services are more expensive than public services.  We can only conclude that such a policy is ideologically based, or that government is seeking to provide profit for companies, to be subsidized by the taxpayer. 

Recommendation #9 : That the Drinking Water Review Panel in its report recognize and celebrate the valuable contribution of public sector water workers, and that its recommendations be consistent with  protecting public sector workers from privatization of water services.  
In the next few pages we would like to provide some context, then explain why CUPE BC thinks water privatization is wrong for British Columbia. 

The Global Context

“The greatest thing we need in our civilization, in our time, is not oil, not gas, but fresh water.  There’s too little of it in the world.  We’re heading into a period of droughts.  I am not prophesying doom, but we should be preparing.  We should be storing as much water as we can.” 

W.A.C. Bennett, 1980

We are at a crossroads in how we deal with water.
  We'd like to believe there's an infinite supply of water on the planet. That assumption is false. Available freshwater amounts to less than one-half of one percent of all the water on earth. 

Due to intensive urbanization, deforestation, water diversion and industrial farming, even this small finite source of fresh water is disappearing with the drying of the earth's surface.  If present trends persist, the water in all river basins on every continent could steadily be depleted. 

Global consumption of water is doubling every 20 years, more than twice the rate of human population growth.  As the water crisis intensifies, governments around the world - under pressure from transnational corporations – are allowing the privatization, commodification and mass diversion of water.  The push to commodify water comes at a time when the social, political and economic impacts of water scarcity are rapidly becoming a destabilizing force, with water-related conflicts springing up around the globe.  Ismail Serageldin, Vice President of the World Bank, has said “The wars of the next century will be about water”.

Meanwhile, the future of one of the earth's most vital resources is being determined by those who profit from it.  Transnational corporations, backed by the World Bank, have a clear agenda: water should be treated like any other tradable good, with its use determined by market principles.                                                                                                                                         

At the same time, governments are endangering their control over domestic water supplies by participating in trade agreements such as the North American Free Trade Agreement (NAFTA); its successor, the Free Trade Area of the Americas (FTAA); and the World Trade Organization (WTO).  These global trade institutions effectively give transnational corporations unprecedented access to the water of signatory countries. 

Already, corporations have started to sue governments in order to gain access to domestic water sources. For example, Sun Belt, a California company, is suing the government of Canada under NAFTA because British Columbia (B.C.) banned water exports several years ago. The company claims that B.C.'s law violates several NAFTA-based investor rights and therefore is claiming US$10 billion in compensation for lost profits.  The mere fact that this suit has not been summarily dismissed illustrates the far-reaching effects of NAFTA.

CUPE BC recognizes and appreciates that the Provincial Government opposes bulk water exports, and we support every policy and political initiative that is required to further this most worthy and important commitment. 

As governments back away from their regulatory responsibilities, giant transnational water, food, energy and shipping corporations are lining up to take advantage of the world's water shortage. Privatization of municipal and regional water services, including sewage and water delivery, are included in the list of services that transnationals are rushing into. 

"Water is the last infrastructure frontier for private investors," says Johan Bastin
 of the European Bank for Reconstruction and Development. 

The Globe and Mail of Canada states that the privatization of water looms as the national mega-industry of the next decade, with potential investment in the tens of billions of dollars. "Water is fast becoming a globalized corporate industry."
 A May 2000, edition of Fortune magazine says that water is the best investment sector for the century. The World Bank places the value of the current water market at close to $1 trillion.  Moreover, with only 5 percent of the world's population currently getting its water from corporations, the profit potential is unlimited.  

 The world of privatized water is overwhelmingly dominated by two French transnationals, Suez Lyonnaise des Eaux and Vivendi.  They are referred to as the General Motors and Ford Motor Company of the water world. 

Suez, whose CEO, Gerard Mestrallet, says that he wants to take a page from his country's past and develop in his company the philosophy of "conquest" as Suez moves into new markets around the world.  It is more than just a water company, though.  Says Fortune, "it’s a fresh invention...a diversified utility that offers cities a full range of infrastructure services, from water and sewer to trash collection, cable TV, and electric power." 

