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Regulation of Water and Sanitation Services in Latin America

Óscar Pintos*

is article presents an overview of regulation of water and sanitation services in Latin America and the Caribbean. Particular attention is 
placed on the evolution of the regulatory frameworks, as well as on key requirements for good regulation. e role of ADERASA is presented 
at the end.

Introduction

As in any economic activity regarded as a natural mo-
nopoly, water and sanitation (W&S services must have 
specific regulation. is regulatory framework needs to 
recognize the essential nature of these services for popu-
lation well-being, with social and economic sustainability 
criteria. is article presents, in four parts, the Latin Amer-
ican and Caribbean (LAC) experience in this regard. e 
first part addresses the evolution of the W&S in the region, 
using a comparative perspective that links the infrastruc-
ture of these services with their institutions and regulatory 
representative models. e second section deals with the 
indispensable requirements for an effective regulation. e 
third part touches upon the measurement of efficiency 
in water utility entities. Finally, this contribution centers 
upon the role of the Association of Regulatory Entities of 
Water and Sanitation of the Americas (ADERASA), in the 
institutional strengthening of regulation in this region. 

Evolution of physical and institutional infrastructure 

Systems of water and sanitation develop along three stag-
es. e first relates to water quantity, in which the focus is 
on increasing coverages of water and sanitation through 
major infrastructure works. is phase has been complet-
ed in developed countries (DC) and is still pending in 
LAC. In this stage, institutional infrastructure responds to 
a traditional model characterized by the involvement of 
(mostly) State operators in the planning, formulation and 
policy implementation of water regulation.  In this model 
the State has an active role; users have a passive function 
and are without major rights before the water operator.

 e second stage refers to water quality. In addition to 
physical infrastructure, there is an emphasis on the im-
provement of the quality of services (water quality, con-
tinuity, and physical pressure, for instance). ere appears 
the concern with managerial efficiency, regardless of the 
nature of the operator (State or private).  e tasks of pol-

icy definition and planning, and those of operation and 
regulation are carried out by different organisms. is cre-
ates a new model in which water users acquire rights and 
play a central role in the provision of services. Regulatory 
entities are technical, highly specialized organisms of the 
State but with autonomy from the Government. ese 
new bodies must care for the sustainability of the W&S 
services (through fair and reasonable rates).  Another ma-
jor function is to make sure water users´ rights are respect-
ed by operators of an essential service, which also happen 
to enjoy a natural monopoly and have more power – tech-
nically and economically – than users. is stage has been 
concluded in most DC and is relatively consolidated in 
some countries of LAC.

e third phase is a deeper version of the second and 
centers on the management of both demand and the en-
vironment.  In this stage, quality of services has a more 
prominent role through different actions: control of losses, 
management of sources, treatment and reuse of residual 
waters.  is is a more holistic approach to guarantee pub-
lic health and general well-being. ere are also efforts to 
improve the environmental sustainability of water services. 
ere is also a greater professionalization of the water sec-
tor.  Tariffs are closer to the costs of provision. is stage is 
in course in more developed nations while in LAC coun-
tries the impact of water services on the environment is a 
major concern.  

Overall, developed nations show a more sequential and 
coherent evolution. In LAC countries there has been a gap 
in the development of these two infrastructures.  e com-
mitments and challenges associated with the 2030 Devel-
opment Agenda, particularly with Objective No. 6, imply 
that large investments will be required.  e latter involve 
not only physical infrastructure (networks, plants) but also 
institutional strengthening of all actors.

Table 1 contains the construction of the water institu-
tional framework for selected LAC countries.  e latter 
were grouped according to two criteria: 1) territorial ex-
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tension, and 2) political organization (unitary or federal). 
e second criterion relates to the characteristic of the reg-
ulatory authority. e table shows that among the largest 
countries, Mexico is the only one that does not have a reg-
ulatory entity. On the other hand, the access to water is not 
only in the national regulatory frameworks; in 2010 the 
General Assembly of the United Nations passed resolution 
64/292 that granted this access the character of right.

is transcendental resolution has characteristics which 
make this right different from other rights. It is a reaction 
against the mercantilist vision of water provision.  It is not 
the result, like other rights, to stop the advancement of the 
State over the individuals.  It is rather a recognition that 
water is not a transactional good in the market and that, 
as a result, needs special regulation.  is resolution is also 
a reaction  to the authoritarian vision of State provision 
of water, by changing the passive role that these models 
give to users. A point worth clarifying is that the human 
right to water does not mean the service is provided free 
of charge. What it means is that no human being should 
be denied access to water in the light of economic insuffi-
ciency. Instead, the responsibility of removing this obstacle 
is allocated to the State, not to the operator (public or pri-
vate). e solution should come from subsidies (direct or 
indirect) and from any other remedy that the legal frame-
work allows in each case.  By being part of the State, regu-
latory organisms also have the obligation of promoting the 
fulfillment of this right.  

