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Introduction

In recent years, the privatization of water has become increasingly common,

particularly in South America. Citing solutions to budget problems, aging water systems and

minimal access, companies purchase public water utilities and operate them privately. Water

privatization has been a huge success in many countries across the world, but it has also

been a massive failure in others, creating controversy. South America has a particular

relation to water privatization due to the continent’s abundance of natural resources and

history of colonial rule and exploitation. Countries like Bolivia, Chile, Colombia, Ecuador and

Argentina all have some degree of water privatization, and with mixed results. The

International Monetary Fund and World Bank are the main catalyst behind water

privatization, due to their policies of conditional lending. For example, in the case of Bolivia,

water privatization was highlighted as a requirement for the Bolivian government to retain

state loans. Facing the pressure of losing international investor relationships, the Bolivian

government accepted a deal from the Bechtel Corporation of the United States. The public

outrage in response to rising water prices and loss of ownership over community wells led to

the Cochabamba Water War. Hundreds of protestors gathered across the city in early 2000,

and martial law was declared. The response in Bolivia has become the cautionary tale

against water privatization and the start of a reduced emphasis on privatization that has

begun to spread.

Despite the overwhelming failure in Boliva, water privatization has persisted across

South America due to success stories such as Colombia. Since privatization, water

accessibility across the country has improved greatly, even reaching universal coverage in

some cities. The impact on efficiency has been overwhelmingly positive, as well as

extremely beneficial to the citizens. The World Bank found that a considerable amount of the

savings achieved through efficiency gains trickled down to the customers and was not just
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kept within the conglomerates. Water rationing is now much less frequent and

privately-owned water is considered much better to drink than public utilities.

Many argue that it is the execution of water privatization that determines its success.

Countries that have achieved the original goals of privatization (increased efficiency,

improved service quality, solution to budget problems) have done it because the

corporations responsible practice equitable division of resources and operating with ethics,

while failures were due to unyielding capitalist culture at the expense of locals. On the other

hand, many argue that majority of the success stories were from MEDCs with already stable

water systems, and that privatization is just a new way of imposing neoliberalism on

countries of the Global South, more specifically South America.

Definition of Key Terms

Water privatization

When private corporations buy or operate public water facilities

Global South

A term used to refer to less economically developed countries, while the Global North

refers to more economically developed countries

Neoliberalism

A political approach that favors free-market capitalism, deregulation, and reduction in

government spending

International Monetary Fund

International financial institution consisting of 190 countries working to foster global

monetary cooperation, secure financial stability, facilitate international trade, promote

high employment and sustainable economic growth, and reduce poverty around the

world

World Bank

International financial institution that provides loans and grants to the governments of

low- and middle-income countries for the purpose of pursuing capital projects

Background Information
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Water privatization in South America is mainly due to aging water systems, lack of

accessibility, and general issues with public utilities. Privatization is implemented due to the

belief that a corporation will have better resources and the potential to improve the situation.

Neoliberalism

Neoliberalism is a political ideology that believes in free markets, economic growth

through businesses, and commercial development. Neoliberal models have been

used to great success in many countries, but it can have extremely detrimental

effects by taking the power out of the hands of citizens, in placing it with corporations.

In South America, the domination of corporate culture is thought to be a solution to

unstable and ineffective governments, and private ownership appears more

trustworthy, especially when handling precious resources such as water. Originally,

neoliberalism was introduced to the continent in order to improve foreign interest and

relations, and to encourage economic growth. Many governments quickly sold

concessions to large businesses so as to improve development and earn more

money, but these changes came at the expense of their citizens and their rights over

water.

External Influences

External influences such as the International Monetary Fund and the World

Bank have a great impact. Governing bodies of the IMF and World Bank are

elected by the United Kingdom and United States, so they do not accurately

represent the interests of the Global South. Both organizations are used to

bring about economic growth and development through market liberalization.

South America’s history of colonial exploitation and lack of foreign investment

has left the continent with a lack of infrastructure and very few manufacturing

sectors, forcing many countries to borrow funds from the IMF and World Bank

without the ability to repay the debts. Heavily influenced by free market

countries like the US and UK who wanted free reign investment opportunities,

privatization clauses were added as requirements for countries to continue

borrowing. South American governments were not only required to sell

state-owned companies, but tariffs had to be reduced or eliminated

completely, allowing other countries ample opportunity for development and

exploitation. In summary, the external influences that bring about water

privatization do it in the hopes of achieving economic benefits at the expense

of locals and their right to water.
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Commoditization

For many years, water was treated as an unlimited resource that we could consume

infinitely. Slowly with the growing spread of globalization and capitalism, we are

realizing that this is false, and the treatment of water as a commodity has begun. In

2000, the World Water Forum defined water as a human need (instead of a right),

and since then, many governments and companies now view water as something

that be can sold and marketed, and resources are being bought up globally. As

corporations are required to make a profit for their shareholders, the price of water is

being driven up constantly, rates even skyrocketing to 150% in some areas. Not only

is water becoming too expensive, but government workers in South America are

losing their jobs to multinationals and the economic turmoil that locals face is

increased. Citizens are suffering greatly due to the elimination of water as an

international human right, while businesses are profiting and drying up our natural

resources.

Timeline of Events

The following timeline briefly outlines key events regarding water privatization in

South America from 1981 to 2020 (note this timeline does not cover every event that led to

this issue):

Date Description of event

1981

Chile’s 1981 Water Code is established and eliminates government involvement

in the controlling of water systems. Citizens and companies became legally able

to exploit natural resources.

1989

Economist John Williamson proposes The Washington Consensus, a set of ten

economic policy prescriptions to help reform crisis-wracked developing

countries. This was done in collaboration with the IMF, World Bank and the US

Department of Treasury, and “built the pillars of market liberalization, fiscal

austerity, and privatization”.

1991

Buenos Aires, Argentina begins one of the world’s largest privatization

programs. This was a major event and demonstrated the spread of privatization

across South America.
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1997
Privatization of water in Bolivia, one of the biggest case studies of water

privatization and a common example used to highlight its failures.

2000
Cochabamba Water War drew attention to the real-world impact privatization

has on citizens, and their immense desire to reclaim their water rights.

2012

Report on Water and a Green Economy in Latin America and the Caribbean

(LAC) is published and presented to the UN. This was one of the first instances

of presenting water privatization as a human rights issue that requires UN

intervention.

2019
Austria forbids the privatization of water in it’s constitution. This act further

established privatization as an increasingly negative and destructive practice.

2020

Report by the Special Rapporteur on Privatization and the human rights to water

and sanitation presented the United Nations and caused immense controversy

that is yet to be resolved

UN Involvement, Relevant Resolutions, Treaties and Events

UN involvement with water privatization in South America has been minor. Few reports have

been authorized on the subject, and no resolutions have been written on the topic. The

following links are to United Nations reports related to the topic:

● Report on Water and a Green Economy in Latin America and the Caribbean (LAC)
(https://www.un.org/waterforlifedecade/pdf/water_and_a_green_economy_in_lac_jun
e_2012.pdf)

● Privatization and the human rights to water and sanitation, report by the Special
Rapporteur on the human rights to water and sanitation, Léo Heller
(https://www.ohchr.org/Documents/Issues/Water/10anniversary/Privatization_EN.pdf)
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