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ABSTRACT

The article  offers  an empirically  grounded analysis  of  the flaws  in  neoliberal
water governance, applying the well-established body of critical knowledge on
neoliberalism to the case study of the 25-year legacy of privatisation in England
and Wales. The analysis identifies the shortcomings of market-led water utilities,
and highlights areas where alternative systems of provision may lead to more
equitable outcomes. 

INTRODUCTION

The increasingly global relevance of private actors in the water and sanitation sector
over  the  past  decades  has  raised  serious  concern  over  the  impact  of  full
commodification of these basic services (Bakker, 2013; Swyngedouw, 2005). Although
there are different degrees of privatisation in the water industry  —ranging from public-
private-partnerships  (PPPs)  to  complete  public  divestment  (Davis,  2005)— they all
work towards replacing universal provision with the market paradigm (Bakker, 2001). 

The case of the privatisation of the water and sewage sector in England and Wales is
emblematic: 25 years after public divestment, prices rose 40% above inflation, dividend
payout remained high while the financial debt radically increased (Bayliss, 2014). Even
the  extent  of  environmental  preservation  —a  crucial  justification  for  the  overall
effectiveness of the new regulation— is questionable. There are evidences suggesting an
unwarranted preference for capital-intensive high-impact projects that boost the rate of
return on capital  of the firms at  the expense of more sustainable solutions  (Bakker,
2005). 

The change in the provision of water services is inscribed into the larger turn that
started in the 1980s in developed and developing countries alike —what will be known
as neoliberalism. 

Critics  of  this  social  and  political  development  have  advanced  a  wide  range  of
hypotheses about the nature of the phenomenon.  Scholars have variously considered
neoliberalism to be a shift in economic theory, a political ideology producing a new set
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of policies, a fundamental change in capitalist accumulation process, or an emerging
technique of power, to name but a few examples (Moini, 2016).

It  is impossible to give a conclusive definition of neoliberalism or to explore the
epistemological controversy related to it within the scope of this article. However, I will
briefly list five hallmarks of the concept to assist in the analysis of the water sector.

First, neoliberalism is associated with the confidence in the superiority of the market
provision of all goods and services, in the strongest version of the argument, over public
or  collectivised  provision.  The  rationale  behind  the  UK  privatisations  is  that  a
competitive market is capable  of regulating itself and of redeeming perceived market
failures  (e.g.  private  monopolies) in  the long-run.  On the other  hand,  production of
goods by the state (e.g. nationalised industries) leads to stable distortions and thus to the
inability to “serve the market” properly (Littlechild, 1978). 

Second, given the presumed superiority of market provision, commodity exchange
should be the form of coordination in the provision of goods and services previously
kept outside the scope of the market. Drawing from the Marxist tradition, this general
process  can  be  labelled  as  “commodification”.  However,  it  is  helpful  to  recall  that
different market mechanisms contribute to this broader effect. Bakker (2007) lists three
main levels  of intervention and seven types of reform which have characterised the
adoption of a profit-led and market-oriented strategy to water provision. This variegated
policy framework may not operate as a coherent whole in every and each case. For
example, while privatisation —or the transfer of assets to private ownership— may not
occur, water services may nonetheless be managed according to commercial principles,
such as full cost recovery or dividend payment.

Third, although the moral and rhetorical justification for enlarging the market rests
upon  the  assumption  that  individual  freedom  is  enhanced  as  long  as  the  state
intervention is restricted, what neoliberalism actually does is promote new regulations
in certain socio-economic areas. Peck and Tickell shrewdly characterised this as “roll-
out neoliberalism”, a «phase of active state-building and regulatory reform» (2002, p.
384) following the retreat of the Keynesian public management. 

