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Introduction: The Class Politics of Privatization:
Global Perspectives on the Privatization of Public
Workers, Land, and Services

Jennifer Klein
Yale University
Abstract

Surveying countries in all continents, a recent international report sponsored by The Club
of Rome declared privatization to be “one of the defining features of our era.”" Any major
phenomenon of our time must have historical roots. The purpose of this volume is to
address privatization as an issue of globalization, to give it a history apart from the
totalizing notion of neoliberalism and the prescriptive models of economic theory. The
consensus among social theorists and observers is that this global process of
privatization is a result of neoliberalism, a practice and ideology whose central tenet is
the primacy of markets. Certainly, the rhetoric and policies of neoliberalism have been
spreading rapidly throughout the globe, but the blanket use of this concept has not
enabled us to get inside the real social and political transformations that marked the
last decades of the twentieth century. The writers in this volume introduce the
particularities of social and labor histories and locate privatization in narratives of class
politics and struggle. Bringing social and labor history into the analyses of
privatization, at the same time, these essays put labor history, often monographically
focused, into larger discussions of the state and capitalism. These essays make the class
agenda of privatization explicit, viewing it not just as the “opening of markets,” but as
clear assaults on the working classes and on the public claims that workers and citizens
are able to make on the economy’s resources and productivity.

Narratives of neoliberalism often present these models and imperatives as ema-
nating from the United States and United Kingdom. For Joseph Stiglitz, former
chief economist at the World Bank, “any economic analysis of the world’s
current economic problems and of the decade that preceded, must begin with
a discussion of America.” From his perspective, the story is one of how
“Uncle Sam became Dr. Sam, dispensing prescriptions to the rest of the
world.”® But this is not a historically useful way of understanding the processes
and conflicts at work. Whether presented in political or economic terms, it is
often a top-down story: a story of governments, economic experts, and financial
intermediaries. It cannot explain precisely why, when, and how privatization
happens in any particular instance. Here we bring together scholars from
history, labor studies, economics, and political science to connect the significance
of local variation with the bigger picture.

A first round of discussion concerning privatization focused on the transfer
or sale of state industries, particularly extractive industry, transportation, and
ports, to private hands. These large-scale privatizations did not necessarily
begin under conservative governments. Privatization of British Petroleum, for
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example, was begun under the Labour government in 1977. Once begun,
however, conservative governments accelerated the process. When Margaret
Thatcher came into office in 1978, her government set out rapidly to privatize
gas, electricity, coal, airlines, rail, telecommunications, and water. According
to Mattias Finger, the term “privatization” was popularized by the sale of
British Telecom in 1984. Within twenty years, Britain had sold off 119 enter-
prises.” Argentina, Chile, and Mexico sold most of their state-owned enterprises.
In Chile and Peru, the sale of public assets occurred in nearly all economic
sectors.* In cases such as these, privatization has meant simply selling a public
asset and transferring it to private ownership.

Yet privatization more generally entails a complex and far-reaching
phenomenon in which a wide range of formerly public goods and services are
transformed into commodities available on the market. Privatization was also
taking place through the use of private contractors for the purchase, sale, and
delivery of particular goods and services that had previously been provided
by the state. By shifting our focus to service sectors—healthcare, welfare,
parks and recreation, and urban services—the essays in this volume look at
this more complicated process of privatization. It becomes clear, then, that pri-
vatization is not synonymous with the retreat of the state. Instead, as Beatrice
Hibou writes, privatization entails the ongoing negotiation between public
and private actors, “the constant redrawing of the frontiers between public
and private.” As Stiglitz points out, business and financial interests certainly
expected government to play a role in helping them gain access to markets.’®
Rebecca Givan and Stephen Bach show us the privatization of the United
Kingdom’s National Health Service (NHS) has involved the growing outsour-
cing of support services, the rise of privately employed workers in the NHS,
and major expansion of the private sector in the construction of hospitals, pro-
vision of clinical services, and the operation of all nonclinical services. In part,
their study reveals how, in David Harvey’s words, “the boundary between
state and corporate power has become more and more porous.”” In this light,
we might ask, when an inmate in an American prison owned by Corrections
Corporation of America (CCA) stares up at a guard with a PCA uniform and
badge, is he looking at state power or private corporate power?

One aim of this volume is to examine the response of the unions most
closely bound up with the privatization of public-service/public-sector unions.
Earlier studies have focused on male workers at the core of the traditional
labor movement: miners, railroad workers, and longshoremen. Healthcare
and other social services employ another part of the working class, heavily
composed of women, immigrants or migrants, and racial or ethnic minorities.
Often organized at a later phase, their union movements coincided with civil
rights and other rights-based movements, community movements, and, speaking
most broadly, movements for inclusion in the economic or political mainstream.
Franco Barchiesi, in his essay on Johannesburg, shows how the South African
Municipal Workers Union (SAMWU), one of the fastest growing unions in
postapartheid South Africa, did not begin to organize the black urban
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working class until the 1970s and 80s. Characterized by rank-and-file militancy,
SAMWU’s membership and strength surged at the height of the antiapartheid
struggle in the 1980s. While the new democratic regime enacted a Labor
Relations Act giving municipal workers unprecedented rights to bargain collec-
tively and strike, democratization was also accompanied by economic liberaliza-
tion, austerity plans, and privatization. Barchiesi therefore situates SAMWU’s
activism and opposition to Johannesburg’s municipal privatization within “the
unique opportunities and challenges municipal workers derived from
democratization.”

