FEATURES I

Privatization, the World Water Crisis, and the

Social Contract

Richardson Dilworth, Drexel University

o deny someone the right to water is

tantamount to denying them the right
to life, and to set a price on water is to
set a price on life. It comes as no sur-
prise then to find a good amount of anxi-
ety and contention over who gets to set
the price of water and how much they
charge. And over the past two decades,
throughout both the developed and de-
veloping world, setting the price of water
has fallen increasingly to private compa-
nies at the same time as various demo-
graphic changes have increased water
scarcity. Thus we hear water described
simultaneously in terms of both a hu-
manitarian crisis of global proportions—
one standard though very rough figure is
that more than one billion people lack
access to safe drinking water (Davis
2005, 146; Black 2004, 28)—and as the
“oil of the 21% century” (Wessel 2005).

The lively discussion over the myriad
roles played by private companies in the
distribution of the world’s water—known
collectively as “public-private partner-
ship,” “private sector participation,” or
merely “privatization”—falls roughly
into two types, which I will here call
“technical” and “moral.” The technical
discussion, dominant in academic and
policy circles, revolves around the rela-
tive costs and benefits of public versus
private supply of water in terms of water
quality, water pricing, capital investment,
extent of water service, and environmen-
tal protection (see the review of this lit-
erature by Davis 2005). The moral
discussion, dominated by activists (Pe-
trella 2001; Barlow and Clarke 2002;
Shiva 2002) and activist journalists
(Rothfeder 2001; Ward 2002; Inter-
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national Consortium of Investigative
Journalists 2003; Holland 2006), focuses
on water privatization as a facet of
global corporate capitalism, with particu-
lar stress laid on the fact that the water
industry is dominated by only a few
transnational corporations, aided by
World Bank and International Monetary
Fund loan provisions requiring private
sector participation in water infrastruc-
ture development (Conca 2006, 221-3;
Davis 2005, 154; Center for Public In-
tegrity 2003). To the extent that these
authors concern themselves with the ac-
tual effects of privatization, it is usually
to discuss a few well-known cases of
failed privatization efforts, such as that
which occurred in Cochabamba, Bolivia
(Finnegan 2002; Barlow and Clarke
2002, 154-5; Black 2004, 78-9; Conca
2006, 238; Davis 2005, 166-8).

While the technical discussion of
water privatization largely fails to ad-
dress the larger moral implications of its
subject, the moral discussion of water
privatization largely fails to suggest any
realistic policy solutions, instead resort-
ing in most cases to a call for “grass-
roots” control that, I argue, fails to
address urbanization as one of the chief
causes of world water scarcity. I thus
seek to reconstruct the moral argument
against water privatization by following
the lead of many authors in defining the
moral illegitimacy of water privatization
in terms of the social contract. That is, if
the moral responsibilities inherent in
civil society are defined by the initial
social contract (Hobbes [1651] 1962,
101-2; Rawls 1971), and if the current
social contract allows for water privatiza-
tion that denies the human right to water,
then it is necessary to reformulate the
social contract—or, as it has been called,
the “world water contract” (Global Com-
mittee for the Water Contract 1998; Pe-
trella 2001).

The social contract delivers human-
kind out of that most fundamental collec-
tive action dilemma, the state of nature,
by setting up a system of incentives that
compels citizens to interact peacefully.
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Key to a successful social contract, then,
is a system of incentives appropriate to a
given state of nature, or, in other words,
incentives premised on a reasonably
accurate appraisal of human nature.
“Human nature” is of course a construct
of a specific place and time, which thus
requires a different social contract in dif-
ferent contexts (cf. Macpherson 1962). I
argue here that one problem with the
moral argument against water privatiza-
tion is that it fails to take urbanization
into account in its implicit assumptions
about human nature and thus formulates
a world water contract inappropriate for
an urbanizing world. The meaning of
water is to some extent culturally relative
(Blatter, Ingram, and Levesque 2001;
Espeland 1998), yet few would question
the fact that, across all cultures, some
minimal level of water is necessary for
basic sustainability (Gleick 1996), and
the changes in land use that come from
the industrialization and population
growth known as “urbanization” create
water stress that threatens sustainability
(see, for instance, UN World Water As-
sessment Program 2006, chap. 3). I thus
offer an alternative formulation of the
world water contract for an urbanizing
world; one that seeks to return to earlier
notions of the city as a commercial asso-
ciation and which borrows and extends
the notion of corporate citizenship from
the literature on business ethics.

