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Flows of Water, Flows of Capital
Neoliberalization and Inequality in Medellin’'s Urban Waterscape

Diana Marcela Lépez Rivera'

Abstract

Over the past two decades, Colombia has witnessed a significant shift in the overall
legal and policy domain in the water sector in order to adjust to the demands imposed
by neoliberal economic reforms. Particularly in urban areas, this reform model has been
deeply contested as it failed to provide low-income population with access to affordable
and adequate water supply services. This paper explores how the implementation of
market-driven reforms in the water supply sector has become a key factor in reproducing
patterns of unequal access to water. By drawing upon case-study research conducted
in Medellin, Colombia, this study investigates the causal interconnection between the
commercialization and transnationalization of the city’s public multi-utility company as
a strategy to be competitive in a globalized environment on the one hand, and the
increasing number of households disconnected from the formal water supply networks
particularly in low-income areas for non-payment of bills, on the other hand. By bringing
together work on urban political ecology and neoliberalization of nature, this paper
illustrates how inequalities in access to water in Medellin’s waterscape are facilitated
by governance structures which are articulated to neoliberal strategies, whose social
power relations are simultaneously sustained by an intertwined set of socioeconomic
mechanisms, discursive practices as well as technological infrastructures.
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1. Introduction

“Waters flows in the direction of power”
(Boelens and Davila 1988: 447)

The purpose of this paper is to investigate how neoliberal transformations in the water
supply sector are closely intertwined with power and inequality. | seek to accomplish
this task by analyzing how the commercialization and transnationalization of one of the
most successful public multi-utility companies in Latin America, Empresas Publicas
de Medellin (EPM), is reproducing unequal patterns of access to water in Medellin,
Colombia’s second largest city. Over the last two decades, EPM has increasingly been
required to behave in ways comparable to privately owned operators by adopting a
competitive and profit-driven logic despite remaining publicly owned. The transformation
of the water supply sector from a public service to a business organization is largely
the result of two key changes in the economic and spatial organization of the
company. First, the company initiated in 1997 a process of commercialization through
the implementation of cost recovery policies into both economic and environmental
regulation. The second key spatial and economical change of the company has been
the transnationalization of operations into other geographical areas. In late 2010 and
early 2011, EPM began to search for new frontiers in order to expand its networks of
capital accumulation to other Latin American countries.

While EPM successfully integrates into the global market, the city reports rising
levels of non-payment of bills as consequence of the steady increase in water tariffs.
In response, the company embarked on measures to disconnect those households
from the formal water supply network in order to ensure full cost pricing. By 2011,
company reports estimate that around 46,000 households were disconnected for non-
payment, representing 7 % of the total households in the city. Although prepaid water
technologies and a free basic allowance program of 2.5 m3/person/month have been
deployed as solutions to ameliorate the current water crisis, locally such strategies
have encountered social resistance, as they tend to benefit the water company by
recovering unpaid water bills (EPM 2011).

Over the last decades, the implementation of neoliberal logics in the water supply sector
has been closely associated with improvement of water quality, increment of economic
performance and efficiency in service provision, however, insufficient scholarly
attention has been paid to the social impacts, especially in urban areas characterized
by high levels of inequalities (with the exception of Loftus 200 and Smith and Hanson
2003). This paper intends to address this gap by exploring how the recent spatial
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and economic transformation of the Medellin’s multi-utility company has significantly
contributed to the growing inequalities in access to water, focusing on the case of
water disconnection due to non-payment.

In contrast to the explanations provided by the municipality and the water company,
which tend to interpret disconnection as a problem associated to a “culture of non-
payment” and to unsustainable water consumption patterns, | argue in this paper that
water disconnection epitomizes a particular spatial-temporal moment in the process
of insertion of the city’s multi-utility company into transnational networks of capital
accumulation. In other words, the uneven circulation of water within Medellin’s urban
waterscape might productively be viewed as an expression of unequal power relations
inherent of dynamics of accumulation. These social power relations are evident not
only from socioeconomic patterns and discourses that incorporate certain values and
meanings to water but also from new technological advances that facilitate or hinder
the flow of water over the landscape.

By analyzing the local effects of neoliberal restructuring in the water sector, | seek to
contribute to the current academic debates over neoliberalism in urban geography,
through a better understanding of how these policy reforms are being experienced
in specific local contexts and how they are affecting low-income households and the
environment. Additionally, this study contributes to the understanding of inequalities
in access to water not simply as a function confined to purely technical development
or economic growth but as an outcome of wider processes of political and economic
interests operating within transnational circuits of capital.