In their article on the Hospital Employees Union (HEU) and the privati-
zation of Medicare in British Columbia, Canada, Benjamin Isitt and Melissa
Moroz extend our historical vision by contextualizing a recent strike against
health services privatization within British Columbia’s century-long history of
militant independent unionism. Steeped in a long tradition of syndicalism, BC
had experienced significant waves of labor upheaval and general strikes
throughout the twentieth century. Eventually, HEU followed in this tradition,
breaking off from the Canadian Union of Public Employees in 1970, pursuing
an independent course in the 1970s and early 80s as it organized women, immi-
grants, and people of color, and growing along with the public healthcare
system. Women made up eighty-five percent of HEU members, immigrants
thirty-one percent. As Isitt and Moroz also argue, HEU “represented an insti-
tutional barrier to the dismantling of universal Medicare,” an agenda of the
BC Liberal government. When 40,000 HEU workers went on strike in 2004,
they were joined by 30,000 other unionized workers. Still, the strike won only
partial gains: restrictions on further contracting out, in exchange for wage roll-
backs and existing service contracts remaining in corporate hands. Thus while
placing the HEU strike within an historical “pattern of class solidarity,” Isitt
and Moroz reconsider the general strike and whether it can be an effective
tactic in the current era of neoliberalism.

Givan and Bach use extensive interviews to examine the role of trade
unions as service privatization has spread through the NHS system. Unison
is a broad public service union with about 1.3 million members, of whom
400,000 work in healthcare. Givan and Bach trace how the union stance
toward privatization has generally been more reactive than proactive, shaped
by relations between unions and the Labour party, especially as marketization
escalated under the New Labour government of Tony Blair. Unable to stop
privatization, unions shifted to what the authors call a “pragmatic and strategic”
approach. This approach pursued three principal goals: protecting members;
acting as intermediaries between public and private entities; and organizing
the new private sector employees within the emerging two-tier workforce of
NHS. The debate, as Givan and Bach describe it, revolves around poles of
accommodation and resistance. Shifting from a broader ideological class
strategy to one focused on the workplace, Unison representatives have tried
to position themselves as intermediaries between the different accountability
structures of Britain’s new hybrid public-private health workplaces. Their
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article asks whether the union can still win workplace battles while, as they put
it, “losing the ideological war.”

Privatization, of course, has been intended as a specific assault on the
wages, benefits, and job security earned over a long struggle by public-sector
workers. But it is also an assault on the gains in public goods and services
made by citizens and consumers. To really consider the class struggle and
political struggle surrounding privatization, we have to look beyond formal
trade unions and the workers they contractually represent. What other types
of class-based movements have emerged to contest privatization? How have
various class alliances promoted, acquiesced in, or protested privatization?
Looking closely at class formation and restructuring in Bolivia, Susan Spronk
investigates the alternative vehicles for organizing workers, consumers, and
the poor outside of trade unions. In this study of Bolivia over the past four
decades, Spronk finds new political formations that arose in conjunction with
urbanization and political-economic restructuring. Territorially-based organiz-
ations, rather than public-sector unions, have shaped the political struggle
during the Cochabamba “Water Wars.” Spronk details the tensions within the
Coordinadora de Defensa del Agua y de la Vida (Coalition for the Defense
of Water and Life) between consumers and workers. She also looks at the
emergence of a subsequent movement around water privatization, the
FEJUVE of El Alto, a territorially-based organization that also has the more
formal structure of elected representatives, as a model for enabling community
participation in the management of a municipal water utility. Yet the FEJUVE
too faced the same dilemmas of balancing consumers’ and workers’ interests.

Understanding the struggles around privatization, then, entails looking at
the activities of consumers. Service-sector employment always involves a
“third party”—the client or the consumer. Moreover, in social services, a
fourth party, the state, perpetually creates, shapes, and reorders the service
relationship.® As Franco Barchiesi writes in his essay on Johannesburg, munici-
pal employment is “a point where workers and citizens, producers, and users of
services intersect.” Hence, Barchiesi, Spronk, and other authors in this volume
explore “the overlap of worker identities and community-based demands.” In
some cases, the strategy of privatization as well as the responses to it, emerge
from community groups and social movements previously organized around
housing, sanitation, income support, or jobs. What these essays seek to show
is how or whether responses to privatization become part of broader social
movements, especially in the face of elite consolidation of power. In some
cases, the overlap between workers and consumers is direct and specific, as
Jane Berger finds in her study of antipoverty programs in Baltimore.
African-American women both staffed these offices as low-level direct service
providers and made up a large percentage of the clients. In other cases, as for
instance in Johannesburg and British Columbia, the question is whether the
consumer or social movements could build broader alliances to protect public
services as well as public jobs, linking the quality of services with conditions
of employment and widespread democratic participation.
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Rhetoric and ideology play a substantial role in the politics of privatization.
One of the most insistent discourses used by elite capitalists seeking new
markets is the rhetoric of debt, fiscal crisis, and fiscal realism. Municipalities,
states, and countries—both rich and poor—are told by bankers and economists
they must accept the purported “discipline of the market.” Within this discourse,
public budgets are cast as undisciplined, unruly, and out of control; private
markets are claimed to be the opposite: disciplined and restrained. Bloated
public budgets and municipal unions have been made the culprits for any
crisis in capital accumulation. This rhetoric of fiscal crisis, as Jane Berger
shows in her article on Baltimore, was not just a backdrop to the unfolding
politics of the 1970s; it was an essential political tactic. Berger presents us
with an interesting dialectic of crisis. She shows how urban austerity budgets,
like those implemented in Baltimore in the mid-1970s, were linked to currency
instability and the dollar crisis in the international financial system. Responding
to the corporate crisis of profitability, Berger argues, US presidents in the 1970s
and 1980s adopted urban policies shaped by macroeconomic agendas that prior-
itized capital’s search for larger returns on investment. These macroeconomic
and fiscal policies encouraged capital abandonment of American cities just at
a time when their infrastructures were seriously aging. The changing federal
response to poverty worsened the urban crisis. This kind of disinvestment
gives us a broader sense of the economic and social hit that working-class
residents—not just workers—faced, as well as its gendered dimension; it
affected all the essential services on which families depended. Berger concludes
that “privatization deepened an urban crisis that by the early 1980s had made
Baltimore a city with one of the highest percentages of people living in
poverty in the nation.”

