
Environment and Society: Advances in Research 1 (2010): 46–75 © Berghahn Books
doi:10.3167/ares.2010.010103

nnn

Neoliberal Water Management 
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	 n	 ABSTRACT: The impact of neoliberal policy reform on water management has been a 
topic of significant debate since the mid-1980s. On one side, a number of organiza-
tions have generated an abundant literature in support of neoliberal reforms to solve 
a range of water governance challenges. To improve water efficiency, allocation, and 
management, supporters have advocated the introduction and/or strengthening of 
market mechanisms, private sector ownership and operation, and business-like admin-
istration. Other individuals and groups have responded critically to the prescribed 
reforms, which rarely delivered the predicted results or became fully actualized. This 
article endeavors to articulate the varying sets of claims, to analyze the trends, to test 
them against their forecasted benefits, and to examine certain prominent proposals 
for reforming the reforms. The water sector experience with neoliberalization reveals 
several sets of contradictions within the neoliberal program, and these are discussed in 
the final section of the article.
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In 1999, the Bolivian government granted a 40-year concession for water supply in the city 
of Cochabamba to Aguas del Tunari, an international consortium led by Bechtel. The conces-
sion encompassed all water sources within the catchment, including the aquifer and collectively 
built wells. In some areas, prices skyrocketed by as much as 200 percent, and in January 2000, 
thousands of people took to the streets in protest. One died in the standoff, and a 90-day state 
of emergency was declared. Company officials fled the city, and on 9 April the government can-
celed the contract (Finnegan 2002; Marvin and Laurie 1999; Perreault 2006). Water supply was 
brought back under public management, yet the poor have seen little improvement in service 
levels. In addition, they continue to pay as much as 10 times the fee paid by those who are con-
nected to the municipal system (K. Bakker 2008).

For many concerned with water sector reform, privatization is the flagship neoliberal strat-
egy, making Cochabamba an emblematic city and its ‘Guerra del Agua’ a watershed moment. 
The city’s story highlights key issues: privatization, profit-driven exclusion, repression, violence, 
and resistance. Neoliberalization, however, presents a breadth of (often subtler) initiatives for 
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water sector reform (K. Bakker 2003a). As such, the focus on privatization, while understand-
able, can obscure a range of issues that are key to redressing the continued exclusion of one-
third of the world’s population from safe and reliable water and sanitation services (Budds and 
McGranahan 2003; Wolff and Hallstein 2005).1 Moreover, given its urban focus, privatization 
presents no solutions to the most immediate and intractable problems facing water and sanita-
tion, which are often concentrated in rural and peri-urban areas.2 

Briefly, since the 1970s (and escalating in the 1990s), water management has undergone sig-
nificant philosophical, institutional, and organizational changes in many parts of the world. 
Examples include the introduction of private sector principles into public sector management; 
the involvement of new actors in governance; the extension of private property rights; liber-
alization, deregulation, and reregulation; new tariff structures; the creation of water markets; 
a greater focus on the environment and conservation; private sector partnerships (PSP); and 
decentralization. These initiatives have had impacts on piped water supply, raw water, watershed 
management, and transnational water politics. In this article, I focus on municipal supply, my 
area of expertise, delving only briefly into other aspects of water management. 

In the next section of the article, I analyze the arguments and strategies for neoliberalization in 
the water sector. In the following section, I examine the trends that emerged with respect to the 
deployment of the central strategies. I then assess the degree to which the reforms yielded their fore-
casted benefits. Research conducted by both proponents and opponents indicates that many of the 
predicted gains were not realized. As a result, new proposals have emerged to reform the reforms, 
four of which are examined in the penultimate section. The article concludes with a discussion about 
the contradictions that pervade the neoliberal program and their implications for its analysis. 

Why Neoliberalize the Water Supply? Why Not?

What Is Meant by Neoliberalization?

In the 1970s, a potent neoliberal discourse gained momentum in response to the fiscal crises 
facing many Western states. This discourse attributed the ‘fiscal crisis of the state’ to excessive 
spending, bloated government, and the disproportionate power of labor (see O’Connor 1973; 
Workman 1996). The prescription was to promote fiscal austerity and to reduce the public sec-
tor bureaucracy, regulatory ‘red tape’, barriers for business, government involvement in service 
delivery, and the power of unions (see, e.g., Harris 1994; World Bank 1981).3 

Since then, neoliberalism has come to represent both a diverse set of policy reforms and an 
array of distinct experiences and applications. It “has many authors, and many birthplaces” 
(Peck 2007: 4) and is universalized neither in its origins nor its applications (Larner 2000). That 
said, the Thatcher and Reagan governments of the 1980s most strongly exemplify the ideology 
that underpins neoliberalism (Harvey 2005; Peck 2007). They represent an assertive period of 
neoliberalism, which has since been reconstituted in a variety of ways across space (Brenner and 
Theodore 2002; Larner 2003; Peck 2001a). 

In general, neoliberalization constitutes a series of related institutional and organizational 
processes that are aimed at creating new—and expanding existing—spaces for the accumulation 
of capital (Block 1977; Duménil and Lévy 2004). Harvey (2003: 45) calls this “accumulation by 
dispossession,” whereby wealth is concentrated in the hands of the few through the disenfran-
chisement of the many. Common techniques include deregulation, privatization, liberalization, 
the rise of market-based regulatory mechanisms, and the creation of markets for what were 
recently conceived as public goods (Harvey 2005; Kolko 1988).
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In response to the fiscal crises, governments in the global North moved (to various degrees) 
to cut social spending, to shift from state-based to market-based regulatory mechanisms, and 
to open their markets to liberalized trade (Harvey 2005). In the global South, reforms were 
pushed through by international lender organizations such as the World Bank, the International 
Monetary Fund, the Inter-American Development Bank, and the Organisation for Economic 
Co-operation and Development (OECD) (Peet 2003; Stiglitz 2002). Neoliberal restructuring of 
state institutions became a condition for lending, first through structural adjustment programs 
(SAPs) and subsequently through ‘good governance’ approaches (Gore 2000; Hout 2007). SAPs 
called for significant cuts in social spending, reduced regulation, and economic liberalization 
to attract foreign capital (Mohan et al. 2000). Good governance would focus on creating and 
strengthening the necessary institutions (e.g., predictability and accountability) for “the con-
duct of public and private business” (World Bank discussion paper, cited in Hout 2007: 25).

Rather than the ‘hollowing out of the state’ through reduced taxation and regulatory power, 
the state is said to become ‘differently powerful’ through a variety of mechanisms to ensure the 
enrollment of labor and citizens (Gamble 1988; Peck 2001b). Peck and Tickell (2002) refer to 
this process as ‘roll-out’ neoliberalization (following ‘roll-back’). It involves the deployment of 
new regulations to enhance the power of the state in terms of surveillance and control, often of 
vulnerable groups (Aguiar 2006; I. Bakker 2003; Peck 2001b), and to solidify and enhance the 
neoliberal project (Lemke 2001). 

In the water sector, the roll-out or reregulatory phase of neoliberalization speaks to another 
related process. In order to preserve the neoliberal order, the state must also restrain it. The 
processes of ‘reregulation’, following those of ‘deregulation’, have included measures to reassert 
the state social welfare function to redress some of the deleterious effects of earlier neoliberal 
restructuring (K. Bakker 2003b). Such trends in other sectors have been interpreted as “slow 
reversals” of neoliberalism (Harvey 2005: 87), a reconsideration of tactics (Jessop 2002: 470), 
and a new approach that combines neoliberalism with social investment (Larner and Butler 
2005). Such reregulation reflects Polanyi’s (1944) ‘double movement’ thesis, whereby the state 
must regulate anew to redress the deleterious effects of earlier rounds of liberalization.

Applying the Ideas to Water

Just as neoliberal responses to the fiscal crisis of the state were transposed to the global South, so 
too were they transposed across many sectors. In environmental governance, theories advancing 
neoliberal reforms have secured substantial influence (Bernstein 2001). The approach variously 
termed ‘market environmentalism’, ‘liberal environmentalism’, and ‘ecological modernization’ 
(see Bernstein 2001; Hajer 1995) has been described by Dryzek (1997: 102) as notable for its 
“hostility to environmental management on the part of government administrators—except … 
in establishing the basic parameters of designed markets.” 