2. Theoretical Foundations

To capture relations of power and the politics influencing access to water in urban
contexts, this paper draws on urban political ecology and neoliberalization of nature
literatures. An urban political ecology perspective interrogates the relationships
between nature and society, centering on power relations that underlie processes of
urbanization. Scholars working in this research field call for a critical engagement with
the theorization of urban processes as socio-natural processes (Gandy 2002; Kaika
2005; Swyngedouw 2004). This conceptualization opens up possibilities to recognize
urbanization as one of the driving forces behind many environmental issues and as a
place where socio-environmental problems are experienced more intensely, a field that
has been largely ignored by the literature on the “sustainable city” (Swyngedouw and
Kaika 2000).
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While sustainability frameworks tend to center on purely technical matters of proper
planning and design, leading to a highly aesthetic and deeply ideological understanding
of urban nature (Braun 2005), they have become largely silent on questions of social
inequality and injustice as well as patterns of inclusion and exclusion. This interpretation
is largely attributed to the desire of protecting a pristine and untouched nature that is
constantly under threat and in danger of disappearing. Powerful arguments like this
have significant implications for the way we perceive urban environmental change,
since nature is commonly interpreted as an entity separated and excluded from human
relations.

In order to overcome this impasse, this paper employs the notion of waterscape, a
constructed landscape that continuously changes and transforms by sustaining a
complex assembly of institutional frameworks, discursive practices, technical choices
and struggle over meanings that usually surpass a fixed scale. Through the lens of
the waterscape, it is possible to avoid the limitations of thinking about water in purely
biophysical terms and as a static object that is subject to human manipulation (Budds
and Hinojosa 2012). While flowing through the waterscape, water is not considered
anymore to be a passive and politically neutral object lacking agency. Rather, water
becomes productively framed as socio-nature, which both shapes and becomes
shaped by the uneven power relations inherent in the process of urbanization.

This conceptualization offers an alternative vantage point from which to evaluate how
the flow of water becomes part of a strategy of capital accumulation, while at the same
time sustains inequalities in access. The transformation of water into urban nature
would be impossible to conceive without the development of infrastructure networks.
While these physical artifacts might appear as simple and invisible technical measures
to effectively organize the continuous flow of water through the city, they can also be
understood as instruments that embody power relations that go in line with a capitalist
mode of production. As urban infrastructure networks support the simultaneous
circulation of flows of water and flows of capital, they become a productive field for
understanding the way in which this double circulation constructs and reconstructs
uneven urban waterscapes. Drawing on the “splintering urbanism” thesis elaborated
by Stephen Graham and Simon Marvin (2001), it is argued that the reshaping of urban
infrastructure networks is primarily rooted in recent waves of neoliberal reforms.

Consequently, neoliberal restructuring in the water supply sector has significant
implications for the way in which water is accessed, controlled and managed. In order
to understand how market principles have been increasingly articulated to biophysical
resources such as water, this paper engages with recent work on the neoliberalization
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of nature, an area of research which has been undertaken in the majority of cases by
critical geographers (e.g. Bakker 2005; Castree 2008a, 2008b; Heynen et al. 2007;
Mansfield 2008; McCarthy 2005). To add analytical precision in understanding how
processes of neoliberalizing nature unfold, Bakker (2010b) suggests that neoliberalism
and nature need to be treated as two complex and variegated categories. The author
calls for making a clear distinction between different types of neoliberal reforms such
as privatization and commercialization in order to avoid the pitfalls of assuming that
neoliberalism is a hegemonic and singular project. Privatization involves a change
in ownership, or a transfer of management from public to private control, while
commercialization involves institutional change towards the introduction of market
principles, competition and profit-maximization in resource management practices
(Bakker 2005). These modalities of neoliberal practices vary significantly depending
on the biophysical qualities of the natural resources under consideration.

Sensitivity to the materiality of nature, therefore, opens new possibilities for the
neoliberalization of nature literature to examine how different types of neoliberal
reforms articulate to specific socio-natures. Framed in this way, neoliberalism is at
some level dependent upon the non-human world for its success as the biophysical
and spatial characteristics of a specific resource pose challenges, opportunities and
barriers to different types of neoliberalism (Bakker and Bridge 2006; Castree 2010).
Acknowledging this aspect, therefore, offers a helpful starting point to find explanations
on why movable resources such as water (Bakker 2005) or ocean fisheries (Mansfield
2007) resist being fully incorporated into networks of capital accumulation, compared
to immobile resources such as gold (Bridge 2007).