While the rhetoric of fiscal crisis pressured public officials to carry out
this agenda, the “restoration of class power,” as David Harvey puts it, still
needed an ideological rationale that would garner widespread public support.
Political leaders turned to the language of ownership and entrepreneurialism.
According to Harvey, widespread privatization under the Thatcher government
was legitimized by the extensive selling off of public housing to tenants, a policy
presented as fulfilling a traditional ideal of individual property ownership.”
President George W. Bush has consistently marketed the privatization of
Social Security as a component of his “ownership society.” Jessica Allina-
Pisano explores the deployment of this rhetoric most directly in her essay
on the reorganization and privatization of collective and state farms in
post-Soviet Russia. The reorganization of agricultural enterprises began in
1992, as a project of adaptation to a market society. Under the new land
reform policy, land and other farm assets would allegedly be distributed to
each “worker-shareholder.” Yet, as Allina-Pisano discovers, rather than
relying on a purely contemporary language of neoliberalism, post-Soviet
advocates of privatization reached back into Russia’s own history and retrieved
the language of entrepreneurial farming, peasant ownership, and efficiency from
an earlier era of agricultural reform under Petr Arkad’evich Stolypin, Russia’s
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reformist prime minister from 1906 to 1911. The acquisition of property rights,
however, came at a high cost for many rural people. Far from leading to econo-
mic independence, “privatization of land in post-Soviet Russia,” Alina-Pisano
suggests, “served as a mechanism for widespread dispossession and
proletarianization.”

Oliver Cooke offers a unique contribution to this volume by tackling the
theoretical approaches to privatization, especially in confronting public choice
economists. Neoclassical economics, he argues, has focused so assuredly on
the presumed efficiency outcome of privatization that it rarely looks at the
actual process of commodification or the private entities that take over a
public good or service. Developing a class theory of privatization, Cooke
directs our attention to the fact that a public good or service is produced
under starkly different social relations than is a private commodity. Beginning
with Karl Marx’s distinction between use value and exchange value, Cooke
seeks to prove the inherently antidemocratic nature of privatizing a public
good or service. Using the privatization of New York’s Central Park as his
case study, he establishes first that a public park is intended for use and possesses
no exchange value. Once it was turned over to a private entity, it became a com-
modity, an investment that needed to be protected by its financial managers.
As a result, decisions about the park’s use were severed from democratic pro-
cesses. The managers of Central Park could deny use of the park, as occurred
during the 2004 Republican Convention, by claiming they were protecting the
value of their investment. In this way, Cooke “underscores the contradictions
inherent in attempts to square democratic principles with capitalist relations
of production.”

Our final piece, by Colin Davis, is a response to a recent political imbroglio
that exposed fault lines between the conservative promotion of privatization
and the imperatives of nationalism. When a United Arab Emirates company,
Dubai Ports World, won a contract to run major US ports, American
lawmakers—most of them supporters of free trade and unregulated global
capitalism—suddenly expressed outrage that such vital nodes of the American
economy would be operated by an Arab company in a post-9/11 world. The
concerned posturing resembled Captain Renault’s expression of astonishment
that gambling was taking place at Rick’s casino in the film Casablanca. Wasn’t
the whole point of creating new markets opening up competitive opportunities
for global corporations? Colin Davis again offers a longer historical perspective.
The privatization of the world’s ports, Davis shows, is not a new phenomenon. In
this short, reflective piece, he gives us a transnational overview of the process
and significance of privatizing ports.

Two areas in particular we were unable to address in this volume are priva-
tization of prisons and military combat and support services. The privatization of
the use of violence and coercion is clearly having tumultuous effects around the
world. In addition to reflecting on the myriad uses of global private mercenary
companies by state powers, we might also think about where the private con-
tracting of force is linked to the dispossession of public assets by private
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corporations. In an era when the dominant political discourse conflates unrest-
rained capital prerogative and markets with democracy, new reflections on the
mechanisms and contexts of privatization could produce fruitful new conversa-
tions about public rights, public goods, and democracy. This collection rep-
resents one opening in a critical, future discussion, and another chapter in a
long history of the idea of “the commons.”
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Roots of Resistance to Urban Water Privatization in
Bolivia: The “New Working Class,” the Crisis of
Neoliberalism, and Public Services'

Susan Spronk
York University

Abstract

This paper analyzes the roots of resistance to the privatization of public services in the
context of the changes to class formation in Bolivia. Based upon two case studies of
urban water privatization, it seeks to explain why the social coalitions that have
emerged to protest the privatization of public water services in Bolivia have been led
by territorially-based organizations composed of rural-urban and multiclass alliances
rather than public-sector unions. It argues that protest against the privatization of
water utilities in Bolivia must be understood within the context of neoliberal economic
restructuring and the emergence of what has been termed the “new working class,”
which is now primarily urban and engaged in informal forms of work.

“While you can’t drink the rhetoric of anti-globalization, struggles like the water
war are vital, and the only hope for rebuilding a progressive agenda.”
—Thomas Kruse, Investigator on labor issues in Bolivia®

On December 18, 2005, Bolivia hit the international news with the announce-
ment that the country elected its first indigenous president, Evo Morales.
Winning an unprecedented fifty-four percent of the popular vote, Morales’
party, el Movimiento al Socialismo (Movement towards Socialism, henceforth
the MAS) rode into office on a wave of protests that rocked the small
Andean country for more than five years. The Cochabamba Water War is
widely credited as the event that started it all. In April 2000, residents of the
Cochabamba Valley successfully expelled a powerful multinational corporation
that had been given monopoly control over the urban water supply. After fifteen
years of ineffective resistance against neoliberal structural adjustment policies,
the Water War opened a new cycle of protest that forced the removal from
office of two Bolivian presidents within two years and helped to define what
promises to be a new era in Bolivian politics.

