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1. Introduction

In recent years, the overuse and pollution of water have threatened our ecosystems' and lives;
this is evident in the overwhelm of our water utility service governance, water governance, and
a crisis with a major economic impact. Access to safe and affordable water is one of the biggest
problems of our century, with issues arising from environmental degradation, such as drought,
and from human rights concerns. “The current global water crisis is seriously challenging the
water management, requiring an extensive sweeping adaptation for consumption and
production patterns.”? However, as the research shows, the crisis of poor water management
can’t be combated by management alone.® We should view this problem as we view water: a
fluid, ever-changing resource that seeps through all aspects of law and requires a
multidisciplinary approach to fight for water for all.

In Central and Eastern Europe, the number of cases and articles, including environmental
catastrophes, has increased over the last two decades.* This highlights our main problem:
despite our efforts to inform and raise awareness of the importance of combating water and
environmental degradation, our society still focuses on economic growth.> Environmental
degradation in the water sector is often not experienced as an immediate crisis, and in Europe,
this phenomenon is still not at the forefront of public debate.

However, in reality, it is what Rob Nixon describes as “a violence that occurs gradually
and out of sight... a violence of delayed destruction”.® This perspective shifts the analysis from
sudden breakdowns of the water systems to long-term processes of underinvestment and
institutional neglect. Moreover, a notable shift in water service ownership and governance is
also evident. Tensions between public and private ownership rise, and the focus shifts to this
debate, pushing governance to the back. Over the last three decades, privatisation has surged
across many European countries, including a large number of intriguing examples. Examples
of good and bad, which seemingly fuel the big debate between public and private, but in the

end, it collides with our main idea, that even in tension between these two, we have to give

! Intergovernmental Panel on Climate Change (IPCC), Climate Change 2022: Impacts, Adaptation and
Vulnerability, Cambridge University Press, 2022.

2 Di Marco, A. (2023) ‘Water democracy under European Union law: Requiring participatory services
management’, Utilities Policy, 84, 101648, p. 1.

3 Barbier, E.B. (2019) The Water Paradox: Overcoming the Global Crisis in Water Management. New Haven:
Yale University Press.

4 Wassersug, S.R. (1994) ‘Limiting Environmental Liabilities in Privatisation in Central and Eastern Europe’,
Environmental Claims Journal, 6(4), p. 391.

5> Wassersug (1994), p. 392.

6 Nixon, R. (2011) Slow violence and the environmentalism of the poor. Cambridge, MA: Harvard University
Press, p. 2.



space to governance in a way that it can have the best way possible to achieve sustainability
and to safeguard water at the highest level.

Safeguarding water is crucial for freshwater ecosystems facing unprecedented stress from
pollution, climate change, and overuse. “Water is not a commercial product like any other but,

rather, a heritage which must be protected, defended and treated as such.”’

By the same token,
the Intergovernmental Panel on Climate Change (IPCC) warns that “dramatic overconsumption
and pollution of freshwater...is threatening billions of lives and causing irreparable damage to
the world’s ecosystems”.® Moreover, humanitarian and equity points of view show, as the UN
Special Rapporteur has observed, “[iJnequality is a striking element of the global water crisis.
While some people and communities struggle to survive on a few litres per day, businesses and
people in wealthy States consume vast quantities of water”.” This nexus shows the
environmental fragility and social injustice that we need to fight and requires a regulatory
framework that is as a water ecosystem, all-inclusive and reactive to change and pressure to
safeguard what is important, the environment as ecological resilience!° calls for, and the people
who need to live in it.

The European Union has a different approach to water service regulation regarding law
and policymaking. It is, on the one hand, a market-oriented approach, highlighted by the full
cost-recovery'! set out in Article 9 of the Water Framework Directive (WFD).!? On the other
hand, it has a strong and detailed environmental and public interest shield in place, like the
polluter pays principle, mandatory public participation, or a circular economy shift, just to
name a few, that seek to “influence consumption and production patterns” through stakeholder

participation.'® This dualism creates a certain tension between the EU's goals that compete with

each other.

7 Directive 2000/60/EC of the European Parliament and of the Council establishing a framework for Community
action in the field of water policy [2000] OJ L 327/1, recital 1.

8 Intergovernmental Panel on Climate Change (IPCC) (2023) Climate Change 2023: Synthesis Report.
Contribution of Working Groups I, II and III to the Sixth Assessment Report of the Intergovernmental Panel on
Climate Change. Geneva: IPCC.

9 United Nations Human Rights Council (2021) Human Rights and the Global Water Crisis: Water Pollution,
Water Scarcity and Water-Related Disasters. Report of the Special Rapporteur on the Issue of Human Rights
Obligations Relating to the Enjoyment of a Safe, Clean, Healthy and Sustainable Environment, UN Doc.
A/HRC/46/28.

10 Massarutto, A. (2007a) ‘Urban water conflicts: An ecological-economic approach’, Urban Water Journal, 4(3),
pp- 195-210.

! For further discussion, see Massarutto, A. (2007b) ‘Water pricing and full cost recovery of water services:
Economic incentive or instrument of public finance?’, Water Policy, 9(6), pp. 591-613.

12 Directive 2000/60/EC, Art. 9(1).

13 European Commission (2020) 4 New Circular Economy Action Plan for a Cleaner and More Competitive
Europe, COM(2020) 98 final; European Commission (2019) The European Green Deal, COM(2019) 640 final;
European Commission (2015) Closing the Loop — An EU Action Plan for the Circular Economy, COM(2015) 614
final.



From this, we can observe that the water crisis is not just environmental; it is also
profoundly social.

The EU recognised the critical importance of water, especially in recurring droughts and
scarcity.'* In recent years, this has been transposed in the light of the circular economy,'® where
water services have an effect on infrastructure design and also patterns of consumption and
production.'® Water services would benefit from the use of the three Rs ’reduce, reuse, recycle’
that are not a purely technical process but a conversion that reshapes consumption and
production involving the public.!” This idea is the focal point of other authors'® works, as well

as indicated by the World Water Council, which adds

“Set up, review and adapt participatory mechanisms to engage water-related stakeholders
in policy design, implementation and decision-making for greater awareness, conflict
prevention, social buy-in and more inclusive, effective and outcome-oriented water
policies. [The inclusion of the public would] induce a shift towards more sustainable and

responsible production and consumption practices”."

A human rights angle on the same problem can also highlight disparities, as the right to
water remains contested.?’ Dealing with concepts requires letting go of traditional rights and
abstract values. To understand the legal problem we are facing regarding the right to water, we
need to explore an example, such as counterexamples of the right to freedom of expression,

participating in a religious community or maintaining physical integrity, which are essential

14 Buropean Commission (2007) Addressing the Challenge of Water Scarcity and Droughts in the European Union,
COM(2007) 414 final; European Commission (2012) Report on the Implementation of the Water Framework
Directive (2000/60/EC), COM(2012) 670 final, point 5.3.

15 European Commission (2020), COM(2020) 98 final, point 3.7; European Commission (2019), COM(2019) 640
final, points 2.1.3-2.1.8; European Commission (2015), COM(2015) 614 final, p. 12.

16 European Environment Agency (2021) Water Resources across Europe: Confronting Water Stress.
Luxembourg: Publications Office of the European Union.

17 Dyer, M., Wu, S.H. and Weng, M.H. (2021) ‘Convergence of public participation, participatory design and NLP
to co-develop circular economy’, Circular Economy and Sustainability; see also Glass, L.M. and Newig, J. (2019)
‘Governance for achieving the Sustainable Development Goals’, Earth System Governance, p. 2.

18 Di Marco (2023), p. 1.

19 World Water Council (2022) Dakar Declaration: A Blue Deal on Water and Sanitation Security for Peace and
Development.

20 Szilagyi, J.E. (2018) Vizszemléletii kormdnyzds — vizpolitika — vizjog. Miskolc: Miskolci Egyetemi Kiado, p.
210; see also Horvath, M.T., Bartha, I. and Szilagyi, J.E. (2018) ‘Ho és sar: A viz, mint érték vagy érdek’, Kozjogi
Szemle, 11(3), pp. 14—19; Raisz, A. and Szilagyi, J.E. (2017) ‘Cross-border issues of the Hungarian water
resources’, Rivista Quadrimestrale di Diritto dell’Ambiente, 7(1), pp. 73-98; Szilagyi, J.E. (2015a) ‘A vizjogi
szabalyozasi csomopontok tovabbfejlesztésének lehetdségei’, Pro Futuro, 5(2), pp. 38—54; Szilagyi, J.E. (2015b)
‘Vizhez val6 jog — abrand vagy immaron valosag?’, Kozjavak, 1(1); Szilagyi, J.E. (2015¢) ‘Vizhez val6 jog —
abrand vagy immaron valosag? 11.”, Kézjavak, 1(1), pp. 41-43.
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but contradictory to the right to water because they lack quantifiable and tangible aspects.
Thinking about this abstractly, we see the gap between these two examples: in one, it is enough
to prohibit one aspect, in the other, we need economic funding to achieve the same result. These
raise important questions, such as: Can water be considered a human right? Water can be at the
same time a good and a service, and this duality creates a tension that is further highlighted
when we talk about privatising water services. Privatisation promises efficiency but often lacks
equity and accountability, and risks treating water as a commodity and not a human right.?!

The definition of privatisation,?? adds to the concept of connecting individual choices to
collective responsibility while simultaneously weakening political engagement.?

But is this really a matter of good versus evil, public versus private, or is there a deeper
issue at play? Is privatisation the problem itself, or simply one way of framing the debate? And
does a focus on ownership risk obscuring the factors that shape how the public—private
ownership divide is understood?

Ownership is a key factor, but solely considering this aspect would be an error, because it
should not stand alone. Ownership, as we will argue, changes over time, from private to public,
from public to municipalized, and re-centralised again. It is not constant, but grasping the
pattern will shed light on the big picture, and the governance and interdisciplinary arguments
will gain traction from it. Like a tide that inevitably turns, the trends change, but the core idea
of safeguarding water should remain. And what can withstand these tides? Law, governance,
resilience and interdisciplinarity can answer the question. Resilience in this dissertation is
understood as the capacity of water service systems to maintain functionality over time, despite
financial, social, and environmental pressures.

This thesis starts from the idea that ownership is wave-like, in some cases almost cyclical,
but never fully circular, as it is always changing and adapting to the current socio-economic
and political landscape, while governance determines resilience. The shifts between public and
private can be read as successive waves, rising and receding, but it is governance that runs
underneath as the deeper current, carrying water services through economic, environmental
and social pressure. By examining in depth the cases of Hungary, Romania, and other selected

examples from Western Europe, this research shows that governance structures are not separate

21 Wassersug (1994), p. 393.

22 For definitions of privatisation along these lines, see Starr, P. (1987) ‘The limits of privatisation’, Proceedings
of the Academy of Political Science, 36(3), pp. 124—137, at pp. 124—125; Minow, M. (2003) ‘Public and private
partnerships: Accounting for the new religion’, Harvard Law Review, 116, pp. 1229-1270, at p. 1230.

2 Dorfman, A. and Harel, A. (2016) ‘Against privatisation as such’, Oxford Journal of Legal Studies, 36(2), pp.
400-429, at p. 401.



from, but operate in interaction with, the ownership. These can provide benchmarks for EU

Member States. The argument is that resilience in water services depends not only on the cycles

of ownership but on the governance frameworks that remain in place when new waves come.

1. Research Questions

This dissertation is guided by the following questions:

1.

What can explain the resilience of water utility services in Europe: the legal form of

ownership, the quality of governance, or both?

How do Hungary and Romania, as Central and Eastern European jurisdictions, reflect
broader European “waves” of water service organisation in the light of nationalisation
to privatisation, remunicipalisation, and beyond? Can we observe a different trajectory?

Can we learn something from these in comparison to the Western trends?

Which governance mechanisms, such as regulatory independence, enforceability of
service standards, public participation, affordability measures, and environmental
safeguards, are the most strongly correlated with resilient and equitable service

delivery?

To what extent do the experiences of Western European states such as France, Germany,
Portugal, Italy, and the United Kingdom confirm or challenge the Hungarian and

Romanian trajectories?

How and to what extent do EU law and the European Convention on Human Rights

shape national discretion in organising and regulating water utilities?

2. Hypotheses

To further deepen the research questions, the following hypotheses are tested in this research:

Ownership is wave-like. The legal form of ownership of water utilities has historically

moved in waves: from public ownership and centralisation, through privatisation and

marketisation, towards remunicipalisation and hybrid models. This wave-like pattern is

observable across Europe, including Hungary and Romania, and demonstrates that

ownership alone does not secure long-term resilience.

Governance determines resilience. The quality of governance, which is defined in legal

terms as the independence and accountability of regulators, the enforceability of service



standards, the existence of legal remedies, citizen participation, affordability mechanisms,
and environmental safeguards, is the decisive factor in whether water services can adapt

to social, economic, and environmental stressors.

- Comparative law reveals that EU Member States require not only ownership but also
benchmarks based on governance. While ownership models vary, EU law and human
rights law increasingly impose common expectations of resilience, non-discrimination,
and sustainability. A governance-based framework, therefore, offers a more effective legal

benchmark for securing human rights and climate adaptation in water services.
3. The Expected Contribution of the Research

The questions set out above are designed to guide the analysis from the description of
ownership change towards the evaluation of governance capacity. Their purpose is not to
produce a ranking of national systems or to identify one preferable ownership model, but to
clarify which legal and institutional conditions allow water services to remain functional,
affordable, environmentally sustainable, and accountable over time. In this sense, the research
questions also determine the main outputs of the dissertation: the reconstruction of ownership
trajectories, the comparison of governance structures, the assessment of selected resilience
indicators, and the formulation of governance-based conclusions for the future regulation of

water services.
Deliverables:

I. A conceptual framework distinguishing ownership models from governance
mechanisms in the regulation of water utility services (linked to Research Question 1).

2. Two detailed national case studies presenting how two countries with similar historical
and EU-law starting points have developed different institutional and regulatory
responses in the field of water utility services (linked to Research Question 2).

3. An analytical assessment of governance mechanisms through selected qualitative
indicators, namely regulatory independence, enforceability of service standards, public
participation and transparency, affordability and social protection, environmental
safeguards, and resilience duties (linked to Research Question 3).

4. A comparative chapter using Western European models as contrast cases to test whether
the Hungarian and Romanian trajectories coincide or diverge from wider European

patterns (linked to Research Question 4).



5. An analysis of how EU law and human rights law influence national water service
legislation (linked to Research Question 5).

6. A historical-comparative report on ownership changes, including nationalisation and
public provision towards privatisation, remunicipalisation, hybrid arrangements, or
renewed centralisation (linked to Hypothesis 1).

7. A set of governance-based conclusions and de lege ferenda proposals aimed at
strengthening water utility services beyond the formal public—private divide (linked to
Hypothesis 2 and Hypothesis 3).

8. Dissemination of the research findings through academic and professional forums,
including conference presentations and publications, in order to contribute to wider
debates on water governance, public participation, and the public understanding of
water services. These dissemination activities can contribute to a shift in public and
legal understanding by moving the debate beyond the public—private divide and

towards a governance-oriented approach to resilient water services.
4. Justification of the Comparative Method

In this research, the main methodology is the functional method** and contextual analysis,
combined with comparative law. Here, a comparative legal methodology is used in which
functional, structural, historical and contextual approaches are treated as complementary rather
than mutually exclusive.”® It examines how different legal systems address equivalent
regulatory problems relating to the provision, regulation and resilience of water utility services.
Comparison is therefore not limited to formal similarities between statutory provisions but
extends to the institutional and regulatory context within which formally different rules
perform comparable functions.?® The objective of this research is not to determine which
ownership model is “best” in the abstract, but rather to determine how different legal
frameworks address the same functional challenges. As we ask the question of how different
legal and institutional systems organise water services so that they remain affordable,

financially viable, environmentally compliant and resilient, we venture beyond the mere

24 Michaels, R. (2019) ‘The functional method of comparative law’, in Reimann, M. and Zimmermann, R. (eds.)
The Oxford Handbook of Comparative Law. 2nd edn. Oxford: Oxford University Press, pp. 345-389.

25 Van Hoecke, M. (2015) ‘Methodology of comparative legal research’, Law and Method, pp. 1-35.

26 Kischel, U. (2019) Comparative Law. Translated by A. Hammel. Oxford: Oxford University Press, ch. 3, ‘The
Comparative Method’, pp. 87-200.



question of whether Romania has the same legal institutions as Hungary.?” These challenges
imply ensuring universal access, affordability, quality, and resilience of water services.

In this analysis, we included two core case countries; namely, Hungary and Romania. The
reasons why we determined these can be exemplified by three guiding pillars that resulted in
the choice of these countries. The first pillar would be the history of the countries and their
civil law traditions. Both belong to the civil law tradition and share post-socialist trajectories,
making them comparable yet distinct, giving us examples separate from Western countries and
having specific results implementing the same ideas regarding water utility services with
different outcomes. The second pillar would be the accession to the EU in almost the same
socio-economic environment, Hungary joining in 2004 and Romania not long after in 2007.%8
Both are EU Member States, subject to the same supranational obligations under the Water
Framework Directive, Drinking Water Directive, and the Charter of Fundamental Rights. The
third and final pillar would be the core example of our research, that ownership is wave-like,
and changes can occur swiftly, impacting the resilience of the water services if the governance
is affected by it. Both countries have experienced rapid transitions in ownership and regulation,
providing fertile ground for testing the hypothesis of wave-like ownership and governance-
driven resilience.

Moreover, in some cases, it was imperative to use comparative contrasts from other
European countries; this list includes France, Germany, Portugal, Italy, and the United
Kingdom. The question arises: Why examine a few and not the integrity of all the countries, in
other words, what are the impulses in choosing some and excluding others?* To build a lege
ferenda for water service governance, we must ensure that well-known cases are also
exemplified, like France and England, and both sides of the same coin should be illustrated.

Hungary and Romania constitute the principal comparative jurisdictions. Their selection
permits detailed comparison between two Central and Eastern European Member States subject
to the same overarching EU water acquis but characterised by different trajectories of utility
organisation, regionalisation, ownership and regulatory development. Germany, France,

Portugal, Italy and the United Kingdom are used selectively as comparator jurisdictions where

27 Comparison should begin from the function/problem, rather than from domestic doctrinal categories; See:
Zweigert, K. and Kotz, H. (1998) An Introduction to Comparative Law. Translated by T. Weir. 3rd edn. Oxford:
Oxford University Press.

28 Council of the European Union (no date) Timeline — Accession of EU Member States.

2 Oderkerk, M. (2001) ‘The importance of context: Selecting legal systems in comparative legal research’,
Netherlands International Law Review, 48(3), pp. 293-318.
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their institutional experience illuminates particular questions concerning ownership
restructuring, remunicipalisation, regulation or financing.

In the case of France, the country represents a long tradition of private delegation, now
partially reversed through remunicipalisation. In the German case, we will examine a federal
model where the ownership of water services is predominantly public, with a strong municipal
control. In the Portuguese case, we examine a transition from privatisation to
remunicipalisation, and we introduce the concept of national social tariffs. Italy is a good fit to
examine because it gives a different perspective from the core two countries, where ownership
is formally public, but tensions still arise regarding the governance, also its 2011 referendum
parallels Hungary's 2011 change in water utility service approach. In the case of the United
Kingdom (England and Wales), as the only European jurisdiction to have fully privatised its
water services without subsequent remunicipalisation, we examine a different regulatory
monopoly model. This highlights that, even where either a public or a private model
predominates in our examples, poor performance cannot be attributed to the model itself, but
to governance failures embedded in the system.

These cases are chosen for their doctrinal and regulatory model differences, not to achieve
geographical balance. In the dissertation, these diverse examples allow us to analyse whether

governance indicators, rather than ownership structures, better explain resilience in practice.

5. Roadmap of the Dissertation

The three leading pillars of the dissertation are ownership, governance, and financing of water
utility services. The chapters of the dissertation revolve around these three main pillars. The
nine chapters move from theory to case studies, comparison, and normative proposals.