While I hope my reformulation of the
world water contract is more realistic
than others, I readily admit that it is still
probably of more theoretical than practi-
cal relevance. Possibly more importantly,
I hope that my critique of moral argu-
ments against water privatization will
provide a new tool to those such as my-
self who teach about water politics and
policy. Books by opponents of water pri-
vatization are often sensational and
alarmist but they do raise legitimate con-
cerns about the commodification of a
natural resource that can help students
recognize the significance of the other-
wise seemingly arcane academic litera-
ture on water administration. The
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argument here hopefully provides a way
to link the popular and academic litera-
ture on privatization, while at the same
time placing them both in the larger con-
text of political theory. Toward this latter
end, I suggest how my critique of the
anti-privatization literature applies to
Thomas Arnold’s (2001) notion of a
moral economy of social goods.

My argument involves the theoretical
significance of what is an important
though small fraction of the lively and
multi-faceted debate over alternative
forms of water administration; left out of
the discussion are such important topics
as the anti-dam movement and the
growth of Integrated Water Resources
Management as a more holistic way of
balancing the needs of multiple stake-
holders, including the environment. In-
deed, by looking only at opponents to
water privatization who propose grass-
roots policy alternatives, I do not
even address the whole of the anti-
privatization movement, which includes
as well those who oppose privatization
not because of concerns about the human
right to water, but simply because they
want to preserve the “status quo of mo-
nopolized state authority, public sector
jobs, and subsidized water prices”
(Conca 2006, 247).

Water Privatization and lis
Discontents

Opposition to water privatization is
hardly a new phenomenon. In response
to recurrent cholera epidemics in
nineteenth-century England, where most
waterworks had been privately owned
and operated, the 1869 report of the
Royal Commission on Water Supply
noted that “of late years many towns ...
have resumed the ancient principle by
taking the control of the water supply
again into their own hands. ... A suffi-
ciency of water supply is too important a
matter to all classes of the community to
be made dependent on the profits of an
association” (quoted in Magnusson 2001,
172). A century later, in 1989, the
Thatcher government, in one of its most
unpopular initiatives (Marvin and Guy
1997, 23), privatized the country’s water-
works by selling off 10 regional water
authorities in England and Wales, the
largest of which became Thames Water
PLC. In 1995, Thames Water expanded
internationally and by 1999 was involved
in various ways with water infrastructure
projects in Thailand, China, Australia,
Puerto Rico, Turkey, Indonesia, Chile,
and the United States, and is the world’s
third largest water company, although it
is now a subsidiary of the German utility
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company RWE (Thames Water 2006; see
also Public Citizen 2005a). By 2002, the
three largest water companies—Thames
Water and the two French giants Suez
and Veolia—served approximately 280
million people with water in Europe,
North America, South America, the Ca-
ribbean, the Middle East, Africa, and
Asia, generating approximately $22.6
billion in revenues (Tagliabue 2002, AS).
The companies have more recently an-
nounced plans to withdraw much of their
investments in water service in the de-
veloping world (UN Water Assessment
Program 2006, 69-70), though they still
currently have a large international
presence.

As the globalization of the private
water industry began in Europe, so too
did some of the first resistance to that
industry, starting at least with the “Water
Manifesto” issued in 1998 by the Global
Committee for the Water Contract (also
known as the Committee for the World
Water Contract, or CWWC), led by for-
mer Portuguese President Mario Soares,
which declared that water “belongs to all
the inhabitants of the Earth in common.
None of them, individually or as a group,
can be allowed the right to make it pri-
vate property.... Water ... is not an ex-
changeable, marketable commodity”
(Global Committee for the Water Con-
tract 1998). The secretary of the CWWC
was Riccardo Petrella, a longstanding
political activist and academic, who in
2001 elaborated upon the message of the
CWWTC in his book The Water Mani-
festo: Arguments for a World Water
Contract.