Locally, the Water War and the events that followed have inspired much
theorizing about the “new social subjects” which have successfully contested
neoliberalism in Bolivia. At the heart of the resistance struggle in the
Cochabamba Valley was a rural-urban, multiclass alliance called the
Coordinadora de Defensa del Agua y de la Vida (Coalition for the Defense
of Water and Life, henceforth the Coordinadora), which appeared to overcome
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some of the problems associated with “old” forms of social movements, particu-
larly trade unions. Bolivian sociologist (and now Vice President) Alvaro Garcia
Linera argues that organizations such as the Coordinadora “do not create a
border between members and nonmembers in the way that the unions used
to do.”® According to this view, trade unions with their struggles over legal con-
tracts, closed membership, and hierarchical leadership structures no longer rep-
resent the interests of the majority of the population, especially those engaged in
informal types of work. In contrast, the Coordinadora, which fights for the right
to water, “the source of all life,” is a better vehicle for organizing the working
class because the only criterion for membership has been active participation
in the daily struggles.

While most evaluations of the Cochabamba Water War have rightly
stressed the importance of building coalitions among different groups in the
struggle against neoliberalism, this investigation focuses on the inherent ten-
sions that emerge within such coalitions and the manner and degree to which
these tensions can limit their effectiveness at raising living standards for all.
More specifically, five years after the Water War, tension has emerged within
the Coordinadora between consumers, who have lobbied to lower the costs of
goods and services, and the workers who produce those services, who have
sought to improve, or at least preserve, their wages and working conditions. I
argue that while consumption issues such as access to potable water are an
essential part of the broader working-class struggle, organizations that focus
on lowering the price of wage goods at the expense of workers’ struggles for
better wages and working conditions risk contributing to the decline of the
working class as a whole.

The first section begins by placing the resistance struggles against the priva-
tization of urban water utilities in their historical context, providing a synthetic
account of the recent changes to the Bolivian political economy under neoliber-
alism. The second section explains why “territorially-based” organizations such
as the Coordinadora came to replace “class-based” organizations in Bolivia
with the rise of the so-called new working class. The third and fourth sections
describe the social composition of the coalitions that emerged to contest water
privatization in Cochabamba in 2000 and El Alto in 2005, followed by a specific
analysis of the Cochabamba case five years after the Water War.

From State Capitalism to Neoliberalism, 1952 to 2005

The high level of resistance to neoliberalism in the past decade in Bolivia relates
in part to the severity of its impact in the country. Bolivia was widely heralded
as a “star reformer” that pursued one of the most ambitious—and harshest—
structural adjustment programs on the continent.

The neoliberal structural adjustment policies introduced in 1985 aimed to
systematically dismantle the policies and practices of the developmental state
established after the national-popular Revolution of 1952. The revolutionary
government embarked on an ambitious plan to develop the economy along
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state-capitalist lines. The tin mines, which were previously controlled by three
men known as the “tin barons,” were placed under national control and direct
foreign investment was limited. During the Revolutionary period, the tin
mines provided the Bolivian state the bulk of its hard currency and formed
the base for a radical, highly-centralized trade union movement headed by
the Bolivian Workers” Central (Central Obrera Boliviana, henceforth COB).
The COB brought together unions from the “proletarian,” “peasant,” and
“middle-class” sectors, but its leadership has always been drawn from the mili-
tant miners’ unions, which played a leading role in the popular class struggle in
the postrevolutionary period.

After a postrevolutionary period of military rule that began in 1964, the
leftist coalition government elected in 1982 after the restoration of democracy
came to office under extremely unfortunate circumstances. The government
inherited an unmanageable debt-load, largely accrued by an unaccountable
elite who preferred to transfer their earnings overseas rather than invest in
Bolivia. In an attempt to redistribute the social wealth after decades of hardship
and repression, the government adopted an expansive wage policy. The econ-
omic situation quickly spiraled out of control when the price of commodities,
particularly tin, crashed in the mid-1980s. The low level of capital formation,
and the consequent government inability to collect revenue while being held
to unsustainable social expenditures, led to galloping hyperinflation, wiping
out overnight what little savings people had managed to scrape together.*

The response to the crisis was an “orthodox shock” therapy program
designed by Jeffrey Sachs, then an advisor to the International Monetary
Fund, and implemented by the Bolivian state. The “New Economic Policy”
(NEP) was much more than an economic policy. It was, in fact, nothing less
than a new ideological and philosophical framework to redefine Bolivia’s
future economic, social, and political choices. Under the NEP, the government
closed down the majority of its mines, reducing the workforce from 30,000 in
1985 to around 7,000 in 1987, and hence demolishing the base of the organized
labor movement. While the miners’” union accused the government that it “was
bent on destroying their economic power in order to crush [their] political
power,” the closing of the mines was also a quick solution to the “problem”
posed by the unprofitable state mining company and the militant unions,
whose wages placed a heavy strain on the government budget.’ The government
also dismissed another 31,000 public service workers (out of more than 200,000)
and 35,000 manufacturing jobs were lost by the end of the decade due to econ-
omic contraction.® In this early stage of the process, the government could not
yet muster the political support needed to shed all state enterprises—a task
that was taken up during the second stage of neoliberal restructuring.

One of the original architects of the NEP, Gonzalo Sanchez de Lozada, was
elected president in 1993. Although he only won thirty-four percent of the
popular vote, he formed a pact with two other traditional political parties,
which together pushed a controversial privatization program through congress.
The program, which was designed by a small group of technocrats working
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closely with Sanchez de Lozada, intended to limit social opposition to the sale of
what had long been considered by Bolivian citizens to be their national patrimony.
Euphemistically called “capitalization,” half of the shares in public companies in
the major sectors of the economy—energy, transportation, and public services—
were to be sold to foreign companies and the other half to private companies in
Bolivia. The proceeds from the sales were to be distributed to all Bolivian citizens
over sixty-five through a partially-privatized pension program.