Fourth,  the rise of the neoliberal paradigm corresponds to a shift  in the business
practices of major corporations and in the underlying economic model of the successful
capitalist  enterprise.  Firms  devote  increased  attention  to  engaging  with  structured
finance and to improving the market valuation of their own shares, through questionable
tactics such as stock buyback (Lazonick, 2012). Both the relative dominance of finance
over productive capital and the proliferation of financial assets, instruments and trading
firms should be interpreted as elements of the financialisation of the economy which
underpins neoliberalism (Fine et al., 2016). I will later discuss how high levels of both
dividend payments and corporate debt characterised the financialised English and Welsh
water and sewerage companies.  

Fifth,  neoliberalism is  associated with the re-shaping of individual  and collective
identities,  interpersonal  relations  and even subjective self-understanding.  Dardot  and
Laval, adopting Foucault's approach, speak of the intertwining «techniques [which] help
to  manufacture  the  new […]  ‘entrepreneurial  subject’» (2013,  p.  259). Among  the
various  co-determinants  of  the  neoliberal  subjectivity,  such  as  social  atomisation
resulting from the de-legitimisation of ideal and practical political  affiliations or the
internalisation of competition through education and working environment, the notion
of individual responsibility and empowerment is particularly relevant in this discussion. 
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The transfer of the ownership and management of public water companies to the
private sector was accompanied by a redefinition of service beneficiaries. From citizens
equally endowed with social rights (i.e. universal access to one of the most basic goods)
they became customers displaying an unequal “willingness to pay” for water services.
In  line  with  the  idea  of  entrepreneurial  subjectivity, individual  households  are
incentivised to efficiently allocate their disposable income for avoiding the ever-present
risk of defaulting on their bills. 

Market  efficiency,  commodification,  re-regulation,  financialisation  and
entrepreneurial subjectivity are the sides composing the neoliberal prism through which
critical studies have looked into the change that occurred in capitalist societies around
the 1980s. My study aim to corroborate this critical approach with a detailed review of
the unfolding of water privatisation in England and Wales. 

PRIVATISING WATER IN ENGLAND AND WALES

The governments of Margaret Thatcher have played a major role in the inception of
neoliberalism, together with Ronald Reagan's presidency in the United States (Harvey,
2005). As Cooper (2012) has noted, the privatisation program —which would become
an iconic neoliberal reform — was largely a British phenomenon, aimed at dismantling
the post-war nationalised industries. In contrast, nationalisation had been undertaken at
a much lesser extent across the Atlantic. 

The process affected an extensive number of companies across sectors; among the
utilities,  British Telecommunication,  British Gas,  and lastly the public  water  system
were privatised in the eleven years Thatcher spent as UK Prime Minister.

In 1989, the Parliament passed the Water Act, which aimed to turn the ten regional
water and sewage authorities into limited companies. They retained ownership of the
network and industrial assets, while their newly-created parent companies were floated
on the London Stock Exchange.

To  attract  investors  and  counter  the  perceived  economic  weakness  of  the  sector
during the public era, the government set generous conditions for the floatation. Long-
term debt was written-off, and the newly founded companies were endowed with a cash
injection  and  an  additional  tax  allowance  (OFWAT-DEFRA,  2006).  In  issuing  the
shares, the government aimed for a total revenue below even a conservative estimate of
the asset value. Shaoul (1997) has argued that, as a result,  the proceeds of the IPOs
hardly earned a return to the Treasury over the cost of privatisation.

In line with the idea of neoliberal re-regulation, the privatisation of water in England
and Wales has been accompanied by an increasingly complex regulative framework for
the utilities.  Among the independent agencies created to manage different aspects of
water  governance,  the  Water  Services  Regulation  Authority  (OFWAT)  oversees  the
economic regulation of the water and sanitation market. It has the duty to elaborate the
methodology of assessing the overall economic performance of the companies. This, in
turn, enables the sectoral price-setting mechanism to operate.