It is through market environmentalism that neoliberal ideas have gained prominence in 
water management. Many highlight the inclusion of water as an economic good in the Dub-
lin Principles—adopted by the United Nations at the 1992 International Conference on Water 
and the Environment—as a starting point for the reformulation of water along neoliberal lines 
(Figueres, Rockstrom, and Tortajada 2003; Rogers et al. 2002; World Bank 2004). This and other 
recent water reforms, however, cannot be severed from the longer historical evolutions of both 
water management and neoliberalism. Rather than being wholly original, they form part of a 
broader set of ideas and trends. As Budds and McGranahan (2003: 112) assert, instead of being 
“grounded in experiences from the water and sanitation sector,” water reforms are driven by 
“international political changes and policy shifts … from the 1970s onwards.” More generally, 
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for global water governance, Conca (2006) shows how certain dominant neoliberal ideas came 
to be articulated in the formulation of transnational water management dictums. 

Neoliberal ideas were responding to real challenges. Widespread problems in water manage-
ment had gained attention by the mid-1970s. In many industrialized countries, water infra-
structure suffered from underinvestment and disrepair (Gandy 1997; Kaïka 2005), water quality 
from insufficient treatment of municipal waste and industrial pollution (Hassan 1998), and 
utility capacity from rising water demand (Winpenny 1994). Simultaneously, the social and 
environmental effects of large water projects—including staples of the ‘hydraulic age’4 such as 
dams and diversions—were coming under question (Conca 2006). In the European Union and 
Canada, combinations of these issues led to new legislation for water protection and allocation 
(de Loë and Kreutzwiser 2007; Kaïka 2003). 

If, in the global North, the eroding myth was that of the ‘technical sublime’, that is, the tri-
umph of urban-networked infrastructure over nature (Kaïka and Swyngedouw 2000), in the 
global South the eroding myth was that of ‘technical universalism’ (Coutard 2008; McGranahan 
et al. 2001). In what Bond et al. (2002: 271) would come to call “droughts for the poor and floods 
for the rich,” vast tracts of the urban population in the global South were without access to pub-
lic water and sewerage networks. In rural and peri-urban areas, the numbers were even more 
alarming (WHO and UNICEF 2008). Research highlighted the fact that governments failed to 
extend services to the poor, who often paid higher fees for lower-quality water obtained through 
a mix of sources that included private vendors and raw water (K. Bakker 2003a; Swyngedouw 
2004). In many places, the situation was found to be particularly burdensome for women and 
girls, who were often responsible for collecting and purifying water (Bennett et al. 2005). 

In the case of water management, neoliberal ideas again offered seemingly straightforward 
solutions to complex, protracted, and geographically diverse problems. The proposed solutions 
followed the discourses of market environmentalism, in which the development of markets and 
market-simulating mechanisms were presented as the most effective means of realizing envi-
ronmental protection (K. Bakker 2003b). Examples included the market allocation of scarce 
resources, the establishment of private property rights, and the inclusion of new actors in 
resource governance (Anderson 1982; Weidner 2002). 

Responsibility for the challenges described above was attributed to ‘state failure’ (Parker and 
Kirkpatrick 2005). From the neoliberal perspective, water is an increasingly scarce resource that 
cannot meet demand projections under current management practices, a problem driven by its 
historic and widespread undervaluation (Winpenny 1994). Market-based, full cost pricing would 
engender greater efficiency, appropriate allocation to the highest-value uses, and enable utilities 
to recover their costs and reinvest in infrastructure (Anderson and Leal 1988; Lee 1999). 

Coincident with this logic is the neoliberal argument that the regulation of water would be 
better orchestrated through the development of markets and the injection of private sector disci-
pline. Private sector management of water supply would reduce costs, opportunistic management, 
and ‘regulatory capture’ (i.e., situations in which state regulatory agencies advance commercial or 
special interests instead of the public interest), while increasing investment, transparency, and effi-
ciency (Lee and Jouravlev 1997). This is because public sector management and ownership are said 
to suffer from diffuse property rights, politicization of resource and infrastructure management, 
and regulatory capture (ibid.). The issues as defined by proponents of neoliberal reforms, along 
with the counter-arguments of those critical of such programs, are outlined in table 1. 

Those favoring public sector management argue that (1) the profit motive of private cor-
porations leads to higher, not lower, prices, further marginalizing the poor; (2) privatization 
is insufficient in the absence of strong regulatory institutions; (3) the environment will suf-
fer, due to increased incentives for externalities; (4) competition is limited to the contract, as 
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water constitutes a ‘natural monopoly’ and only a few international firms control the market;5 
(5) the state can access cheaper financing than the private sector; and (6) water is a human right 
as opposed to a commodity (Barlow and Clarke 2002; Hall and Lobina 2007; Lobina and Hall 
2008; Shiva 2002). Others simply highlight the fact that, in many cases, too little was known 
to embark on such “wholesale national restructuring of a sector’s institutions” without prior 
experimentation (Cairncross 1987: 182). 

General Trends: Key Targets of Reform

Overview

Commonly identified trends in water supply reform include the introduction of economic prin-
ciples into various types of management, an increased focus on the environmental implications 
of water resource development, and a realignment of how governments, utilities, and a variety 

Table 1: Neoliberal policy prescriptions for water reform—reasonings and critiques

Issue	 Policy Presscription	 Reasoning	 Critique

Water scarcity/	 Private property	 Create the proper incentives for	 Enclosure of the ‘commons’
allocation	 rights	 management and cost control 	 (communal resources), 
		  while developing the necessary 	 resulting in marginalized
		  conditions for markets to evolve	 access and the discounting of 		
			   environmental uses	
	 Creation of water	 This scarce resource will be 	 Vital resources, which are
	 markets	 allocated to its most valuable 	 essential for life, cannot be left
		  uses, avoiding the politicization 	 to the vagaries of the market
		  of water resource development	

Water scarcity/ 	 Full cost pricing	 Will lead to improved allocation	 Will reduce access by low-
underinvestment 		  and reduced wastage, as well as	 income users and may be
in infrastructure		  improved infrastructure and 	 unrealistic, given the
		  service delivery	 investments required	
	 Reduction of	 Subsidies generally benefit 	 Detrimental to low-income
	 subsidies	 industrial and wealthy customers 	 users, who (in less developed
		  at the expense of the poor; 	 countries) have heretofore
		  reducing subsidies will send 	 subsidized the services of those
		  proper price signals and improve 	 with service connections
		  resource allocation	

Poorly 	 Public sector: from	 Avoidance of ‘regulatory capture’,	 Better regulation is necessary,
performing	 provider to regulator	 whereby the provider regulates	 but only governments can
water utilities		  itself, leading to better regulation 	 ensure that the social and
		  and utility performance	 environmental goals of water 		
			   provision are met 	
	 Private sector 	 Reduction in government	 Profit motive will lead to higher
	 management	 interference and the politici-	 prices and the exclusion of the
		  zation of water management; 	 most vulnerable users; suffi-
		  introduction of competition, 	 cient institutions are lacking
		  leading to greater efficiency, 	 to regulate the private sector; 
		  infrastructure investment, and 	 water is a ‘natural monopoly’
		  cost reduction 	 for which competition is 		
			   limited
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of non-state actors engage in the production and consumption of the resource (Conca 2006; 
Kallis and de Groot 2003a; Sauri and del Moral 2001). Research has also found that these cur-
rents are not always compatible and can manifest themselves differently across contexts (Jones 
1998; Kallis and de Groot 2003b; Saleth and Dinar 2000). Trends underscored in the literature 
are summarized in table 2. While the analyses identify many common trends, they also show 
overlap and conflation of key processes. For example, marketization is defined as including 
deregulation, and decentralization and privatization are grouped as a single trend. Such con-
flation and overlap are common and inhibit effective comparison among instances of market 
environmentalism (K. Bakker 2007, 2009). 