Chapter I introduces the topic by placing water utility services within the wider framework
of human rights, environmental protection, and climate adaptation. It then sets out the research
questions and hypotheses, while making a clear distinction between waves of ownership and
the resilience of governance. It touches upon the importance of this topic and how the thesis
can play a role in changing how we view water services.

Chapter II presents the methodology, explaining the functional comparative approach and
the criteria for case selection, while defining the governance indicators used throughout the
study.

Chapter III develops the theoretical framework, addressing ownership, defining
governance in legal terms, and conceptualising resilience as a principle of public service law,

while integrating the idea of resilience into water law.
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The core of the dissertation is the national case studies developed in Chapters IV and VII. In
Chapter 1V, first, we examine Hungary in depth, going through the integration, fragmentation,
and remunicipalisation waves of water services, which over time evolved into a more
centralised system. Second, we examine in depth the case of Romania, focusing on Law No.
241/2006 and subsequent reforms, and the role of regional operators.

In Chapter V, we explore how water services are organised at various levels through the
case studies of governance. Starting from the EU framework and Article 9, we refocus on
Hungary and Romania by analysing how institutional and regulatory functions, and cross-level
interactions, influence the sector. From the examination, we should conclude that governance
determines accountability, coordination, and service delivery.

In Chapter VI, we examine the financing part of water services through the two case studies
of Hungary and Romania. The revenue models, affordability limits, and the tension between
cost recovery and social protection are examined in the wider EU context, including
macroeconomic constraints and financial pressures. Financing water services needs to move
past the technical questions, as it can actually shape how water services function and how far
they can adapt over time.

Chapter VII presents examples from France, Germany, Portugal, Italy, and the United
Kingdom, comparing them to Hungary and Romania. It looks for patterns across the different
ownership models and governance arrangements, and applies the indicators set out earlier in
the dissertation. This makes it possible to test the main argument in a more structured way, and
shows that differences in performance and resilience seem to depend less on whether ownership
is public or private, and more on how governance actually works in practice.

Chapter VIII builds on the dissertation's findings and offers normative proposals. It places
the results within the framework of EU law and develops a de lege ferenda approach to water
governance in the European Union. The argument is that no clear, correct ownership model
can be established, as the tension between affordability and cost recovery will always exist, but
proposes a coherent framework, supported by EU-level coordination to achieve environmental
and social objectives, through governance.

In the final Chapter IX, the research questions and hypotheses of the dissertation are
revisited, concluding that while ownership structures tend to move in waves, the resilience of
water services also depends on governance. Concluding that it is less about whether systems
are public or private, and more about whether they are able to coordinate, regulate, and finance

water services in a way that holds up under economic, environmental, and social pressure.
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I1. Methodology

As we established earlier, the research adopts a comparative legal methodology: doctrinal
analysis and functional analysis, taking into account the interdisciplinary elements of the topic.

This way, we can see a clear path of evolution of the regulatory framework of water
services in the examined countries. Going beyond the sectoral analysis, the details of public
law, economic regulation and environmental law are all inspected to reveal the hybrid nature
of the water services.

The primary focus falls on Hungary and Romania, using comparative tools with selected
Western European examples, to complete the post-socialist transformation and mature
regulatory systems. Looking past geographical proximity, we strive to show the different
configurations of ownership, governance structures and financing mechanisms. This will give
the backbone of the functional comparison and how seemingly similar legal obligations
produce divergent outcomes.

Methodologically, we move on to the pre-established three pillars of the research, namely:
ownership, governance and financing. To test our hypothesis, particular emphasis is placed on
governance indicators, including regulatory independence, enforceability of service standards,
affordability mechanisms, transparency, environmental safeguards, and resilience duties.

Policy-oriented evaluation is used for the doctrinal analysis using reports and data from
legal norms, international and national organisations, and EU institutions. This will bridge the
gap between law in the abstract and law in real life.

Finally, the methodology incorporates a normative dimension, developing de lege ferenda

proposals and governance-based policy recommendations at the EU level.

1. Methodological Reflections

This dissertation is based primarily on a legal and comparative approach. The aim was not only
to describe how water services are regulated, but to understand how different legal and
institutional choices influence the functioning of the system in practice, through the selected
country examples.

The comparative method was used, as water services are organised differently across
Europe, and no single national system can explain the broader dynamics of the sector, and its
ideal approach. By focusing on Hungary and Romania and placing them in a wider European

context, the analysis makes it possible to identify patterns that would not be visible within a
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single jurisdiction. The comparison does not aim to rank systems or to find the correct one, but
to understand how different models respond to similar pressures.

The main cases in the dissertation, Hungary and Romania, were selected because they
share a similar historical starting point and similar waves of ownership change but have
developed in different directions. Both systems went through phases of centralisation,
fragmentation, and reform. However, the current structures differ significantly, with one being
more centralised than the other. Moreover, by including examinations and comparisons with
the main cases, Western European examples, such as France, Germany, Portugal, Italy, and the
United Kingdom, provide additional perspectives. This way, the analysis moves beyond
regional specificities and further develops on the different approaches that can either underline
or contradict the directions taken by the Hungarian and Romanian legislators.

The dissertation heavily focuses on legislation, regulatory frameworks, and institutional

structures, as these define the formal organisation of water services. This approach enabled a
structured, in-depth examination of governance, accountability, and financing mechanisms.
However, water services can't be examined just by the legal frameworks; thus, financial,
political, and technical approaches also need to be taken into account.
The analysis also incorporates elements from other fields, in particular economic and policy
considerations, but only to the extent necessary to understand the legal framework. The aim is
not to provide a full interdisciplinary analysis, but to remain within a legal perspective while
recognising its limits.

Moreover, differences in terminology, data availability, and institutional structures can
differ across the examined countries, which can cause problems in using the comparative
method. As legal systems do not always use the same concepts, and similar terms may have
different meanings in different contexts, or may be nonexistent. In addition, data availability
and quality can vary across countries.

Another important point is how far the analysis moves between abstraction and concrete
examples. The dissertation moves between general principles, such as cost recovery or
governance, and concrete national examples. This is necessary in order to connect EU-level
requirements with national implementation.

Finally, the research takes a problem-oriented approach. Instead of starting from a fixed
model, it focuses on a central question: what determines the resilience of water services in
practice, ownership or governance? This allows the analysis to remain flexible and to follow
the development of the argument across different systems. The conclusions are therefore not

based on a predefined framework, but emerge from the comparison.
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This methodological approach is used in the dissertation to identify the factors that
influence how water services function through the lens of law without aiming for a universal
solution. In this regard, the analysis seeks to clarify the relationships among ownership,

governance, and financing.

2. Limits of the Analysis

The dissertation also has its limits, which need to be acknowledged in order to understand the
scope and weight of the conclusions. The aim of the thesis is not to provide a complete picture
of all water governance models in the European Union, but to analyse specific systems in depth
and to draw conclusions from them.

The first limitation of the dissertation is linked to the availability and quality of data. In
Hungary, the sector has changed significantly in recent years, moving towards a more
centralised model. This has strengthened state control, but at the same time it has made parts
of the system less transparent. Detailed financial data, especially on costs and investments, is
not always easy to access, and it is often not really comparable over time. Because of this, it
becomes harder to assess the actual effects of tariff policies or to draw firm conclusions about
the long-term sustainability of the system. In Romania, the problem is the same but from a
different angle. The Romanian water sector is more fragmented, with multiple regional
operators with varying local conditions. While more information is formally available, the lack
of uniformity across operators makes comparison more difficult. Data is often not fully
harmonised, and differences in governance structures, service levels and financial
arrangements can distort the data process.

The second limitation concerns the comparative approach. The thesis focuses primarily on
Hungary and Romania, with additional examples from the selected European models. These
examples are used to illustrate different governance and financing solutions, but they do not
represent the entirety of the European Union, which employs different solutions and models.
Water services are organised in highly context-dependent ways, not just in Europe, but
everywhere in the world, influenced by historical, political and institutional factors. Therefore,
not all findings of this research can be extended automatically to all Member States. The
comparison aims to highlight patterns and differences, and not define one correct model.

The research is grounded in legal examination, and this provides a clear structure on how
water services are organised and governed. However, water services go beyond the law, as
economics and infrastructure also play a key role. Legal rules set the framework, but they do

not fully determine how systems function in practice.
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In practice, financial constraints, political views, and technical conditions are equally
important when we examine water services. For example, tariff regulations may formally
reflect cost-recovery principles, but political decisions can limit their application. Or
investment obligations may exist in law, but available funding may limit them. This gap
between law and practice cannot be examined solely through legal analysis.

Another limitation is the fast pace of change in the sector, as climate pressures,
infrastructure needs, and evolving EU policies continuously redefine its limits and resilience.
Some of the developments analysed in this thesis are still ongoing, and their long-term effects
are not yet fully visible. With the change of political views in some countries, this can signal a
shift in water service models as well; some can become more central, and others can open up
to fragmentation. The conclusions, therefore, reflect a specific moment in time, rather than a
final stage of development.

Finally, the dissertation does not aim to provide an economic or technical evaluation of
water services. Issues such as efficiency, cost structures or engineering solutions are addressed
only to the extent that they relate to the legal framework. A more interdisciplinary approach
could provide additional insights, but would go beyond the scope of this research.
Recognising these limitations does not weaken the analysis, but it helps to better define what
the thesis does and does not claim.

The dissertation's findings should be understood within the framework of a legal and
comparative examination of selected systems, offering insight into how different models

balance ownership, governance, and financing.

3. Indicators

As the focal point of this research, we developed indicators to support the hypothesis that
ownership follows a pattern in most cases, namely, a wave-like pattern. This means that over
time, we can observe that systems, particularly in the two core countries, alternate between
public and private control, with tweaks here and there. This can be associated with the change
and evolution of political, economic and societal conditions. On the other hand, the resilience
of water services and their long-term effectiveness are not determined solely by who owns
them. The key factor in having a resilient water service is governance that transcends the
volatility of ownership, establishing a strong legal, institutional, and procedural framework to
guide it.

Our comparative legal analysis reveals that diversity of ownership models does not, in

itself, explain variations in the fulfilment of human rights or the capacity of water systems to
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adapt. Instead, it is the strength of governance structures that accounts for whether these
systems are equitable, sustainable, and resilient. This observation points to the need for a shift
in regulatory focus.

The need for governance-based benchmarks outweighs the prioritisation of ownership
models. With this, we don’t want to undermine the importance of ownership models and their
role in creating a resilient water service, but rather highlight and shift the focal point. These
benchmarks should assess factors such as regulatory effectiveness, democratic oversight, long-
term planning for environmental challenges, and mechanisms for community engagement.

To test this hypothesis, the research uses a functional comparative law approach. Instead
of staying at the level of formal rules or institutional design, it looks at how these legal
frameworks actually work in practice across different jurisdictions. The aim is to see where
patterns appear, where systems diverge, and what kinds of problems keep coming up, in order
to understand how particular governance features shape environmental outcomes and socio-
economic conditions. Within each case, a set of indicators is used to evaluate the performance
and resilience of water governance systems. These indicators include:

- Regulatory Independence and Institutional Capacity

- Enforceability of Standards

- Participation and Transparency

- Affordability and Social Protection

- Environmental Safeguards

- Resilience Duties

The indicators are not intended to provide an exhaustive definition of good governance.
Their purpose is to create a common framework for examining the central question of the
dissertation of whether the resilience of water utility services can be better explained by the
legal and institutional framework surrounding service provision than by the ownership
structure itself. The indicators therefore focus on those elements that are particularly relevant
to the continuity, accessibility, accountability, environmental protection and adaptation of water
utility services.

For the purposes of the comparison, each indicator is assessed on a three-point scale from
0 to 2. A score of 0 indicates that the relevant element is absent or only marginally recognised
and that there are no clear legal or institutional mechanisms supporting its implementation. A
score of 1 indicates that relevant rules or mechanisms exist, but their scope, implementation or

enforceability remains limited. A score of 2 indicates a more developed framework in which
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the relevant element is clearly recognised and supported by identifiable legal, regulatory or
institutional mechanisms.

The numerical values are not intended to provide a quantitative measurement of regulatory
performance. They are used as qualitative categories to structure the comparative legal
analysis. Consequently, the difference between the individual scores should not be understood
in mathematical terms, nor can the indicators reflect every characteristic of a national water
utility system. Their purpose is to make the comparison more systematic and transparent.

The framework is also not intended to rank the countries examined or to identify one
national system as superior to another. A higher score in a particular category does not mean
that the water utility system of that country performs better overall. Rather, the indicators help
to identify relative strengths and weaknesses in specific areas and to demonstrate how different
legal systems respond to similar challenges despite differences in their ownership and
organisational structures.

The assessment is based primarily on the legal and institutional frameworks examined in
the dissertation and, where sufficient information is available, their implementation in practice.
The results should therefore be understood within the limits of comparative legal research.
They are intended to identify common patterns and differences between the jurisdictions
examined, rather than to provide an empirical measurement of the performance of individual
water utilities.

By using these criteria and indicators within a functional comparative framework, the
research seeks to identify which aspects of governance actually make a difference to the
resilience of water services. The aim is not to arrive at a single ideal model, but to identify what
seems to work, what does not, and where governance could realistically be improved. In the
comparative Chapter, we assess the quality of governance in water services using the six
qualitative indicators. The idea behind these indicators goes beyond examining the legal

frameworks and also tries to assess their functional effectiveness.

3.1. Regulatory Independence and Institutional Capacity

The first indicator of Regulatory Independence and Institutional Capacity measures the degree
of legal and institutional autonomy granted to regulatory authorities overseeing the water
services. An independent regulator should have clear legal powers over tariff setting, service
standards, and enforcement mechanisms. A score of 0 is assigned when no independent

regulator exists, or when regulatory functions are under direct political control. A score of 1 is
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assigned when a regulatory body is formally established but is subject to ministerial override
or by political or commercial interests. A score of 2 is awarded to cases where clear legal

standards are supported by effective remedies.

3.2. Enforceability of Service Standards

The second indicator of Enforceability of Service Standards assesses the legal enforceability
of the water supply's continuity, quality, and safety. A score of 0 reflects the absence of binding
standards or the presence of vague and unenforceable provisions. A score of 1 applies when
service standards exist, but only weak or symbolic remedies are provided for non-compliance.

A score of 2 is awarded where there are clear legal standards supported by effective remedies.

3.3. Public Participation and Transparency

The third Public Participation and Transparency indicator assesses citizens' legal rights to
engage in water governance. This can include access to documents, participation in
consultations, and representation through consumer councils or similar bodies. A score of 0 is
given where no such rights are recognised. A score of 1 is given when just limited or symbolic
participation is recognised, without meaningful influence on decision-making. A score of 2

indicates robust and enforceable rights to participation and transparency.

3.4. Affordability and Social Protection

The fourth indicator of Affordability and Social Protection measures the extent to which the
legal framework includes provisions to ensure that water services remain affordable. This is
particularly important for the vulnerable and low-income users. A score of 0 indicates the
absence of affordability measures or social protection mechanisms. A score of 1 applies where
some support exists, but only on an ad hoc or local basis. A score of 2 reflects a legal obligation
to implement social tariffs and protective measures such as prohibitions on disconnection for

non-payment in cases of economic hardship.

3.5. Environmental Safeguards

The fifth indicator of Environmental Safeguards assesses the legal integration of environmental
objectives, particularly those arising from the EU Water Framework Directive and broader

sustainability requirements. A score of 0 is applied when environmental standards are absent,
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ignored, or systematically unenforced. A score of 1 is applied where such standards exist, but
enforcement is inconsistent or inadequate. A score of 2 reflects strong legal compliance with

EU environmental law.
3.6. Resilience Duties

The final indicator of Resilience Duties examines whether countries have legal duties to ensure
the resilience of water systems. A score of 0 is assigned where no resilience obligations are
defined. A score of 1 reflects the existence of resilience plans or policies that are not legally
binding. A score of 2 is given where there is a clear legal duty to prepare for and respond to

environmental and systemic risks.

III. Theoretical Framework

1. Terminology

This dissertation uses several key concepts that do not always carry the same meaning across
legal texts, policy documents, or academic writing. For this reason, it is necessary to find
common ground in the use of terminology. The intention of this is not to give full or exhaustive
definitions, but simply to set a clear basis for the analysis that follows through many country
examinations.

“Water services” are understood in the sense of the Water Framework Directive, which
defines them as: “all services which provide, for households, public institutions or any
economic activity: (a) abstraction, impoundment, storage, treatment and distribution of surface
water or groundwater; (b) wastewater collection and treatment facilities.”>°

The principle of cost recovery, as set out in Article 9 of the Water Framework Directive,
requires that “Member States shall take account of the principle of recovery of the costs of
water services, including environmental and resource costs” in their pricing policies.*!

Governance is used here in a broad sense. It does not refer only to formal institutions, but
to the way decisions are made, implemented and controlled. This includes regulatory structures,
financing arrangements, accountability mechanisms, and the interaction between different
levels of authority. In this sense, governance captures how the system works in practice, not

just how it is formally designed. As has been noted, governance refers to “the range of political,

30 Directive 2000/60/EC, Art. 2(38).
*Directive 2000/60/EC, Art. 9(1).
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institutional and administrative rules, practices and processes through which decisions are
taken and implemented”.>?

Ownership refers to the legal form through which water services are organised, including
public, private, and mixed arrangements.*>

In this dissertation, the term resilience is understood as the capacity of water service
systems to maintain functionality over time, despite financial, social, and environmental
pressures. It does not mean remaining unchanged, rather, it means adapting without losing the
core functions, in our case, the core functions of water services. This reflects a broader
understanding of resilience as “persistence of relationships within a system, and is a measure
of the ability of these systems to absorb changes of state variables, driving variables, and
parameters, and still persist”.>*

Affordability refers to the ability of users to access water services without compromising
other basic needs. It is closely linked to social policy and cannot be treated as a secondary issue.
As has been noted, water services are affordable when their cost “does not compromise or
threaten the realisation of other Covenant rights”.>®

For privatisation, we adopt the following description for the purposes of this analysis

provided by Tamas M. Horvéath, which states

“in the field of public services, privatisation refers to the process whereby [a] public goods

become private assets, or [b] the private sector undertakes public tasks on behalf of the

administration or otherwise performs tasks of community interest”.*

32 OECD, OECD Principles on Water Governance (2015); see also Aziza Akhmouch, Delphine Clavreul and
Pieter Glas, ‘Introducing the OECD Principles on Water Governance’ (2018) 43(1) Water International pp. 5-12,

p- 5.
3 Bel, G. (2020) ‘Public versus private water delivery, remunicipalization and water tariffs’, Utilities Policy, 62,

100982; McDonald, D.A. (2016) ‘“To corporatize or not to corporatize (and if so, how?)’, Utilities Policy, 40, pp.
107-114; Furlong, K. (2012) Global Water Governance and Neoliberalism: Participation, Accountability and
International Financial Institutions. London: Routledge; Bel, G., Fageda, X. and Warner, M.E. (2010) ‘Is private
production of public services cheaper than public production?’, Journal of Policy Analysis and Management,
29(3), pp. 553-577; Bel, G. and Warner, M.E. (2008) ‘Does privatisation of solid waste and water services reduce
costs?’, Resources, Conservation and Recycling, 52(12), pp. 1337-1348; Boardman, A.E. and Vining, A.R. (1989)
‘Ownership and performance in competitive environments’, Journal of Law and Economics, 32(1), pp. 1-33.

3% Holling, C.S. (1973) ‘Resilience and stability of ecological systems’, Annual Review of Ecology and
Systematics, 4, pp. 1-23, at p. 17.

35 United Nations Committee on Economic, Social and Cultural Rights (2003) General Comment No. 15: The
Right to Water, UN Doc. E/C.12/2002/11, para. 12(c).