Both Suez and Vivendi are vying for the lucrative U.S. market, estimated to be the world's largest at annual revenues of $90 billion, and are dabbing their toes in the Canadian water market as well. These companies are poised to promote the massive privatization of the North American water market.  They are buying up North American companies at a significant rate.  West Coast Energy was recently purchased by Duke.   Companies like BC Gas (or their subsidiaries), which is trying to get into the water business, are ripe for the picking. 

This is not fantasy, it is the reality of water politics in the 21st century.  We mention the above, because it already has started to impact communities in British Columbia.  The advertising is slick, the money available to soften the markets is considerable and the stakes are high.   We have no doubt that British Columbia is considered both a potential market, and even more, a source of water and the power it can generate. 

There are many reasons why privatization of water services is not in the best interest of British Columbians.  

Lack Of Accountability

Private companies are not as open and transparent as government bodies are.  They are not subject to the provisions of the Freedom of Information Act.  Their owners are accountable to their shareholders, not the electorate.  

Once a private corporation takes hold of a long-term P3 contract, that service contract can become an obstacle to addressing problems such as inferior work, damage to property or accessibility.  Unexpected problems are dragged out as a municipality and the corporation negotiate over who is responsible.  In some cases the process completely shuts down.

Loss Of Community Control 

With any public/private partnership, a community is giving up some control over community resources.  Obviously, that loss of control would be even greater if part or all of a water system was fully privatized. Ultimately a private company is answerable to its shareholders, not to local residents.   For smaller municipalities, a private contractor may not even have a branch office in the community.   

Further, there are no guarantees that a company will not be sold or the headquarters moved to another province.  Recently the headquarters of Transmountain Pipeline, a subsidiary of BC Gas, moved to Alberta after decades in British Columbia.  

The alienation can be even greater.  Hamilton, Ontario’s experience with privatization has been disastrous. In December, 1995 the Region of Hamilton-Wentworth signed a 10 year, $180 million contract, with a one year old company, Philip Utilities Management Corporation, that turned over the operation and maintenance of the Region’s waste water system to PUMC. Since the deal has been signed, there has been a devastating sewage spill, continued problems with waste water quality, and no financial benefits.  The number of employees was cut by half in the first four years.  

The original owner, Philip Services was near bankruptcy when the contract was purchased by Azurix North America in 1999.  Now, Enron Corporation, the parent company of Azurix North America, is divesting all of its non-core businesses and has sold Azurix to American Water Works, another multinational water company, for $141.5 million U.S. 

The Higher Cost Of Doing Business With A Private Company
In British Columbia, municipal and regional governments can borrow money through the Municipal Finance Authority (MFA) more cheaply than the private sector can. With the pooled borrowing power of the MFA, communities can borrow money for capital projects between 1.0 and 1.5 per cent less expensively than it would cost a private company.  This is a premium taxpayers would pay to a private company or order to allow  them to build and operate a water facility.  Whether the debt is on or off the books, ultimately the Municipality will have to pay for the project, and the cost to taxpayers will be higher if financed privately. 

The Money Flows Straight Out Of Town

A profit that is made by private companies is money that is lost to local  communities.   Built into contracts is an expectation that investments will return a profit of 10% or more.  This is effectively a premium paid by communities.   From a cost-benefit perspective, paying such a premium would be a wasteful inefficiency for a local government. 
Risk 

Municipalities cannot claim to maintain control while at the same time absolving themselves of responsibility.  What happened in Walkerton, Ontario is a dreadful example of what can go wrong with a water system.  It has made municipalities all over Canada sit up and take notice.  That is a good thing.  In some cases however, these municipalities are looking to public/private partnerships (P3’s) to try to avoid the responsibility for water.  