But such conflation is also revealing. First, it points to ambiguity within the processes them-
selves, whose deployment has not been homogeneous and has involved a range of experiences, 
levels of implementation, and reformulations (K. Bakker 2005). Second, it suggests a lack of 
distinction within neoliberalism when identifying policies to deal with the environment, social 
welfare, and economic stability. Instead, it ventures to address all issues with similar policy mech-
anisms. Finally, the conflation implies an internal avoidance of specificity, with many programs 
(such as deregulation and privatization) intended to reinforce one another. As such, rather than 
simply seeking to achieve particular goals external to the program (e.g., improved service provi-
sion), neoliberal reforms serve to reinforce neoliberalism itself (Lemke 2001: 203; Peck 2001a).

Specificity, however, is essential in order to provide an account of the relationship between 
neoliberalization and water management. Karen Bakker’s (2007) organization of the processes 
involved in the neoliberalization of resource management provides the most explicit framing 
available in the literature. Arguing that neoliberal reforms should be understood in terms of tar-
gets and types of reform that can be articulated distinctly or as part of the same process, Bakker 
(ibid.: 435, table 1) divides these targets and types of reform into three groups—those pertaining 
to resource management institutions, resource management organizations, and resource gov-
ernance. Table 3 presents a modified version of Bakker’s table, adding in particular a summary 
of unfolding trends. The table gives an indication of the possible range of experiences that have 

Table 2: Trends identified as a result of neoliberalization in the water sector

Study	 Kallis and de Groot (2003a)	 Jones (1998)	 Saleth and Dinar (2000)

Region	 European Union	 Organisation for Economic 	 Mexico, Chile, Brazil, Spain,
covered		  Co-operation and 	 Morocco, Israel, South Africa, 
		  Development (OECD)	 Sri Lanka, Australia, China, India

Trends 	 • Naturalization: growth in 	 • Consolidation of water	 • Importance of market-based
identified	    the environmental focus of 	    utilities into larger units	    allocation
	    management	 • Decentralized management	 • Decentralization combined
	 • Marketization: array of 	 • Government shift from	    with privatization
	    processes involving, for 	    provider to regulator with	 • Integrated water resources
	    example, deregulation 	    an increase in PSP	    management: growth in
	    and PSP	 • Greater reliance on tariffs	    national water plans and
	 • Rationalization: integration 	    to achieve a broad range	    coordination of water files
	    of environmental, social,  	    of social, environmental,	    across government
	    and economic goals into	    and economic goals	    departments
	    planning	    	 • Economic viability and physical
	    		     sustainability: cost recovery, 		
			      water quality standards, and 
			      pollution regulation
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evolved across different contexts. Following Bakker’s categorization, trends with respect to the 
neoliberal reform of water resource institutions, organizations, and governance are discussed in 
turn in the following sections.

Reforming Institutions—Deregulation, Reregulation, Liberalization

In terms of institutions, water sector reform was largely directed at opening up new spaces for 
markets and the private sector by reworking regulations and the function of the state. In general, 
the neoliberal discourse vis-à-vis the state was that its appropriate role lay in regulation, whereas 
the private sector ought to deliver services (Lee 1999; Osborne and Gaebler 1992; World Bank 
1993). Interestingly, this would frequently involve rolling back environmental regulations and 
market protections as a precursor to private sector engagement and investment (McCarthy and 
Prudham 2004). In the global South, international financial institutions (IFIs) demanded cer-
tain reforms as conditions for loans (Koeberle et al. 2005). In Africa, reforms required liberal-
ization (the opening of domestic markets) and the privatization of state assets (Ferguson 2006). 
In many Western countries, reforms often involved a weakening of environmental and labor 
protections to render the public sector more attractive to PSP.6

Table 3: Specifying neoliberal reforms with respect to water resources

Resource Area	 Target 	 Type of Reform	 Trend

Institutions (rules,	 Property rights	 Privatization (exclusive water	 Peaked in the 1990s, increasingly 
norms, laws)		  rights, asset sale)	 less common
	 Trade rules	 Liberalization (GATS, NAFTA)	 Controversial; some reregulation 		
			   to avoid bulk water exports
	 Legislation and 	 Deregulation (removal of	 Trend seen in the 1980s and early 
	 regulations	 legislative ‘barriers’ to private 	 1990s; identified with SAPs in the 
		  sector entry, including ‘costly’ 	 global South 
		  environmental legislation)
	 Legislation and 	 Reregulation (new regulations in	 Evident especially in the late 
	 regulations	 response to neoliberal reforms)	 1990s in Western countries

Organizations 
(management 	 Asset management	 Private sector partnerships 	 Decreasing after peak in the late
entities)			   1990s
	 Organizational	 Corporatization and alternative 	 Increasing in some countries
	 structure 	 service delivery	  (e.g., Canada)

Governance 	 Resource allocation	 Introduction of markets and	 Development of new and 		
(decision-making		  commercialization (e.g., 	 different types of markets.
practices and actors)		  distance-based or peak-use	 Pricing reforms are widespread 
		  pricing reforms)	 but subject to a variety of 
			   challenges.			 
	 Performance incen-	 New public management (e.g.,	 Increasing importance in the 		
	 tives/ sanctions	 cost-benefit analysis, bench-	 1990s
		  marking). Commercialization 
		  in terms of full cost recovery.
	 Participation (users, 	 Devolution or decentralization	 Increasing with different types of 
	 intermediaries) 		  actors in new roles

Source: Table modified from Bakker (2007: 435, table 1).
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Despite the emphasis on the regulatory role of governments, rarely did the development of 
the new institutions and mechanisms precede PSP or the rolling back of existing regulations. 
In England and Wales, for example, the reregulation of the water industry arrived several years 
after privatization in response to extreme price hikes, ensuing water poverty, and the return 
of cholera to the island (K. Bakker 2003b). The rapidity with which the regulatory regime was 
established has been found to have engendered several shortcomings that have proven difficult 
to correct (Mumssen and Williamson 2002: 39, 60). In Ontario, Canada, reregulation followed 
a water quality disaster in which 7 people died and more than 1,000 others became seriously 
ill—some permanently (Prudham 2004; Snider 2004). In the global South, researchers argue 
that the policies themselves presupposed certain institutions and social relations that were not 
strongly present, would take decades to develop, and were in fact weakened by the decline in 
wealth and state authority following structural adjustment (Castro 2006, 2007; Dávila-Poblete 
and Rico 2005; Prasad 2006: 684). 

Perhaps, given the lack of coordination between these two processes, deregulation and rereg-
ulation can prove contradictory, with the former inhibiting the implementation of the latter. In 
British Columbia, Canada, for instance, Patrick (2009) has found that earlier rounds of deregu-
lation have made it difficult for municipalities to implement the province’s recent legislation that 
protects source water. On another level, international trade agreements such as NAFTA and 
GATS have allowed foreign companies to challenge the domestic strengthening of environmen-
tal laws to protect ground water quality when it has involved banning a polluting substance (see 
McCarthy 2004; Warner and Gerbasi 2004: 864–866).

Regulatory amendments have also been used to impose changes at the level of organizations 
and governance. In order to make entry into the water sector more attractive to private corpo-
rations, utilities were compelled to cut costs, to reduce expenditures (Hassan 1998; Mumssen 
and Williamson 2002: 45–46), and to operate (and be evaluated) according to business prin-
ciples, such as cost-benefit analysis (Schwartz 2008). These reforms can create difficulties in 
meeting the costs of improved environmental regulation (Jones 1998) and can face problems 
where existing institutional capacity is weak (Schwartz 2008). In Latin America, Castro (2008) 
expects such reforms to persist (irrespective of the introduction of PSP) and to have long-term 
social consequences. 