In North America, in the same year
Petrella’s book was published, a con-
certed movement against water privat-
ization was initiated through the Blue
Planet Project (BPP) of the Council of
Canadians (CoC), which describes itself
as “Canada’s largest citizens’ organiza-
tion ... promoting progressive policies
on fair trade, clean water, safe food, pub-
lic health care, and other issues of social
and economic concern to Canadians”
(Council of Canadians 2006). The scope
of the BPP extends well beyond Canada,
however, as indicated by its “Treaty Ini-
tiative to Share and Protect the Global
Water Commons,” ratified by “1000 del-
egates from 40 countries” during the in-
augural summit meeting of the project in
2001 (Blue Planet Project 2001; see also
Conca 2006, 241). The global focus of
the treaty is evident in its declaration that
“the Earth’s fresh water [is] to be a
global commons, to be protected and
nurtured by all peoples, communities and
governments of all levels .. .. [F]resh
water will not be allowed to be privat-
ized, commodified, traded or exported

for commercial purpose and must imme-
diately be exempted from all existing
and future international and bilateral
trade and investment agreements.” In
2002, Canadian political activists Tony
Clarke and Maude Barlow (co-founder of
the BPP and former national chairperson
of the CoC) followed up the initial sum-
mit meeting with their book Blue Gold:
The Fight to Stop the Corporate Theft
of the World’s Water, which includes a
10-point statement on the “guiding prin-
ciples and values” of sound water man-
agement that is an elaboration of the
previously cited declaration from the ear-
lier treaty.

Finally, although the major water com-
panies were somewhat late to enter India,
opposition to privatization has been nota-
bly vocal there, especially through the
environmental activist and scientist Van-
dana Shiva, whose book Water Wars:
Privatization, Pollution and Profit, deal-
ing mostly with her home country, was
published in 2002. Similar to Barlow and
Clarke’s 10-point statement, Shiva out-
lines nine principles of “water democ-
racy,” among which she notes, similar to
the statements of both the CWWC and
the BPP, that water “is by nature a com-
mons. It cannot be owned as private
property and sold as a commodity”
(2002, 36).

Taken together, the books by Petrella,
Barlow and Clarke, and Shiva represent
a broad section of the movement against
contemporary water privatization, and in
the following section I use them as my
principle examples of a relatively new
call for grassroots control that is also
conceived by many in the movement as a
call for a new social contract. Petrella
and the CWWC are the only ones I ex-
amine who actually use the language of
social contract, yet the language used by
the others suggests the same. For in-
stance, the BPP treaty is in part self-
consciously styled on that more famous
document calling for a new social con-
tract, the American Declaration of Inde-
pendence, as it announces for instance
that “We proclaim these truths to be uni-
versal and indivisible ...” (Blue Planet
Project 2001, 2). And Shiva notes (2002,
15) that “Ending the water crisis requires
rejuvenating ecological democracy” thus
suggesting a political and governmental
change equivalent in scale to a rewriting
of the social contract.

A New Social Contract and
a Problem of Scale

The new social contract recommended
by all the authors is one where control of
the world’s natural resources, water in
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particular, would be taken away from
nations and corporations and placed in
the hands of grassroots communities.
Petrella (2001, 92) argues that control
over water should be placed “at the level
of each human community, on behalf of
and as a trust from the rights and du-
ties of the world human community,
which remains the primary subject of
the common water heritage” (italics in
original); Barlow and Clarke (2002, 221)
argue that “The best advocates for water
are local communities and citizens”; and
Shiva (2002) similarly notes several in-
stances where traditional, local practices
in Indian villages have been far more
successful at conserving water resources,
while large-scale water projects have
created scarcity in previously water-rich
areas. Similarly, in 2005 the American
consumer advocacy groups Public Citi-
zen and Corporate Accountability Inter-
national sent a public letter signed by 47
groups to the headquarters of United
Water, a Suez subsidiary, which pro-
claims that “We are part of a global
movement that recognizes water as a
human right ... and defends local com-
munity control of public water systems”
(Public Citizen 2005b).