36 Horvath, M.T. (1997) ‘Public services, private organization — privatisation in municipalities’, Magyar
Kozigazgatas, 5, p. 258; See also: Horvath M., T. (2016) ‘Eszik vagy isszak? Az agazati kozszolgaltatdsok
rendszertanarol’, in Kozszolgaltatasok megszervezése és politikai. Merre tartanak?, Budapest—Pécs: Dialog
Campus, pp. 25-33.
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Under remunicipalisation, we understand the

“return of previously privatised water supply and sanitation services to public service
delivery. More precisely, municipalisation is the passage of water services from
privatisation in any of its various forms — including private ownership of assets,
outsourcing of services, and public-private partnerships (PPPs) — to full public ownership,

management and democratic control.”*’

The term re-centralisation refers to the process through which decision-making powers,
regulatory authority, or operational control are shifted from local or more fragmented levels
back to central state institutions. In the water sector, this often appears as a response to
fragmentation, financial instability or coordination problems. It should not be seen as a simple
return to earlier models, back to the previous central system, but rather as part of a broader
adjustment within changing governance structures.

The term regulation refers to the set of legal and institutional mechanisms that govern
water services, which include tariff-setting, licensing, monitoring, and enforcement. It is
closely linked to governance, but here the roles of independent authorities and how the rules
are actually applied become more important.

Finally, fragmentation refers to the dispersion of responsibilities across multiple actors and
levels of governance. In the context of water services, this is not an exception, but a structural
feature, as it creates coordination challenges, but also reflects the complicatedness of the
system. As has been noted, water governance takes place “between the reality of fragmentation
and the need for integration”.3®

These concepts reflect different ways of understanding water services. For this reason,

clarifying their meaning presents a part of the argument itself.

2. Water Privatisation in a Historical Context

Water privatisation was shaped by the 1930s Great Depression and the development of the

Neoliberalism Movement. Economists linked the crash to overproduction and the excesses of

37 Lobina, E. (2015) ‘Introduction: Calling for progressive water policies’, in Kishimoto, S., Lobina, E. and
Petitjean, O. (eds.) Our Public Water Future: The Global Experience with Remunicipalisation. Amsterdam:
Transnational Institute, pp. 618, at p. 7.

38 Edelenbos, J. and Teisman, G.R. (2011) ‘Prologue: Water governance as a government’s actions between the
reality of fragmentation and the need for integration’, International Review of Administrative Sciences, 77(1), pp.
5-30, atp. 5.
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expanding capitalism, leading many to see government regulation as a necessary response.
After neoliberalism spread in the United States and the United Kingdom, Margaret Thatcher
led not just her country but the rest of Western Europe on a similar trajectory.>* Whatever
becomes popular in the West tends to spread, whether people embrace it or feel pushed toward
it.** This pushed the global acceptance of privatisation. *! Alongside the rise of neoliberalism,
a broader shift toward the privatisation of government functions began to take shape in the
1970s.*? From this point on, privatisation increasingly became a political strategy rather than
just an economic choice.*

The International Monetary Fund and the World Bank also contributed to the spread of
privatisation by conditioning loans given to third-world nations, setting neoliberal principles.**

The World Bank, governmental organisations, and international development agencies
footed the bill for the majority, concentrated on water infrastructure upgrades for developing
countries during the period from the 1970s to the 1980s.*> We can observe that initially in the
1980s, public water systems were the rule and privatised water systems were the exception;
this changed in the 1990s.%° A great example of this is the Thatcher government.*” In the United
Kingdom, the water utilities were sold completely in 1989.%

Nevertheless, the British model remains an outlier, because few countries adopted it. Most
countries changing their ownership model chose to use PPPs (public-private partnerships). The
French model relied on concession agreements that granted private companies long-term

contracts of operation and management of water services.

39 Petrova, V. (2006) ‘At the frontiers of the rush for blue gold: Water privatisation and the human right to water’,
Brooklyn Journal of International Law, 31, pp. 577-613, at p. 591.

40 Ramos, E. (2017) ‘The dangers of water privatisation: An exploration of the discriminatory practices of private
water companies’, Earth Jurisprudence and Environmental Justice Journal, 7, pp. 188-217, at p. 190.

41 Petrova (2006), p. 583.

42 Cohen, D. (2016) ‘The history of privatisation: How an ideological and political attack on government became
a corporate grab for gold’, TPM Features.

43 Ramos (2017), p. 191.

44 Ramos (2017), pp. 190-191.

4 Kerr, T.M. (1995) ‘Supplying water infrastructure to developing countries via private sector project financing’,
Georgetown International Environmental Law Review, 8, pp. 91-108, at p. 91.

46 According to the Camdessus Report, private water systems operated only in France, parts of Francophone
Africa, areas in Great Britain, a few cities in Spain, and some distribution schemes in the United States. See World
Water Council (2003) Financing Water for All: Report of the World Panel on Financing Water Infrastructure
(Camdessus Report), p. 7.

47 The government of Margaret Thatcher listed all ten English and Welsh water utilities on the market; this full
transfer of assets to private entities became known as the “British model” of water privatisation; See: Dunn, A.D.
etal. (2006) ‘All the frontiers of the rush for blue gold: Water privatization and the human right to water’, Brooklyn
Journal of International Law, 31(2), pp. 577-613, at p. 584; House of Lords Science and Technology Committee
(2006) Water Management. 8th Report of Session 2005-06, HL Paper 191, para. 2.8.

48 World Water Council (2003), p. 7.

21



Under the PPPs, the public sector typically remains the majority shareholder, while private
partners contribute the operational “know-how”. This model was often seen as a way to balance

efficiency with access and affordability of water.*

3. Understanding Water Privatisation

While analysing the term “privatisation”, we can find different meanings and wordings.
Generally, all refer to the transfer of any public duty or obligation to the private sector; in
comparison, a transfer of ownership is more precisely described as “divestiture” or an “asset
sale” %"

In the water sector, privatisation often happens through contractual arrangements that bring
in private operators and aim to improve efficiency and competition. Because of that, the
distinction becomes necessary between full privatisation, the outsourcing of operations, and
other types of contractual involvement.>!

The privatisation of the water sector is usually discussed through a few main forms, most
often including: (1) full privatisation, (2) the privatisation of operations, and (3) different types
of contractual arrangements, alongside models such as franchising and open competition.>

At its most far-reaching, privatisation means the transfer of ownership itself, for example,
when public assets are sold to private investors, whether through a direct sale, the distribution
of shares, or listing the company on the market.>

In practice, however, water services have been organised through a range of models that
differ in how much control is handed over and what role the private sector actually plays.>* To
make sense of this, it helps to distinguish the main approaches more openly.

First, there is full privatisation of water services, in which ownership and control of the
entire water system is transferred to a private company or consortium, including responsibility

for the entire water cycle. Second, concession contracts, where the public authority retains

ownership of the infrastructure but grants a private operator the exclusive right to manage and

4 Petrova (2006), p. 583.

30 Petrova (2006), p. 583.

3! Marin, P. (2009) Public-Private Partnerships for Urban Water Utilities: A Review of Experiences in Developing
Countries. Trends and Policy Options No. 8. Washington, DC: World Bank, pp. 1-2; Pérard, E. (2008) ‘Private
sector participation and regulatory reform in water supply: The Southern Mediterranean experience’, OECD
Development Centre Working Paper No. 265. Paris: OECD, pp. 15-16.

52 Pérard (2008), pp. 15-16.

33 World Bank (2006) Approaches to Private Participation in Water Services. Washington, DC: World Bank, p.
10; Pérard (2008), p. 16.

3 World Bank (2006), pp. 8-13; OECD (2009) Private Sector Participation in Water Infrastructure: OECD
Checkdlist for Public Action. OECD Studies on Water. Paris: OECD Publishing.
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operate the service for a defined period.> Third, we have management contracts, in which the
private sector is brought in to handle day-to-day operations, while the public authority remains
responsible for the system as a whole. A fourth category is PPPs, in which responsibilities and
risks are shared between public and private actors, depending on the arrangement's structure.
Finally, there are Build-Operate-Transfer (BOT) models, where private actors finance, build,
and operate infrastructure for a fixed period before transferring it back to the public sector.>®

While these models differ in form, they all reflect the same underlying question: how far

control, responsibility, and risk should be shifted from public authorities to private actors, and
whether we can observe a risk in the shift from public to private control.’
As we established, the concept of water privatisation was also shaped by the neoliberal
movement.’® Neoliberalism,” in the essence of economic and political theory that limits the
public sphere regarding intervention, in agriculture, industries and natural resources. The
problematic idea that private ownership can better safeguard the public interest is prominent.*
And why we would consider this problematic is the fact that it creates the false narrative of one
being better than the other, when in reality it all lies in how these are governed and not just the
question of who owns it.

Water is considered a natural monopoly because it has the irreversible side of the
investments and the high fixed costs attributed to it, which puts a strain on the privatisation
efforts. Moreover, we have controversial examples of privatisation of water services, such as
the Chile example, where full privatisation was attempted due to the Chicago Boys.%! Chile
became a quasi “laboratory”, an “experiment” for the privatisation efforts. This highlights that
even when everything is left to the market, problems still come up on the social and
environmental side, which shows that simply choosing public or private ownership doesn’t
automatically lead to fair outcomes. The United Kingdom also sold, along with its water

services, British Airways, British Petroleum, and British Telecom.®* In this example, not just

55 For more on this, see: Stemberger Brizani, K. (2023) ‘Legal protection of concession contracts — At the interface
between public and private law and European and national law’, Studia Iuridica Lublinensia, 32(1), pp. 335-355.
36 Pérard (2008), pp. 15-16; World Bank (2006), pp. 8—13.

37 Novaro, P. and Bercelli, J. (2017) ‘Water Services are the Bridgehead for a Return to Publicly Owned Utilities
in Europe. A Comparative Analysis’, Water Resources Management, 30(15).

>8 Ramos (2017), p. 189.

%% See also: Harvey, D. (2005) A brief history of neoliberalism. Oxford: Oxford University Press (online edn,
Oxford Academic, 12 November 2020).

0 Ramos (2017), p. 191.

1 A group of Chilean economists known as The Chicago Boys attended the University of Chicago. They adopted
the free-market economic philosophy and spread it back to Chile, where the dictatorship put it into practice; Tania
Opazo, ‘The Boys Who Got to Remake an Economy’ (2016) Slate, 12 January.

62 Ramos (2017), p. 193.
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the market-based governance model was at the focal point, but also the quick and easy financial
gains.

We can sense a divergence between “competition for the market” and “competition in the
market” notions.** As water supply is a natural monopoly with its high fixed costs, it tends to
reject parallel networks working in the same area. Therefore, “competition for the market” is
more relevant in the field of water services. The competition for the license acquisition is more
prominent than competing in the market.%

On this notion, we can observe different approaches and different degrees of privatisation
in the examined countries. The stark comparison without going into much detail shows
different outcomes. As a quick example, we can look at the United Kingdom, where the
operation of water services has been entirely taken over by the private sector in England and
Wales. Another unconventional example would be France, where rather than just going with
one or the other, they opted for regional water supply management combining public and
private, where regional supply areas are split between various operators, mostly private
companies alongside municipalities.®> In Hungary, the recent remunicipalization or later
centralisation of water services also serves a unique perspective.

We recounted many arguments in opposing the privatisation efforts; there are some
positive outcomes of these as well. Regarding the country and the private sector involvement,
it can also benefit society.

Supporters of water service privatisation usually point to a familiar set of arguments.®¢
Private operators are seen as financially stronger, and therefore better able to maintain
infrastructure and protect natural resources. They are also considered more technically efficient
in managing complex systems.’” Contractual arrangements can introduce performance

incentives, which, in theory, improve service quality. Increased private investment is expected

03 Szilagyi, J.E. (2013) Vizjog — Aktudlis kihivdsok a vizek jogi szabdlyozdasaban. Miskolc: Miskolci Egyetem, p.
118.

% Wackerbauer, J. (2007) ‘Regulation and privatisation of the public water supply in England, France and
Germany’, Competition and Regulation in Network Industries, 8, pp. 101-116, at p. 103.

65 Wackerbauer (2007), p. 104.

% Debaere, P. and Kapral, A. (2021) ‘The potential of the private sector in combating water scarcity: The
economics’, Water Security, 13, 100090, pp. 1-11, at pp. 1-2.

7 Abbott, M. and Cohen, B. (2009) ‘Productivity and efficiency in the water industry’, Utilities Policy, 17(3—4),
pp. 233-244; Beesley, M. and Littlechild, S. (1989) ‘The regulation of privatized monopolies in the United
Kingdom’, RAND Journal of Economics, 20(3), pp. 454—472; Carvalho, P., Marques, R.C. and Berg, S. (2012) ‘A
meta-regression analysis of benchmarking studies on water utilities market structure’, Utilities Policy, 21, pp. 40—
49; Helm, D. (2020) ‘Thirty years after water privatization—is the English model the envy of the world?’, Oxford
Review of Economic Policy, 36(1), pp. 69-85; Shleifer, A. (1998) ‘State versus private ownership’, Journal of
Economic Perspectives, 12(4), pp. 133—150; Hart, O., Shleifer, A. and Vishny, R.-W. (1997) ‘The proper scope of
government: Theory and an application to prisons’, Quarterly Journal of Economics, 112(4), pp. 1127-1161.
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to expand access, particularly in underserved or rural areas. Finally, user charges are framed as
a tool to encourage more responsible and efficient use of limited water resources.’® In some
cases, these arguments downplay the real outcome and the impact of these in the long run,

which can pose a risk factor on the socio-economic level and hinder the trust of society in these.
4. Human Rights perspective

Water can be imagined in two very different ways.

It can be treated like a tap connected to a bill, something delivered, priced and paid for.
Or it can be seen as a shared spring, something that belongs to everyone and must be protected
together.

This image was shaped by the rise of neoliberal reforms and the Washington Consensus.®
In the 1980s and 1990s, the view of water as a service was pushed. This propelled the notions
of privatisation, liberalisation, and cost-recovery principles into the limelight across many
countries. These reforms did not remain uncontested. They triggered strong social reactions.
Water became one of the central arenas of the global justice movement. Over the years, the
movement has slowed down, bringing in new problems; however, with the central focus
growing on climate change, the movement is as important as it was back in the day.

When the movement was still in its beginnings, an emblematic moment was the
Cochabamba Water War in Bolivia.”” This was an important example where the failure of
governance had a negative impact on water utility services. In this case, after the privatisation
of the municipal water company, tariffs rose sharply. For many households, access to water

suddenly became financially unbearable. Protests escalated into mass demonstrations.

% Wade, J.S. (2008) ‘Privatisation and the future of water services’, Florida Journal of International Law, 20(4),
pp- 179-200, at p. 191.

% The term Washington Consensus, coined by John Williamson in 1989, originally referred to a set of economic
policy reforms around which he identified a broad degree of agreement among Washington-based institutions,
including the IMF, the World Bank and the U.S. Treasury. These reforms included fiscal discipline, privatisation
of state-owned enterprises, trade and investment liberalisation and deregulation. During the 1990s, the term
acquired a broader meaning and became increasingly associated with market-oriented and neoliberal reform
policies. In the water sector, this broader reform agenda was reflected in increased private-sector participation,
greater emphasis on cost recovery through tariffs and efforts to reduce or better target public subsidies; See:
Williamson, J. (1990) ‘What Washington means by policy reform’, in Williamson, J. (ed.) Latin American
Adjustment: How Much Has Happened? Washington, DC: Institute for International Economics, pp. 7-20;
Williamson, J. (2004) ‘A short history of the Washington Consensus’, paper commissioned by Fundaciéon CIDOB
for the conference From the Washington Consensus towards a New Global Governance, Barcelona, 24-25
September 2004, pp. 1-14; World Bank (2004a) Water Resources Sector Strategy: Strategic Directions for World
Bank Engagement. Washington, DC: World Bank, pp. 25-26; World Bank (2004b) World Development Report
2004: Making Services Work for Poor People. Washington, DC: World Bank; Bel and Warner (2008), pp. 1337—
1348.

70 Nickson, A. and Vargas, C. (2002) ‘The limitations of water regulation: The failure of the Cochabamba
concession in Bolivia’, Bulletin of Latin American Research, 21(1), pp. 99—120.
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Eventually, the privatisation contract with the multinational company was terminated, national
water legislation was amended, and finally, local public control was restored.”! Beyond Bolivia,
Cochabamba became a symbol of water being more than just a commodity.

With the new millennium, mobilisation around water gained momentum worldwide. Civil

society groups, grassroots movements, and transnational networks increasingly rejected the
idea of water as a tradable service, and the idea of being a human right that must be guaranteed
spread.”” These developments ultimately contributed to a significant legal turning point.
In 2010, the United Nations General Assembly adopted Resolution 64/292, formally
recognising the human right to safe and clean drinking water and sanitation.”® The United
Nations General Assembly acknowledged “the right to safe and clean drinking water and
sanitation as a human right that is essential for the full enjoyment of life and all human rights.”’*
This marked a turning point. Following this, the Human Rights Council clarified that the right
to an adequate standard of living also includes the right to water.”” This development was
further strengthened in March 2011, when the mandate was expanded to include a Special
Rapporteur dedicated specifically to the human right to safe drinking water.”®

Within the European Union, similar mobilisations took place. In countries such as Italy,
Ireland and Greece, social movements opposed privatisation and austerity-driven reforms.”” At
the EU level, the successful European Citizens’ Initiative “Right2Water” marked an
unprecedented moment of transnational participation.”® The European Union introduced the
European Citizens’ Initiative, allowing one million citizens from at least seven Member States
to call for new EU legislation. It called for water services to be shielded from liberalisation

t79

pressures and for access to water to be secured as a human right.” These movements went

beyond resisting privatisation; they also began to develop alternatives. Among the most

"I Nickson and Vargas (2002).
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influential was the idea of water as a commons. In our understanding, the strong opposition to
market liberalisation was so powerful because, in these examples, the privatisation failed to
keep up the good governance measures.®® Still, privatisation is not the enemy; the key is how
these can handle the burden of governance.

The idea of commons being neither purely state-controlled nor privately owned supports
our hypothesis. It refers to resources managed collectively by communities according to shared
rules. The concept gained academic prominence through Elinor Ostrom’s work on common-
pool resources.®! She challenged the idea that shared resources inevitably lead to overuse, the
so-called “tragedy of the commons”. She argued that communities can develop stable and
effective governance arrangements outside the strict state-versus-market dichotomy.

This idea evolved into a political and normative project. For example, in Italy, the 2011
water referendum was framed around the defence of water as a common good. In Greece and
Portugal during the Eurozone crisis, debates and conflicts over water services were often
expressed in the same terms.®® The idea of the commons became both a way to understand the
problem and to mobilise around it, offering a model of water governance based on participation
and democratic control.

Recognising water as a human right and, at the same time, framing it as a commons both
push back against narrow economic views of how water should be financed. They raise a simple
but difficult question: can access to water really depend mainly on the ability to pay? They also
cast doubt on whether cost recovery on its own is enough as an organising principle. If water
is essential to life and recognised as a human right, can it be governed primarily through market
logics, or must its financing and management follow a different path?

We can argue that “the derivation of a separate right to water is virtually without
precedent” ® that complicates our question.

The recognition of the human right to water is a deeply problematic issue riddled with
obstacles, both economic and social. Its importance is undeniable, but it has limitations. What
is considered the right to water? Everyone should have free water, or access is the key? This is

clarified in de Albuquerque’s definition, which imposes on everyone the right to access
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“sufficient, safe, acceptable, physically accessible, and affordable water for personal and
domestic use”.®> This definition brings together key elements such as sufficiency, safety,
accessibility, and affordability, offering a clear framework for understanding and advancing the
right to water at a global level.%

However, as we highlighted, recognising water as a human right is not without challenges.
The drawbacks, challenges, and risks are significant when trying to define the right to water as
a universal human right.” However, acknowledgement alone does not necessarily lead to
equitable or fair access to the fundamental human right to water.®® But what are the
impediments?

At the most basic level, global water law and governance are fragmented both horizontally
and vertically.*® Different ecological, economic, and social aspects of water are handled
through separate systems and institutions, which makes the overall framework difficult to
follow and even harder to coordinate.”® This also raises questions about how effective these
rules really are and whether they are seen as fair and legitimate in practice, especially when set
against competing priorities and pressures. At the outset, the central problem would be that
recognising water as a human right would bring with it the need to ensure access to clean and
safe drinking water to everyone, regardless of socioeconomic status. This implies the
government's involvement and responsibility to create these measures for all society, and
establish safeguards for marginalised groups and to ensure financial support and infrastructural
support in impoverished areas to have equitable access to water resources.’!