Reforming Organizations—Finding a Niche for the Private Sector

The private sector has participated in public service delivery (including water supply) in a myr-
iad of forms throughout the post-war period—that is, the participation of the private sector has 
not been simply a feature of neoliberalism (Salamon 2002).7 What is new is the idea that PSP 
presents a universal solution to all challenges (Gleick et al. 2002; Prasad 2006). There are many 
means by which the private sector becomes involved in public service delivery (e.g., contract-
ing, grants). With neoliberalization, the privatization of services (full divestiture, including asset 
sale) and various types of private sector contracting to operate, maintain, and/or build infra-
structure were increasingly encouraged by IFIs in low-income countries and by both govern-
ment and private initiatives in the OECD (Lorrain 1995).8

Privatization and PSP contracts have followed certain geographical trends. Notable currents 
include a concentration first in Latin America in the 1990s and then in East Asia and the Pacific 
after 2002, as well as a paucity of projects in Africa (see fig. 1) and non-urban areas (Jimenez 
and Perez-Foguet 2009). According to Budds and McGranahan (2003: 108), the initial concen-
tration in Latin America can be credited to the region’s large cities and sizable middle class, the 
indebtedness of the utilities, and the depth of existing neoliberal reforms. Contract disputes 
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(and cancellations) would also exhibit clustering, notably with respect to large contracts in Latin 
America and East Asia (Jimenez and Perez-Foguet 2009: 11). As of 2008, close to 60 projects in 
these regions had been canceled or were under distress, representing 34 percent of investment.9

In terms of the type of private sector involvement, there are few examples of full or even partial 
divesture; rather, concessions were most common until the early 2000s. Since then, ‘greenfield proj-
ects’ (involving the building, operation, and transfer of facilities where none had existed before) 
have grown in prominence (see fig. 2). However, despite the increasing number of greenfield con-
tracts, the overall level of investment has declined since the late 1990s. In 2008, investment was 
less than one-third of its 1997 level (fig. 2). The type of private sector partner is also shifting—from 
international corporations to local and regional companies, especially in China (Marin 2009: 29). 

Notwithstanding the growth in the number of PSP projects, PSP remains a relatively minor 
approach worldwide. Approximately 90 percent of water utilities in the world’s 400 largest cit-
ies remain publicly owned and operated, while PSP participation in small cities and rural areas 
is highly uncommon (Hall et al. 2010: 2). Moreover, recent growth in PSP has been driven by 
an increase of incidence in China (involving Chinese companies), with some new projects also 
found in North Africa after 2005 (see fig. 1). This uneven geography was likewise a feature of the 
Latin American experience, with heavy concentration in Argentina (Castro 2008). 

Privatization and PSP have not materialized to the promised extent, a conclusion shared by 
both proponents and opponents of the reform (Budds and McGranahan 2003; Estache 2005; 
Jimenez and Perez-Foguet 2009; Wolff and Hallstein 2005). The issue continues to present 
challenges, however, given that (1) the preparatory reforms have initiated “far-reaching trans-
formations with potentially long-term consequences” (Castro 2008: 66), including legal and 
institutional reforms; (2) even where contracts have been rescinded, difficult challenges remain, 
with Argentina facing 30 separate lawsuits; and (3) the will to pursue PSP has not lessened (Cas-
tro 2008: 66; Prasad 2006). On this last point, various authors, while conceding the shortcom-
ings of PSP, look for other avenues to improve the conditions for investing companies (see, e.g., 
Estache 2005; Franceys 2008; Lee and Jouravlev 1997). 

Figure 1: PSP projects in developing countries, 1991–2008
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Reforming Governance 1—Commercialization, Commodification, Marketization

Market allocation and market-based regulation of resources are among the key tenets of market envi-
ronmentalism in the water sector. Such practices are often predicated on the introduction of private 
property rights, new pricing structures, and new technologies (e.g., smart meters) that enable further 
commercialization. Like PSP, market environmentalism is not a new phenomenon, nor is it uniformly 
applied. Its prominence has increased under neoliberalization (Gleick et al. 2002), but the program 
must be adjusted according to the context, and ‘results’ cannot be guaranteed (Boelens 2009).

The application of commercial principles to water management has a lengthy pedigree. The 
long-term influence of economic interests in water resource development in California is made 
patent in Worster’s (1985) Rivers of Empire. Similarly, the interaction of commodification and 
decommodification of water supply in Cameroon over the last century demonstrates, according 
to Page (2005: 293), that “the commodification of public water supplies is not new, permanent 
or inevitable.” With regard to water tariffs in Latin America, Gilbert (2007) argues that although 
the balance of pricing and subsidization may have been challenged, the idea of charging for 
water services was never seriously questioned. 

Nonetheless, the application of economic tools has not remained static. Several trends in 
water pricing, subsidization, and allocation have emerged over the neoliberal period. Across the 
OECD, prices have increased—in some countries by an average of as much as 8 percent per year 
(Jones 1998). Tariffs are being used to achieve “a wider range of economic, environmental, and 
social objectives” (ibid.: 640), utilities have moved from fixed to volumetric charging with more 
complex tariff structures and metering, the principle of full cost recovery is now widespread, 
costs have increased to meet new regulations, and both the level and transparency of subsidies 
have been challenged (ibid.). In the case of the global South, subsidies have been questioned 
on the grounds that they have not benefited—but rather have disadvantaged—the most needy 

Figure 2: Type of PSP contract, 1991–2008
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(Komives et al. 2005) and that the poor are willing to pay for improved services that can be 
achieved only through better-funded utilities (Rogers et al. 2002).

Despite the widespread drive to treat water as an economic good, the dictum remains con-
troversial and is only partially implemented in practice. The EU Water Framework Directive 
(WFD) provides an example of the contradictory compromises that can emerge to accommo-
date varying perspectives (Kaïka 2003: 304–306). The WFD incorporates the user pays principle 
(UPP), prescribes full cost recovery (including environmental impacts), and advances tools for 
economic analysis as a basis for water management (DG Environment 2008). Yet it requires only 
that full cost recovery be ‘taken into account’, leaves the inclusion of environmental costs to the 
discretion of member states, and defines water as “not a commercial product like any other but, 
rather, a heritage” (European Parliament 2000; see also Kaïka 2003: 304–306). From a practical 
perspective, Jones (1998) has argued that in OECD countries full cost recovery for water and 
wastewater (and the elimination of subsidy) is unlikely, given the degree of investment needed 
in infrastructure. For example, following privatization in Catalonia, cross-subsidies that favored 
residential consumers actually increased (Miralles 2008: 159).

In terms of marketization, several prominent examples of the creation of water markets exist, 
for example, the Southern United States, Australia, and Spain. However, Chile is often promoted 
as the model to be replicated (Dinar and Saleth 2004; Lee 1999). A key lesson that can be derived 
from experiences with water markets is that the extent and nature of the markets developed are 
subject to mixtures of local conditions and external influences. On the one hand, markets are 
politically produced. Haughton (2002) finds that foreign governments and IFIs have crucial 
influence over the creation of new and modified water markets in the global South. Instead of 
a technocratic depoliticization of water management, the new markets reflect the political out-
come of “complex multiagency multiscalar negotiations” (ibid.: 798).

On the other hand, local conditions can constrain the ability to produce the desired market 
arrangements. In western India, water markets did not emerge in an idealized form; rather, 
they had to be re-formed through interaction with already established local norms and rules 
(Dubash 2004). In the Andean countries, the profusion of existing water rights regimes that 
are long established, numerous, and locally specific has posed a significant challenge to the 
institution of a universal market system (Boelens 2009). Finally, in the English case, Karen Bak-
ker (2003b) has shown that despite significant effort, the result of water sector reform was full 
privatization, limited commercialization and unsuccessful commodification. 