One problem with these recommenda-
tions of local control is that they do not
specify the scale of human society that
qualifies as “local.” This is especially
striking in the case of Petrella (2001, 18,
65), who highlights the fact that it is in
the world’s 600+ largest cities where
people face the greatest water shortages,
while at the same time claiming that “a
solid and lasting system of regulation is
more likely to be constructed when the
ones mainly responsible for water are the
grassroots human communities” (15-6).
Yet it seems at least a stretch to claim
that cities of several million people are,
or are even composed of, “grassroots
communities.” Moreover, ground pollu-
tion as a result of population density and
industrial concentration practically re-
quires that large cities take control over
distant watersheds, thus leaving nothing
“local” for grassroots communities to
control. Barlow and Clarke (2002) at
least recognize the contradiction between
urbanization and local control, yet this
leads them to the unrealistic conclusion
that “urban centers should no longer di-
vert water resources from rural areas to
service their own needs” (225). Shiva
(2002) evades the contradiction between
urbanization and local control by restrict-
ing her critique of water policy to the
damage wrought upon relatively small
villages—in India, where residents of
some of the world’s largest cities face
some of the most severe problems of
water shortage and pollution.

The connection between water scarcity
and urbanization has hardly gone unno-
ticed by others, such as the United Na-
tions, which in its second major World
Water Development Report focused on
urbanization as one of the greatest chal-
lenges to providing the world’s popula-
tion with adequate water. Rather than
calling for localized grassroots control,
the UN report recommends “regional
water governance arrangements that
often require agreements developed with
freshwater users upstream of the city and
more attention to reducing the impact of
water pollution ... for users downstream
of the city” (UN World Water Assess-
ment Program 2006, 92). In other words,
to adequately deal with the largely urban
problem of water scarcity, an increase
in the scale of water governance is re-
quired—the exact opposite of the recom-
mendations made by the opponents of
water privatization.

Urbanization or the
Corporation?

Rather than urbanization, Petrella, Bar-
low and Clarke, and Shiva concentrate
on the corporation as a chief cause of
world water stress. The corporation is an
organizational structure that serves to
alienate humankind from genuine human
community and is thus anathema to com-
munity control of water. The structure of
the corporation is seen as fundamentally
alienating, first, because it creates a fic-
tional individual from which any moral
sense has been abstracted, leaving only
the selfish motivations of profit maximi-
zation. As Barlow and Clarke (2002,
127) put it, “the main goal of a private
enterprise is not to serve the public or to
make sure water is distributed equally to
all users whether at profit or not. Its
main goal is to serve its shareholders—to
increase profit for a select few” (see also
Petrella 2001, 38, 56). Second, as a
solely profit-seeking structure, the corpo-
ration seeks to constantly commodify
what was previously uncommodified, at
the cost of environmental degradation
and human misery. “In this global market
economy, everything is now up for sale,
even areas of life once considered sa-
cred, such as health and education, cul-
ture and heritage, genetic codes and
seeds, and natural resources, including
air and water” (Barlow and Clarke 2002,
81; Petrella 2001, 75—6; see also Alter-
natives Committee of the International
Forum on Globalization 2002, 10-1).

The notion of corporate alienation fol-
lows in the tradition of an environmental
ethic that describes humankind as funda-
mentally alienated from the natural
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world, “based on our capacity to evolve
past nature’s internal mechanisms.” If
human alienation from nature derives
from our fundamental nature as “moral
and technological creatures,” then we
have the capacity to destroy the natural
world, yet also are given an imperative
“to achieve that particular balance be-
tween human creativity and natural evo-
lution that allows the essential intrinsic
value of each to persist in harmony with
the other” (Gillroy 2000, 130—1). Corpo-
rate globalization, then, reflects our fail-
ure to live up to our inherent moral
duties to nature. Thus many of the anti-
privatization authors espouse the moral
position of water in the belief systems of
many indigenous peoples. According to
Barlow and Clarke (2002, 215-6), for
instance, “Water is ... a foundation of
spiritual life for Indigenous peoples ...
their proprietary interest in waters on
their traditional lands must be respected
and honored” (see also Shiva 2002, x,
12). The moral language of indigenous
people shifts to a language of “intrinsic
value” for Western environmentalists,
though for the same ends, as in Gillroy’s
(2000, 116) dictum that “we should rec-
ognize the intrinsic functional value of
the environment as a foundation that de-
fines our duties to nature, just as the in-
trinsic moral value of humanity defines
our duties to other persons.”