Ideally, access to water should never be free from discrimination based on gender, religion,
race, or sexual orientation. Yet vulnerable groups often face difficulties accessing water

resources, and this is why their inclusion in decision-making processes is essential.
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right to water’, University of San Francisco Law Review, 56, pp. 517-544, at p. 519.

87 Roth, D., Boelens, R. and Zwarteveen, M. (2015) ‘Property, legal pluralism, and water rights’, Journal of Legal
Pluralism and Unofficial Law, 47, pp. 456—473, at p. 463.

88 Roth, Boelens and Zwarteveen (2015), p. 463.

% As a polycentric governance, it recognizes that water management is complex and interconnected, and no single
entity or level of governance can address all the intricacies effectively; See: OECD (2015) Stakeholder
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4.1. Right To Water in The Light of Water Privatisation

UN Special Rapporteur Leo Heller outlined in his report, titled “Human Rights and the
Privatisation of Water and Sanitation Services”,”* The risks to human rights in the light of water
privatisation and proposed countermeasures.’ This was built upon the negative experiences of
privatisation in different countries throughout the years. Moreover, the Committee on
Economic, Social, and Cultural Rights (CESCR) in 2002 formulated General Comment
Number 15. This inscribes that the human right to water and privatisation are paralleled with
the international human rights framework.”*

General Comment Number 15 at first called for an in-place strong regulatory system before
turning to privatisation.” This has evolved into the idea of treating water as a cultural and social
acknowledgement rather than just an economic one. It called upon the need to safeguard water
rights by the nations and to mediate the public-private discussion and cooperation. With the
prominence of water scarcity and climate change, these became more important, and the human

right to water became a relevant issue.”®

4.2. The Case for Public Water Service

We discussed the positive and negative aspects of privatisation, and now we need to examine
the contending arguments against the public water sector as well. Fortunately, in the EU, water
and sanitation achieved high coverage over the years, almost reaching 100%.°” These are
predominantly the efforts of public water utility services and the governments behind them.
However, some countries face difficulties achieving coverage for all citizens. For example, we
can look at Romania, where gaps still persist in water service coverage.”® According to
Eurostat,” access to drinking water and sanitation in the European Union is generally high,

with most of the population connected to public supply and wastewater treatment systems.
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% Eurostat (no date) SDG 6 — Clean Water and Sanitation: Statistics Explained. Available at:
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Moreover, notable disparities remain between Member States, particularly between Western
and Eastern regions. Disparities between Hungary and Romania are also observed, as Hungary
has a significantly higher coverage of water and sanitation.

As we hinted in the EU, water and sanitation predominantly rely on public entities. Here,
the provision is by the municipality. In the EU, water and sanitation services are primarily
provided by public entities operated by local, regional, or national authorities. The private
sector involvement is an exception.'®

What strengthens the argument for opting for a public water sector, on the one hand, would
be the rights of the communities. The rights of communities are not often at the centre of legal
analysis. However, the change in the views on water did not change organically. The
communities had always had a stake in water, as no one can fully own it. Water has always
been seen as something in which the community has a stake, and no one can fully own it, which
resists full ownership, unlike most forms of property that can be entirely privatised.!'?!

The slogan “Water is a public good; not a commodity!” gained visibility for this motive
when Right2Water opposed profit-orientedness and privatisation, criticising cost-recovery-
based water companies. They argued that water is not a commodity to be left to the market, but
a human right that States must guarantee.

Some societies embraced this more than others. In Germany, the Right2Water movement
coincided with the Concession Directive.'” Concerns about the potential extension of market
rules to water services grew, pushing water services into easier privatisation. However, we need
to make a clarification here: the European Citizens’ Initiative controversy was not directly
centred on the human right to water, but rather on whether water should be treated as a shared
community resource or as a market commodity.!'*?

We can observe the underlying problem, that introducing market logic into water services
can put pressure on the protection of water rights. When pricing becomes the main organising
principle, those who cannot afford rising tariffs are the first to be pushed out. In that sense,
privatisation can only be reconciled with the human right to water if it is backed by strong
safeguards, such as rules against disconnections and effective oversight of pricing, quality,

maintenance, and investment. Even then, private operators holding monopoly positions can

100 Hall, D. and Lobina, E. (2004) ‘Private and public interests in water and energy’, Natural Resources Forum,
28, pp. 268-277.

101 Sax, J.L. (2008) ‘Understanding transfers: Community rights and the privatisation of water’, Hastings West-
Northwest Journal of Environmental Law and Policy, 14, pp. 33—40, at p. 40.

102 Directive 2014/23/EU of the European Parliament and of the Council of 26 February 2014 on the award of
concession contracts [2014] OJ L 94/1.

103 van den Berge, Boelens and Vos (2020), p. 55.
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still extract profit from the system. The public operation of water services, in many cases,
excludes these problems by introducing comprehensive protective measures.

What public operation can be fixed by adding social tariffs, or other mechanisms,
privatisation can’t. The structural risk of leaving marginalised communities underserved, where
investments are not profitable, can deepen existing inequalities. In sectors with natural
monopoly characteristics, higher prices and uneven service provision are difficult to avoid.
Moreover, the shift toward private operation can narrow the space for public involvement and
democratic control.

A profit-focused privatisation can hinder user needs and neglect environmental impacts.
Not recognising water and sanitation as an essential public good can be the downfall of the

private operation.!%

5. Conceptual and Legal Foundations
5.1. Evolution of Water Law

The recognition of water as a human right was not instant within global water governance. The
right to water was not part of the core human rights treaties at the beginning, but it gradually
found its place over time, as its absence became harder to ignore in international policy debates,
civil society work, and growing concerns about privatisation and unequal access to water. %>
Water governance has a polycentric nature, fragmented between ecological, social and
economic priorities.'® These tensions are now more visible, as human rights experts and UN
bodies increasingly question the impact of trade and investment regimes on access to water and
sanitation. Moreover, resistance to the commodification of water in the late 1990s and early
2000s played a key role in shifting the global discourse.

At the UN Water Conference in Mar del Plata in 1977'%, the first coordinated international
commitment emerged, but without real binding force. Later, a crucial progress was made with
the birth of the Millennium Development Goals (MDGs)!®®These aimed to significantly
increase the number of people having access to safe drinking water and basic sanitation by

2015. The MDGs alone could not complete their set goals until the deadline, but served as a

104 Wade (2008), p. 191.

195 Hirano, M. (2016) ‘Public participation in the global regulatory governance of water services’, Utilities Policy,
43(A), pp- 21-31, at p. 22.
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161.
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108 United Nations General Assembly (2000) United Nations Millennium Declaration, UN Doc. A/RES/55/2.
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good ground to help adopt the Sustainable Development Goals (SDGs) in 2015, which we use
today. Significant improvement happened between the two as water was also the focal point of
the SDGs, with Goal 6 explicitly referring to equitable and sustainable water management, and
the other 13 implicitly including it.'"

As we mentioned, the turning point was in 2002, with the UN Committee on Economic,

Social and Cultural Rights’s General Comment No. 15,'1°

as it recognised the right to water as
essential to the enjoyment of other rights under the ICESCR. This development was followed
by the UN General Assembly’s 2010 resolution, which formally recognised the human right to
safe drinking water and sanitation.!!! The core of this instrument was availability, quality, and
affordability.

Today, the human right to water is still treated as a normative framework for policy
development; however, the SDG 6 reflects this shift, incorporating principles such as equity,
affordability, and non-discrimination.!!?

Its implementation is still uneven, more so when we discuss affordability. As international
guidelines suggest that water-related costs should not exceed 3 to 5!''* per cent of the total
household income, this remains in most cases just that, as a suggestion, as these costs
sometimes exceed the percentage or are not even monitored.''* Moreover, market-based

governance models are still preferred in many regions, growing the opposition between cost

recovery and the social aspect.'!®

5.2. The Connection Between Environmental Law And The Right To Water

Environmental law and the right to water are deeply connected, as the protection of water
resources impacts the protection of the whole environment. The key element is the protection
of the quality and quantity of water at the same time. If we have large bodies of water that are
inadequate in quality, it is the same as having good quality water but in scarce quantity. The

recognition of the right to water supports society by imposing obligations on countries to

109 United Nations General Assembly (2015) Transforming Our World: The 2030 Agenda for Sustainable
Development, UN Doc. A/RES/70/1.
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facilitate the necessary good quality and sufficient quantity of water for their citizens.!!¢ This
also benefits the environment by managing the given resources and creating the ground rules
for resilience and sustainable development.'!’

The right to water has three important pillars: availability, quality, and affordability.!'® The
first two depend directly on the condition of ecosystems, while the third is more closely linked
to social and governance dimensions. Moreover, environmental sustainability must form part
of how the right is understood; access cannot be equated with unlimited or irresponsible use.'"

The right to water inherently creates a paradox between basic human needs and
environmental limitations. This calls for the creation of a counterbalance between the
environment and social needs. Striking this balance is one of the most difficult challenges in
this area, not least because the concept itself is inherently subjective. Any attempt to define it,
especially in terms of affordability, carries the risk of excluding certain groups. What is
manageable for some may be burdensome, or even unmanageable, for others. To better

understand this, it is necessary to examine the relevant provisions of EU law that underpin this

question.

5.3. EU Primary Law

EU legal orders do not expressly recognise the right to water as a human right.'?® A narrower
interpretation than the international law. In EU primary law under environmental protection,

we can find the protection of water resources. Under Article 3 of the Treaty on European

1

Union'?! we find the definition of sustainable development and the aforementioned

environmental protection as the EU's objectives.
Furthermore, Articles 11 and 191 of the Treaty on the Functioning of the European

122

Union ““ place environmental protection as a cross-cutting objective and require the sustainable

use of natural resources. Article 192 implements EU-level action on the management of water

116 Bluemel, E.B. (2004) ‘The implications of formulating a human right to water’, Ecology Law Quarterly, 31,
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the perspective of EU law’, in Milanovic, M. and Behrman, S. (eds.) The Human Right to Water. Oxford: Oxford
University Press, p. 2.
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120 Montaldo (2022), p. 5.
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resources. Moreover, the Charter of Fundamental Rights of the European Union, in its Article
37,12 recalls the importance of environmental protection regarding natural resources, as echoed
in Article 11 of the TFEU.!?* The TFEU requires Member States to organise access to services
of general economic interest in line with principles set out at the EU level, as reflected in Article
14. Moreover, Article 106 subjects providers of these services to the rules of the Treaties, in
particular those relating to competition. Where water services fall within this category, the
European Union therefore has a legal basis to intervene through legislation.!?

As we established, in the EU, there is no explicit human right to water, but it can be
implicitly found through interpretation. The implicit factor can be found under the TEU that
recognises human dignity and the protection of fundamental rights under Articles 2-6.
Additionally, the Charter of Fundamental Rights of the European Union contains several
relevant provisions, including Articles 1-3 on dignity, life, and integrity, Article 21 on non-
discrimination, and Article 36 on access to services of general economic interest. While these
provisions do not explicitly recognise a right to water, seen together, they provide a normative
basis for its development within EU law, broadly in line with international trends.!?® However,
these provisions do not create an explicit right to water, but they define the legal framework

within which access, governance, and protection must be structured.

5.4. EU Secondary Law

Neither the EU's primary law nor its secondary legislation explicitly refers to the right to water,
but its development has contributed significantly to water protection. The prioritisation of water
resource planning was introduced in the 1973 Environmental Action Programme.'?’ As a core
element of environmental policy, these initial standards have evolved toward higher societal
well-being and environmental standards, as drinkable water and bathing water were regulated.
These initiatives led to the 1976 Directive 75/440/EEC,'?® which regulated surface water for
drinking water production. The directive on drinking water of 1980, later replaced by Directive

98/83'2% regulated the protection of human health from contamination. These were updated
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recently by Directive 2020/2184'3°, with a more comprehensive list of contaminants and their
thresholds. The updates were all welcomed to further facilitate human health by setting more
rigorous standards for the states.

One of the core elements to unify the regulation on water was introduced in 2000 with the
Water Framework Directive.!*! It sets a high standard, considering the implementation
challenges faced by the states and their many infringement proceedings.!** The European
Commission has repeatedly initiated infringement proceedings against Member States for
failing to correctly transpose these directives.'** The WFD does not establish the right to water;
in Recital 1 of the WFD, it positions water as a shared heritage, rather than a commodity to be
traded with. This marks an important symbolic step toward a more rights-based approach to
water. Closely linked to the Framework Directive are the 2006 and 2008 directives on
groundwater protection and environmental quality standards in water policy.!'3*

Also important to note is Directive 2014/23/EU on the award of concession contracts,
which explicitly excludes water sector concessions from its scope. Recital 40 of the preamble
recognises water as a public good of fundamental value for all Union citizens.'*> These
implicitly strengthen the shift on water, representing a common heritage that law has a duty to
shield in the EU.

The Court of Justice of the European Union, in its interpretation, has not affirmed the
human right to water; it has brushed the topic.!*® While EU secondary law does not resolve the
tension between market logic and the protection of water as a fundamental resource, it

structures the legal space within which these can be balanced in practice.
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5.5. The Question Of Affordability

One of the key issues regarding water law is affordability. This problem is inherently subjective
in nature.'*” From a more global perspective, there is a direct contradiction between cost
recovery and affordability. However, the UN High Commissioner for Human Rights views this

differently:

“Consequently, the affordability requirement is not incompatible with the principle of cost
recovery for water and sanitation services, which is also recognized in several international
declarations. However, it defines limits to cost recovery and highlights the fact that it
should not become a barrier to access to safe drinking water and sanitation, notably by the

poor. 29138

Nonetheless, financial sustainability is hard to achieve in the face of economic,
demographic, and climate-related pressures. Where water provision functions as a natural
monopoly, this balance is typically handled through national regulatory frameworks.'*

Governance and regulation are key factors in achieving both affordability, access and
sustainability.'** While the ownership structure of water services is seemingly relevant to how
they are governed, it is necessary to move beyond the simple binary of public versus private,
or good versus bad.!*! As the literature on both sides shows, neither model is inherently
superior; affordability is harder to achieve if water services fall out of the supervision of the
government. In other ways, affordability may become more difficult to safeguard where private
provision is not accompanied by effective public regulation and oversight.!** The outcomes are
often context-dependent, shaped by national conditions, political choices, and a range of other

factors.

137 Hirano, (2016), p. 23.
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What is essential is the establishment of a fallback system, a governance framework
capable of ensuring the continuous, resilient, and sustainable provision of water services,
regardless of ownership. This can facilitate the affordability case as well. Such a framework
should prevent disruptions in service delivery, affordability in pricing and quality of water,
unbothered by shifts in ownership or political direction. Yet, this dimension remains largely
absent from current debates. The focus should instead be redirected toward structural resilience
rather than ownership, as experience shows that transitions between public and private models

tend to follow a wave-like pattern.'*

6. Water and Environmental Law Principles in the EU

The EU environmental law is built on three core principles, laid down in Articles 191 to 193
TFEU, and reinforced by Article 11 TFEU and Article 37 of the Charter of Fundamental Rights
of the European Union. These principles are the precautionary principle, the polluter pays
principle, and the principle of environmental integration.

Primarily, the precautionary principle'** functions as a risk management tool when there
is scientific uncertainty about potential environmental or health risks.!*> This means that
authorities have the tool to adopt preventive measures, such as withdrawing a product from the
market or restricting its distribution. The precautionary principle allows the use of these
preventive measures without the immediate need for scientific evidence, hence the
precautionary measure. The principle, if used proportionally, can stop irreversible damage.

The polluter pays principle!*

places the cost of preventing, mitigating, and remedying
environmental harm on those responsible for it. The principle is operationalised in secondary
legislation, most notably through the Environmental Liability Directive, imposes obligations
on operators engaged in high-risk activities, such as those involving hazardous substances or
discharge into water, to prevent environmental damage or, if damage occurs, to remedy it at

their own expense.'*” However, this seemingly straightforward principle continues to raise

several problems and debates in academic circles, because these challenges lie at its core, such
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public control in Hungary’, Essays of Faculty of Law University of Pécs: Yearbook of 2025.
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as the question of who qualifies as a polluter and how this term should be interpreted. Another
point of contention is whether the principle adequately covers both prevention and remediation,
given that it is most often applied after pollution has already occurred. Moreover, issues of
legal enforcement and liability gaps arise when discussing this principle.

Lastly, the principle of environmental integration, enshrined in Article 11 TFEU, requires
that environmental protection to be incorporated into all Union policies and activities. Since
the 1998 Cardiff European Council, this principle has gained prominence, particularly in
sectors such as energy and climate policy.'*® The principle acknowledges that environmental
sustainability cannot be pursued in isolation and must be embedded in broader economic and
social policymaking.'*® However, this raises the question of whether the principle constitutes a
binding legal obligation or merely serves as a policy guideline. Its wording is quite open and
not very precise, making enforcement difficult and leaving room for different interpretations.
This also strengthens the argument of the persistent tension between ambition and

implementation in EU legislation.

7. The Water Framework Directive and the Full Cost Recovery Principle

The starting point for water pricing and financing in the European Union is a concrete legal
obligation set out in Article 9 of the WFD. As we established previously, the provision
establishes the principle of cost recovery for water services, including environmental and
resource costs, and links water pricing directly to the polluter-pays principle.

In order to understand the legal starting point of EU water financing, it is necessary to
reproduce Article 9 in full.

Article 9 of the WFD - Recovery of costs for water services

“l. Member States shall take account of the principle of recovery of the costs of water
services, including environmental and resource costs, having regard to the economic
analysis conducted according to Annex III, and in accordance in particular with the polluter
pays principle. Member States shall ensure by 2010:

— that water-pricing policies provide adequate incentives for users to use water resources

efficiently, and thereby contribute to the environmental objectives of this Directive,

148 Kingston, S., Heyvaert, V. and Cavoski, A. (2019) European Environmental Law. Cambridge: Cambridge
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— an adequate contribution of the different water uses, disaggregated into at least industry,
households and agriculture, to the recovery of the costs of water services, based on the
economic analysis conducted according to Annex III and taking account of the polluter
pays principle. Member States may, in so doing, have regard to the social, environmental
and economic effects of the recovery as well as the geographic and climatic conditions of
the region or regions affected. 2. Member States shall report in the river basin management
plans on the planned steps towards implementing paragraph 1, which will contribute to
achieving the environmental objectives of this Directive, and on the contribution made by
the various water uses to the recovery of the costs of water services. 3. Nothing in this
Article shall prevent the funding of particular preventive or remedial measures in order to
achieve the objectives of this Directive. 4. Member States shall not be in breach of this
Directive if they decide in accordance with established practices not to apply the provisions
of paragraph 1, second sentence, and for that purpose the relevant provisions of paragraph
2, for a given water-use activity, where this does not compromise the purposes and the
achievement of the objectives of this Directive. Member States shall report the reasons for

not fully applying paragraph 1, second sentence, in the river basin management plans.” !>

Water law in the EU begins with a sentence that sounds almost naive, but is actually a
warning: water is “not a commercial product like any other”.'>! The WFD sets this tone in the
Preamble, and then immediately moves into the hard part: how to protect water in practice, in

a Union where uses, infrastructures, and economic pressures are very uneven.

7.1. Why the WFD Was Created

The WFD was not adopted in a vacuum, as it was created as a response to an already changing
sector. A single EU framework was needed to combat rising environmental concerns, as well
as to support a broader transformation in how public decisions were made: a shift from
“government to  governance”, combined with increased liberalisation and
internationalisation.'>? This meant the inclusion of more actors, more decision-making centres,

and greater fragmentation of power.
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The WFD had an ambitious purpose to provide a general common framework for water
management across Member States, all based on the existing water legislation and bringing
them under one umbrella.!'>

What made it new was not only “what” it protected, but “how”. The Directive connects
environmental objectives with a governance method. Instead of treating water protection as a
set of isolated standards, it introduced an integrated approach. Environmental goals became
linked to how water is planned, monitored, and managed, creating a system rather than adding
another piece of legislation to the mix.'>*

Another major shift in the WFD was the introduction of cost recovery as a principle of
governance.