Reforming Governance 2—New Actors: From Government to Governance

Of significant interest to many researchers of neoliberalism has been the apparent shift from 
government to governance over the last 25 years. This change entails the decentralization of state 
authority to lower levels of government and supra-national authorities, as well as the introduction 
of new actors (including private corporations, NGOs, and the voluntary sector) into the delivery, 
oversight, and decision-making procedures surrounding the management of public services.10 

With respect to neoliberal water sector reform, the promotion of participation is among the 
items that Karen Bakker (2007: 442) finds in common among both proponents and opponents 
of PSP. The World Bank, for example, calls for improved mechanisms to promote the ‘voice’ and 
participation of citizens, including “direct involvement by users, nongovernmental organiza-
tions and other groups of citizens” as a necessary element of public sector reform (World Bank 
2000: 23). Citizen participation is intended to improve the transparency and responsiveness of 
organizations, resulting in more effective and locally appropriate services that, in some cases, 
lead to community ownership and operation (cf. Subramanian et al. 1997). 
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In practice, while it is widely agreed that a transition from government to governance is 
occurring, the evenness and effectiveness of the introduction of new actors is variable. The 
WFD, for example, arguably encodes a shift from government to governance, in particular, 
through the introduction of water basin councils and a general rise in the influence of unelected 
bodies, such as private firms, lobby groups, and NGOs (Page and Kaïka 2003). Yet their ability to 
participate is limited by their size and financial capacity (ibid.). Timothy Moss and colleagues, 
moreover, find a range of ‘intermediaries’ working among users, service providers, and regula-
tors, significantly affecting relationships between the physical networks and localities (T. Moss 
2009; T. Moss et al. 2009). New actors, however, can have conflicting goals. For example, the 
private sector can be resistant to regulation and limit incentives for user participation (Kaïka 
2003; Page and Bakker 2005).

The rise in prominence of new actors is likewise important in the global South. There, a range 
of public and private groups have long been involved in water supply (Gulyani et al. 2005; Kooy 
and Bakker 2008). Since the early 1980s, organizations that include development associations, 
NGOs, and civil society agencies have increasingly been promoted to strengthen governance 
and to supplement (or even to replace) the state in service provision (Ferguson 2006). In water 
management, this has led to the growing involvement of a range of non-governmental, commu-
nity, and civil society groups in rural and peri-urban areas, as well as the private sector in cities 
(Cairncross 1987; McFarlane 2008). 

Have the Reforms Yielded the Anticipated Results?

Lower Prices and Improved Allocation

A key tenet of market environmentalism is that water is underpriced and thus poorly allocated. 
Nevertheless, the theory also argues that the introduction of private sector discipline will result 
in lower prices through increased efficiency and reduced costs—for example, through staffing 
reductions and competition for contract renewals (Lee and Jouravlev 1997: 52; Shirley 2002). 
Generally, this claim has not been born out in practice. In the case of England and Wales, Has-
san (1998: 194) describes a “spectacular” increase in prices by an average of 70 percent in the 
initial years following privatization (1989–1994), fueled in part by controversially high salaries 
within the privatized companies. The price increases led to problems of affordability and user 
disconnections, which would later be prohibited by law (K. Bakker 2003b; Graham 1997). In 
Bolivia, similar increases in tariffs following privatization meant that many users were denied 
their customary water service (Assies 2003; Marvin and Laurie 1999).

Price increases were often among the preparatory reforms enacted within public utilities in 
order to encourage PSP in the sector. The UK, Greece, and South Africa are examples (Bond 
2002; Hassan 1998; Kaïka 2005). In Athens, these preparatory price increases were not rolled 
back after the anticipated reforms were abandoned, suggesting that privatization was used as a 
means of increasing prices rather than as a route to their reduction (Kaïka 2005: 160). In South 
Africa, the focus on cost recovery through the UPP (as opposed to cross-subsidization) has 
resulted in significant water debt among low-income users (McInnes 2005), as well as cutoffs 
and reduced water access for the poor (Loftus 2006; Ruiters 2007; Smith and Hanson 2003). 

Reduced access due to high prices raises questions with respect to the predicted improve-
ments in water allocation under full cost pricing and the introduction of water markets. Thus, 
beyond the enhanced agricultural activity that was taken to reflect improved allocation in the 
Chilean case (Rosegrant and Binswanger 1994), the assessment should also include issues such 
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as improved environmental protection and user access. Such an approach has been taken in 
Amsterdam. There, practitioners find market-based valuation techniques useful in selecting 
policy options that may or may not promote the further commercialization of the resource. For 
example, they may promote nature protection strategies and limit the extension of metering 
(Dalhuisen et al. 2003).

Effective and Efficient Utilities

Neoliberal reforms were also predicted to yield more effective and efficient water utilities by 
reducing costs and wastage through improved business practice. Below I examine the results in 
terms of improved service quality, reduced wastage, and improvements in conservation. With 
respect to service quality, some PSP projects in West Africa have been found to have generated 
improvements in (1) service quality and reliability, (2) effectiveness and productivity, and (3) 
increased revenue and balanced books (Jaglin 2002: 233).11 Experience in Kenya, on the other 
hand, has demonstrated that raising prices does not necessarily translate into service improve-
ments; there, even the ‘non-poor’ are faced with insufficient water access despite increased 
prices (Gulyani et al. 2005). Similarly, private sector operations in Tanzania are perceived to 
have a variety of detrimental impacts on users (Kjellén 2006). 

In terms of greater efficiency with respect to water produced by utilities and consumed by 
users, the literature demonstrates that while ‘environmental crises’ like droughts and other forms 
of water shortage may encourage neoliberal reforms in the water sector, such reforms will not 
necessarily improve water efficiency and conservation within the utility. In the case of Athens, 
the 1989–1990 drought partially enabled a rescripting of water as an economic good, including 
the restructuring of the rate system to encourage demand management and eventually the par-
tial privatization of the utility (Kaïka 2005: 153–160). The price increases led to an initial drop 
in demand of 20 percent, yet the drive for conservation later came into conflict with incentives 
to expand the system under partial privatization (Kallis and Coccossis 2003). Drought likewise 
yielded unexpected consequences for conservation under privatization in England and Wales. 
In 1995, Yorkshire experienced a severe drought, but users resisted compliance with conserva-
tion demands, reasoning that they were buying water from a private company. Yorkshire Water, 
beholden to water quantity and price-cap regulations, was forced to tanker water into the region 
(K. Bakker 2000; Haughton 1998; Osborn and Marvin 2001). 

Research in a variety of contexts has shown that public utilities are more likely to engage in 
water conservation. Gleick et al. (2002: iv) find that conservation programs are generally scaled 
back or canceled following contracting to the private sector due to the link between revenue and 
sales. This concurs with findings in California that show public utilities to be more pro-active 
with regard to conservation than private utilities (Kallis et al. 2010). In the Canadian context, 
the scope of conservation programming was shown to be reduced under decreasing govern-
ment leadership (through arm’s-length business models) of water utilities (Furlong and Bakker 
2010). However, insufficient regulation is the key issue. A public regulator can legitimate and 
drive conservation whether the utility is public or private (Kallis et al. 2010).

Environmental Benefits

The relatively poor performance of neoliberal reforms on conservation can be contrasted with 
better performance on the environment more generally. Both environmental and neoliberal 
initiatives have the potential to drive one another. In the case of England and Wales, privatiza-
tion of water utilities was both reinforced by and facilitative of new environmental directives at 
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the European level that are credited with the improvement of water quality in the UK. The new 
European regulations made the transfer of costs to the private sector more attractive, while this 
transfer of costs made acquiescing to the extension of European law politically feasible (Hassan 
1998: 163–166). 

Nevertheless, conflicts can arise between the different goals of market environmentalism. In 
England, improvements to the environment were accompanied by questions of user access. In 
Karen Bakker’s (2003b) terms, environmental externalities prior to privatization were traded for 
social externalities after privatization. In Buenos Aires, the water quality situation also improved 
following privatization as a result of upgrades in wastewater treatment. Yet significant price 
increases elevated tensions between the operator and the regulator (see Idelovitch and Ringskog 
1995: 45–46). 

International trade agreements, on the other hand, may present issues in terms of bulk water 
transfer and water quality. The potential for governments to lose authority over bulk water exports 
under NAFTA, for example, has raised alarm among activists and academics (Barlow and Clarke 
2002; Boyd 2003). According to Gleick et al. (2002: 15–16), it is difficult to assess the potential 
impacts of agreements like GATT, NAFTA, and GATS on bulk water trade. However, should raw 
water be classified as a product, it would become subject to World Trade Organization rules that 
would restrict government action once transfers are initiated.12 Concern over such an eventuality 
under NAFTA became the catalyst for a ban on bulk water transfers by all Canadian provinces 
and territories—a rare element of convergence in Canadian water legislation (Hill et al. 2008). 