Municipalities cannot and should not avoid this responsibility.  In the first place, there is some doubt this responsibility can be legally avoided in any event.  For example, in the Supreme Court of Canada case of Lewis v. BC [1997]3 S.C.R. 1145, the Ministry of Transportation and Highways argued that it was not responsible for a rock that had fallen on a highway because it had discharged its duty by hiring an independent contractor.  The court ruled that the Crown’s duty of care could not be delegated.  Of particular relevance is the test applied by Justice McLachlan (now Chief Justice McLachlan), in her concurring reasons.  She said:

“The fact that road maintenance is entirely within the power of the Ministry is an important element to consider.  So is the correlative fact that this renders the public, who often have no choice but to use the highway, totally vulnerable as to how, and by whom, road maintenance is performed.  Finally, the fact that safety and lives are at issue is of critical importance.  Cory J. correctly stresses these factors in concluding that the Ministry cannot discharge its duty in this case merely by proving that it exercised reasonable care in hiring and supervising the contractor.  The Ministry must go further and ensure that the contractor’s work was carried out without negligence.” 

If liability for road maintenance is non-delegable by the above test, certainly an employer of an independent contractor providing water services could not escape liability for the negligence of the contractor.   This Supreme Court of Canada case confirms what most people would expect – the municipality or regional district providing water cannot escape ultimate responsibility for its safety.  

Secondly, if the municipality attempts to contract out this risk, they are going to pay a very heavy price.  The Ministry of Municipal Affairs (as it then was)  Public Private Partnership guide notes:

“The degree of risk to be transferred to the private partner will determine the extent of the return or reward required by the private partner.  The more risk, the higher the expected return.  The private sector will not be interested in opportunities in which the local government is unable or unwilling to offer rewards that are commensurate with the risks the private sector may be required to accept.”
  

Municipal Insurance

It is advantageous for local governments to keep water and other services in the public sector in order to access insurance provided by the Municipal Insurance Association of British Columbia.  The MIA is to insurance as the Municipal Finance Authority is to the financing of public projects.  There are efficiencies to be gained in both areas because of the stability of belonging to large financially secure umbrella organizations.  The MIA provides municipal insurance to member municipalities and regional districts across the province.   It is essentially an insurance co-operative whose sole purpose is to provide the most cost-effective and stable insurance for its members.  It manages to maintain stable and generally low rates because:

· it invests for the benefit of the members.  (In 2000 its investments were about $48 million.)
· it does not have to produce a profit for the shareholders.  In fact, the MIA invests heavily in the Municipal Finance Authority, providing another advantage for public ownership.
Further, the MIA also ensures safe worksites and high quality projects because its directors are committed to high quality risk assessment through their  association with the Insurers’ Advisory Organization.  

These advantages are not available to contracted out projects or facilities.

Deregulation And Privatization

Recommendation #10: CUPE BC strongly recommends that the Panel reject any combination of deregulation and privatization initiatives, as such a combination of measures may seriously endanger the health and safety of British Columbians.  

As outlined above, CUPE BC rejects privatization of water services for a number of reasons.  We have also recommended a strong regulatory framework for water protection.   To fail to strongly regulate, and enforce, while at the same time losing control of water services to organizations that are motivated by profit, is a recipe for disaster.  

When England deregulated its water services the country was faced with skyrocketing prices.  When Ofwat, the British water regulator, finally stepped in to stabilize prices, capital investment declined.  Said Philip Fletcher, director general of Ofwat, “I am concerned that capital expenditure is so far below expectations and plans have not been fully delivered…a certain amount of gaming takes place.”  The article goes on:  “Ofwat said it had questioned Anglian over interruptions to supply and had asked Severn Trent, Southern and Thames Water to explain their poor performance on flooding from sewers.  United Utilities, Severn Trent and Thames are to be investigated over reports of poor service on telephone help lines.”

Beyond the issues of poor service and/or skyrocketing water prices, we submit there would be a very real danger of significant health emergencies in a deregulated, privatized  regime. 

International Trade And Investments Raise The Stakes

Recommendation #11:  That the Panel make no recommendations that could expose local governments and communities across Canada to impacts from the provisions of international trade agreements.