In political-economic terms, it “guides the European water sector towards a more
commodifying direction and can have a socially negative impact on households through
increased prices”.!> In other words, the WFD does not merely ask for cleaner waters. It also
asks: who pays, how, and with what incentives.

It shows how difficult it is for Member States to properly assess cost recovery and to apply
the cost-recovery principle, together with the Polluter Pays Principle.!*¢

This way, economics becomes part of environmental governance, as water is priced in a

way that ignores real costs and scarcity, leading to overuse and pollution.

7.2. The Core Contradiction Inside The Directive

Examining the WFD, we can observe an internal division between, on the one hand, Recital 1

of the WFD, as it opens by insisting that water is not a normal commodity,

on the other hand, by introducing the logic of price signals, cost recovery, and incentives.'”’
This tension is not accidental. It is part of the Directive’s architecture. The WFD attempts

to balance water’s social role as a public good with its “newly inflated economic role”!®;
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transnational reactions’, European Research Council Report, p. 14.

156 Buropean Commission, DG Environment (2021) Economic Data Related to the Implementation of the WFD
and the FD and the Financing of Measures.

157 Farnault, A. and Leflaive, X. (2024) Cost Recovery for Water Services under the Water Framework Directive.
OECD Environment Working Papers No. 240. Paris: OECD Publishing. https://doi.org/10.1787/e2a363e3-en.
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“The discursive representation of water attempts to strike the rather unattainable balance
between a widely accepted social role as a public good and a heritage and its newly inflated

economic role as a market commodity”.!>’

This is an interesting point, because Article 9 is designed for environmental outcomes, but
its effects run directly into social life. It touches upon the household bill, the affordability of
service, and the distribution of burdens between users.

The cost recovery is treated as the primary principle, and social concerns are pushed into
state measures.'®® But the Directive itself leaves substantial space for Member State

interpretation and application.

7.3. Why “Full Cost Recovery” Becomes Difficult in Practice

The idea of recovering the costs of water services can sound straightforward until we look
deeper and try to find in the WFD the description of what costs need to be recovered.

In principle, Article 9 points to a broad cost concept that includes not only financial costs,
but also environmental and resource costs. However, many systems struggle even with the
financial side, as financial cost calculation is not uniform and involves contested issues such
as depreciation, historical capital expenditure, the treatment of subsidies, and the costing of
multifunctional infrastructure.'¢! This is one reason cost recovery levels can be hard to
compare.

Environmental and resource costs raise greater difficulties. They are rarely estimated, there
is no single agreed method, and operationalising them in tariffs is politically and technically
hard to do.'%> Even defining the “correct” scale is hard, as environmental impacts and resource
scarcity can happen across a river basin, not neatly within a service area.'®® In practice, this
pushes Article 9 towards a narrower, financially focused interpretation. '

Article 9(1) of the WFD expressly permits Member States to take account of “the
geographic and climatic conditions of the region or regions affected”, as service conditions

differ substantially across territories, and these differences directly influence affordability.

159 Kaika (2003), p. 300.

160 Szabo (2019), p. 14.

16! Farnault and Leflaive (2024).
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Water Framework Directive. Entec UK Limited.
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164 Farnault and Leflaive (2024).
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Supplying drinking water in remote, mountainous, or sparsely populated areas is structurally
more expensive than in dense, well-connected urban regions. Lower population density means
higher per-capita infrastructure and maintenance costs, which, if fully reflected in the tariffs,
would place a greater burden on users.'®®

This creates the risk of providers either refraining from extending services to high-cost
areas or shifting the additional costs directly onto end users through higher tariffs. The third
sentence of Article 9(1) tries to mitigate this with adequate water pricing.'®

The Directive demands economic rationality, but the economy of water is not easily

measurable.

7.4. From “Full Cost Recovery” to “Sustainable Cost Recovery” and the 3Ts

A growing body of work argues that tariffs alone cannot reliably finance water and sanitation
in a fair and stable way. The obstacles are that services are expanding, infrastructure is ageing,
and affordability constraints are growing and will continue to grow in the future.'®” In sanitation

in particular, financing debates often become trapped in three patterns:

1. “Gap talk”'®® — that focuses on the financing gap between needs and available
funding.'®®

2. “Silver bullet talk” — an obsession with the latest financing instrument (PPPs, blended
finance, impact bonds), leading to tunnel vision and ignoring system-wide costs and
responsibilities.!”

3. Distributional blindness — losing sight of where costs are actually borne, especially by
households in poorer areas or using onsite systems, burdened by paying more and also

bearing environmental impacts.!”!
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equitable, ongoing funding of critical urban sanitation services’, npj Clean Water, 7, 105, pp. 14, at p. 1.
https://doi.org/10.1038/s41545-024-00399-2.
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This matters because the deeper question is not only “how much money is missing”, but
who pays for what and whether that allocation is appropriate.'’?

Against this, the concept of sustainable cost recovery introduces a better, or rather an
encompassing solution, if pinned against the “full cost recovery”.

The sustainable cost recovery was introduced in the water sector debates in connection
with the Camdessus Panel.!”® The sustainable cost recovery accepts the fact that tariffs are not

sufficient to ensure financial viability for all services in all contexts.!”*

“Even in the most developed countries, covering costs solely on the basis of tariffs may
not take sufficient account of the burden this would place on the poorest consumers, or of

the merit or public goods character of some WSS services, particularly sanitation.”!”

Sustainable cost recovery is commonly expressed through the 3Ts:

o Tariffs (paid by users)
e Taxes (public budget funding)

 Transfers (external funds, including EU support or intergovernmental transfers)!”®

Framed with Article 9, cost recovery can be treated as a principle that must be implemented
through a financing mix, not through a single mechanism.'”” It disintegrates the illusion that
users should pay for everything and pushes for a shared burden. It also aligns with what the
WEFD itself permits, that Member States may consider social and economic effects and are not
forced into one pricing model.

The WFD is one of the EU’s most influential legal instruments shaping how water services
are financed, and therefore how burdens are distributed between households, industries,

farmers and the public budget.
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This is also the point where the shift from the full cost recovery to sustainable cost recovery
becomes more than a policy preference, a clear shift to actually treat water as a heritage, while

still financing the pipes and plants that make access real.

8. The Principle of Full Cost Recovery and Affordability

The idea of cost recovery was debated from the beginning. The wording of the principle was a
focal point during its legislative process, especially the reach of its binding force.!”® The WFD
does not provide a definition of costs, in particular, environmental and resource costs.!”
However, in Article 9 of the WFD, we can find requirements for Member States to reflect and
take into account environmental and resource costs, but it lacks a clear and operational
definition of what can be included in them. Basically, it creates the breeding ground of
structural tension between financial sustainability and universal access to water services.

Article 9 of WFD, as we pointed out, tries to offer a solution for this by requiring Member
States to recover the costs of environmental and resource costs of water services, taking into
account the polluter pays principle. But not having a clear definition of the costs can hinder its
effectiveness. This paradox creates the tension between the cost recovery and affordability, the
latter being a core element of the human right to water. '8¢

The Directive includes some proactive measures for vulnerable users, or on a larger scale
for social concerns, where the derivation from hull cost recovery is not necessary. However,
without clear legislation, the implementation can fluctuate, and the protection of vulnerable
groups can decrease in one country compared to another. This, coupled with structural
problems in some of the Member States, as tariffs are still kept low for political reasons,
environmental costs are not really reflected in the price, and much-needed infrastructure
investments keep being postponed because there simply isn’t enough funding to further the gap
between the two.!8!

To better understand the gap, we need to establish the fact that tariffs are inherently
influenced by political choices. Quoted earlier, the UN Special Rapporteur on the right to water,
Catarina de Albuquerque, highlighted the role of regulatory authorities as a dual one. In one

way, they need to guarantee affordability; in the other, they need to resist commercial and

I8 Kaika, M., Page, B. (2003) ‘The EU water framework directive: Part I — European policy-making and the
changing topography of lobbying’, European Environment, 13(6), pp. 314-327.

17 Unnerstall, H. (2007) ‘The principle of full cost recovery in the EU water framework directive — Genesis and
content’, Journal of Environmental Law, 19(1), pp. 29-48, p. 37.

130 Directive 2000/60/EC [2000] OJ L327/1, Art. 9.

181 Marques, R. C. (2010) Regulation of water and wastewater services: An international comparison. London:
IWA Publishing; OECD (2015b) The governance of water regulators. Paris: OECD Publishing.
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political pressures.'®? Regulatory authorities often feel the pressure to lower the prices or keep
them there for electoral gain, opposing the service providers that need to raise the prices to
protect profit margins. The rights of users are often overlooked because they are seen simply
as “users” rather than as citizens. This distinction can weaken their position, treating them as
mere consumers of a service instead of members of society who are entitled to protection.
Independent regulators with adequate resources are therefore key to ensuring that tariffs are set
in a fair, transparent way and remain in line with fundamental rights and to reintroduce the
mere “users” as rights-holders that are entitled to protection.'®?

Affordability is not just a matter of pricing. It marks a limit that cost recovery should not
cross.'® Privatisation or market-based reforms alone cannot ensure fair or sustainable
outcomes, nor can they ensure that public operators have the governance methods.'®> Poor
households can be particularly disadvantaged by poorly designed water-service financing.
Generalised subsidies frequently benefit already connected and higher-income households,
while poorer households may remain outside service networks and therefore receive little or
no benefit from subsidies attached to networked provision. '8

The goals of Article 9 of the WFD are hard to achieve, and tariffs are just one side of the
coin. By incorporating transparency, real public involvement, and protections for those who
are more vulnerable, we can be closer to achieving these goals.'®” Setting tariffs should not be
seen solely as an economic decision but also as a matter of public accountability and democratic
governance.'®® Moreover, public debate frequently frames water financing as a quantitative
problem: investment needs exceed available resources; therefore, tariffs must increase, or
additional capital must be mobilised. This framing is relevant, but is incomplete as financing
mechanisms are not neutral. They determine how costs, risks and responsibilities are allocated.
Legal and political criteria according to which the funding is raised also need to be examined,

next to the sheer volume of the funding for water services.'®
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A similar oversimplification characterises the recurring focus on financial innovation.
Over recent decades, the sector has experimented with privatisation, corporatisation, public—
private partnerships and blended finance structures.!”® However, these instruments can't
improve efficiency on their own, as they focus on only one part of the problem, disregarding
the structural question of cost allocation. A coherent system of revenue generation and
redistribution is needed, and for that, we need to view the water services as a mechanism.

The distribution of costs is still not fully addressed, as in several Member States, households,
especially vulnerable users, tend to bear a relatively higher share of the costs.

From a legal standpoint, it is neither required nor justified to interpret cost recovery as an
obligation to finance water services exclusively through tariffs. The provision does not
prescribe a single financing model, and if we interpret “full cost recovery” as a rigid principle,
we fall into the trap of disregarding the public good dimension of water services and the
Directive’s built-in proportionality logic. However, if we systematically underprice water to
support the citizens, we undermine sustainable water management. These characteristics justify
the involvement of general taxation and intergovernmental transfers alongside user charges. '

The “3Ts” would be influential in this case. Tariffs should at least cover day-to-day
operation and maintenance, and encourage efficient water use. Moreover, taxes and transfers
can reasonably support larger investments, environmental measures, and protections for
affordability. The exact mix differs from one Member State to another, but the basic idea stays
the same: financial sustainability and social fairness need to be ensured together. For a system
to be credible, public funding needs to be stable and predictable. When funding comes in the
form of ad hoc subsidies that only plug short-term gaps, it can distort incentives and make it
harder to hold anyone accountable.!'*?

Affordability is hard to balance because overall figures often give the impression that high
levels of cost recovery are affordable for households in most EU Member States. '
Nevertheless, even a relatively small proportion of households facing affordability constraints
is legally and politically significant, because we are discussing a sector linked to essential

services. In many cases, targeted social tariffs or income-based support mechanisms are

1% OECD (2010) Innovative Financing Mechanisms for the Water Sector. OECD Studies on Water. Paris: OECD
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implemented in the national system, and these are compatible with cost recovery principles as
they are necessary to ensure proportionality and non-discrimination in water access.'**
Finally, pricing should be transparent, and cost recovery should not be limited to financial
accounts but, where possible, should also include environmental and resource costs, in line
with the objectives of the WFD.!%
The tension exists between a narrow financial interpretation of cost recovery and a
systemic understanding of sustainability, and not between public and private provision.
We do not reject the idea of cost recovery, but urge caution in interpreting it in isolation from
equity and public responsibility. If Article 9 treats pricing as a tool of governance, then

sustainable cost recovery can help ensure that its use does not lead to socially harmful

outcomes.
9. The Right to Water in the Jurisprudence of the European Court of Human Rights

Water governance is often described as the system through which water resources and services
are managed across political, social, and economic levels.!”® In this context, the role of the
Council of Europe is often less visible than that of the European Union, even though it was
among the first to engage with emerging environmental challenges.

The recognition of water as a human right remains incomplete, as unlike traditional rights,
such as freedom of expression or religious freedom, water presents a different problem. It is
both a basic need and a service.'’

In legal doctrine, the right to water is typically approached in two ways. First, as a
derivative right, it is linked to existing human rights. The United Nations Committee on
Economic, Social and Cultural Rights has recognised that access to water forms part of the
right to an adequate standard of living under Article 11 of the ICESCR.!® In this sense, access

to water becomes a state obligation derived from broader human rights guarantees.
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Second, the right to water can be conceptualised as an independent right, although this
remains less developed in binding legal instruments.'”® At the national level, some

0

constitutions, such as in Slovenia,??" explicitly recognise access to drinking water as a

fundamental right.’!

At the European level, however, the European Convention on Human Rights does not
explicitly recognise a right to water. Nevertheless, the jurisprudence of the European Court of
Human Rights has gradually evolved to incorporate environmental considerations through
interpretation.?’?

Although the ECHR does not explicitly protect the right to water, the Court has tried to
address this absence by providing indirect protection through existing rights. However, this
reliance on interpretative tools, such as the “living instrument” doctrine and the requirement
that rights be “practical and effective”, leaves the protection fragmented and dependent on
judicial discretion.?*

In this framework, water-related issues are primarily addressed under:

— Article 2 (right to life)

— Article 8 (right to respect for private and family life)
— Article 1 of Protocol No. 1 (property)

— procedural rights under Articles 6 and 13.

Among these, Article 8 has proven the most frequently used.?** Unlike Article 2, which
requires a high threshold of immediate risk to life, Article 8 allows for a broader assessment of

environmental conditions affecting private life. In practice, however, it often functions as a
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residual category, where water-related claims are placed when no more specific provision is
available.

The Court’s approach can be illustrated through a series of cases dealing with access to
water and environmental harm.

In Dubetska and Others v. Ukraine,?*® the applicants lived near heavily polluting industrial
sites and suffered from contaminated water and inadequate access to safe drinking water. The
Court found a violation of Article 8, emphasising the impact of environmental degradation on
private life.2%

Similarly, in Dzemyuk v. Ukraine,®®’ the construction of a cemetery near the applicant’s
home led to contamination risks affecting water quality. The Court again found a violation, as
environmental harm interfering with living conditions can fall within the scope of Article 8.2%

By contrast, in Hudorovic and Others v. Slovenia,*® the Court did not find a violation,
even though the applicants lacked access to water and sanitation in informal settlements. While
acknowledging that a “persistent and long-standing lack of access to safe drinking water” may
affect private life, the Court held that the required threshold of severity had not been met.?!
This approach is open to criticism because it imposes a high, unclear threshold, effectively
limiting protection to extreme cases. The Court stated that access to safe drinking water is not,
as such, a right protected by the Convention. Although it did not rule out future recognition in
exceptional circumstances, this position leaves protection fragmented. The court assessed only
whether the state had acted reasonably, and reduced the question of access to water to an
administrative question rather than a question of human rights.?!!

The key issue is therefore not the existence of a right to water, but the severity of the
interference, and the adequacy of state action. This creates a high threshold for applicants who
must demonstrate a long-standing lack of access, a significant impact on private life, and a

failure of state authorities to act. This approach places a considerable burden on individuals,

particularly in vulnerable situations.?!?
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The limits of the Court’s approach are linked to the structure of the Convention itself. The
ECHR was designed to protect primarily civil and political rights, not socio-economic rights.!?
Although later developments, including the European Social Charter, address social rights,
environmental rights remain only indirectly protected. The principle of subsidiarity implies that
primary responsibility lies with Member States, and the ECtHR intervenes only when national
systems fail.?!* This further limits the recognition of new rights, including the right to water.
The jurisprudence of the ECtHR, on the one hand, has progressively incorporated
environmental considerations into human rights law, and on the other hand, it has avoided
recognising a direct right to water.

Moreover, the protection remains indirect, as we argued that it is conditional and dependent
on case-specific thresholds. Water is essential for human life, yet its legal protection remains
fragmented and contingent, failing to match its fundamental importance.?'

However, the Court does not deny the importance of water, but it avoids recognising it as
an autonomous right, instead subsuming it under existing provisions, most notably Article 8.
The protection depends on judicial framing rather than on a clearly defined legal instrument,
as the system operates through thresholds and exceptions.?!® Access to water is not guaranteed,
but it is assessed on a case-by-case basis, depending on the severity of interference and the
adequacy of state action.?!” The applicant must consequently demonstrate circumstances
sufficiently serious to bring the complaint within the scope of the Convention. This evidentiary
and threshold requirement may create particular difficulties for applicants in vulnerable
situations.*!®

Two possible paths to remediate the situation are arguable in this case, as on the one hand,
the gradual expansion of jurisprudence through interpretation, and on the other hand, the
adoption of a specific legal instrument recognising the right to water. However, both

approaches remain problematic, as the first risks inconsistency and fragmentation, while the
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second faces political and conceptual difficulties, particularly in defining the scope and
enforceability of such a right.

This is a structural limitation of the current framework, as it is not designed to guarantee
access to water per se, but only to address its absence in extreme cases.?!”
Even at the level of human rights law, access to water is not secured in a coherent or

predictable manner, as the problem lies not in the absence of formal recognition alone, but in

how governance structures translate legal principles into practice.

IV. National Case Studies

1. Hungary
Dominant Role of the Governance
Period Wave Ownership Private Key Characteristics Logic
Model Sector g
1948— || Integration (Socialist State . - Fpll natlonahsatl.on— Centralised,
Ownership None Regional state providers- . .
1989 Model) . hierarchical
Model Central planning
. .. - Municipalisation of
Fragmentation, Municipal . Fragmented,
1989— S . Significant assets- Many local
2010 Decentralisation, and Ownership + (expanding) roviders- Concessions weak
Commercialisation Mixed Models p & p . coordination
and foreign entry
Increasingly N .
2010- || Remunicipalisation and State Limited - Sector consolidation- || - Centralised,
. . . Growing state control- state-
Present|| State Recentralisation Ownership (residual) .. .
Model Reduced municipal role dominated

Table 1. Waves of Water Governance in Hungary 220

The Hungarian evolution of water services can be defined as a rapid shifting one. It lacks a
steady, gradual, or cohesive progression. We can observe periods of integration and
fragmentation that underline the study's key issue.??! The rapid shifts can be attributed to
political and economic shifts that shaped the water service sector over the years. Moreover, we
can observe that an unstable political and economic background can and will result in an
unstable water service sector.

As a common preestablished starting point of the study is the collapse of the Soviet-type
dictatorship and its impact on the formation of the new, free water service sector. To properly
examine the starting point, we need to revisit the already existing legal framework to establish

the groundwork.
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We will examine three clusters of the phases of evolution to create clarity and analytical
structure. This will be mirrored in the Romanian example as well to facilitate a better
comparison and to underline the differences taken by each country. The three clusters differ
title-wise; however, they are concise at the same time belt because the major changes in the
water sector align almost perfectly with each other. This is due to the fact that both countries
had similar historical experiences.