Investment in Infrastructure and Delivery to the Poor

Improved water delivery for the poor was another forecasted outcome of neoliberal reforms. 
In particular, PSP was expected to enable service extension to non-serviced areas through new 
efficiencies and cost savings. The private sector was to provide much-needed investment for the 
improvement and extension of water and sewerage infrastructure (GWP 2000). Since the 1990s, 
however, the levels of investment in water and sewerage have not increased appreciably. Instead, 
governments—not the private sector or development assistance—have financed infrastruc-
ture improvements, while PSP has concentrated on the more lucrative, as opposed to the most 
needed, projects (Budds and McGranahan 2003; Estache 2005; Jimenez and Perez-Foguet 2009). 
Jaglin (2002: 233) makes the observation that issues of social justice and improved services for 
the poor were presented as indirect consequences of neoliberalization, that is, as would-be by-
products of other reforms. Consequently, there was little proper planning for their realization, 
and the results have been unimpressive.

The experience of private sector involvement in water supply has been geographically seg-
mented, avoiding the poorest areas globally, regionally, and locally. In order to ensure a high 
probability of return on investment, private corporations must seek service areas where the 
demand and the ability to pay for water are both high and secure, usually valued at over $100 
million (Jimenez and Perez-Foguet 2009: 12). This mandate implies a focus on urban areas. 
According to Karen Bakker (2003a: 329), the private sector is unlikely to take an interest in 
conurbations with a population of less than 500,000. Even in urban settings, private operators 
exhibit reluctance to extend services to poor neighborhoods, generally by defining the least 
lucrative areas as beyond the city limits (e.g., Cartegena, Colombia, and La Paz, Bolivia) or by 
excluding ‘informal’ settlements within the contracted area due to their lack of legal land tenure 
(e.g., Cordobá and Buenos Aires, Argentina) (Budds and McGranahan 2003: 110).13

In terms of PSI in infrastructure, a similar pattern is visible. At its peak, the private sector’s 
contribution was only 5 percent of total investment. This level has declined since the 1990s, with 
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the poorest countries least able to attract investment (see fig. 3). In fact, Africa received only 
0.95 percent of private investment, with sub-Saharan Africa (other than South Africa) being 
particularly neglected (Jimenez and Perez-Foguet 2009: 2, 12). Moreover, the length and contro-
versial nature of PSP contracts have a tendency to reduce actual levels of investment (ibid.: 5). 
Finally, given the lack of viability of investing in underserviced areas, Prasad (2006: 688) finds 
that the private sector either ‘cherry-picks’ the most lucrative service areas or looks to develop-
ment funds or the renegotiation of contracts in order to extend services to the poor.

Another postulate in support of PSP in the global South is that it would indirectly benefit the 
poor by freeing up scarce government resources to fund other essential services (de Azevedo 
1998, cited in Haughton 2002: 793). The data, however, indicate that the majority of investment 
in water supply has come from the public sector, even where PSP contracts are found. OECD and 
World Bank data show that, since its peak in 1997, private sector investment (PSI) in water and 
sanitation has decreased by more than two-thirds, even though the number of PSP contracts has 
increased (OECD 2009: 211) (fig. 3). Indeed, Estache (2005) finds that increased PSP is highly 
correlated with increases in public sector investment and fiscal deficit but not with increases in 
private investment or GDP. Thus, while he notes some correlation between privatization and 
increased access and regulation, he concludes that it is the public sector that invests (ibid.: 8–9).

This means a reliance on official development assistance (ODA) and government funds to 
support infrastructure development. ODA, however, provides barely a fraction of the invest-
ment that is needed in developing and middle-income countries (Budds and McGranahan 
2003: 100; Jimenez and Perez-Foguet 2009). Moreover, ODA has a tendency to bypass the poor-
est countries, instead favoring middle-income countries (Prasad 2006: 678). Concurrently, local 
government contributions (although the most significant) remained essentially static throughout 
the 1990s, due to donor requirements for reductions in public spending, compounded by a gen-
eral lack of resources (Jimenez and Perez-Foguet 2009: 1–2). The result is that, in some locations, 

Figure 3: Private sector investment compared with new projects in water, 1991–2008
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progress toward the UN’s Millennium Development Goals (MDGs) is actually regressing (WHO 
and UNICEF 2006).14 

Prominent private sector representatives have themselves argued that the expectations for 
private investment were unrealistic. The Business and Industry CEO Panel, for example, ques-
tioned whether the private sector represented a “realistic solution to underinvestment in water 
systems” (J. Moss et al. 2003: 12; see also Wolff and Palaniappan 2004). The chief executive of 
Saur Group, which manages close to 6,000 water contracts, has similarly articulated the limits 
of PSI, given a premature emphasis on concession contracts, increased risk in developing coun-
tries, unrealistic standards, and the inability of users to pay for the required investments without 
subsidy (Talbot 2002). The World Bank has likewise acknowledged that the risks associated with 
service to the poor are too large a burden for the private sector (World Bank 2005a, 2005b, cited 
in Prasad 2006: 676).

Although there is broad consensus that PSI has not worked for poor or low-income countries, 
there is some debate as to whether OECD countries have themselves seen the expected levels of 
investment. According to the World Bank (Estache 2005), PSI has worked well for high-income 
countries. For Castro (2008: 69), however, in instances of high-profile privatization contracts in 
Europe, the promised investment has not materialized. In the case of Thames Water in England, 
funding came from revenues (96.4 percent) and debt (3.6 percent), while in Athens it came from 
revenues (80.6 percent) and subsidies.15 

New and Reformed Strategies

Adjusting the Program

Given the variety of challenges to producing the desired reforms and achieving the promised 
results, proponents of neoliberalization have advanced adjustments to the reforms. Examples 
include the development of ‘pro-poor’ contracting and regulatory mechanisms (Komives 2002; 
Trémolet and Hunt 2006), differentiated models for private sector involvement (Crean 2002; 
Hardoy and Schusterman 2000), the promotion of GATS to stimulate private investment in 
water and sanitation (Franceys 2008), and the facilitation of water markets through the Internet 
(Meyers 2002). 

Once again these changes in water management reflect broader shifts in neoliberal think-
ing rather than policies developed specifically for the water sector. One example is the ‘new 
minimalist approach’, which focuses on pro-poor programming and the expansion of the infor-
mal sector while retaining key neoliberal tenets, such as private property rights, administrative 
streamlining, the removal of subsidies, and contracting out (Altenburg and Drachenfels 2006). 
Similarly, the post-Washington Consensus (PWC) retains neoliberal principles while seeking a 
strong focus on participation so as to avoid negative impacts on the poor (Ruckert 2006). For the 
water sector, PWC means continued support for privatization with a new sensitivity for effective 
regulatory institutions, competition, and the mitigation of impacts on the poor through various 
methods of subsidization (ibid.: 57, 59). This transfer of costs to the public sector is described by 
Ruckert (2007: 101) as “accumulation by subsidization.”

Pro-poor PSP Projects

Pro-poor water and sewerage contracts are an example of the implementation of adjusted neo-
liberal prescriptions. Experience is widespread, with projects in Latin America, Africa, and Asia. 
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Three key themes in the pro-poor literature are (1) the promotion of differentiated (cheaper) 
services for poor households, (2) participation to determine users’ willingness to pay (and thus 
the appropriate level of service), and (3) government subsidy to meet service needs for the poor 
(Debomy et al. 2005; Komives 2001; Trémolet and Hunt 2006). Where a service area has mixed 
income and service levels, for example, some prescribe an open PSP model that involves other 
actors in service delivery, as well as a government fund to support services for the poor (Har-
doy and Schusterman 2000). While these moves appear to establish a form of cherry-picking, 
the diversity of PSP approaches that have emerged (including pro-poor) also demonstrates the 
limitations of neoliberal water sector reform, with the English model as “the exception rather 
than the rule” (Haughton 2002: 804).