The privatization program elicited strong criticism from across the political
spectrum. The traditional left claimed that the transfer of state property to
private enterprises was “unconstitutional,” while the right opposed the denatio-
nalization of enterprises that it considered strategic. The military, remembering
Bolivia’s defeat by Chile in the War of the Pacific in 1883, took particular offence
at the sale of the railway company to a Chilean firm, arguing that it was a threat
to national security and an insult to the country’s honor.”

The results of the privatization program were as disappointing as predict-
able. In fact, more than half of the shares were transferred to foreign companies
and the newly “capitalized” Bolivian enterprises were placed under the control of
multinational corporations, including the municipal water utilities in La Paz-El
Alto and Cochabamba in 1997 and 1999, respectively. Shortly after its privatiza-
tion, the national railway was shut down, isolating many rural communities that
depended on the railway for access to essential services and markets. Despite
the government’s promise that the privatized enterprises would create thousands
of new jobs, the new managers laid off 14,000 workers. With little state control
over pensions, the privatized companies have diverted their revenues elsewhere
instead of making the promised contributions, and the government had to
borrow $44 million to make the first payments, thus deepening the debt burden.®

In a nutshell, two decades of neoliberalism engendered profound structural
changes in the Bolivian political economy. The state, once the main employer, was
no longer a provider of goods and services, and limited its role to regulation and
social repression. The labor movement, once the leader of the popular struggle,
has been debilitated.’ In recent years, however, new actors have emerged to
contest the polarization of society such as the Coordinadora (mentioned
above), and the Federacion de Juntas Vecinales de El Alto (the Federation of
Neighborhood Councils of El Alto, henceforth, the FEJUVE). Unlike earlier
working-class organizations in Bolivia, the Coordinadora and the FEJUVE are
not organized under a trade-union banner. Rather, they focus on “neighborhood
issues” relating to living conditions and not “workers’ issues” relating to work and
employment. To understand the nature and political saliency of these
“territorially-based” organizations requires a more detailed examination of the
factors that have created the “new working class.”

The “New Working Class” and the Challenge of Mobilization

The deepening of neoliberal capitalism has engendered two trends that have
introduced new dynamics in working-class politics—accelerated urbanization
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and the decline of trade unions. First, within the past twenty years there has
been a profound demographic shift. For most of its history, Bolivia has been a
rural, agrarian society. During the colonial period, the majority of “Indios”
lived in the countryside and performed servile labor duties on haciendas and
in the mines established by the Spanish and their Creole descendants. The
cities were divided into separate zones for the elite white minority and the
“Indio” majority. Indians could not vote, nor set foot in the central square of
the capital La Paz. Liberal reforms enacted by the revolutionary government
ended legal forms of discrimination, but a deep racial divide between the
“white” minority (the k’ara) and the indigenous majority remains to this day.'”

By contrast with the past, sixty percent of the Bolivian population now lives
in its three major urban areas. Between 1976 and 1992 the population in urban
areas grew by four percent per year, continuing to grow at nearly the same rate
throughout the 1990s. El Alto, the satellite city of La Paz, grew from 11,000 in
1950 to almost a quarter of a million in 1985, and it reached about 650,000 in
2001 and over 800,000 in 2006, making it Bolivia’s third largest city, with a popu-
lation nearly the size of La Paz. Cochabamba, Bolivia’s fourth largest city, had a
population of 220,000 in 1976 and nearly doubled to 536,000 in 2001. While the
majority of migrants to Cochabamba previously came from the surrounding
region, when the mines were closed in the mid-1980s, migrants also flooded in
from the altiplano, the high plateau where the capital La Paz and the mines
are also located. Most of these migrants moved to shantytowns located at the
peripheral areas of cities that lack basic infrastructure such as paved roads,
water, sewage, and garbage collection.'!

These urban areas have become sites of an explosive mix of class, ethnic,
and racial identities."> While space constraints do not permit the lengthy discus-
sion that this topic deserves, the changing relationships between peasants and
miners from 1952 to present provides a partial explanation of why contemporary
social struggles are no longer framed in class terms. The overwhelming majority
of peasants and miners share a common indigenous heritage. The majority of
the population in western Bolivia are descendants of two ancient empires.
The Quechua, the dominant group in the central valleys, are descendants of
the Inca, who established a colony in the Cochabamba Valley in the mid-
fifteenth century. The Aymara of the Andean altiplano were also conquered
by the Inca, but retained their languages, and autonomous social, economic,
and even political structures in an area known as the Qollasuyu. Both the
Quechua from the Cochabamba Valley and the Aymara from the altiplano
joined a common struggle to oust the local oligarchy in the Revolution of
1952.12 Since the Revolution, however, the relations between miners and pea-
sants became increasingly tense. Despite their common indigenous heritage,
miners tended to view peasants as “backwards” politically. As Bolivian historian
Silvia Rivera Cusicanqui writes, this animosity is in large part due to the fact that
rural peasant unions “were increasingly used as a basis of support for the gov-
ernment’s anti-worker policies” as the relationships between the miners and
the state deteriorated over the post-Revolutionary period."* These tensions
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came to a head with the formalization of the “military-campesino pact” (1966—
1977), under which violent conflicts ensued between peasants supported by the
military and the miners.

The “relocation” of many miners and peasants to the cities and the shared
experience of racism and economic hardship have facilitated the construction of
new forms of identity within the urban environment. Indeed, while “Indios”
were traditionally thought to only live in rural areas in Bolivia, a strong
process of indigenization has taken place in towns and cities as well.'” Since stat-
istics have been collected on indigenous identity, the number of Bolivians
reporting indigenous heritage has grown. In the last official census of 2001,
sixty-two percent of respondents over fifteen years of age self-identified as “indi-
genous,” making Bolivia the most indigenous country in South America.'® With
the decline of class-based organizations such as the COB and the recent influx of
former miners and peasants to the swelling cities, the axis around which popular
struggles have been organized has slowly turned from class to racial/ethnic
exclusion.