This paper adds a governance perspective to the analysis of the concept of
neoliberalism in urban political ecology, by analyzing how socio-natures become
reconstituted by the implementation of market-oriented policies. Governance in this
case becomes analytically useful to understand the institutional arrangements that
frame decisions regarding nature distribution in a neoliberal economy. In this paper,
institutions are interpreted not only in the narrow sense of norms, rules and regulations
but also as cultural norms and practices (Bakker 2010a). This conceptualization
opens up possibilities to transcend the conventional formal institutions (e.g. water
rights, laws, rules etc.) to include informal practices and strategies (e.g. bargaining
and negotiation) through which socio-natural relations are governed. As inequalities
are often a predictable outcome of institutional frameworks through which natural
resources and societies are governed, the conceptual framework of governance failure
provides a useful lens through which to examine how the institutional dimension of
urban water supply neglects to take effectively the needs of low-income households
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(Bakker 2010a). As such, this framework allows for a detailed empirical examination of
the main factors (economic and non-economic) that undermine low-income household
capability to pay water bills and encourage securing access to water through illegal
practices. This aspect will be elucidated through the case of water disconnection due
to non-payment in Medellin.

3. The Neoliberal Transformation of Medellin’s Urban Waterscape

Water services in the city of Medellin are supplied by Empresas Publicas de Medellin
(EPM), a multi-utility company created in 1955 and owned by the municipality to which
it pays 30 % of its utility revenues. In 2011, the company transferred to the city USD 245
million for the improvement of health and educational services, provision of facilities
such as parks and libraries as well as payment for street lighting. EPM has been
praised both nationally and internationally for its efficiency and quality of services and
as a model to follow in other Latin American countries. The company enjoys a “natural’
monopoly condition not only by providing water but also sanitation, electricity, natural
gas and telecommunication services to over 4 million people in Medellin’s metropolitan
area. Water demands in the city are met through an extensive distribution system
comprised of 11 plants, 34 pumping stations, 110 storage tanks and a complex network
of 3,599 km of pipelines which transport 288.5 million cubic meters of water on a
daily basis during 24 hours to 971,755 customers. With this sophisticated technical
infrastructure, the company guarantees an urban coverage of almost 100 % (EPM
2011).

Over the last two decades, however, the flow of water through the city’s waterscape
has become an accumulation strategy as the company has adopted a competitive
and profit-driven logic in the provision of water services. The neoliberal restructuring
that comprises Medellin’s waterscape is largely the result of two key changes in the
spatial and economic organization of the multi-utility company. First, the company
initiated in 1997 a process of commercialization under the auspices of the World Bank.
In compliance with the Public Utilities Law (Law 142) of 19942, EPM adopted a new
institutional model by transforming from a Compariia Municipal (municipal company) into
an Empresa Industrial y Comercial del Estado (state-owned industrial and commercial
company). The rationale for commercialization has been the creation of competition for
providing public services, increased organizational flexibility and financial viability, and
the generation of new market opportunities (Ibid.).

2 This law governs decision making concerning the delivery of municipal services in Colombia.
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Commercialization initiatives in the water sector have been consolidated through the
introduction of market mechanisms such as cost-recovery measures into both economic
and environmental regulation. Regarding prices, economic equity is prioritized over
social equity. In other words, water is no longer considered to be a public good that
is provided to citizens as a right, but rather, it is substituted by the economic notion of
willingness to pay, instead of the more social notion of ability to pay. In the last couple
of years, the city has registered one of the most expensive water tariffs in the country.
In 2007, EPM’s average operative income per cubic meter in Medellin registered USD
1.43 while the operative costs per cubic meter represented USD 0.64 (Fernandez et
al. 2009). Consequently, the company reported the highest gross margin between total
revenues and total costs in Latin America: 39 % (ibid.).