Among the early examples of pro-poor PSP projects is that of La Paz-El Alto, Bolivia. There, 
the government designed a contract specifically aimed at expanding an equal level of service 
to unconnected residents (Komives 2002). The contract stipulated the tariffs and connection 
fees, the type of connection (in-house), and the minimum schedule for network expansion. The 
contract was awarded to Aguas del Illimani in 1997. Despite positive results, including timely 
network extension in the first two years (Komives 2001), in 2003 residents engaged in a mass 
protest against the utility (Laurie and Crespo 2007). 

There are differing perspectives on what went wrong. According to the World Bank, the con-
cessionaire was meeting agreed targets, but it required greater flexibility in determining the 
level and type of service (as neighborhood consultation could reveal the desire for a cheaper 
level of service), the removal of barriers to servicing the poor (e.g., issues with land tenure), and 
financial incentives consistent with extending services (Komives 2001: 62). Laurie and Crespo 
(2007), on the other hand, reject differentiated service types (in this case, condominial water 
and sewerage connections),16 highlight the fact that the contract received only one bid, and 
explore the hidden costs of the PSP contract, such as the elimination of subsidies for public 
institutions, which led to high municipal water debt and water cutoffs to hospitals and schools 
in 2003. Others point out that the project did not make any money in its first three years, thus 
raising questions about its repeatability (Budds and McGranahan 2003: 109).

Community Management

The advancement of community-led or participatory management of local water supplies is a 
proposal that appeals to both proponents and opponents of neoliberalization. The advancement 
of participatory, community-led management for certain segments of society has existed in 
World Bank literature since the early 1990s as part of its advocacy of privatization. In its report 
Water Resources Management, the World Bank (1993) highlights the use of community associa-
tions for service delivery, as well as participation to understand the level of service desired by the 
poor. In its report of the following year, the World Bank (1994: 8, 10) details the role of commu-
nity sectors in providing services to rural areas and low-income settlements where “commercial 
and competitive activity is constrained.” For similar reasons but different purposes, community 
management is also advocated as a response to the neglect of rural and low-income areas by 
traditional state utilities and the private sector. Those who promote community management 
often see it as an alternative that is capable of addressing the specificity of local needs, that is 
more readily achievable in many neglected areas than waiting for the state, and that gives a sense 
of empowerment and ownership to local residents (see K. Bakker 2008).

Community management has also met with reservations. A key concern is its potential to 
facilitate cherry-picking by the private sector, leaving already disadvantaged groups with infe-
rior services from which the state and the private sector have both divested (K. Bakker 2008). In 
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Jaglin’s (2002: 232) terms, community-run supplies reflect “a compromise between the ambition 
to provide universal access to water and the principle of cost recovery.” Such programs thus con-
tain elements of differentiated services, but the costs are transferred to user organizations rather 
than the government, which might otherwise provide subsidies (ibid.). According to Jaglin’s 
research, participatory approaches can help to extend services but can also result in unstable 
systems, given the difficulty of raising capital. They thus risk producing a lower level of service 
provision that can be “very difficult to upgrade” (ibid.).

Other researchers express unease with the romanticization of ‘community’, just as they might 
with the idealization of the private sector (McGranahan and Mulenga 2009). Rather than uni-
form and uniquely just results, proponents should expect to confront a range of outcomes, not 
all of which are in opposition to neoliberalization. As Page (2003) shows, community-led man-
agement is not antithetical to commodification and can take place as an active disengagement 
from state services, having repercussions for the solvency of the wider state-run system. More-
over, participatory processes can be complex and time-consuming (Sabatier et al. 2005), may 
not exhibit fairness (Cooke and Kothari 2001), and can be hindered by a shortage of political 
capital or funds (Blair 2000). Karen Bakker (2007: 445–446) lists various other alternatives to 
neoliberalization, finding the most progressive to be those that involve reforming state gov-
ernance while strengthening “alternative local models of resource management,” which, like 
public utility partnerships, may be replicable across contexts.

Public Utility Partnerships

Public utility partnerships (PUPs) involve the development of capacity-building relationships 
between publicly owned utilities. PUPs may be local, regional, or international and generally 
involve one public utility providing support to one or more others that have not yet achieved the 
same level of sophistication (technical, managerial, etc.) or service provision (water quality and 
quantity, coverage, etc.). Activities have included training, consulting, management and admin-
istration services, financial remodeling, and joint investment initiatives (Hall 2000: 3). Such 
relationships have been growing over the past 20 years, and, with 130 PUPs in 70 countries, “far 
more countries host PUPs than host PPPs [i.e., PSPs] in water” (Hall et al. 2010: 10).

PUPs have been supported through EU initiatives—such as the Baltic Sea Joint Compre-
hensive Environmental Action Programme and the TACIS (Technical Assistance to the Com-
monwealth of Independent States) program—with many of them operating between Western 
European countries and those of the former Eastern bloc (Hall 2000). The United Nations 
Secretary-General’s Advisory Board on Water and Sanitation (UNSGAB) operates the Water 
Operators Partnerships (WOPs) program directed at “providing support for capacity building 
of public water operators” (UNSGAB 2007). Funding has come from a range of donors includ-
ing the World Bank, the EU (which promised 40 million euros for 2010), and the International 
Bank for Reconstruction and Development (Hall 2000).

Researchers at the Public Services International Research Unit (PSIRU) of the University 
of Greenwich find that PUPs are successful in capacity building and knowledge transfer. They 
attribute this to “underlying objectives and motivations, the basis of the partnership and the 
configuration of accountability networks,” as well as to mutual trust and a public sector ethos 
(Lobina and Hall 2006: 3, 6). The researchers do, however, identify some potential issues. These 
include instances when PUPs involve the restructuring of the host utility (usually corporatiza-
tion), joint ventures (when the visiting partner obtains some level of ownership), and the subse-
quent introduction of PSP (Hall 2000: 8). Like PSP, PUPs can take on many forms. Beyond the 
straight capacity-building relationship between two public sector utilities, PUPs have included 



64  n  Kathryn Furlong

relationships whereby publicly owned water corporations have engaged in contracted services 
both within their own countries and internationally, for profit and as development projects.

Public Corporations

Publicly owned corporations for water supply are not new, but interest in them is growing, given 
their embodiment of certain private sector principles—such as cost recovery, business-like man-
agement, and independence from government (Schwartz and Blokland 2002: 221)—and the 
opportunities they present for amalgamating small utilities (Rouse 2009). In the South African 
context, Smith (2004) refers to such organizational models as the ‘second wave’ of neoliberalism. 
Others go further, classifying the model as a form of privatization as it “is often seen as a first 
step towards more explicit forms of private sector involvement” (McDonald and Ruiters 2005: 
3). However, experiences are not easily generalized. Supported by federal regulation, Bogotá’s 
municipal water corporation EAAB has achieved coverage and water quality levels that place it 
among the top-performing utilities in Latin America (Gilbert 2007; Murillo and Nieto 1997).

In Colombia, the municipal corporation model has been in place for water supply in many 
cities for more than half a century: in Bogotá since 1914, Cali since 1931, and Medellín since 
1955. In the Netherlands, the model’s dominance has grown rapidly since 1975 (Blokland 
and Schwartz 1999). Both cases present interesting takes on PUPs. The Empresas Públicas 
de Medellín (EPM)17 is a public corporation that is wholly owned by the city of Medellín, to 
which it pays a dividend ($274 million in 2008).18 It has contracts for water and energy sup-
ply across Colombia, both lucrative ones (e.g., Bogotá, now concluded) and others directed at 
development (e.g., Quibdo). The company has made extensive social investments, including 
service extension, the building of public libraries, youth programs, and community lighting, 
among others (EMP 2008b).