The Hungarian experience can be divided into the following three main periods from 1948
to the present day: From 1948 to 1989, we count on the integration wave, where the number of
providers fell from 430 to 34.2*? The second time belt spans from 1989 to 2010, named the
fragmentation wave, where the number of providers grew to 450. Lastly, from 2010 to the
present day, we have an amalgamation of (re)municipalisation, which stalled and turned into
(re)integration. We enumerate 36 operators in this period.**

An initial indication of the degree of integration of water-service provision is the number
and scale of operators. A smaller number of larger providers may indicate a more aggregated
system, whereas a large number of independent providers may point towards greater
institutional fragmentation. However, neither structure can, on this basis alone, be regarded as
inherently superior.??*

As an integrated sector provider that operates on a relatively larger scale, it can generate
greater resources for its operation. Regulatory oversight is larger, and it can positively improve
long-term sustainability and consumer protection. The downside is the inherent integration,
because the problems are not resolved where they emerged. They are just implemented through
top-down resolutions. In realising larger clusters for water service operations, there may be
instances in which parts of the larger cluster are ignored or, worse, discriminated against by the
systems administrator.??

On the other hand, in a fragmented sector, the service provision is covered by smaller-scale
service providers.??® Here, the local operators have the ability to solve the emerging problems

more in line with the smaller sector. The closeness to the community and the possible root

222 Szab6 and Garcia Quesada (2017), p. 15.

223 MEKH (2018) A vizikzmii miikédési engedélyes szolgdltatok listdja.

224 World Bank (2017) Joining Forces for Better Services? When, Why, and How Water and Sanitation Utilities
Can Benefit from Working Together. Washington, DC: World Bank; OECD (2011).

225 World Bank (2005) Models of Aggregation for Water and Sanitation Provision. Water Supply and Sanitation
Working Notes, Note No. 1. Washington, DC: World Bank, pp. 15-16; OECD (2011) Water Governance in OECD
Countries: A Multi-level Approach. OECD Studies on Water. Paris: OECD Publishing, doi:
10.1787/9789264119284-en.

226 Szab6 and Garcia Quesada (2017), p. 15.
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cause of the problem can result in a much more harmonious operation. The downside of these
is the lack of supervision and the lack of resources, as it cannot generate enough financial
resources to recover the costs of operation. These problems on both sides call for a deeper
examination of water services beyond ownership structure, but also an examination of the
numbers and scale of operators.??” Only by building on these findings can we move to discuss
the governance.

Another base idea is that the water service sector must respond to the supply and demand
principle by widening coverage and keeping up the good quality of water. In response to the
economic principle, the state-owned water sector faces pressure to balance these
responsibilities with the public policy objectives. The question of achieving equitable access,
affordability and the sustainable management of water services is pressed against financial
obstacles. The privately owned water sector can overcome these by pushing the fulfilment of
the public service obligations, to the source, back on the state.??® However, the state should
always prioritise public welfare over profit. Incentivising the use of private ownership can push
the “citizen” into a “user”, where the need for welfare is lost.

The loss and regain of public sector welfare can be observed in our examination. As water
service provision changed in parallel with major regime changes.

But we must not concentrate on just the public and private ownership debate.?>We need
to study all aspects of water service evolution in Hungary to accurately pinpoint the problems
of each main period.

Examining the Hungarian state in these reforms can also shed light on which role it
embodied: owner, regulator of water services and, as we will see in some cases, the facilitator
of these reforms.

We build upon the work of Szab6 and Queseda®*°

who worked out the three main periods
we use in this research, but evolving on the remunicipalisation period with the addition of a
(re)centralised view. We also widened the legislative framework to better reflect the main

periods.

227 Szab6 and Garcia Quesada (2017), p. 16.

228 Wade (2008); Castro, J.E. (2007) ‘Poverty and citizenship: Sociological perspectives on water services and
public-private participation’, Geoforum, 38(5), pp. 756-771.

22 Boda, Z., Scheiring, G. (2006) ‘Water privatisation in the context of transition’ in Chavez, D. (ed.) Beyond the
market, pp. 95—101; Lobina and Hall (2008), pp. 178-202.

230 Szab6 and Garcia Quesada (2017), p. 16.
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1.1. 1948—1989: The Wave of Integration

The wave of integration was marked by state-led consolidation and centralisation. This is
visible in the legal instruments that focused mainly on nationalisation and the development of
a systematic organisation of the water services and management.

The influential legal documents of this period are:

1. Decree 207.760/1948 on the Organisation of the National Water Management Office.
2. Act XX of 1949 of the proclamation of the Constitution of the Hungarian People’s
Republic.

3. Act IV of 1964 on Water.

4. Act IV of 1959 on the Civil Code.

1.2. 1989-2010: The Wave of Fragmentation

After the political transition in 1989, the country moved to market liberalisation and
decentralisation. This resulted in a fragmented water service sector. Local autonomy was
incentivised, and privatisation efforts grew. In a time of accession to the EU, the tension
between public and private involvement heightened.

The volume of important documents exceeded:

1. Act XXXI of 1989 on the Amendment to the Constitution.

2. Act XIII of 1989 on the Transformation of Economic Organisations and Business
Associations.

3. Act XXIII of 1989 on the Registration of Companies by the Court, and the Legal
Supervision of Companies.

4. Act LXV of 1990 on Local Municipalities.

5. Act LXXXVII of 1990 on Pricing.

6. Act XVI of 1991 on Concessions.

7. Act XX of 1991 on the Scope of Duties and Jurisdiction of Local Governments and
Their Organs, of the Delegates of the Republic and of Certain Organs of Central
Subordination.

8. Act XXXIII of 1991 on the Transfer of Certain State Assets to Municipalities.

9. Act LVII of 1995 on Water Management (Vgt.).

10. Act No. LXXXIX of 2003 on Environmental Pollution Charges (Ktd. tv.).

11. Act CXXI of 2006 on Amending Various Acts Founding the Budget of the Republic of
Hungary for the Year 2007.

12. Act CVI of 2007 on State Assets.

13. EU Accession (2004).
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14. Water Framework Directive.
15. Urban Waste Water Directive (91/271/EEC).
16. Drinking Water Directive (98/83/EC).

1.3. 2010-2024: The Wave of Remunicipalisation and Subsequent State Recentralisation

To undo the harms created by the fragmentation period, Recentralisation was strongly pushed.
After this, recentralisation was the aim. This resulted in the consolidation of control under the
public entities and the state.

The following legal documents are relevant to our research:

1. The Fundamental Law of Hungary.

2. Act CCIX of 2011 on Water Utility Supply.

3. Act CXCVIof 2011 on National Assets.

4. Act CLXXXIX 0f 2011 on Local Governments of Hungary (Motv.).

5. Act XXII of 2013 on the Hungarian Energy and Public Utility Regulatory Authority
(MEKH Act).

6. Act LIV of 2013 on the Implementation of Utility Cost Reductions (Overheads Act).

7. Establishment and expansion of Nemzeti Vizmlvek Zrt. as a central state-owned
structure.

8. Sectoral consolidation measures reducing the number of service providers.

9. Introduction of administratively controlled tariff reductions.

To strengthen regulatory oversight, the following were added:

- Government Decree 58/2013 (II. 27.) on the Implementation of Certain Provisions of
Act CCIX of 2011 on Water Utility Services (Vhr.)

- Ministerial Decree 16/2016 (V. 12.) of the Ministry of Interior on the Water
Management and Water Protection Professional Requirements, Scope of Investigations,
and Content of Data Reporting to be Fulfilled during the Operation of Public Drinking
Water Utilities and Public Sewerage and Wastewater Treatment Utilities

- Ministerial Decree 61/2015 (X. 21.) of the Ministry of National Development on the
Detailed Content and Formal Requirements of the Renovation and Replacement Plan
and the Investment Plan as Part of the Rolling Development Plan of Water Utilities

- Ministerial Decree 47/1999 (XII. 28.) of the Ministry of Transport, Communication,
and Water Management on the Fees Payable for Drinking Water Supplied from State—
Owned Public Water Utilities and the Use of State—Owned Public Sewerage Facilities
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- Ministerial Decree 24/2023 (XII. 13.) of the Ministry of Energy on the Water Utility
Development and Compensation Fund

- Ministerial Decree 25/2023 (XII. 13.) of the Ministry of Energy on the Determination
of Water Utility Service Fees for Non—Residential Users

- Government Decree 5/2023 (I. 12.) on Drinking Water Quality Requirements and the
Regulation of Its Monitoring

1.4. Legal Timeline
1.4.1. 1948—1989: The Wave of Integration

Water service provision was in the hands of local authorities all across Europe at the beginning
of the examined period. Hungary was no exception, as roughly 340 council-founded companies
were responsible for it in Hungary, where pipelines existed. The fragmented system relied on
semi-functional local-level management in the 1940s.23!

After the aftermath of WW2, a wave of integration started in many European countries.

232 as the

Hungary also moved towards direct control of water services by the central state,
socialist regime gained traction.

The adoption of the new National Water Management Office (Orszdgos Vizgazdalkodasi
Hivatal) solidified the change in 1948.%%% Stricto sensu this was not considered a regulatory
authority, however it allowed the integration of local water service companies under regional
water service companies, thus giving the power to the central government.?** This was a clear
move from the municipal-centred service provision to a centralised one.

Moreover, Act IV of the Hungarian Civil Code from 1959 cleared the remaining path to
centralisation as it provided the general legal framework for state ownership and economic
organisation. The Act granted legal personality to state-owned enterprises with legal
personality and enumerated their competencies. Among the competences was the execution of

public service tasks.?*’ It laid the foundation for a unified, nationwide system of water utility

administration.

21 On the creation of the Act XXIII of 1885 on the basis of which the municipal water service was established

and the foundations of regulation, see Koncz, 1. (2019) ‘The development of water rights administration in
Hungary’, Journal of Agricultural and Environmental Law, pp. 103—111.

232 Act XX of 1949, Art. 6.

233 Decree No. 207.760/1948.

234 Szab6 and Garcia Quesada (2017), pp. 16-17.

235 Civil Code, Chapter VI.
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Further centralisation and regulatory refinement were achieved through Act IV of 1964 on
Water, a statute of enduring influence until the end of the socialist era in 1989. The Act
established the conditions for service provision, defined the criteria for water rights licensing,
and allocated financial responsibility for the construction, renovation, maintenance,
investment, and operation of public water infrastructure, whether performed by the State or
other public bodies.

State-owned management was charged with the operation, management and acquisition of
the public water infrastructure. This framework, however highly centred, still managed to keep
some degree of local participation.

As Post-WW?2 brought the socio-economic changes, the water sector was restructured into
36 water and wastewater companies assimilating the previous 430 individual smaller council
companies. The core state-led regional utilities within the centralised system were called
“regional waterworks”(“regiondlis vizmiivek”): DRV Zrt.; EDV Zrt.; DMRV Zrt.; ERV Zrt.;
TRV Zrt.2*¢ These entities were created to expand water services to areas that had previously
been left out, especially in rural regions where access lagged far behind urban centres.
However, even though the reform formally extended service coverage, the sector continued to
struggle with weak technical capacity, limited financial resources, and organisational
shortcomings. The persistence of these issues later led to the sector’s decline.

In practice, despite the strong integrative ambition behind the model, the system remained
constrained by the inefficiencies and resource limitations typical of highly centralised

structures.

1.4.1.1. Local illustrations from the socialist period and the transition

From the 1940s onwards, the organisation of water services in Hungary did not simply change;
it was restructured at its core. The post-war land reform removed the economic base on which
earlier water associations relied, as the system of large landowners financing infrastructure
disappeared from use.?*” What remained were collective structures without financial autonomy,
which increased the dependence on the state. Their survival was no longer linked to local

capacity, but to access to public funding.

236 Szab6 and Garcia Quesada (2017), pp. 16-17.

237 Fejér, L. (2010) ‘Tarsulatok a magyar vizgazdalkodasban, 1810-2010: Magéanerd vagy allam? [Associations
in Hungarian water management, 1810-2010: Private initiative or state?]’, Historia, 67, ‘Ember €s természet’,
pp. 44-47.
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During the socialist period, this was further reinforced when water was redefined as public
property and water management was formally centralised. Yet, even in this system,
centralisation did not fully replace local coordination. From the late 1950s, water management
associations reappeared, not as a contradiction to centralisation, but as a necessity.>*8
Infrastructure could be planned centrally, but its organisation and operation still required local
forms of cooperation and financing.

The following decades are often described through expansion, and rightly so. Access to
piped water increased significantly, and water utility associations became central actors in
extending the drinking water supply. But this expansion included further problems. While water
supply developed rapidly, wastewater infrastructure lagged behind, creating what later became

known as the “kdzmiioll6”%3°

or “utility gap”.>*° This gap was an early sign that infrastructure
growth, on its own, does not produce a balanced system.

Furthermore, through the planning documents, we can understand the logic of
centralisation. In 1958, the expansion of urban supply was framed through concrete obligations,
such as increasing Budapest’s water capacity by 100,000 m? per day, while rural development
aimed to provide safe drinking water to half a million inhabitants through new wells and small-
scale systems.**! Water services appear here as a state project, not only technical, but also
social, linked to public health and living conditions.

Moreover, press sources from 1969 show that water services were not just administrative
systems, but part of wider political and social realities. Parliamentary discussions on the
performance of public services, including“vita a lakossag ellatasar6l”, show that service
provision was also a politically contested issue subject to evaluation and debate (Annex 1).
Moreover, references to utilities as “not loss-making enterprises” indicate that economic
thinking was already present.?*?> The system was not indifferent to costs, because it was already
measuring performance, even if not yet through market mechanisms.

In 1984, water provision was described as a struggle, a “csata — az éltetd vizért”, and
reports referred to situations where “the water does not run” or where quality deteriorates

(Annex 2).>¥ Meaning that infrastructure expansion did not automatically translate into a

238 Fejér (2010), pp. 44-47.

239 The “kdzmiiolld” refers to the difference, expressed in percentage points, between the share of dwellings
connected to the public water supply network and those connected to the sewerage system. In an ideal situation,
this gap is zero.

240 Fejér (2010), pp. 44-47.

241 Magyar Ko6zlony [Official Gazette of the Hungarian People’s Republic] (1958), No. 55, 25 June 1958, p. 435.
242 Esti Hirlap [Evening News] (1969), 14(143), 21 June 1969, p. 3.

243 Napl6 (Diary, regional daily newspaper, Veszprém, Hungary) (1984) Vol. 40, No. 169, 20 July 1984, p. 3.
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reliable service system. The system could build and expand, but it struggled to maintain and
distribute evenly. This was, and it still is, a recurring pattern.

By the late 1980s, the system was already moving towards change.?** New forms of
participation appeared, where local communities organised themselves to improve water
supply by forming associations for these purposes (Annex 3). Water services were no longer
only something provided by the state, but something that required local initiative. The idea of
representation also gains traction, with references to forums expressing the interests of the
population.?*’

After the transition, water supply is explicitly recognised as a primary public need, and
responsibility is moved to the municipal level through the 1990 Local Government Act.?*¢ But
this does not mean a simple withdrawal of the state, but an emergence of a more layered system.
Local governments become responsible, but central programmes, funding, and regulation
remain essential. This means that the system does not decentralise completely; it reorganises
itself. Because of this, water utility associations are no longer operating within central planning,
but they are also not purely market actors. They function as hybrid structures, combining local
initiative, collective financing, and public service provision, relying on cooperation across
levels.?’

From these examples, we can see that beyond what the law suggests: centralisation, then
decentralisation, there is a system that is constantly adjusting, balancing between planning and
practice, between expansion and limitation, between state control and local need.

We can observe a pattern of tensions that define water services today, between
infrastructure and service quality, between financial sustainability and accessibility, and
between central coordination and local responsibility. These show that the challenges are not

created by recent reforms, but are embedded in the structure of the sector itself.

1.4.2. 1989-2010: The Wave of Fragmentation

With the end of the Soviet-type dictatorship in 1989, in Hungary, a new wave emerged. Under
the flag of market liberalisation, a swift change took place. The dismantling of the centralised

system, the market widened rapidly, as the 34 integrated water service providers were

> Népfront (People’s Front, Hungary) (1989) Vol. 34, No. 9, 1 September 1989, p. 37.

245 Uj Magyarorszag (New Hungary, national daily newspaper, Hungary) (1992), ‘Vizgazdalkodasi tarsulatok a
viz ellen és a vizért...” [Water Management Associations Against and For Water...], Vol. 2, No. 57, 7 March, p.
25.

246 anorményzati Tajékoztatd (Municipal Bulletin, Hungary) (1998) Vol. 8, No. 9, p. 7.

247 Onkorményzati T4jékoztato (1998), p. 7.
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fragmented into approximately 450 smaller individual water service providers, in a relatively
short period.?*®

New ideas emerged without real debate, and promoters of decentralisation pushed the idea
of privatisation of the Hungarian water services. The government was also highly receptive to
this new wave, encouraging privatisation measures.>*’

The newfound freedom tainted the judgment of the decentralisation promoters, leading to
yet another drastic shift of ownership. The planned economy was overthrown to achieve market
competition.

This encouraged the turn to private operators by establishing the right to private property
and subsequently ending public ownership over key supply systems, like the water utility
system. Moreover, by recognising private property rights, the law opened the way for private
actors to enter sectors once controlled exclusively by the state.

The 1949 Constitution was amended under the Act XXXI of 1989. This reform marked the
end of the centrally planned socialist model and established the legal foundations for a
transition to a market-based economy.?>® Moreover, private property rights enabled the private
actors.

Under Act LXV of 1990 on Local Municipalities, Section 8(4), within the framework of
the duties and competences of local governments, municipalities were underlined that “the
local government must ensure a healthy drinking water supply.”?*! Municipal authorities thus
have the obligation to ensure the availability of potable water. Moreover, Act XX of 1991
widened the scope of operating water services, which also fell on municipalities.?*? This
confirmed that water services were no longer merely accessible at the local level but
institutionally embedded within municipal obligations. This was further reinforced by Act
XXXIII of 1991 (Hereinafter: Assets Act), as it prescribed that “public utilities and other assets
serving the provision of local public services shall be transferred into the ownership of local

governments.”?>®> The Assets Act established Asset Transfer Committees to manage and

248 Szabo and Garcia Quesada (2017), pp. 16-17; World Bank (2017) Case Study—Kiskun-Viz, Hungary. WSS
GSG Utility Turnaround Series. Washington, DC: World Bank, p. 2.

24 Onkorményzati T4jékoztatd (1998), p. 7.

230 Act XXXI 0f 1989, § 2.

231 Szabo and Garcia Quesada (2017), pp. 16-17.

232 ‘A helyi 6nkormdanyzat feladata a kozszolgaltatdsok biztositisa, kiilonosen a koziizemi szolgaltatidsok
mitkodtetése.” [‘Local governments are responsible for ensuring public services, in particular the operation of
public utility services.’]; Act XX of 1991, Section 2(1)—(2).

233 Act XXXIII of 1991 on the Transfer of Certain State-Owned Assets to Local Governments, Section 2(1); We
need to highlight that in the Assets Act does not always explicitly uses “water infrastrucure”; it uses a wider notion
of “Kozmiivek”(“Public Infrastrucure”), but doctrinally this includes the water services infrastrucure. It is
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oversight the process. It did not just say that “municipalities get the assets”, but created
committees for it, which decided who gets what based on the examination of how the
infrastructure was used.?>* The infrastructures were either used jointly, separately, or by
technical separation. The use of the committee forecasts the fragmentation period. Assets were
not transferred uniformly, and ownership models became mixed and hard to keep track of.

Because of this, regional systems were sometimes broken up or were shared in an awkward
manner. Where infrastructure could not be linked to one municipality, this remained under the
ownership of the state.?>® The combination of these poorly designed arrangements forms the
legal origin of the fragmented governance structure.

Act XIII of 1989 (Hereinafter:“Transformation Act”) legislated the transformation of state-
owned enterprises into business associations.?*® This marked the turning point to the market
economy. The Transformation Act, although not sector-specific, altered the landscape of water
services. This acted as a catalyst for the commercialisation of public domain assets, including
water services, as it established the legal and economic pathway to address market principles.
of assets that had previously been in the public domain by altering their legal and economic
character to conform with market principles. This Act introduced a statutory deadline obliging
state-owned companies to convert into limited liability companies or joint-stock companies.?*’
Water infrastructure (plants, pipes, systems, etc.) from this point was open to be a business
asset, not just part of the public property.