If water, as a part of nature, is under-
stood to have intrinsic and thus incom-
mensurable and noncommodifiable value,
the problem of water scarcity, conceived
as a problem of corporate globalization,
becomes a struggle between humans’
inherently moral nature and the funda-
mental immorality of the corporation—
or, as Shiva (2002, x) puts it, “a clash
between two cultures: a culture that sees
water as sacred and treats its provision as
a duty for the preservation of life and
another that sees water as a commodity,
and its ownership and trade as funda-
mental corporate rights.”

The anti-privatization literature thus
conceives of the corporation as a “false”
product of our technological capabilities
that obstructs our “true” and moral rela-
tionship to nature. The call for local con-
trol in the world water contract is an
attempt to bring humanity back to its
proper relationship with nature. The ab-
surdity of local control for an urbanizing
world results from the fact that it ignores
rather than resolves the moral dilemma
of the corporation. If the corporation is a
tool through which humans behave self-
ishly, the corporate form is not antitheti-
cal to human nature, as implied by the
falsity and illegitimacy cast upon it by
the anti-privatization literature; it sug-
gests instead the failure of humans to
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live up to our responsibilities as stewards
of nature.

A realistic world water contract is more
likely to result if we treat human nature
on par with the corporation, both as social
constructions. More specifically, treating
human nature as a construct of urbaniza-
tion should account for the failure of the
anti-privatization literature to take the
scale of urbanization seriously. It is in
this regard especially fruitful to return to
Louis Wirth’s (1938) classic formulation
of an urban “way of life” as one charac-
terized by interpersonal relations that are
“impersonal, superficial, transitory, and
segmental” and where “a spirit of compe-
tition, aggrandizement, and mutual ex-
ploitation” thus reigns (12, 15). Wirth has
been criticized over the past half century
because there is little evidence for his
predictions that urbanization leads to
“mental breakdown, suicide, delinquency,
crime, corruption, and disorder” (23; for
criticism, see Fischer 1995, 543 n. 4). Yet
Wirth’s more general observations about
the anonymity and impersonality of urban
life have received apparent empirical sup-
port from much of the recent literature on
social capital (see, for instance, Putnam
2000, 138, 206), and even such influential
proponents of urban life as Jane Jacobs
(1961) never contradicted Wirth so much
as they believed some form of meaningful
community was made possible by the
very impersonality and superficiality he
described.

Wirth (1938) actually had two defini-
tions of alienation and a take on the cor-
poration that make him particularly
relevant to the anti-privatization litera-
ture. First, Wirth noted that the corpora-
tion was an adjunct to urban humanity;
an institutional form uniquely adapted to
maintaining social order in the urban
milieu because “the corporation has no
soul” (13) and would therefore not hin-
der the unbridled pursuit of self-interest.
Second, Wirth described interpersonal
alienation as a function of a prior alien-
ation from the natural world: “Nowhere
has mankind been farther removed from
organic nature than under the conditions
of life characteristic of great cities”
(1-2). Thus urban residents “tend to ac-
quire and develop a sensitivity to a world
of artefacts [sic] and become progres-
sively farther removed from the world of
nature” (14). For Wirth, urbanization is
the process by which humans lose first
their knowledge of the natural world, and
then their knowledge of one another. Ur-
banization thus represents the failure of
humankind to live up to the twin moral
duties described by environmental ethi-
cists: to both humanity and nature.

Understood in terms of environmental
ethical theory, Wirth’s theory of urban-
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ism sheds light on the fallacy of the anti-
privatization diagnosis of the water
crisis. Wirth was quick to note that ur-
banism was not a process constrained to
cities, but was “the initiating and control-
ling center of economic, political, and
cultural life that has drawn the most re-
mote parts of the world into its orbit and
woven diverse areas, peoples, and activi-
ties into a cosmos” (2). The striking
similarity between Wirth’s image of
urban life, and negative critiques of cor-
porate globalization—both describe a
world governed by self-interested, instru-
mental relations that are ultimately pred-
atory and destructive of both civil
society and the natural world—suggests
that the “urban cosmos” has been real-
ized in the shape of globalization, at
least to those who fear the alienating
effects of globalization. The problem
with a cosmos, of course, is that it defies
definition by virtue of its all-
encompassing nature. If corporate global-
ization describes a Wirthian urban world,
it is one in which “urban” no longer has
a referent outside itself by which it can
be defined, and it thus collapses into a
universal (or “global”) definition of
human alienation, exemplified in the
form of the corporation, from which any-
thing recognizably human except narrow
self-interest has been stripped away.
Thus authors of the anti-privatization
literature depend implicitly and appar-
ently unknowingly on an urban construc-
tion of human nature which they have
labeled “the corporation” (which Wirth
understood as an adjunct of urban human
nature) and have contrasted it to a non-
urban humanity.