The impacts of trade agreements such as the North America Free Trade Agreement (NAFTA) and the General Agreement on Trade in Services (GATS) raise questions about the ability of government to place restrictions on the trading and movement of water.  In addition, these agreements raise questions about the possible effects of entering into a public-private partnership.  For example, in a recent legal opinion commissioned by CUPE, Steven Shrybman, an expert on trade law, concluded that P3s such as the planned Seymour Water Treatment plant for the GVRD might be affected by NAFTA.  Specifically, he stated:

“If concluded, the interest of a private partner in a contract to design, build and operate the Seymour project would be an investment according to the NAFTA definition.  Conversely, a law, regulation, procedure, requirement or practice of the Greater Vancouver Regional District (GVRD) or another Canadian government that might affect that contract would be a measure under NAFTA and accordingly subject to the broad disciplines of that regime.”

He also stated that whatever claim to exemption from trade rules water services might now enjoy under the GATS negotiations would be compromised by entering into a private sector partnership to deliver services.  “In this regard”, he concluded, “The risks are substantially greater for a contract that involves the operation, rather than simply the design and construction, of a water treatment plant” (Shrybman, 2001).  

There have been attempts to rebut the Shrybman opinion.  CUPE BC has closely read those materials, and we conclude  that there is no credible opinion that calls into question any part of the Shrybman opinion.  Mr. Shrybman has also responded to rebuttals, and, in our opinion, entirely refuted them.   It is quite clear from the Greater Vancouver Water District Report of June 29th, 2001, that recommended the abandonment of the privatization option, that the District also had grave concerns about trade implications.  We are quite confident that, after the Shrybman opinion was released, the GVRD received advice from its own trade lawyers that confirmed Mr. Shrybman’s analysis. 

In the June 29th Report, the GVWD also commented that:

“What might help would be for the Canadian Government to go clearly on record with a position that assured the community and local authorities that they would  absolutely protect public water supply systems from the kind of threats to their authority that have been raised by the public, by explicit exclusions in treaties if necessary.”  

In fact, the Greater Vancouver Water District looked for such an assurance at a September 7th meeting with Paul Robertson and other members of the Federal Department of Foreign Affairs and International Trade.  That assurance was not forthcoming, nor would we expect that the federal  government has any intention of trying to renegotiate its international  agreements.  

CUPE also commissioned a second Shrybman legal opinion on the trade implications when the partner to a DBO contract concerning water supply facilities was Canadian, rather than a foreign based corporation.  In that opinion, Mr. Shrybman indicated that there are several factors that moderate the significance of the distinction between Canadian and foreign corporations.  For example, certain NAFTA investment rules apply equally to Canadian and US investors.  Further, transformation of a Canadian company into one controlled by foreign investors may be accomplished quite readily.  Foreign subcontractors might invoke NAFTA enforcement procedures even where the primary contractor is Canadian.  Finally, for the purposes of creating a new benchmark for National Treatment obligations, or removing water supply services from the protective umbrella or NAFTA and GATS reservations and exceptions, the nationality of the partner corporation or those with an interest in it, is irrelevant.  

We refer to these agreements in some detail because the implications for Canada, the provinces and particularly for local governments are potentially devastating, in terms of losing control over our own resources and how to best manage them.  CUPE BC strongly urges the Panel to carefully consider the Shrybman opinion, a copy of which is appended to this submission, and to assess the implications for local governments.  

Public Opinion

Recommendation #12:  That the Panel recommend full consultation with the public on the issue of privatization of water services.

Perhaps most important of all the reasons not to privatize water services is that the people of British Columbia do not want their water services handed over to for-profit companies. 

CUPE has commissioned two Ipsos Reid Polls in British Columbia in the last 7 months dealing specifically with whether people wanted their water services to be provided by public or private means.  In both cases the answer was overwhelmingly “Public”.

The first poll assessed public attitudes towards private operation of the proposed GVRD Seymour water treatment plant. It also assessed public attitudes towards the privatization of water and sewer services in general. 800 British Columbian adults were surveyed.  Questions addressing the building of the plant were asked only of 500 Lower Mainland residents.  Some of the significant findings are:

· Only 16% of British Columbians would pick a private company as the most trusted source for either safe of affordable drinking water.  
· 72% of British Columbians say that they oppose the privatization of water services, including drinking water.  In fact 49% say they strongly oppose privatization of water services. 
Interestingly, older people, and those who have completed a university education, are the most likely to oppose privatization of water services.  (80% and 78% respectively). 