Moreover, besides the transferrability of assets, the Transformation Act was vague about
the management and the nature of the water utility infrastructure. The
Act introduced concepts like business assets, shares, quotas, and economic organisations, but
failed to define how these apply to network-based infrastructures.?>® Water infrastructure is
being categorised as a normal business asset. With no clear legislation on how these should be
managed? What can and cannot be sold? If there are still public obligations? The
Transformation Act, thus allowing privatisation practices beyond the intent of the original

legislation.

important to make this destinction, because the hungarian legislation uses a sector neutral wording can be
decieving, however in our case it is undoubtably includes the water services infrastructure.

24 Act XXXIII of 1991, Sections 7-9.

255 Kis, A. and Ungvari, G. (2019) ‘Are we still falling? Sustainability and equity in the Hungarian water utility
services sector’, Budapest Management Review, 50, p. 81.

236 “Economic organisations may be transformed into business associations.”; Act XIII of 1989 on the
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By converting public utility providers into business associations, their assets fell under
corporate law regimes, including liquidation proceedings. During these proceedings, water
utility assets were often not recognised as municipal property, but treated as transferable
corporate assets, which made their unrestricted sale to private operators possible. This
contributed to a gradual, then accelerating, increase in service providers after the Assets Act.
The growing number of operators led to greater fragmentation and made any broader
coordination of water services increasingly difficult.

This led to an exponential increase in the number of small local water companies. The
system became highly fragmented by the early 2000s.2°° This resulted in uneven service
quality, financial instability among providers, and increasing difficulties in regulation.?*® Over
time, these structural weaknesses led to growing calls for reintegration and broader systemic
reform. However, governance failures, rather than ownership models, became the primary
drivers of inefficiency, inequality, and systemic instability. Still, the solution was often framed
as going back to public ownership, as if the problems came from privatisation itself, rather than

from how the system was governed.

1.4.2.1. Foreign Investment, Concessions, and Governance Failures in the Water Sector

The privatisation of Hungarian water services was highly dependent on foreign investments.
Through concession agreements, multinational enterprises, Veolia, SUEZ, RWE, E.ON, and

Berlin Wasser,?!

it took over the operation of water services.?®? In the privatisation processes,
some local private companies also took part.

By opting for a more privatised system, one question emerged: who is in charge?
The privatisation model had major weaknesses, including the extent of oversight by the
national authority.?®® Unlike in many Western European countries, Hungary did not establish a
central authority to regulate the economic and financial aspects of water services. Economic

aspects refer to social impact, pricing, and efficiency in the wider system, while financial

aspects refer to costs, accounts, and revenues within the system. As a result, local governments
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were left to negotiate and supervise complex concession arrangements, despite often lacking
the necessary technical and legal expertise to do so effectively.?®

Another problem was how assets were valued during privatisation.?%> In many cases,
municipalities took over water systems without properly checking their value or their actual
condition. Because of this, it became harder to plan infrastructure and manage finances. This

was not just a technical problem, but a governance issue, as these decisions were made without

proper information or oversight.

1.4.2.2. Budgetary Constraints and Investment Challenges

The driving force behind the privatisation of water services in Hungary was the quick monetary
gain, and as a secondary force was the prospect of improving water services in the country. The

“monetarization of nature”>%¢

was not a key factor when economic growth is on the line. This
can be observed in the example of the Budapest Waterworks, where the partial privatisation
came after the entity was financially stable and well functioning, without any need for
immediate investment to maintain its operation.?¢’

One key motivation underpinning the privatisation of water services in Hungary was the
aim of generating immediate fiscal revenue. As for Hungary, when Budapest Waterworks was
partially privatised, it was already a well-functioning and financially stable entity, with no
pressing investment needed for its operation. The sale of a 25% stake and giving control over
the management rights was largely driven by short-term thinking and not a long-term system.
As just 25% of the shares were sold, ownership remained under public governance, but the
control over them went to the private operator. The Budapest municipal government decided
to sell a 25% share, together with management rights, to a Franco-German consortium
composed of RWE-Thames and SUEZ. The transaction, valued at approximately 15.5 billion
Hungarian forints (15.5 billion HUF = 60—65 million EUR-late 1990s rates), granted the private
consortium management control for a period of 25 years.?*®

The planned benefits that were expected, however, never fully came into fruition. The

infrastructure investments needed to achieve a good function of the water services were still

264 World Bank, Reforming Infrastructure: Privatisation, Regulation and Competition (World Bank 2002).

265 Hall and Lobina (2007).

266 Bakker, K. (2010) Privatizing water: Governance failure and the world’s urban water crisis. Ithaca: Cornell
University Press, p. 81.

267 Hall, D., Lobina, E. (2006) Pipe dreams: The failure of the private sector to invest in water services in
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covered by public money.?®® Later, the city bought back the shares under the wave of
(re)municipalisation.?”

Similarly, in 2004, the municipality of Pécs reconsidered its privatisation arrangement,
mainly due to increasing water tariffs and the private operator’s failure to deliver the expected
investments. In this case as well, the private partner was the widely criticised SUEZ. Partial
privatisation also created additional difficulties, particularly by limiting municipalities’ access

to European Union development funds intended for water infrastructure.

1.4.3. 2010—Present: Wave of Remunicipalisation and Subsequent State Recentralisation

The Hungarian Fundamental Law puts an emphasis on the protection of the environment and
health. The protection of public health is preconditioned by access to safe drinking water.
Article P?"! of the Fundamental Law treats water resources as part of the nation’s common
heritage, pointing to a strong public and sovereign approach. Article XX further reinforces this
by linking access to drinking water to the right to physical and mental health.?”

The Act CCIX of 2011 on Water Utility Supply (Hereinafter:“Water Utility Act”) changed
yet again the trajectory of water utility service operation. This legislative shift brought back the
principles of integration and regionalisation in the water services sector. It marked a move
towards a more centralised and coordinated system to address the issues created by system
fragmentation and improve accessibility, accountability, and financial sustainability.

Remunicipalisation was the direct response to the privatisation issues enumerated in the
previous fragmented period. The political and practical view was to bring back the water
services to the municipalities and regain control over them. The main driving idea is to bring
them back under public control, and all of the issues will be fixed regarding water services.
However, weak governance and capacity gaps created the issue, which could not be solved by
just changing ownership models. After remunicipalization efforts stalled, a stronger and more
central view emerged.

Abandoning the clear path from private to public, in Hungary, the change became more
complex. It went from private to municipal to state, a shift from local to national control rather
than a simple return to public ownership. The wave of Remunicipalisation did not mark a stable

endpoint, but rather a transitional phase that ultimately led to increased state centralisation.
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While the Act did not set an exact size for service providers, it introduced minimum thresholds
based on the number of users, which were gradually increased over time (50,000 by 2013,
100,000 by 2014, and 150,000 by 2016). In practice, this pushed smaller providers to either
merge or give up their licences.?’® As a result, the number of operators dropped significantly,
from around 450 in 2010 to about 42 by 2015 and 36 by 2024, gradually shaping a more
centralised, state-dominated system.?’* Gradually, it created rules that made it impossible for
small providers to survive.

The Water Utility Act was a clear reaction to the previous regulatory model with three
main points.

First, the law defined “water utility assets” as public infrastructure linked to municipal
tasks, separating them from “operating assets” held by enterprises.?’ This fixed the grey area
that had previously enabled privatisation. Second, it outlined the main service models,
concession, lease, and asset management, making the division of responsibilities between
municipalities and operators clearer.?’® Third, the role of the Hungarian Energy Office
(Hereinafter: HEA), originally established in 1994, was extended to the water sector, allowing
it to issue licences and oversee compliance and tariffs.?”” As well, HEA became the answer to
the local pricing issues faced in the period of fragmentation.?’® But why was such a strong
reform necessary?

To understand the Water Utility Act, we need to examine its reflection on the fragmentation
period’s greatest challenges: concessions, flexible contracts, private entry, loopholes and
fragmentation. The Act XVI of 1991 on Concessions allowed local governments to delegate
the provision of water services either to private undertakings through concession contracts or
to state-owned enterprises.?’® In practice, these frameworks enabled operators to manage water
infrastructure and collect user fees in exchange for payments to municipalities.?®® This
introduced a considerable degree of flexibility into the system, opening the door to private

actors as well.

273 Kis and Ungvari (2019).

274 Szab6 and Garcia Quesada (2017), p. 19.

275 Act CCIX of 2011 on Water Utility Services, Sections 2-3.

276 Act CCIX of 2011 on Water Utility Services, Sections 15-20.

277 Act CCIX of 2011 on Water Utility Services, Sections 3—4.

278 State Audit Office (1996) Report No. 314, noting that “in many cases, local governments set prices below
actual costs, considering the population’s capacity to pay”’; and State Audit Office (2012) Report No. T/7309,
observing that “the depreciation included in the fees failed to fully cover asset renovation and replacement.”

2% Act XVI of 1991 on Concessions, Section 2(1).

280 Szab6 and Garcia Quesada (2017), pp. 18-19.
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Prior to the third wave, lease-based arrangements were also widely used in the operation
of water utilities. These structures enabled private capital to be involved without necessarily
requiring formal concession procedures. Although private ownership in operating companies
was initially limited to 49%, this threshold was often circumvented through contractual
arrangements, allowing investors to exercise greater influence.”®! A 2007 amendment later
prohibited private equity in new contracts, but the earlier contracts remained in place.?*?

Ownership structures were shaped by the principle of subsidiarity, which placed control
over water infrastructure at the local level, with municipalities as the main owners.?®* However,
in regional systems, higher costs in less populated areas led more efficient settlements to leave
these arrangements and set up their own providers in order to reduce tariffs. Over time, this
contributed to the breakdown of previously integrated utility structures. For example, if three
towns share a system, a more efficient town (A) may leave if it has to cover the higher costs of
smaller settlements (B and C), choosing instead to operate independently and lower its tariffs.
As more municipalities act in this way, the shared system gradually breaks down, leading to an
increasing number of smaller, independent operators and, ultimately, a highly fragmented
sector. This was the case in Hungary, as almost 400 organisations provided water services by
2010, even though the 33 largest companies still served around 85% of the population.?®*

In response to these developments, the Water Utility Act introduced stricter licensing and
operational requirements. However, the stricter regulatory requirements, centralised tariff
control, financial pressure, and institutional restructuring gradually consolidated the sector
without direct legislative mandates.

In order to further consolidate the sector, the Government introduced procedural fees and
a public utility tax based on pipeline length. Together with stricter regulatory requirements, this
increased the pressure on providers, especially the smaller ones. In practice, many could no
longer operate on their own and were forced to merge or exit the market. As a result, the number
of providers dropped significantly, from around 450 in 2010 to 42 by 2015 and further to 36 by
2024.7%

Until around 2012, efforts to (re)municipalise the sector were present, but they did not

fully materialise. Instead, these developments gradually shifted towards Recentralisation, with

281 Szabo and Garcia Quesada (2017), pp. 18-19.

282 Act CXXI of 2006, § 10(1), amending Act LVII of 1995.

283 Kis and Ungvari (2019), p. 79.

28 Ungvari, G., Koskovics, E. (2010) ‘Attekintés a magyar vizikozmii-dgazatrél’ in Valentiny, P. et al. (eds.)
Verseny és szabdlyozas, pp. 305-328.

285 Szab6 and Garcia Quesada (2017), p. 19.
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the State taking an increasingly active role in both ownership and management. Measures such
as the Public Utility Network Tax?*¢ and government policy,?®” which reduced the revenues of
service providers, increasing their financial dependence on the State, placed additional pressure
on municipal providers and, in practice, transferred effective control to state institutions.

During 2019-2021, the system had developed into a model of consolidated state oversight,
with HEA exercising comprehensive regulatory control, while local governments retained only
formal ownership. The establishment of the National Water Works (Orszagos Vizmiivek Zrt.)
in 2021 marked the final step in this process, as assets and operational control were increasingly
centralised at the national level 2%

Although the Water Utility Act aimed to stabilise the sector and strengthen consumer
protection, its longer-term effect was a shift away from local self-government towards full state
control. What initially appeared as a move towards (re)municipalisation, as a response to the
shortcomings of privatisation, ultimately evolved into state-led centralisation, where

ownership, regulation, and service provision became concentrated in the hands of the central

government.

2. Romania
2.1. 1948—1989: The Wave of Integration

The first phase of water service organisation, in Romania, follows the same pattern as in the
Hungarian example, as in the integration under a centrally planned system. With
nationalisation, water services were brought under state control and organised within a unified
administrative structure, very similarly to other countries under the Soviet-type dictatorship.
Legislation in this period followed centralisation efforts, strengthened public ownership,
and created a somewhat hierarchical governance. In this period, water was treated as a state-
managed resource, with limited autonomy given to the local authorities and no real separation
between policy-making, operation, and control. Later, under the Ceausescu regime, governance
was characterised by an even higher degree of centralisation, with little emphasis on the

citizens' needs for water access and quality. The system aimed to achieve uniform provision of

286 Act CLXVIII of 2012 on the Public Utility Network Tax.

287 “Rezsicsokkentés”Hungarian legislation introduced a 10% reduction in household utility tariffs in 2013,
including water and wastewater services, followed by a prolonged tariff freeze at 2013 levels.

288 Nemzeti Vizmiivek Zrt. (n.d.) ‘Tevékenységre vonatkoz6 adatok’, stating that from 1 January 2021 the
company exercises the ownership rights and obligations of the Hungarian State over state-owned water utility
service providers and state-owned water utility systems;Szekeres, A. (2025) ‘From Privatisation to
Remunicipalisation: How Returning to Public Control of Water Services Benefits Hungarian Society’, Journal of
Agricultural and Environmental Law, 20(38), pp. 313-346, p. 337.
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water, but without mechanisms for efficiency, accountability, or financial sustainability of the
system.

Key legislation in this period consists of:

- Law No. 119/1948 on Nationalisation

- Constitution of the Romanian People’s Republic (1948)

- Law No. 57/1968 on the Organisation of People's Councils
- Law No. 8/1972 on Water

2.2. 1989-2005: Waves of Fragmentation, Decentralisation, and Commercialisation

In the transition period after 1989, a shift can be seen from centralised control towards
decentralisation and institutional fragmentation, as in the Hungarian example. It is a common
response to the over-centralised models created by Soviet-type regimes. During this period, the
new constitutional and legal framework reintroduced local autonomy and transferred
responsibilities back to municipalities in order to address the problems left by the centralised
system. The public services, including water, began to be reorganised along more commercial
lines, opening up to the market. In this phase, the coexistence of multiple local operators was
common, with diverse management models and contractual arrangements regarding the water
services. While initially it increased flexibility, it also led to coordination problems, uneven
service quality and quantity, and limited investment capacity in the water sector.

The important legal sources for this period are:

- Constitution of Romania (1991)

- Law No. 215/2001 on Local Public Administration

- Law No. 213/1998 on Public Property

- Law No. 326/2001 on Public Utility Services

- Legacy concession contracts, such as those in Bucharest and Ploiesti.?®

2.3. 2006—Present: The Wave of EU-Driven Regionalisation and Consolidation

In the most recent phase, we can see a strong influence of European Union law and funding
mechanisms, divergent from the Hungarian example. The legal framework shifted towards
regionalisation to overcome fragmentation and also improve efficiency through it. Water

services in this period were reorganised into regional operators, supported by external financing

289 Concession contracts concluded between the Municipality of Bucharest and Apa Nova Bucuresti S.A. (2000),
and between the Municipality of Ploiesti and Apa Nova Ploiesti S.R.L. (2004).
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and guided by EU requirements, particularly in relation to environmental standards and cost
recovery, a predicament to access these funds. Thus, on paper, the system became more
structured, with clearer regulatory oversight and defined institutional roles.

However, this phase in practice brought new challenges in balancing financial
sustainability, coordination, and accountability across different levels of water service
governance.

- Law No. 107/1996 on Water

- Law No. 51/2006 on Community Public Utility Services

- Law No. 241/2006 on Water Supply and Sewerage Services

- Government Emergency Ordinance No. 198/2005 on the establishment, organisation

and functioning of community public utility services
- Government Decision No. 855/2008 approving the Strategy for the Development of
Community Public Utility Services

- ANRSC (Autoritatea Nationald de Reglementare pentru Serviciile Comunitare de
Utilitati Publice) regulatory framework

- Subsequent amendments to Law No. 241/2006 and Law No. 51/2006

2.4. The Evolution of Legal Framework and Ownership in Romania

Dominant Role of the Governance
Period Wave . Private Key Characteristics .
Ownership Model Logic
Sector

- Full state ownership -
1948- || Integration (Socialist || State Ownership None No separation of Centralised,
1989 Model) Model functions - Central hierarchical

planning

- Assets transferred to

Fragmentation, - . . municipalities - Fragmented,
1989 S Municipal Ownership|| Significant .
2005 Decentralisation, and + Mixed Models (expanding) Concessions and leases weak
Commercialisation p & introduced - Entry of || coordination
foreign operators
Public Limited | retained - Regioms

EU-Driven (Municipal/Inter- . & Coordinated,

2007- . o S (residual / || operators created - EU

Regionalisation and Municipal) . . . EU-
Present S L legacy funding conditionality -|| .
Consolidation Ownership with . influenced
Regional Operators contracts) Strong regulation
(ANRSC)

Table 2. The Evolution of Legal Framework and Ownership in Romania

The history of the regulation in Romania of the water supply and sewerage service as part of
public services begins in 1938, when the legislature at that time understood the need to regulate

public services and approved Law No. 129/1938 on the organisation and functioning of
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municipal enterprises.?’® The legal framework was modified in 1981 through the adoption of
Law No. 4/1981 on municipal services, which established that municipal services, including
water supply and sewerage services, are public services of local interest and fall under the

competence and responsibility of local authorities.
2.4.1. 1948—1989: The Wave of Integration

With the establishment of the planned economy, the regime of water resources in Romania was
fundamentally modified.?’! The 1948 Constitution?*? provided in Article 6:
“The riches of any kind of the subsoil, mineral deposits, forests, waters, sources of natural
energy, means of communication by rail, road, water and air, the post, telegraph, telephone

and radio belong to the State, as common goods of the people.”

The planned economy changed the terminology on public property, as this term was
substituted for the common goods of the people for water resources and other natural resources.
The post, telephone, and radio were also included among natural resources, without any
explanation or evident rationale.

293 state ownership was widened as

In 1965, with the adoption of the new Constitution,
Article 7 stated that water resources, together with other natural resources, belonged to the
whole people. Here, the Romanian State was named as the sole owner.

The legislation on the use and extraction of water was also widened to reflect the new
constitution.

The most important aspect of this period was the Water Management Law,?** which
underwent several amendments over time to keep up with the needs of the regime. The law

covered all waters: (a) surface waters: natural and artificial watercourses, natural and artificial

lakes, ponds; (b) underground waters, phreatic and deep waters, including springs; and (c)

20 Autoritatea Nationald de Reglementare pentru Serviciile Comunitare de Utilitati Publice (ANRSC) [National
Regulatory Authority for Community Public Utility Services] (2021) Raport privind analiza cadrului de
reglementare economica [Report on the Analysis of the Economic Regulatory Framework].

21 Academia Romana [Romanian Academy] (ed.) (2019) Economia Romdniei dupi Marea Unire [The Romanian
Economy after the Great Union]. Vol. 11, pp. 106—126.

292 Romania (1948) Constitutia Republicii Populare Romdne [Constitution of the Romanian People’s Republic].
293 Romania (1965) Constitutia Republicii Socialiste Romdnia [Constitution of the Socialist Republic of
Romania].