In the Netherlands, while public limited corporations (PLCs) are responsible for water supply, 
public ownership of these PLCs is guaranteed by amendments made to the Water Supply Act in 
2004. In 2006, Holland’s two largest PLCs formed a subsidiary, Vitens-Evides International (VEI), 
with the goal of supporting progress toward the MDGs through WOPs.19 VEI’s funding is raised 
through donor agencies, among them the Netherlands Development Corporation, the World 
Bank, the European Bank for Reconstruction and Development, and the Asian Development 
Bank.20 VEI currently has nine international projects in seven countries, including two manage-
ment contracts (Ghana and Malawi) with a total budget of 36.35 million euros (VEI 2009).21 The 
management contracts are established on a cost recovery basis following the same philosophy as 
WOPs. Nevertheless, such contracts can be controversial. The Ghanaian contract was the subject 
of such extensive criticism on the part of the National Coalition against Privatization (NCAP 
2009) that the Ghanaian government decided to look into canceling the contract.22

Conclusion

This article presents a review of the literature on water supply neoliberalization, assessing its 
conceptual roots, trends, outcomes, and reformulations. First, I detailed the particular prescrip-
tions for water sector reform under neoliberalization, contextualizing them within the neolib-
eral ideas from which they derive. I then presented the actual trends in water sector reform over 
the neoliberal period, focusing on reforms to the institutions, organizations, and governance of 
water management. Building on this discussion of trends, I next analyzed the degree to which 
the program has brought about the results predicted by its proponents. On most indicators, the 
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program falls short of meeting its claims. In cases where improvements are seen, they may come 
at the expense of regression in other areas. 

This is among the key findings of the article—that contradictions exist in the program between 
the prescriptions and the predicted outcomes, among the reforms themselves, and between the 
ideology and the ability to impose it. First, in terms of programs and goals, obvious examples 
include the incompatibility between user-pay full cost recovery and declining prices; between 
PSP and increased investment in infrastructure; and between business-driven management 
and improved water conservation. The limits of the program in meeting the range of outcomes 
envisioned is perhaps unsurprising, given the inherent assumption that vastly different policy 
goals (e.g., increased access for the poor and environmental improvements) can be met through 
like organizational reforms (e.g., PSP). Second, the policy prescriptions themselves can come 
into conflict with one another. For instance, it was shown how earlier rounds of deregulation 
can inhibit the effectiveness of future reregulation. Moreover, PSP and privatization led to the 
need for further regulation, as opposed to deregulation, and imposed limits to participation that 
would include the empowerment of non-state actors beyond the private sector, such as com-
munity groups. Finally, there is the contradiction between the ideology and the ability to impose 
it. Most prominent is the stated doctrine of reduced government involvement in terms of both 
regulation and service delivery. In practice, this results in the need for reregulation in order to 
preserve the neoliberal order (e.g., by mitigating its most deleterious consequences, such as water 
cutoffs), as well as a dependence on public sector subsidies to ensure the system’s maintenance 
(Ruckert’s “accumulation by subsidization”). 

Given these challenges, as opposed to direct implementation, a constant revision of programs 
and of their focus and goals is necessary. In these reformulations we see the attempt of propo-
nents of neoliberalism to narrow the scope of their ambition, acknowledging, for instance, their 
inability to extend service to low-income areas or to secure reinvestment in infrastructure. 

The evidence of contradictions and of the limited achievement of stated goals does not 
complete the need for analysis. As Ferguson (1990: 254) states, the most important aspect of a 
reform is “not so much what it fails to do but what it does do; it may be that its real importance 
in the end lies in the ‘side effects.’” Thus, for example, beyond the fact that privatization has been 
limited, it is important to recognize that ultimately PSP has proved to be a regional and urban 
force, as opposed to a global one; that it has moved from a multinational to a national corporate 
program; that it has driven and been driven by reregulation; and that it has created possibilities 
for a host of new actors beyond the state. PSP hints at a resource neoliberalization that seeks 
opportunity rather than uniformity. It does not need to pit the state against the private sector, 
nor is it always obliged to seek out new and radical methods. Instead, it may draw on existing 
practices (such as state subsidization and even service delivery) to sustain its programs while 
reformulating its goals.
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	 n	 Notes

	 1.	 Recent assessments show that 2.5 billion people lack access to improved sanitation facilities, includ-
ing 1.2 billion who have none at all (WHO and UNICEF 2008: 2), and that 884 million people are still 
reliant on unimproved drinking water (ibid.: 23).

	 2.	 Private sector partnerships (PSP) are rarely, if ever, found in rural areas of the global South because 
these regions “often present a commercially unattractive combination of low demand and high cost of 
service provision” (Andrés et al. 2008: 46). Yet 86 percent of those lacking access to improved drink-
ing water and 74 percent of those lacking access to improved sanitation live in rural areas (WHO and 
UNICEF 2008: 53). 

	 3.	 For a critique of these neoliberal reforms, see Harvey (2005) and Stiglitz (2002).
	 4.	 The ‘hydraulic age’ refers to the period in water management defined by supply-driven management, 

large infrastructure projects, and universal water provision at low or no cost to the user (see Goubert 
1986; Melosi 2000).

	 5.	 In 2001, five companies represented 80 percent of the population served through PSP in the global 
South: Suez (36 percent), Saur (15 percent), Veolia (12 percent), Agbar (11 percent), and Thames 
Water (6 percent). Between 2001 and 2007, their share of the market decreased to less than 60 per-
cent, as new private operators grew in prominence (Marin 2009: 29–30).

	 6.	 For the circumstances and outcomes of these reforms in Ontario, Canada, see Prudham (2004).
	 7.	 Already in 1982, the private sector (non-profit and for-profit) delivered 60 percent of “government-

financed human services” at the local level in the US (Salamon 2002: 3). The phenomenon is also 
widespread among European welfare states (except Scandinavia) (ibid.: 6).

	 8.	 There are several contracting options. See Kessides (1993: 19) for a comparison of the various orga-
nizational arrangements, including contracting, build-operate-transfer (BOT), leasing, etc.

	 9.	 See the World Bank Group’s Web page, “Private Participation in Infrastructure Database: Sec-
tor Data Snapshots Water and Sewerage,” http://ppi.worldbank.org/explore/ppi_exploreSector.
aspx?sectorID=4 (accessed 1 July 2010).

	10.	 A number of authors have written about this shift. See, for example, Brenner (2004), Jessop (1999), 
Jouve (2005), and Rhodes (1997).

	11.	 Jaglin (2002) draws on the work of Lavigne (1995), Plane (1998), and Rivera (1996).
	12.	 For a full debate on issues surrounding water and GATS, see the special issue of Progress in Develop-

ment Studies, edited by Brown et al. (2008). 
	13.	 Here Budds and McGranahan (2003) draw on the work of Carbonel (2000), Nickson (2001a, 2001b), 

and Trémolet (2002). 
	14.	 Between 1990 and 2004, the number of people lacking access to safe drinking water and sanitation in sub-

Saharan Africa increased by 23 percent and 30 percent, respectively (WHO and UNICEF 2006: 2, 10).
	15.	 The data, which come from the PRINWASS project coordinated by J. E. Castro (see Azpiazu and 

Schorr 2004; Kallis and Coccossis 2004), are available at http://www.prinwass.org.
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	16.	 Condominial connections reduce costs by using smaller diameter pipes and shallower burying meth-
ods. In the case of La Paz-El Alto, community labor was also used to lay the pipes and was compen-
sated through reduced connection fees (Laurie and Crespo 2007).

	17.	 The EPM is responsible for water, sewerage, and energy services. 
	18.	 The level of the dividend paid to the municipality by EPM is set at 30 percent of profits. In 2008, the 

dividend constituted 19.6 percent of the municipal budget (EPM 2008a, 2008b).
	19.	 Vitens-Evides International, “Position Paper,” http://www.vitensevidesinternational.com/downloads.

html (accessed 1 July 2010).
	20.	 Vitens-Evides International, “Corporate Brochure,” http://www.vitensevidesinternational.com/downloads. 

html (accessed 1 July 2010)
	21.	 Information on the Malawi contract is not included in the 2008 report as it began in 2009. The 

information can be found on the VEI Web site at http://www.vitensevidesinternational.com/projects/
malawi.html.

	22.	 “I’ll Look into AVRL Operations—Minister-Designat,” Ghana Business News, 24 February 2009, http://
ghanabusinessnews.com/2009/02/24/i%E2%80%99ll-look-into-avrl-operations-%E2%80%93-
minister-designate/ (accessed 1 July 2010).
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