· 64% of those surveyed from the Lower Mainland said they were opposed to a private company operating the water treatment plant.  That included 43% who were strongly opposed.  

A second survey in Kamloops, which was considering a similar DBO proposal for its water treatment plant, yielded similar responses.  

CUPE BC attended every public meeting hosted by the GVRD when it was considering the privatization of the Seymour water treatment plant.  Hundreds and hundreds of people turned out, from every age group, from every walk of life, and made it very clear that they were adamantly opposed to privatization of their water services.  It was also clear that their concerns were twofold.  They were concerned about the implications of the free trade agreements.  They also clearly sent the message that they wanted their water to be kept in public hands.  Most recently, in September, 2001, Barry O’Neill, President of CUPE BC, made a presentation to Ladysmith Town Council regarding a proposal to have bcgUtilities, a subsidiary of BC Gas, install water meters.  There were also discussions about whether the company would later read and maintain the meters, and handle billing.  

Again, several hundred people packed the Town Hall.  Again the message was clear.  “Keep our water public.”  We submit that the same sentiment would be found in communities all over this province. 

CUPE BC also reminds the panel that despite the great hoopla about private public partnerships, promoted by the advertising departments of water companies, municipalities across Canada and the United States have largely rejected privatization of their water facilities, probably because it just doesn’t make fiscal or public policy sense.  

The market share for private contract operation of municipal utility systems in the U.S. is still less than 5 percent.  Clearly, municipalities are not rushing to turn over their water and wastewater facilities to private water corporations.
  The figures for Canada are not readily available, but it is probable that the water companies are further behind in terms of their penetration of the Canadian market.  So while water companies like to create the impression that water privatization is a wave of the future that we all must ride, the reality is that local governments aren’t jumping on board. 

On the other hand, the cities of Reno, Sparks and Washoe county in Nevada recently jointly purchased the local privately owned water system, because other American cities have good records of efficiently providing high quality public services.  

INFRASTRUCTURE ISSUES

 “Sustainable communities require a backbone of sound physical infrastructure.  A commitment to a permanent national municipal infrastructure program with increased funding is needed to strengthen that backbone.” 

That insightful quote came from a publication of  the Federation of Canadian Municipalities, in its Ten Point Action Plan for Sustainable Communities, published last October.  We couldn’t agree more.  

It goes on to say that “The collection of buildings, systems and technologies that comprise municipal infrastructure is essential to the health and economic growth of urban and rural communities, and, ultimately, to the quality of life of all Canadians.  The deterioration of municipal infrastructure in many of Canada’s communities reveals a compelling need for investment.”  

CUPE wholeheartedly supports the Federation’s initiatives in this regard.  We agree that the most recent federal infrastructure program committing $2.65 billion over 6 years is a first step, but that more funding is needed.  The FCM’s own research indicates that tens of billions of dollars will be needed in the near future to halt deterioration, let alone bring Canada’s infrastructure to standard.  

Earlier in this report, when we were discussing the challenges facing small system operators, we recommended that the provincial government support infrastructure upgrades for small systems.   Certainly the same recommendation applies to large systems.  It is absolutely essential that senior levels of government work with local governments across this country to ensure that we halt and reverse the deterioration of water infrastructure.  

Water Conservation

CUPE BC supports water conservation strategies.  We recognize that in order to ensure sufficient water for all our needs, it is imperative that British Columbians mover towards a more sustainable  and strategic approach to water use.  However, we have concerns about the use of water meters.

Water metering can have some effect on water usage.  However, research and experience in other communities indicates that water metering is only effective when used in tandem with a strong public education campaign.  For example, in Kelowna, which has a very high water usage, there is a program and a full-time employee dedicated to public education about water conservation.  The GVRD Region – Wide Metering Study (1996  -1999) states:

“An integrated strategy involving universal metering, a user pays rate structure, and public education is considered the key to achieving long-term policy objectives for making the most efficient use of the region’s water supply resources…Given the considerable capital cost of a universal metering program, there has to be an offsetting payback that justifies the initial investment.”
 