Requirements of a good regulation

e good and effective work of a good regulator is as-
sociated with indispensable requirements, legal and insti-
tutional. For instance, the performance of a regulator is 
a function of clearly defined policies and roles.  On the 
other hand, the regulatory entity must meet the following 
conditions:

• Independence from the government of the day

• Stability of management (mandates for pre-deter-
mined periods) 

• Economic and managerial autonomy

• Transparency

• Previsibility

• Proportionality

• No discrimination

In Latin American and the Caribbean, the emergence of 
regulatory entities was the result of the policies for water 
and sanitation of the 1990s. Within the fashion of the 
Washington Consensus, countries of the region granted 
concessions for water and sanitation to private companies.  
Driven by macroeconomic decisions, and not by the matu-
rity of national and subnational water systems, there were 
separated functions that used to be at the hands of national 
or subnational governments. Although these governments 
retained the authority for these systems, they handed the 

Country Creaation of national company Descentralization Introduction of 
regulation

National legislation

Unitary countries of small geographical extesion

Costa Rica 1942 Limited 1996 1942

Cuba 1962 2001 No hay 2001

Ecuador 1965 1992 2001 2014

El Salvador 1961 Limited None Pending

Guatemala None Limited None Pending

Haití 1977 2010 None 2009

Honduras 1961 1991 2003 2003

Nicaragua 1998 Limited 1992 2007

Panamá 1961 Limited 1996 2001

Paraguay 1966 2000 2000 2000

R. Dominicana 1962 1973 None Pending

Uruguay 1952 None 1996 1952

Unitary countries with large geogrpahical extension

Bolivia None None 1997 2007

Chile 1977 1998-2001 1989 1988

Colombia None 1974 1992 1994

Perú 1981 1994 1992 1993

Federal countries

Argentina 1912 1981 1992 Pending

Brasil None 1988 2007 2007

México None 1983 None Pending

Venezuela None 2001 None 2001

Table 1: Chronology of the Institutional Construction of Water and Sanitation Services in Latin 
America and the Caribbean
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operation to these companies and the regulatory functions 
to technical agencies created for this purpose.

Although the results of privatization were not the expect-
ed ones, and often states ended up recovering the operation 
of these services – through agreements or judiciary pro-
cesses – this movement increased, substantially, the quality 
of institutional performance. It brought about changes in 
the entrepreneurial culture of operators that remained, in-
cluding the new state operators. ere was also progress in 
the consideration of users as a collective with rights, and in 
the capitalization of the experience of regulatory agencies. 

e re-involvement of water services provision by the 
State led to questioning whether there was still a role for 
regulatory agencies, created to oversee the performance of 
private companies. An objective and non-ideological per-
spective, plus more than two decades of experience, con-
firm the need to maintain and strengthen these agencies, 
regarding their attributions, human and material resources. 

Some of the most prominent reasons are the following:

• Independent of the operator (public or private), 
every natural monopoly tends to inefficiency.

• e state character of the water company does not 
guarantee the public or general interest.

• e solution to complaints from users cannot reside 
in the willingness of the state operator; in the ab-
sence, or insufficiency, of a proper response, there are 
administrative mechanisms prior to embarking on 
judicial avenues. 

• It is difficult that the State (owner of the operator) 
impose self-control and self-sanction measures in the 
light of complaints from a weaker third party (water 
user).

en, even if the operator is an entity of the State, there 
must be a specialized organism (regulator) that:

• enjoys autonomy from the executive power;

• protects the rights of water users from the monopo-
listic power of the operator;

• audits, externally, the state operator, in accordance 
with the existing regulatory framework and informs 
the executive and legislative branches;

• promotes citizen participation and control (public 
audiences, right to information).

Measurement of efficiency in state water and sanita-
tion companies

 Water and sanitation utilities are natural monopolies; 
therefore, efficiency depends more on their institutional 
design (type of judiciary status, regulatory framework) 
than on the nature of their functioning (private or public).  
It is obvious that private firms tend to gain commercial 
efficiency and economic benefits.  Regulation plays a key 
role concerning rates and quality of service. On the oth-
er hand, public operators may include non-commercial 
objectives (social benefits and equity) above objectives of 
economic efficiency.

is does not mean that efficiency and equity necessarily 
confront each other.  At the end of the day, inefficiency 
conspires against social objectives (equity). erefore, in a 
modern, State-led firm, the achievement of both efficien-
cy and equity are worth pursuing.  is is why knowing 
and applying good practices (between operators and regu-
lators) is a good idea.  Sharing information and strength-
ening institutional capacities of all actors are fine examples 
of this interchange of experiences.  e role of ADERASA 
regarding these necessities is worth discussing.

The role of ADERASA in the institutional fostering of 
regulation in Latin America and the Caribbean

ADERASA, founded in 2001, is composed of 19 coun-
tries (Map 1). is organism organizes its work through 
Regional Working Groups. e following are the themes 
addressed by these groups: benchmarking, drinking water 
quality, green regulation, small operators, public operators, 
and regulatory accounting. Regulatory entities collaborate 
with the groups of their interest.  ere is an annual meet-
ing and teleconferences.  e working documents of these 
groups are discussed and approved in an Assembly. e 
group of benchmarking publishes an annual report, which 
has become a reference for the international community.

 One of the primary functions of ADERASA has been to 
promote and consolidate debate and information sharing 
among the water regulators of LAC countries. Undoubted-
ly, this is of high value in the light of the great challenges 
the region is and will face, especially in connection to the 
access and affordability of water and sanitation services. 
Not only in quantitative terms but also in quality. 
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