The second important trend that explains the nature and characteristics of
the organizations fighting privatization in Bolivia is the emergence of what has
been dubbed the “new working class,” which is now primarily urban and
engaged in informal forms of work. While the informal sector has always
been sizable, it is no longer thought of as the “backward” sector that would
eventually be phased out with economic development. Indeed, it has proven
to be the most “dynamic” sector of the economy. One study estimates that in
the 1990s, nine out of ten new jobs in Bolivia that were created in Bolivia
were informal jobs. Most individuals employed in the informal economy,
however, are “highly vulnerable” workers who lack labor and social protection
such as contracts, severance pay, social welfare benefits, ete.’

Labor organizers face a daunting task in the neoliberal context. Changes to
labor legislation ushered in with the NEP prohibited the organization of work-
places with fewer than twenty workers into trade unions. Far more challenging
than these legislative reforms, however, are the structural conditions that inhibit
the formation of workplace organizations. As Oscar Olivera, the former shoe-
factory worker and union leader who became a principal spokesperson of the
Coordinadora, explains, the growing informalization of work has seriously ham-
pered the capacity of “those who do not live off the labor of others” to organize
as a class."® Most men and women employed in the informal economy are self-
employed and therefore not in a position to join a conventional workplace-
based union. The informalization of work has also lead to the dispersal of
workers, who now work as street vendors in market stalls (men and women
of all ages), as casual laborers in the construction and building trades (mostly
men), or in middle-class peoples’ homes as domestic servants (mostly
women). The physical dispersal of workers has inhibited the formation of
strong collective identities connected to the workplace, as was the case in the
mining communities of Bolivia’s recent past. Within this highly segmented
labor market, tensions have emerged between full-time workers who enjoy
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the protection of contracts and labor legislation versus unprotected workers in
the informal economy. Olivera observes that:

The new working class has, so far, found it extremely difficult to project itself as an
active social subject with sufficient personality to launch convincing mobilizations,
to generate demands that motivate large numbers, or with even less success, to put
forward practical proposals that incorporate the demands of other social sectors.™

There is wide agreement amongst scholars and activists that new organizing
strategies are necessary to overcome the societal fragmentation engendered
by neoliberal restructuring, but few trade unions have risen to the challenge.
Oscar Olivera’s union of private manufacturing workers, the Federacion de
Fabriles de Cochabamba (Federation of Manufacturing Workers of
Cochabamba, henceforth Fabriles), is a notable exception. Under Olivera’s lea-
dership, the Fabriles have looked for creative ways to overcome the barriers to
working-class mobilization, such as integrating demands for wages and working
conditions as part of a broader platform for economic and social justice. Based
upon his experience during the Cochabamba Water War, Olivera argues that
organizing multiclass alliances involving all groups negatively affected by neoli-
beralism around “the basic necessities of life” is a potential way to overcome the
fragmentation of the working class.?’

The Cochabamba Water War

Water was the issue that detonated two of the most effective protests in Bolivia
in the past five years: the Water Wars in the cities of Cochabamba in April 2000
and in El Alto in January 2005. Both protests succeeded in pressuring the gov-
ernment to cancel privatization contracts with multinational corporations.*!
Given the two trends noted above, it is not surprising that these struggles
have not been led by trade unions, but rather by “territorially-based” organiz-
ations that bring together people from different walks of life with common con-
cerns that relate to their neighborhood or region.

Cochabamba is the site of one of the most famous and spectacular inci-
dences of privatization failure that has since become an icon in the anti-
neoliberal, alternative globalization movement. In September 1999, govern-
ment authorities granted a private concession to Aguas del Tunari (henceforth
Tunari), a “ghost” company formed by a consortium in which International
Water Limited (a subsidiary of the US-based multinational, Bechtel) held a
majority share. A month and a half later, the government passed Law 2029,
which granted monopoly rights over water sources to private companies, in
order to promote privatization in the water sector. Both the timing of the legis-
lation and the stipulations of the contract set the stage for social conflict. The
contract committed Tunari to expand the water network through the construc-
tion of an expensive dam project. It was to accomplish this task although it inher-
ited some of the debts accrued by the former public utility, the Servicio
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municipal de agua potable, alcantarillado y desagiies Pluviales (SEMAPA for
short), and was guaranteed an average rate of return on capital of sixteen
percent for forty years.”* Since the World Bank dictated that no public funds
could be channeled to the utility in Cochabamba, this money had to come
from the users themselves. The Tunari contract and the new water law also
granted exclusive property rights over water to concessionaires, which meant
that residents within the concession area could be charged for collecting
water from their own wells. Under the law, concessionaires could also apply
to draw on water resources in the region surrounding the concession area,
which raised the ire of the indigenous peasants in the Cochabamba Valley
who depend on water for irrigation.

The city of Cochabamba is located in a dry, fertile valley and there is a lot of
competition over water use for both domestic and productive purposes. Due to
its scarcity, water has long been one of the most important political issues for all
citizens in the Cochabamba Valley. As graffiti scrawled on a building in the
centre of Cochabamba reads: “I drink water, therefore I exist, therefore 1
vote.” At the time of privatization, almost half of the urban population was
not connected to the public water system. The problem was the most acute in
the poor, Southern area of the city known as the “Zona Sur” (South Zone).
Since SEMAPA never extended its network into these communities, most resi-
dents in the Zona Sur have built their own independent water systems. In the
words of Abraham Grendydier, the president of the Asociacion de los
Sistemas Comunitarios de Agua en el Sur (Association of Communal Water
Systems of the South, henceforth ASICA-Sur), communities in the Zona Sur
had to dig their own wells to provide drinking water because:

It is a zone of very few economic resources, where humble people from different
departments and provinces have migrated because of drought in the altiplano and
the relocalization of the miners. . .. But the government has never offered us any
solutions, or the mayors, or the prefecture, or the water company.?