One of the architects behind the economic regulation of the privatised utilities was
the economist  Stephan C. Littlechild,  an Austrian School  of Economics  scholar and
contributor  to  the  Hayekian  Institute  of  Economic  Affairs  (IEA) (Tribe,  2009). The
original model of price determination devised by Littlechild was based on the  price-cap
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method (Beesley and Littlechild, 1989). Price-cap regulation sets the maximum price-
level companies are allowed to charge per year, taking into account the inflation rate
(measured  by the  Retail  Price  Index,  or  RPI),  capital  requirements  and  perspective
efficiency savings. OFWAT sets prices in advance and revises them on a five-year basis;
unlike the other privatised utilities, water prices were allowed to rise above inflation. 

The ability to retain the profits made within the price-cap represents an incentive for
companies to lower their overall costs, while the periodic review of prices would ensure
that the companies enjoy the extra profit derived from outperforming the price-cap for a
definite amount of time (Helm and Rajah, 1994).

The price-cap was initially envisioned as a light-handed and transitory mechanism
(Lodge and Stern,  2014). The lighter  version of the price-cap mechanism has to be
modified in the first price review in 1994. In the five years following privatisation, a
joint trend of sharp rise in customer’s bills and high corporate returns was registered
(Lobina and Hall, 2001), which led to question the ability of utilities to properly allocate
the capital investments and share benefits with their customers.

A technique to calculate an appropriate rate of return for the firms in the sector was
introduced, and it assumed a central role in price determination. The process entails the
estimate of the total value of the shareholder's funds on which a return is earned, or the
regulatory capital value (RCV). RCV is combined with a regulator-sanctioned cost of
capital,  which  is  the  minimum return  that  would  persuade financial  stakeholders  to
invest in a regulated company.

Although the rate of return regulation was thought to provide the regulator with more
accurate indexes of the cost to finance operations, the model attracted criticism for over-
incentivising large capital expenditures at the expense of alternative allocations of the
companies' resources (OFWAT, 2011b).

The bias towards capital-intensive investments is not an isolated phenomenon: there
is  evidence  that  the  regulation  has  serious  flaws  which  (1)  incentivised  debt-prone
capital structures, (2) was unsuccessful in reducing the extra profit attained by firms,
and thus (3) failed to claw back revenues for the benefit of customers (HCPAC, 2015).

Bills  rose to  around 40% above inflation  in  the  past  25 years  on average.  They
account for an average of 2.3% of an average-income household’s expenses and up to
the 5.3% for household in the lowest 10% income level (NAO, 2015).

UK  citizens  are  under  pressure  to  meet  rising  living  costs  vis-à-vis  a  harsher
economic  climate.  In  the  water  industry,  this  translates  into  a  growing inability for
households to keep up with increasing water tariffs and the ensuing household debt over
water bills.

Nevertheless, the average revenues of companies have been stably high (Tinson and
Kenway, 2013). The portion of revenue allocated to capital maintenance (23.1%) and
gains  (26.8%)  contribute  to  half  of  the  bills  (OFWAT,  2011).  The  regulator  and
companies  believe  this  is  because  of  the  nature  of  the  industry,  where  substantive
investments are required to meet quality and environmental standards. Because a return
on capital is allowed, critics have opposed the ability of companies to increase profits
by increasing capital investments as long as their cost of capital is less than the one set
by the regulator over each period. In doing so, firms could adopt strategies to decrease
the cost of capital by shifting the capital structure towards a higher level of debt to
equity, i.e. raising the gearing level. This is arguably one crucial reason why companies
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saw their debt-to-equity ratio rise in the past decades, reaching well above the level
expected by the regulator.

Interest payments now count for 20% of firms’ turnover (Tinson and Kenway, 2013)
and  the  «highly-leveraged  structures  that  have  emerged  typically  have  gearing  of
between 75% and 85% of RCV» (OFWAT, 2011, p.  38) against  an initial  estimated
optimum of 55%.