If opponents of privatization implicitly
depict corporate globalization in terms of
a Wirthian urbanism, they define grass-
roots community in the same way Wirth
(11) defined the non-urban, in terms of
the folk society where life was defined
and order maintained through “The
bonds of kinship, of neighborliness,
and the sentiments arising out of living
together for generations under a com-
mon folk tradition.” Indeed, the anti-
privatization literature literally uses the
folk society as a policy prescription in its
espousal of indigenous attitudes toward
water. And just as Herbert Gans (1962)
critiqued Wirth for defining urbanism in
contrast to a type of society that was no
longer relevant, so the call for local con-
trol, reflecting as it does the image of the
pre-modern, pre-urban folk society, is
also largely irrelevant to contemporary
urban society.

More recently than Gans, Thomas Ar-
nold (2001, 85) has argued, similarly to
what I have argued here, that “moral
economy”’ explanations in political sci-

ence (those that seek to ground human
behavior in social and cultural contexts
rather than in rational choice terms of
narrowly conceived utility maximization)
are misguided to the extent that they ex-
plain the moral implications of economic
activity by comparison to nonmarket so-
cieties, which “reduces to the unduly
narrow claim that economic incorpora-
tion of a nonmarket people is the basis
for the moral indignation that leads to
resistance and rebellion.” As I have like-
wise argued, the moral indignation
against the corporate globalization of
water in the anti-privatization literature
relies on the unrealistic presumptions of
a nonmarket folk society. Therefore the
anti-privatization literature can be viewed
as a popular adaptation of the traditional
moral economy argument.

Arnold (93) argues that moral econ-
omy would be a more broadly applicable
model were it to focus instead on partic-
ular “social goods” whose status as mar-
ket commodities is “nested” within a
larger moral system of belief that can
limit without entirely excluding the com-
modification of those goods. As an ex-
ample of such a social good, Arnold
examines the case of water in the Ameri-
can West. Because water embodies multi-
ple and competing values, and because it
has been constitutive of multiple commu-
nity and self identities, it is codified in
legal restrictions that limit the extent to
which it can be commodified. Unlike the
issues raised in the anti-privatization lit-
erature, however, the competing values
reflected in Western water have led to
incremental policy changes which, while
“broadly and consistently regulatory,”
have also been piecemeal in fashion, in-
cluding a host of different legal mecha-
nisms (94). By contrast, the anti-
privatization literature that I have
examined here challenges us to think
about the moral implications of more
deeply contested social goods. The anti-
privatization literature casts the moral
status of water in terms of mutually ex-
clusive categories—water is either a
commodity or a human right—and ar-
gues that the choice of either category
requires an entirely different system of
policymaking—that is, a different form
of governance, based on a different so-
cial contract.

An Urban World Water
Contract

I have argued that one of the chief
problems with the world water contract
as it has been formulated in the anti-
privatization literature is that it seeks to
create a system of water governance for
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an urban world, but is based on an anti-
quated construct of human nature derived
from folk society in which the corpora-
tion is an interloper. A more realistic
model of the world water contract would
acknowledge that the corporation is a
structure inherent to, and thus a legiti-
mate part of, urban society. Rather than a
right to water, a uniquely urban system
of equitable water allocation might con-
vey as a part of citizenship a right to
membership in the corporation that sup-
plies water, for instance through the
equal distribution of shares in the
corporation.

To suggest that the customers of a
corporation should possess a right to
membership in that corporation is to sug-
gest a partial return to an earlier con-
ception of the city as a commercial
association largely synonymous with the
corporation: an “entity intermediate be-
tween the state and the individual ... not
classifiable as political or economic, as
public or private” (Frug 1999, 26).
Through the social contract, the liberal
tradition based government legitimacy on
the relationship between individuals and
the state, leaving no room for such inter-
mediate organizations, and thus the city
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