The members of these community water systems invested time and money
building these independent systems with little help from the state, and they
became angry when the government granted a foreign private company the
right to charge them for their own well water.

The indigenous peasant farmers from the surrounding region were also
angry that the government failed to respect their right to water. For several
decades, conflicts over water have erupted between small farmers and govern-
ment authorities. Seven years before the Water War, the government sent in
the military to break blockades erected by small farmers in Quillacollo (thirteen
km from Cochabamba), who were trying to prevent SEMAPA from drilling
deep wells for the city’s water supply. The conflict was resolved peacefully
when the government and SEMAPA promised to find another way to solve
the city’s water problem.** In 1997, these farmers founded Federacién
Departmental de Regantes y Sistemas Comunales del Agua Potable
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(Federation of Irrigator’s Associations from the Department of Cochabamba,
henceforth FEDECOR) in order to protect their water rights, or their “uses
and customs” (usos y costumbres). The members of FEDECOR argue that
these rights are inalienable because they have “[e]xisted since antiquity and
come from our ancestors. Water comes from the Pachamama [the
pre-Hispanic fertility deity], who is the earth who gives us life.”*

Months before the signing of the Tunari contract, a Committee for the
Defense of Water and the Family Economy (Comité para la Defensa del
Agua y la Economia Familiar, CODAEC), comprised of FEDECOR, various
urban water committees, and an informal coalition of environmentalists who
named themselves People on the Move (El Pueblo en Marcha, PUMA),
warned the public that rates under a privatized company would rise by as
much as 175 percent over the short term.”® In November 1999, peasant
farmers blockaded roads around Cochabamba to protest the terms of the con-
tract and the new water law. Sporadic protests continued for the following
month and in December, groups of urban consumers and water users, including
the peasant farmers, merged to form the Coordinadora. In January, urban water
bills showed the anticipated price hikes, even though water services had not
improved. Middle-class families, some of whom had access to water only two
or three hours a day, saw their bills increase by as much as 200 percent.”’
Some found themselves paying twenty percent of their monthly income for
water, four times more than the limit recommended by the Pan American
Health Organization.

The Coordinadora found it relatively easy to mobilize people who had
already suffered recurring economic crises that many of them linked to neoliber-
alism. In early February 2000, the Coordinadora organized a peaceful takeover
of the city (la toma pacifica) to pressure the government to freeze the rate hikes
and remove the monopoly provision from the contract and water legislation.
Over 50,000 people participated in marches and blockades that shut down the
city for twenty-four hours. Although the organizers assured the authorities
that the protests would be peaceful, the central government sent in motorcycle
cops from La Paz known as “the Dalmatians” (las ddlmatas), famous for their
black and white uniforms and their use of violent tactics. After hundreds of pro-
testors were injured in conflicts with the police, the Coordinadora and the gov-
ernment reached an agreement, which gave the government two months to
return water tariffs to their previous level and revise the contract and water
legislation to recognize indigenous users’ rights to water resources.

By the time the deadline expired, the government failed to fulfill its prom-
ises. Growing increasingly frustrated, the Coordinadora radicalized its demands,
calling for the outright cancellation of the contract and an overhaul of the water
legislation. The Coordinadora called an indefinite, citywide strike to force the
government to listen. On April 4, the first blockades were erected by the militant
peasant organizations on the main roads to the city. Protest escalated rapidly
thanks to sympathetic coverage in the press, incorporating the poor and the
middle classes from the urban areas. Within two days, there were over
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100,000 people occupying the streets chanting, “The water is ours, damn it!”
(“El agua es nuestra, jcarajo!”) and the entire center of the city was blocked.
Residents coming from the outskirts of the city also helped to reinforce the
blockades. As Oscar Olivera describes, during the first days of the “final
battle,” the government was careful not to provoke the protestors:

The government learned one lesson from February: they did not bring out a single
soldier or police officer. I remember people standing in the roads with bottles filled
with liquid. I asked one woman what she intended to do with her bottle. ‘Oh,’ she
said, ‘since February we’ve been making these bottles with water and oil.” ‘But
why?’ I asked. She replied, ‘To throw at the ddlmatas!’*®

As the protests grew larger, President Hugo Banzer (a former military dictator)
declared a state of siege and dispatched riot police to control the crowds with
tear gas, rubber bullets, and live ammunition. On April 6, over a hundred
people were wounded and twenty-two organizers from the Coordinadora,
including Oscar Olivera, were arrested by police. The organizers were released
on bail a few hours later with the help of the Archbishop of Cochabamba, who
declared his support for the Coordinadora. Conflicts between protestors and
police continued and on April 8, an innocent bystander, 17-year old Victor
Hugo Daza, was shot dead by a sniper. The arrests and the murder precipitated
a furious response from the protestors, galvanizing the population against the
government. Sympathy blockades were also organized by campesinos in the
altiplano and Evo Morales’s powerful coca growers’ association in the neighbor-
ing Chapare. Meanwhile, the government refused to negotiate with the
Coordinadora, claiming that it was a small organization led by a few individuals
financed by drug trafficking.

Finally, on April 9, the government gave in. In the words of Vice Minister
Jose Orias, who was sent by the government to negotiate with the
Coordinadora, it became apparent that the Coordinadora “was not just five
vandals, but rather one hundred thousand people in the streets ready to do any-
thing.”*” The agreement signed between the government and the Coordinadora
guaranteed the withdrawal of Tunari, transferred the water utility back to the
municipal government, and assured the release of detained protesters. On
April 11, Congress passed a decree executing the decision and the blockades
within the city were dismantled the following day. The peasant farmers, who
emerged as the most militant participants in the protests, maintained blockades
for another day until the Congress passed a new water law (Law 2066) that
recognized their rights to “usos y costumbres.”