Although commentators and OFWAT alike recognised that the industry is  able to
withstand a high level of gearing due to the relatively low-risk and stable returns, the
creditworthiness of the large, highly-leveraged companies has deteriorated over the past
decades. On average, credit rates have been downgraded (OFWAT, 2011), but all of the
companies were able to abide by the regulation to retain an investment-grade credit rate.

The question becomes whether this large debt is used to fund investment programs
while the bills are kept as low as possible.

As Turner (2013, p. 39) showed with detailed figures, over the period 2004-2009,
Yorkshire Water spent, £1.7 billion (in 2009 prices) in investments, £447 million in net
interest, £224 million in corporation tax, and £1.725 billion in dividends. This came out
of its total £2.4 billion budget for operations, which resulted in a negative cash flow of
£1.6 billion.

It  is  not  an  exceptional  case:  companies  have  been  found  paying  out  dividends
exceeding  their  free  cash  in  many  instances.  According  to  Tinson  and  Kenway,
«retained profits  fluctuate around zero […] being negative six out of the 15 years»
(2013, p.10) for the period 1996-2011. In other words, the extra profits obtained by the
companies  outperforming  the  cost  of  capital  did  not  translate  into  a  reservoir  for
investments after interest and taxes were paid; instead, they were redistributed among
shareholders  as  dividends.  Companies'  decisions  over  dividends  have  come  under
scrutiny since the early 2000s, when the sustained increase in gearing ratio started to be
perceived. OFWAT however decided to not regulate dividend distribution, assuming that
market  mechanisms  would  ensure  the  appropriate  remuneration  for  shareholders.
Indeed,  over  the  past  decade,  dividend  payments  have  not  substantially  decreased;
rather,  the  proportion  of  capital  raised  through  equity  diminished  while  borrowing
increased  sharply.  These  elements  support  the  explanation  that  the  largest  water
companies found in the high leverage a tool for meeting shareholders' demand for stably
high dividends (Armitage, 2012).

Finally,  takeovers  and  changes  in  the  ownership  structure  should  be  taken  into
account for better explaining the hike in debt. Four of the major water and sewerage
companies are currently controlled by private equity funds (NAO, 2015), and they have
the highest levels of gearing and the lowest credit rating. One central reason for this
correlation  is  that  private  equities  adopted  some form of  leveraged  buyout,  i.e.  the
acquisition of all of the shares of a company via capital for the largest part borrowed.
The financial  parent company would then raise capital  through a further increase in
gearing  to  repay the  interests  on  the  acquisition  loan.  New debt  is  issued  to  cover
outstanding debt, as shown in the case of Thames Water by Allen and Pryke (2013).

If neoliberal water governance has hampered the universal affordability of water and
sanitation in UK, while distributing lucrative dividends to shareholders and subjecting
the utilities to troublesome level of indebtedness, the post-privatised landscape has seen
the emergence of a new, community-oriented model of water management.
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WELSH WATER: FROM MULTI-UTILITY TO NOT-FOR-PROFIT

The  Welsh  water  and  sewerage  company  acquired  the  regional  electricity  utility,
Swalec,  in  1996  and  formed  the  multi-utility  business  Hyder.  The  acquisition  was
largely funded through debt, equivalent to «88% of the purchase price» (Thomas, 2000,
p. 182), and it pioneered the high leverage level that would become the new sectoral
standard in the following years. In 1997, Hyder further expanded its business with the
takeover of the regional gas company, in line with the diversification strategy adopted
by many major regulated company in the first decade after privatisation (Bakker, 2003).

The debt burden inherited from the takeover, the large scope of Hyder’s business,
and the modest revenues derived from some of its unregulated branches brought the
multi-utility business into a difficult financial position. The two price reviews for its
energy and water activities called for a reduction in tariffs, and the 1999 windfall tax on
water companies’ extra profits compounded the group’s distress.