The appropriation of nature within the urban fabric has been facilitated by environmental
initiatives aiming at privileging aesthetic qualities such as the protection of public
fountains and green spaces, construction of water screens that combine architectural
lighting as well as implementation of the Medellin River Sanitation Program. As the
river and its tributaries registered high levels of municipal and industrial pollution by
the early 1990s, the company initiated the construction of two wastewater treatment
plants with loans provided by the Inter-American Development Bank (IDB) to partially
treat sewage emitted by the city. The San Fernando plant initiated operations in 1999
with an investment cost of USD 87.2 million and a capacity of 1.8 m3/s. For the second
phase of the program, the Bello plant will be constructed by 2015 with a loan of USD
225 million and a capacity of 5 m®*second (EPM 2000). In stark contrast to the high
levels of pollution in Medellin’s river, the company provides among the highest quality
drinking water in the world, surpassing the standards established by the World Health
Organization in terms of turbidity, color, odor, taste and pathogenic bacteria (EPM
2000). Numerous campaigns have been deployed by the company to encourage
consumers to drink water directly from the tap.

Conservation initiatives have undertaken a pivotal role as the company has embarked
in educating consumers on the importance to treat water as a fundamentally scarce
commodity. Several programs have been introduced to re-educate poor consumers
into a “payment culture” and to appreciate water as a scarce ecological resource, even
though the city is located in an area of high water availability. Public campaigns such as
“pagar por el servicio y no por el desperdicio” (“pay for the service and not for the waste”)
have proved to be successful in reducing consumption patterns and in providing new
meanings and cultural values to water. Partly as a result, water consumption reported
a decline from 26.3 m® per month in 1996 to 20.6 m® per month in 2001. Strategies for
promoting conservation are being reinforced through pedagogical displays of nature in
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the recently opened Museo del Agua (Water Museum) and the future establishment of
a water research center aiming at investigating the potential impacts of climate change
on water availability (El Colombiano 2012a).

The second key spatial and economical change of the company has been the
transnationalization of operations into other geographical areas. In late 2010 and
early 2011, EPM has launched itself on a path of accelerating the expansion of its
networks of capital accumulation. Nowadays, the company has become the leading
energy provider in Central America after taking over the electric regulated utilities
ENSA (Panama), DELSUR (El Salvador), as well as Gesa and DECA Il group
(Guatemala). Telecommunication services have been introduced in North America and
Spain to serve the Latin American diaspora population and its next goal is to extend
new investment opportunities in the water sector, in which Mexico and Puerto Rico
are possible candidates for cooperation. In Mexico, the company might engage in the
construction and operation of 142 sewerage treatment plants while in San Juan there
is the prospect of a deal to operate one-third of the city’s water supply system (El
Colombiano 2012c).

Outside the country, the company behaves as a private multinational, operating in a
highly competitive environment with an increasingly internationalized capital structure.
EPM has stipulated a target of USD 5 billion in sales for the year 2015, 60 % of which
should be generated in Colombia and 40 % abroad (EPM 2012). Thus, not only has
the city’s waterscape undergone a process of commercialization, it has also been
integrated into transnational networks of capital accumulation. The costs and benefits
of the recent neoliberal restructuring of Medellin’s waterscape have been distributed
highly unevenly in the city and have impacted consumers differently according to their
economic, social and spatial condition. This paper centers on those users that have
been affected the most by the recent transformation of EPM and the concomitant
implementation of policies of disconnection for non-payment, a subject that will be
analyzed in the following section.

4. The Institutional Dimension of Water Disconnection

As part of this study, | conducted a survey of 66 households in 16 different neighborhoods
in Medellin that report high rates of water disconnection during the period September
to November 2011. Although the sample size is not large, it is an exploratory study in
areas highly relevant for the phenomena of water disconnection, and therefore is able
to develop preliminary explanations with respect to service provision that permit further
research on disconnection patterns. The study areas were selected in consultation with
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municipal government officials, NGOs representatives and community leaders based
on statistics of water disconnection provided by the water company. Surveys were
conducted door-to-door with the assistance of community leaders and three students
from local universities.

The results of my survey provide a valuable source of information concerning the
institutional dimension of water disconnection. Using the central characteristics
of governance failure, it was possible to identify the main difficulties faced by low-
income households to participate in programs of reconnection offered by the water
company and to understand why illegal practices become in many cases the only
feasible solution to regain access to water, despite the strict sanctions imposed by
the company. Additionally, the results served to examine the concrete ways in which
disconnected households experience new strategies offered by the municipality and
the water company to redress inequalities in access such as prepaid systems and a
free water allowance program. This information was complemented with other sources
of published data including municipal statistics, articles in local newspapers, reports
and interviews.