The coalition that formed the Coordinadora brought together diverse
groups from a wide array of civil society in a way that “ruptured the rural/
urban dichotomy that characterizes politics in many countries of the South.”*
As has been noted in the burgeoning literature on the Water War, the coalition
was also diverse with respect to gender and race. Women played an active role in
the daily aspects of the struggle, although few took leadership positions.
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Indigenous peasants, mestizo leaders such as Oscar Olivera, and “white” urban
professionals played key roles as leaders and spokespersons. The coalition was
also “multiclass” with respect to the fact that it brought urban professionals,
unionized workers, and informal workers together with peasants from the
surrounding area.™!

At the time of the Water War, however, public-sector trade unions were
notably absent. While the Fabriles played an important role in the
Coordinadora, providing ideological leadership and office space, the union
that represents the workers of the public utility played a much less visible
role. Indeed, they did not even participate in the street protests of February
or April. In an interview, union leader René Cardona explained that workers
supported the mobilization by providing an essential service, which required
that they stay at work.”> He emphasized, however, that the leaders from the
union did attend meetings of the Coordinadora at the time of its founding
and consider themselves members of the Coordinadora. As we shall see
below, the leaders of the SEMAPA union have played an important yet contro-
versial role in restructuring the public utility.

Bolivia’s Second Water War in El Alto

The Cochabamba Water War started a process of wider grassroots mobilization
that spread across the country, eventually inspiring the next conflict over urban
water privatization in El Alto in January 2005. In 1997, a private consortium
controlled by the French company Suez named Aguas del Illimani (henceforth,
“Illimani”) was granted a private concession to run the local water supply. Local
papers reported sporadic protests against Illimani at the time of privatization
and in the years that followed, but it was not until 2004 that resistance strategies
became more effective. This time there were no irrigating peasants, but similar
to Cochabamba, poor, indigenous urban consumers, and those who lacked
access to a safe water supply, were the main protagonists of the story.

El Alto is perched on the edge of the 14,000 foot high altiplano overlooking
a steep canyon that cradles the capital city La Paz. The majority of “white”
people live in the wealthy neighborhoods of located at the bottom of the
canyon, where the climate is more moderate. The majority of the poor and over-
whelmingly indigenous people live on the steep hills that climb the canyon
known as “the ladders” (las laderas) or in the neighboring city of El Alto. El
Alto is the poorest city in Bolivia. By no coincidence, it is also Bolivia’s most
indigenous city. In the last official census, over eighty-two percent of respon-
dents self-identified as “indigenous,” predominantly Aymara. In the past five
years, the population of El Alto has been at the center of the indigenous
movement in Bolivia.

At the head of this struggle is the militant “territorially-based” organiz-
ation, Federacion de Juntas Vecinales de El Alto (the Federation of
Neighborhood Councils of El Alto, henceforth the FEJUVE). The FEJUVE is
the executive structure that agglutinates more than 500 grassroots associations
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of residents (juntas vecinales) thathave been created by residents at the neighbor-
hood level. To participate in a local junta vecinal, there is only one major require-
ment: one must establish proof that he or she has resided in the zone for at least
two years. Local councils and the city-level executive are elected every two years
and all positions are voluntary.

The executives of the FEJUVE, who tend to be more moderate than the
base, present their demands in terms of “neighborhood” interests rather than
polarized race or class terms. In an interview, Abel Mamani, President of the
FEJUVE during the second Water War, described the struggle for the right to
water in El Alto as follows:

I do not see a difference between the residents of La Paz and those from the city
of El Alto. I have also lived in the city of La Paz. ... I have family in Villa Favon
[a neighborhood in La Paz], and in all the zones of La Paz. ... Therefore I believe
that we all have necessities no matter where we live or who we are.*?

Traditionally, most of the demands of the FEJUVE have been related to basic
services (education, healthcare, water, electricity, cooking gas, etc.), which by
most definitions are working-class concerns. Although the FEJUVE is not for-
mally an indigenous organization, given the demographics of El Alto, the mem-
bership and leadership of the FEJUVE are predominantly Aymara. Among the
executive of the FEJUVE, for example, one finds many men and women named
“Mamani” and “Quispe,” the Aymara equivalents of the British “Smith” and
“Jones.”

The tragic events during the first Gas War of 2003 put El Alto and the
FEJUVE on the region’s political map. In October 2003, an estimated eighty
people lost their lives in a struggle to prevent the export of natural gas
through Chile. The following year, new leadership elected to the FEJUVE
took on the mandate to advance the “October Agenda.” Suddenly, not only
was FEJUVE working on local issues, but also on national political demands
such as the call for a Constitutional Assembly and the nationalization of
natural resources, two demands that were imprinted in the public conscious-
ness as a result of the Cochabamba Water War. The struggle against Illimani
in El Alto is therefore perceived by FEJUVE members as part of a much
broader political project to restore Bolivia’s economic sovereignty.**

The Illimani contract was considered to be “pro-poor” by international
financial institutions because it focused on expanding the number of new con-
nections rather than reducing tariffs. Indeed, [llimani made enough new connec-
tions to allow the government to claim that the company achieved 100 percent
coverage for potable water in both La Paz and El Alto within the first four years
of the contract. What was seldom mentioned, however, is that this statistic
referred to a small area within the total area of the concession known as the
“served area.” The contract was a classic example of “ring fencing,” the practice
of focusing service provision on profitable customers and removing obligation
from extending service to the newest and most marginal settlements—the
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areas most in need of improvements. According to the FEJUVE, approximately
200,000 people in El Alto did not have access to Illimani’s services because they
live outside the “served area” defined by the contract. An additional 70,000
people without water and 