In 2000, Hyder was acquired by Western Power Distribution, a US energy utility
aiming to control the electricity branch of the group, and the multi-utility was broken
up. The water and sewage business were taken over by a newly formed company, Glas
Cymru. The financial structure of the new corporation was unique to the sector at the
time: it must be financed through the issuing of securitised bonds (i.e. debt) only, and all
the  profit  must  be  reinvested  in  the  firm's  operation  because  it  is  not-for-profit  by
statute.

The absence of shareholders is reflected in the ownership of Glas Cymru and Dwr
Cymru  Welsh  Water  (DCWW),  its  regulated  subsidiary.  Glas  Cymru  is  a  company
limited by guarantee, and its members thus control it. Members have similar duties to
shareholders, but they do not benefit from dividend payments or other financial returns
from the company. The enterprise now has 73 members appointed by the board with
suggestions from an independent membership panel. Members are regional stakeholders
with  professional,  academic,  public  office,  and  water  services  backgrounds.  The
members have a monitoring and steering role in corporate governance, such as setting
the company performance targets, which determine board and employees salaries, and
replacing directors if those targets are not achieved.

At the time of the takeover, Glas Cymru committed to not diversifying its business.
This added confidence to the risk-reduction plan the company must undertake to reduce
its cost of capital and outstanding debt.

The absence of dividend distribution allowed for an increase of retained profit, which
statutorily  must  be  used  towards  improving  service  quality  and  environmental
preservation programs or shared with the customers.

In terms of performance, the company scored positively in many instances since its
inception. The gearing level was reduced from 93% at the turn of 2000 to around 60%
in 2015 (DCWW, 2015). The credit rating improved to become one of the highest in the
privatised sector. Over the same period, the company abided by OFWAT's investment
plan to meet national and European sanitary and environmental standards. Investments
in  the  assets  base  (as  estimated  by RCV)  ranked  second  among  the  10  water  and
sewerage companies by 2010 (Owen, 2013); the financial reserve, acting as a buffer to
prospective  shocks,  amounted  to  around  £1.5  billion  in  2015  (DCWW,  2014).
Moreover, the company claims to have distributed benefits to customers in the period
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2001-2015 by, for example, offering schemes for customers who struggled to pay their
bills (£22 million) and direct bill rebates (£152 million).

The  company was  able  to  reduce  their  customer  bills  from 23% above  sectoral
average in 2001 to 3% above average by 2015 through the combination of cheaper
capital  borrowings,  initial  outsourcing  of  the  bulk  of  its  operative  activities,  low
corporate taxes, and the absence of dividends payments.

The not-for-profit, member-owned design of the business has proven to be a viable
alternative strategy to the corporate and increasingly opaque ownership structure in the
water sector. However, as of writing, no other major English water and sewerage firms
have replicated it.

Glas Cymru has achieved a remarkable level of operational efficiency from an initial
condition of  financial  distress.  Nonetheless,  the good performance comes  to  a  cost,
literally. With bills around £435 on average per household (DCWW, 2015), Welsh Water
is  among the  less  affordable  providers  in  the privatised sector,  despite  the  renewed
commitment with the regulator to raise bills at a rate lower than the inflation rate for the
second consecutive price review. The bad debt over Dwr Cymru bills was «£29 million
(2014: £28 million) [...] at around 4% of annual turnover, [...] larger than for most water
companies» (DCWW, 2015, p. 46).

Secondly,  although  the  water  and  sewage  infrastructure  in  Wales  was  below the
average  level  of  efficiency  and  maintenance  before  privatisation  (Owen,  2013),  a
tendency  towards  capital  bias  can  be  detected  in  the  Welsh  water  utility.  The
expenditures  to  increase  the  regulated  capital  value  grew  faster  than  the  sectoral
average:  this  helped  reduce  the  cost  of  capital,  which  benefited  from higher  credit
ratings, but came at the expense of other possible allocation of revenues, such as larger
bill rebates for customers.