4.1. Economic and Non-Economic Factors Leading to Disconnection

4.1.1. Inability to Pay

The reasons contributing to non-payment are multiple and complex. Unsurprisingly,
according to a survey developed by the author, the most common reason for non-
payment of water bills is inability to pay. From the 66 households surveyed, 71 %
affirmed that they did not have enough economic resources to afford their bills. This
problem goes beyond the level of a single household, however, and is linked to structural
inequalities in the city, such as low educational levels, exclusion from employment
opportunities, strong dependence on the informal economy, high levels of violence
and large size of the families. In 2011, the unemployment rate stood at 17.9 % and the
population depending on work in the informal sector represented 47 % (Alcaldia de
Medellin 2011).

In the survey conducted, 77 % of households reported living on less than a minimum
wage salary (USD 288 per month) and experienced fluctuating income. These problems
were compounded with extremely low education levels (73 % reached only the primary
school level) and the size of families usually exceeded the city’s household average of 4
members, according to the 2011 Medellin census. Between 1998 and 2003, the lowest
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socio-economic strata in the city (Strata 1, 2 and 3)* reported the highest increment
in water prices corresponding to 948 %, 413 % and 335 % respectively while the
commercial and industrial sector reported the minimal increment of 63.4 % (Contraloria
General de Medellin 2003). Although water is delivered at subsidized rates to low-
income areas, consumers continue paying a relatively high proportion of their monthly
income for water bills. Studies have documented that households located in the lower
socio-economic strata spend more than 30 % of their income on water instead of the
average of 3 to 7 % (Contraloria General de Medellin 2003). According to the World
Bank, household expenditures on essential services above 5 % of monthly household
income are considered not affordable for the poor. Clearly, consumers who earn less
than a minimum wage are struggling to pay their bills as they absorb a significant
proportion of their earnings (Kommives et al. 2005).

4.1.2. Unawareness of Legal Mechanisms to Reclaim the Right to Water

The institutional framework governing access to water in Colombia provides insights
into the tensions and contradictions inherent in processes of capital accumulation. The
paradoxical character of these polices can be seen, on the one hand, in aggressive
cost-recovery policies and disconnection practices, and, on the other hand, on a
language of rights, inclusion and social equity. The impact of full cost-recovery pricing
on low-income households is supported by Law 142 of 1994, which grants water
utilities the power to disconnect a household for non-payment of services. This law
may conflict with a duty to protect the right to water. Although the National Constitution
does not explicitly mention the right to water, it recognizes the right to health and clean
environment. According to the Article 366 of the Constitution, the state is required
to find solutions for the unmet needs in terms of education, health, environmental
sanitation and water provision. In addition, Colombia supported the resolution adopted
by the United Nations on 28 July 2010, which declares that access to clean water and
sanitation is a fundamental human right (A/RES/64/292 of July 2010).* The recognition
of these rights, therefore, imposes certain responsibilities on both state and non-state
actors that may be enforced by courts.

3 With Law 142 of 1994, the state introduced a cross-subsidy policy in order to avoid restriction of
access to water services for low-income households. It consists of charging higher water tariffs to
residential users from the wealthier socio-economic strata (Strata 5 and 6) and commercial and
industrial users in order to charge below average rates to households located in low socio-economic
strata (Strata 1, 2 and 3). Strata 4 remains neutral with respect to cross-subsidy in the sense that
users in Strata 4 pay no more that the marginal costs of water provision.

4 For further information, see: UN General Assembly, A/RES/64/292, “Human right to water and
sanitation” [28/07/2010].
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In Colombia, the Constitutional Court plays an important role in enforcing the human
right to water by enabling individuals and communities to regain access to the service
through legal means after being disconnected. It does so by prohibiting any service
provider from disconnecting a household when it is inhabited by individuals under
special constitutional protection such as children (Constitutional Court Decision T-546
of 2009), Internally Displaced People (IDPs) (Constitutional Court Decision T-717 of
2010) and elders and single mothers (Constitutional Court Decision T-092 of 2011)°.
Desconectados are provided with official sanctioned mechanisms such as acciones
de tutelas (tutelary actions), derechos de peticion (right of petition) and acciones
populares (popular actions), which enable direct requests to any judge in the country
for the protection of fundamental rights when they are violated.

To put this in context, an applicant, Mrs Borja, living in the barrio El Limonar, installed
a tutelary action with the assistance of a local NGO after three months of being