In Kelowna, with a full water metering program for two years, the per capita decrease in water has only been 18% outdoors and 8% 
 indoors.  It will be interesting to see if these numbers hold, because there is a tendency for water consumption to initially decrease, then increase again after water users get over the initial metering “price shock”.   

By comparison, the water demand in the GVRD was reduced by about 10%, since 1993 in terms of average daily demand, and about 20% in terms of peak day demand, just by implementation of twice weekly lawn sprinkling regulations and consciousness-raising through an education program.
  The same study concluded that, even in a best case scenario, assuming a very optimistic 30% reduction in peak day demand, and a 25% reduction in average daily demand, the program would, over the long run, be more expensive than any savings in growth related capital projects, upgrades or maintenance.  A companion report concluded that “the information presented in this report suggests that a basic residential water metering program, region-wide, is not the least cost solution to the region’s future water supply needs.” 

Further, water metering only leads to conservation if there are significant increases in price for higher usage.  
We are also concerned about the potential future implications of water meter installation.  While the primary reason for installation may be for  conservation, the reality is that meters are a precursor to the commodification of water.  According to David Santangeli, Managing Director, Head of Infrastructure, Power and Privatization for Scotia Capital, meters encourage investment in water systems because they eliminate cross-subsidization.  They enable a price structure that is flexible and therefore can be crafted to maximize revenues.
 Equitable distribution and ability to pay require careful consideration.   Water cannot become a commodity to be sold to the highest bidder.  To the international water companies that are increasingly controlling water resources of this planet, water meters are like cash registers.  

CUPE BC understands the need to support infrastructure improvements and maintenance, and recognizes that water pricing may have to more closely reflect the true cost of providing water services.  However, this discussion about water meters and who will control and benefit from pricing structures, again reminds us how important it is to keep water firmly in public hands.  When it remains public, it has value, but associated with public goals.  Whether we export it, how we price it: these questions become matters of public debate.  If it becomes a commodity in private hands, those discussions are gone forever.  

CONCLUSION

The Panel and Provincial Government have a monumental responsibility and opportunity to create a strong legislative framework to protect drinking water in British Columbia.  CUPE BC submits that only a comprehensive and integrated management plan will ensure safe, affordable drinking water for all our citizens.  CUPE BC and the people of this province agree that we will be best served if water systems and services are kept firmly in public hands.

CUPE BC thanks the panel for this opportunity to present our comments and recommendations.  We look forward to your report. 

SUMMARY OF RECOMMENDATIONS

Recommendation #1: 

That all water policy developed by the Provincial Government be consistent with every British Columbian’s right to safe, affordable water.

Recommendation #2: 

That a Multi-barrier approach to drinking water protection be taken, as recommended in the 1999 Auditor General’s Report, Protecting Drinking Water Sources.

Recommendation #3: 

Integrated management of both water and land uses as a key condition for successful water protection. 

Recommendation #4: 

The Province should designate a lead agency with-in government that will represent the interests of drinking-water users and suppliers and co-ordinate action on drinking-water issues.

Recommendation #5: 

The provincial government must ensure that water sources are protected from potentially destructive land-uses.    

Recommendation #6: 

The provincial government should encourage upgrading of small systems through infrastructure funding and mergers.

Recommendation #7: 

Water testing should take place at accredited, public labs.  The provincial government must ensure that consistent, high standards for water quality testing and reporting are in place, monitored  and enforced. 

Recommendation #8: 

Water systems and services should be publicly owned and operated, in order to best ensure safe, accessible and affordable drinking water for all British Columbians.  

Recommendation #9: 

That the Drinking Water Review Panel in its report recognize and celebrate the valuable contribution of public sector water workers, and that its recommendations be consistent with protecting public sector workers from privatization of water services.   

Recommendation #10: 

CUPE BC strongly recommends that the Panel reject any combination of deregulation and privatization initiatives, as such a combination of measures may seriously endanger the health and safety of British Columbians.  

Recommendation #11:  

That the Panel make no recommendations that could expose local governments and communities across Canada to impacts from the provisions of international trade agreements.

Recommendation #12:

That the Panel recommend full consultation with the public on the issue of privatization of water services.
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