Finally, the absence of corporate shareholders proved to be a positive feature of Glas
Cymru  financial  structure,  eliminating  the allotment  of  financial  resources  to  high
dividend payments (Moody's, 2010). This is vital for the assessment of the outcomes of
the  English  and  Welsh  water  privatisation.  It  stands  in  stark  contrast  with  the
assumption that the profit motive of shareholders determines a more efficient spending
of  company resources.  Privatised companies  saw a  sharp rise  in  bills  over  the  first
decade of under-regulated activity and an alarmingly high level of debt over the second,
when the regulator cut prices for first time. Thus, the English water sector seems to have
benefitted little from a profit-seeking ownership structure. 

Yet,  the  not-for-profit  status  of  Glas  Cymru  does  not  necessarily  imply  that
management has total freedom of manoeuvre in pursuing the best arrangement for their
customers and enhancing public utility. By relying totally on private debt for financing
its  operations,  the  company  has  to  grant  its  bondholders  a  degree  of  control  over
business  and  financial  decisions.  Protecting  bondholder  interest  is  included  in  the
company  operation  through  a  set  of  contractual  mechanisms,  such  as  mandatory
liquidity reserves  and cash-trapping triggers  if  the creditworthiness  of  the firm falls
below certain thresholds, which would suspend the ability to refinance debt or distribute
gains among customers.

These limitations are consistent with the restrictions on bond-issuing all high-debt
companies in the sector are subject to. Nonetheless, the fundamental tension between
socially just  provision  and financeability of  the  business  arguably remains  for  Glas
Cymru.
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NEOLIBERAL WATERSHED: CONCLUSIVE REMARKS

The English water sector is a centrally contentious case of complete public divestment
from a socially necessary utility. In 25 years, the sector went through several shocks and
regulative  re-arrangements.  Two  tensions  emerged  from  this  socio-economic
experience: on one side, the ability of the industry to finance its operations has been
opposed by the large investments required by environmental and sanitary standards; on
the other, the proper return to invested capital stands in opposition to the affordability of
water services for all classes of citizens (Bakker, 2007).

As we saw, the highly geared financial structure of the biggest groups in the sector
seems rooted primarily in the need to ensure a stably high return to shareholders and
bondholders and to finance debt acquisitions. Only to a minor extent it is justified by the
inherent financial  burden of the water sector.  In other words, if water and sewerage
services  do  involve  a  constant  and  large  flow  of  resources  for  sanitary  treatment,
infrastructural maintenance, and environmental preservation (e.g. sewage disposal), the
spending patterns of privatised firms suggest that the substantive transfer of wealth from
customers to the financial stakeholders of the firms goes beyond the necessary capital
investments and the proportionate returns on them.

Both the for-profit and not-for-profit privatised utilities did not reduce the cost of
water and sewerage activities and instead exacerbated pressure on households  while
delivering a varying degrees of returns to their financial stakeholders. This allows us to
conclude, with Bayliss (2014), that the privatised water sector is highly commodified
and financialised.

The troubles of the English water sector with returns on capital and the model of
zero-shareholders adopted by Glas Cymru show that it is both possible and beneficial to
limit the shareholder gains on utilities operations. This holds true for a number of cases
where the ownership and management of water utilities is still under public control, but
includes private capital in form of equity participation, as in many continental Europe
water companies subjected to PPPs. 

The  lesson  from  Glas  Cymru  is  that  its  not-for-profit  status  and  consequent
obligation  to  reinvest  revenues  into  business  are  desirable  but  not  sufficient
organisational arrangements for moving water services away from commodification.

Another central element in the analysis is the need to finance investment with large
upfront  costs.  The  problem  is  two-fold:  on  one  side,  the  regulative  framework  is
fundamental in avoiding capital bias, or undue capital-intensive investments aiming to
increase the returns on company earnings. OFWAT has acknowledged the problem and
modified its methodology for addressing it for the 2015-2020 price period (OFWAT,
2013).

Nonetheless, even where capital bias is removed, the substantial costs of operating
water  services  remain.  As noted  in  the  case  of  Welsh  water  provider,  the  complete
dependency on debt financing has implications that should not be underestimated. In the
context of the privately financed English water sector, Corporate Watch has argued that
reverting  to  public  spending would  reduce  the  debt  by some £2 billion,  due  to  the
government’s  lower cost  of  borrowing (CW, 2013).  However,  this  would only be  a
partial  solution  due  to  the  contingent  financial  circumstance  of  governments  and
uncertainty over the political commitment to provide a stable financial line to utilities. A
network  of  public  (in  the  broadest  sense  of  the  term)  investors,  such  as  local
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governments, NGOs, trade unions, and civic associations, that are committed primarily
to  the  collective  utility  of  water  services  may be  a  viable  source  of  financing  for
equitable water provision (Hall et al., 2009).

The  capital  structure  stemming  from financialisation  has  political  effects  too,  in
coordination with the regulatory framework which allowed its emergence (Allen and
Pryke,  2013).  For regulated companies,  the public authority acts  as a market proxy,
determining the level of prices to simulate the interplay of competitive forces. It is less a
straightforward and technical process than commonly assumed, and it ultimately rests
on a form of bargaining between the regulator and the regulated utilities. The freedom
of manoeuvre of OFWAT for setting the level of spending of each company is reduced
by the  financial  burden accumulated  over  decades.  Even  if  mechanisms  have  been
established to deal with financially underperforming enterprises, it is less likely that the
regulator  would  act,  under  political  pressure,  to  radically  redistribute  the  gains  of
licensed utilities to citizens. 

In the price review for the 2015-2020 period, published in December 2015, OFWAT
mandated an average reduction of about 5% of annual bills.  It was a timid measure
compared to the 1999 price review when a 12% reduction was achieved. At that time,
when the average level of debt among water companies was substantially lower, the
decrease in prices was among the causes of the financial turmoil around Welsh Water.

Another issue connected with the regulatory framework is the public accountability
of water companies. On one side, OFWAT needs to rely significantly on the information
disclosed by the firms to set its complex regulative mechanism in motion. This has been
the source of constant information asymmetry between the authority and its licensees,
leading  to  misrepresentation  of  the  companies'  actual  economic  situations  in  many
instances (HCPAC, 2015). On the other hand, citizens have been almost completely
disconnected from the scrutiny of the management of a basic social  good. Although
customer engagement is a familiar refrain in official and corporate documents, it does
not  translate  into  a  strong  commitment  to  collective  accountability  and  political
involvement into decisions concerning a public good. 

Companies  and  the  regulator  have  envisioned  measures  such  as  customer
consultation  through  satisfaction  surveys;  direct  impact  of  customers  over  business
through market mechanisms, such as increasing metered connections; and, in the future,
allowing customers to exercise choice over the retailing service provider. As Page and
Bakker (2005) correctly noted, the privatisation process shifted away from the indirect
political control that citizens had over water utilities, namely their ability to vote for
who owns the utilities and appoints managers. Under privitisation, water users became
customers only, and their influence over the provision of water became an individual
consumer right, except even more limited due to the quasi-monopoly condition of water
utilities. 

The most troublesome case is Glas Cymru: a company built on community resource
stewardship  has  included  only  a  limited  number  of  selected  stakeholders  in  its
participatory mechanism. This is nonetheless in line with the general development of
neoliberal governance, which is increasingly relying on “stakeholders engagement” for
justifying  its  public  policy  while  fostering  a  non-political,  cherry-picked  and
individualised participation to decision-making.

The  fundamental  tensions  between  social  and  corporate  goals,  affordability  and
financiability, citizens and customers constitute the neoliberal legacy of the privatisation
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of water sector in England and Wales. Critical scholars, activists and practitioners have
to tackle the intertwined issues of affordability of service, sustainable social financing
and representation of collective interests in order to correctly address the problem of an
alternative organisation of the water sector aiming at socially equitable outcomes. 
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