294 Romania (1972) Legea nr. 5/1972 privind gospoddrirea apelor [Law No. 5/1972 on Water Management].

70



inland maritime waters and the territorial sea.?”> Under the law, no water management works
could be carried out without permits issued by the competent authorities.?*®

From a legislative point of view, supplying water to the population was the priority,
trouncing over other uses, like agriculture or industry, as the population takes precedence.?”’
As “[g]roundwater, including springs, is primarily intended for the drinking water supply of
the population and may not be used for other purposes unless the water supply needs of the
population are not affected, with the exception of firefighting.”>*®

In practice, this priority was unevenly implemented, particularly in rural areas, where the
industrial and agricultural uses needed to be prioritised to achieve the quota as the regime asked
for. Drinking water demand was larger in the populated cities and towns, as the agricultural
workers were transformed into the working class and drawn in by new housing projects.

The rural population had faced difficulties due to the agricultural pressure for water, as
large parts of the rural areas were not connected to the pipes. The need to access drinking water
was a problem for urban and rural areas, with the latter being more affected. Moreover, the
sewerage situation was extremely poor, as domestic wastewater was directly discharged into

water bodies, causing imminent problems for the people and agriculture. Thus, infrastructure

was needed, and the construction began.

Drinking of which
Network
Localities of which of which Urban || Rural Water for
Year Length
—Total || Cities/Towns (km) Cities/Towns | (%) (%) Distributed Domestic
m
(thousand m?3) Use
1950 101 88 3,700 3,638 98.32%|| 1.68% 113,245 47,860
1960 172 125 5,162 4,920 95.31%|| 4.69% 263,724 92,610
1970 309 195 9,244 8,631 93.37%|| 6.63% 806,924 284,419
1980| 1,541 233 19,060 13,348 70.03%1|29.97% 1,930,611 754,665
1989| 2,301 260 27,795 18,178 65.40%/34.60% 2,723,812 1,205,779

Table 3. Drinking Water Supply in Romania (1950—-1989)*%°

295 Romania, Law No. 5/1972, Art. 2.

2% Academia Romana (2019), pp. 106-126.

297 Romania, Law No. 5/1972, Art. 34.

298 Academia Romani (2019), pp. 106-126.

2% Table based on Academia Roméni (2019); Romanian National Institute of Statistics, Statistical Yearbooks
(1960-1990).
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The development of the Romanian water sector during the socialist period brought a
significant expansion of the public water infrastructure. As Table 3 shows, the number of
localities served by public water supply systems increased from only 101 in 1950 to 2,301 by
1989. In parallel, the length of the distribution network grew from around 3,700 km to 27,795
km. An important part of this development was the gradual expansion of the infrastructure
outside the urban areas. In 1950, 98.32% of the network was still located in cities and towns,
while only 1.68% was in rural areas. By 1989, this changed considerably, with the urban share
decreasing to 65.40% and the rural share reaching 34.60%.

The biggest territorial expansion can be seen after 1970. The number of localities served
increased from 309 in 1970 to 1,541 in 1980, and further to 2,301 by 1989. The amount of
drinking water distributed also increased significantly during this period, from around 113.2
million m? in 1950 to 2.72 billion m? in 1989. A similar increase can be seen in water distributed
for domestic use, which grew from approximately 47.9 million m? to 1.21 billion m>.

Therefore, the socialist period in Romania was not only a period of strong centralisation
of the water sector, but also one of considerable infrastructure development. The system
gradually moved from an almost exclusively urban network towards one which had an
increasingly important presence in rural areas as well. Still, the difference between urban and
rural areas remained significant by the end of the period. The expansion of the network

therefore did not necessarily mean that access to water
2.4.1.1. Governance Logic And Planning

The law contained provisions for all uses of water: industry, agriculture, water supply, receiving
bodies for polluted water, flood prevention, alluding to a progressive character, although its
implementation in practice was deficient in the field of pollution prevention.

A hierarchy of importance was also legislated: rapid industrial development, the
modernisation of agriculture, the increase in the level of urbanisation, water pollution, and,
lastly, the prevention of damage caused by floods.’®® Water was viewed exclusively as a
resource to be exploited,*®! with limited concern for sustainable management, the reduction of
water consumption, or the prevention of pollution. We will find examples of the opposite,

below, but fewer.

300 Romania (1972) Expunere de motive la Legea nr. 5/1972 privind gospoddrirea apelor [Explanatory
Memorandum to Law No. 5/1972 on Water Management].
301 Academia Roméni (2019), pp. 106-126.
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Between 1974 and 1990, national water management programmes were developed for the
medium and long term, which further underline, in some ways, a flawed but nevertheless
progressive direction.>*?

2.4.1.2. Local Illustrations From The Socialist Period

The following excerpts show how water services actually functioned during the socialist
period. Instead of a smooth picture of progress, they point to uneven performance and technical
limits.

Early sources indicate that the water supply was subject to disruptions and reactive
planning. In 1948, for instance, the population of lasi “suffered from water shortages” when
the Timisesti pipeline malfunctioned, prompting authorities to “increase the capacity... by an
additional 200 m?/day” and to construct new facilities.>® By 1956, infrastructure projects were
expected to meet multiple, and often competing, requirements, including “water quality, flow
volume. .. relatively short execution time, and minimal costs”.3%

By the end of the 1950s, internal administrative records were showing more systemic
challenges. Although water supply installations formally existed in several localities, their
functioning was often limited by “the age of the infrastructure” and “insufficient flow”,
resulting in inadequate service provision.>%° In Targu Mures, the system had reached its limits,
as “the capacity of the water plant has been reached”, leading to pressure drops and situations
where “taps no longer function”.?? In Reghin, the lack of potable water sources forced the
population to rely on river water, with “cases of typhoid... more frequent”, while the existing
network covered only a small portion of the city.*’ In other localities, such as Targu Secuiesc,
“there is no drinking water supply system”, and in Sfantu Gheorghe, the infrastructure, “dating
from 1900”, had become insufficient both in capacity and coverage.>*

Public discourse revealed that water governance extended beyond infrastructure, as official

messaging combined promises of expansion, such as “3,500 km of new distribution networks”,

302 Romania (1974) Water Law No. 8/1974; Romania (1976) Law No. 1/1976; Romania (1989) Law No. 5/1989.
303 “Increase in Water Flow from Ciric and Sapte Oameni” (translated from Romanian: ,,Sporirea debitului de apad
de la Ciric si Sapte Oameni”), Opinia, regional daily newspaper, 29 July 1948, reporting on early post-
nationalisation efforts to expand urban water supply infrastructure in lasi and surrounding areas, reflecting the
broader shift towards centralised management of water resources in the early socialist period.

304 Peju, N., Ostap, C., Simionescu, D. (2023) Lungul drum al apei pentru lasi. 2nd edn. lasi: Asachiana (author’s
translation).

305 Romanian Communist Party, Mures County Committee (1959) Records of the bureau meetings of the regional
party committee concerning the economic and social development of the Hungarian Autonomous Region (1959—
1975), Fund no. 3, File no. 226, 29 August 1959, 254 folios, p. 54 (author’s translation).

306 Romanian Communist Party, Mures County Committee (1959), p. 54 (author’s translation).

307 Romanian Communist Party, Mures County Committee (1959), p. 138 (author’s translation).

308 Romanian Communist Party, Mures County Committee (1959), p. 138 (author’s translation).
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with explicit concern over “excessive consumption” and system losses.’® Citizens were
directly addressed as participants in maintaining the system, with the call to use water
rationally, “S-o folosim chibzuit, sa n-o risipim!” [Let us use it wisely, not waste it!], and to
fulfil their “datoria... In privinta intretinerii instalatiilor” [duty... regarding the maintenance of
installations] (see Annex 4).

These examples show that, despite ongoing efforts to expand infrastructure, water services
operated under persistent structural limitations. Service provision remained uneven, and
improvements often took the form of reactive, localised interventions rather than systemic
solutions. Reducing losses and moderating consumption indicate that governance relied not
only on technical expansion, but also on shaping user behaviour. This dual approach shows that
service performance was shaped less by formal structures and more by the limits of their

governance in practice.

2.4.2. 1989-2005: Waves of Fragmentation, Decentralisation, and Commercialisation

After 1989, the legal framework governing water services was progressively reformed from a
planned economy to a market-oriented system, to reflect the new constitutional and
administrative order. Public utility services, including water supply and sewerage services,
were once again placed under public law, more precisely administrative law, abandoning the
concept of “common goods of the people”.>! In 2001, the regulatory framework was improved,
detailed, and amended. The new constitutional system,*!! coupled with the new Law on local
public administration No. 215/2001,*'> and Government Ordinance No. 32/2002°'* on the
organisation and functioning of public water supply and sewerage services, served as the

benchmark for water services.

399 Scinteia (1976) ‘Mai multd griji pentru apa potabild’ [More Care for Drinking Water], 24 September, p. 2
(author’s translation).

310 ANRSC (2021), Raport privind analiza cadrului de reglementare economicd in domeniul de apd §i apd uzatd
in statele membre UE [Report on the Analysis of the Economic Regulatory Framework in the Water and
Wastewater Sector in EU Member States].

311 Romania (1991) Constitution of Romania (as amended).

312 Romania (2001) Legea nr. 326/2001 privind serviciile publice de gospoddrie comunald [Law No. 326/2001 on
Public Municipal Services].

313 Romania (2002) Ordonanta Guvernului nr. 32/2002 privind organizarea si functionarea serviciilor publice de
alimentare cu apa si de canalizare [Government Ordinance No. 32/2002 on the Organisation and Operation of
Public Water Supply and Sewerage Services], approved by Law No. 634/2002.
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The Constitution of Romania, on the basis of water resources, is as follows:

“1. Property may be public or private. 2. The law guarantees and protects public property
that belongs to the State or territorial-administrative units. 3. The mineral resources that
are of public interest... water resources that can be used for power production in the public
interest, beaches, the territorial sea, the natural resources of the economic zone and the
continental shelf, as well as other assets defined by law constitute exclusive public
property. 4. Public property is non-transferable. Under the terms of the organic law, public
property can be managed by autonomous entities, public institutions, or licensed or leased;

it can also be transferred to public utility institutions for free use.”>!*

Law No. 326/2001 was the foundation of the public utility services in Romania. This
defined the responsibilities of central and local public administration, as it included the
regulation, organisation, management, and control of public services.

Responsibilities were divided, as the Government had power in overall state policy in the
field of municipal services through the initiation and adoption of legislation, while local public
authorities were assigned competencies concerning the establishment, organisation, and
operation of public services.>!

Law No. 326/2001 established the National Regulatory Authority for Public Utility
Services (Hereinafter: ANRSC ), acting as the regulator of municipal public services in
Romania. The ANRSC was coordinated by the Prime Minister and financed from its own
revenues.>!®

ANRSC acquired competences regarding (i) the licensing and authorisation of operators,
(i1) the approval of prices and tariffs for public services, and (ii1) the monitoring and control of
operators.

After this, Government Emergency Ordinance No. 32/2002 was adopted, establishing, on
the one hand, the relationships between central/local public authorities and service operators,
and, on the other hand, the relationships between operators and users.>!’

In 2002, several key instruments were approved, including the procedure for setting,

adjusting, and modifying tariffs, the framework regulation for the organisation and operation

314 Romania (1991) Constitutia Romdniei, Art. 136.

315 ANRSC (2021).

316 ANRSC (2021).

317 Romania, Government Ordinance No. 32/2002 on the Organisation and Operation of Public Water Supply and
Sewerage Services.
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of water supply and sewerage services, and the service provision contract.>'® In 2003, this
framework was complemented by the procedure for delegation, the model delegation contract,
and the framework specifications for the delegation of service management.3!” However, as
noted in the literature, “this organic dimension will be greatly reduced when the state ...
delegates to some individuals the provision of certain activities that it fails to carry out on its
own.”??° This can be understood as meaning that delegation alters not only the provider, but

the very character of the public function itself.

2.4.3. 2007—Present: The Wave of EU-Driven Regionalisation and Consolidation

With the initiation of Romania’s accession process to the European Union and in order to
harmonise Romanian legislation with the EU regulatory framework, public utility services in
Romania had to be brought up to speed. As the revolution concluded, Romania inherited a
state-run, centralised water service system. A rush to modernise the country led to an initial
openness to privatisation, to attract foreign investors.>?! These schemes attracted multinational
companies, and they started to invest. This meant some areas were experiencing growth in
infrastructure and efficiency, while others had to deal with rising costs and service delivery
delays.*?? With the possibility of accession to the EU, the private-public ownership debate
gained traction and public interest was pinned against private profit once again. Romania’s
privatisation process was characterised by several regulatory approaches. In some cases,
contracts included clauses allowing the return of services to public control if performance
standards were not met. This flexibility aimed to protect access to water while allowing private
sector involvement. Moreover, privatisation generated public debate, with critics arguing that
water, as a fundamental human right, should not be subject to market mechanisms or profit-
oriented models.

The privatisation of the water service in Romania produced uneven results across the

regions. While some cities recorded improvements in infrastructure and efficiency under

318 Romania, ANRSC (2002) Procedure for the Setting, Adjustment and Modification of Prices and Tariffs for
Public Municipal Services; Romania, ANRSC (2002) Framework Regulation for Water Supply and Sewerage
Services; Romania, ANRSC (2002) Service Provision Contract.

319 Romania (2003) Procedure for the Delegation of Management of Water Supply and Sewerage Services; Model
Contract for Delegation (2003); Framework Specifications (2003).

320 Andrei, A.C. and Papuc, L.E. (2018) ‘Evolution of public utility services over the last 20 years in Romania’,
SEA — Practical Application of Science, 6(17), pp. 171-175, at p. 172.

321 Brouthers, L., Vaduva, S., Tiron Tudor, A. and Burtic, D. (2023) ‘The transformation of the Romanian economy
through privatisation and internationalization’, Journal of East European Management Studies, 28, pp. 265-292.
322 Brouthers et al. (2023).
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privatised models, smaller municipalities often faced higher tariffs and weaker accountability,
prompting reconsideration or reversal of privatisation agreements.

The current regulatory framework was adopted, represented by Law No. 51/2006, together
with a new set of normative acts for each public service, namely Law No. 241/2006 on water
supply and sewerage services. Law No. 241/2006,32* the special law governing water supply

and sewerage services establishes the main components of the regulatory framework, namely:

o defining the specific terms of water and sewerage systems

o establishing the principles of organisation and operation of services

o establishing the need for performance indicators

o the status and role of public authorities and their competences

o the forms of service management

e categories of users

o rights and obligations of operators

o rights and obligations of users

o financing of services

o alternative smart public services for the treatment of urban wastewater

o liabilities and sanctions

The regulation of water supply and sewerage services is complemented by the general

framework established by Law No. 51/2006, concerning:

o ownership of assets

e public service obligations

e categories and requirements for water operators
e licensing

e service provision (contracting, billing, etc.)

The role of the water underwent some changes in the meantime. Law No. 51/2006 on

community public utility services prescribed that water is no longer considered a good

323 Academia Roméni (2019), pp. 106-126.
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belonging to the whole people, but a natural resource forming part of the public domain of the
state.?*

The ownership of water supply and sewerage systems belongs to administrative-territorial units
in most cases, as public property. However, there are assets that belong to the private property
of administrative-territorial units or operators.

Moreover, Law No. 107/1996°?° was amended and supplemented several times in order to
harmonise with the EU law. Until 2007, when Romania became a member of the EU, all
European water legislation was transposed.

Through the transposition of the EU water acquis, a massive institutional and legislative
modernisation took place, which was unprecedented before. The impact of the EU law is still
undeniable in the legal field in Romania. EU requirements introduced higher standards of
environmental protection and increased transparency in public procurement. These
developments encouraged the use of public-private partnerships (PPPs) as a middle ground
between full privatisation and state provision. PPPs allow for private investment and expertise,
while maintaining public control over regulation.’?® However, without public regulatory
oversight, it tends to face the same problems as both purely public and purely private models.
Moreover, the legal discourse highlights that private participation must remain balanced with

the need to protect water as a public resource.*’

2.4.3.1. Regionalisation

But what is regionalisation?

Regionalisation in water supply and wastewater services refers to the integration of
multiple local systems into a single regional operator. This operator brings together the
technological, operational, and managerial components of previously separate services.>*® The
main objective of this process is to improve performance and service quality by leveraging
shared resources and infrastructure. In practice, regionalisation means concentrating and
coordinating services across several administrative-territorial units within a defined

geographical area, often based on river basins or administrative boundaries. As a general

324 Romania (2006) Legea nr. 51/2006 a serviciilor comunitare de utilitati publice [Law No. 51/2006 on
Community Public Utility Services], Art. 2(j) and (1).

325 Romania (1996) Legea apelor nr. 107/1996 [Water Law No. 107/1996], Art. 1.

326 European Commission (2007) Impact of EU Accession on National Water Policies: The Romanian Experience
Revisited.

327 Romanian Ministry of Water (2018) Current trends in water service regulation; Romanian Ministry of Water
(2019) National policy papers: Future directions in Romanian water management reform.

328 Frone, S. (2008) ‘Factors and challenges of regionalization in the water and wastewater sector’, Romanian
Journal of Economics, 27(2), pp. 185-186.
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approach, regional systems are designed to serve a sufficiently large population, typically
covering at least 100,000 population equivalents and including as many urban agglomerations
as possible within a county or basin.*?’ Public authorities, to achieve integrated water resource
management, improve efficiency, address environmental concerns, and ensure compliance
with the requirements of Directive 2000/60/EC, use this method.

However, regionalisation and formal compliance with EU water requirements do not
exhaust the question of resilience. Scientific evidence from Romania shows that water
governance must also address emerging pollutants that are not always covered by conventional
monitoring. Szekeres, in her research, detected antibiotic residues, antibiotic resistance genes,
mobile genetic elements, and microbial contaminants in groundwater environments around
Cluj-Napoca, including in sites situated outside the immediate urban area.*** In a related study
on hospital wastewater effluents from Cluj County, the authors found similar types of
contamination in both untreated and treated wastewater and showed that conventional
treatment, based on activated sludge and chlorine disinfection, had only moderate removal
efficiency for the studied pollutants.**! Although antibiotic concentrations decreased by 55—
80% and antibiotic resistance gene concentrations decreased by one to three orders of
magnitude, certain potentially pathogenic bacteria increased, and even treated effluents could
still contribute to the spread of emerging contaminants. In this sense, resilience should be
understood not only as the continuity of service provision, but also as the legal and institutional
capacity to recognise, monitor, and respond to new forms of environmental and public-health

risk.

2.4.3.2. Water Management in Romania

The water services sector in Romania has undergone a process of regionalisation, aimed at
addressing the high level of fragmentation and improving efficiency.*** Historically, the sector
was characterised by a large number of small, local providers, which limited capacity and led

to uneven service quality.

32 Frone (2008), p. 186.

330 Szekeres, E. et al. (2018) ‘Investigating antibiotics, antibiotic resistance genes, and microbial contaminants in
groundwater in relation to the proximity of urban areas’, Environmental Pollution, 236, pp. 734-744.

31 Szekeres, E. et al. (2017) ‘Abundance of antibiotics, antibiotic resistance genes and bacterial community
composition in wastewater effluents from different Romanian hospitals’, Environmental Pollution, 225, pp. 304—
315.

332 Frone, D.F. and Frone, S. (2019) ‘Regionalization increasing access to water supply and sanitation in rural
Romania’, Scientific Papers Series Management, Economic Engineering in Agriculture and Rural Development,
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Regionalisation in Romania sought to reduce this fragmentation by reducing the number
of operators and ensuring more consistent, reliable service provision across regions. At the
institutional level, this process involved reorganising existing municipal services by integrating
their operations across several administrative-territorial units within a defined geographical
area, often based on river basins or administrative boundaries.?*

The objective was to create a limited number of large operators by merging local utilities
into Regional Operating Companies (ROCs). These entities operate as public service providers
within Intermunicipal Development Associations, composed of local authorities, including

municipalities and local communities.**

The process of regionalisation has led to the establishment of 43 Regional Operators.**
These are organised as public commercial companies owned by local authorities. To implement
regionalisation, municipalities form inter-municipal development associations and delegate
water supply and wastewater services to these regional operators.

Moreover, some large urban areas have followed a different approach. In Bucharest and
Ploiesti, covering approximately 9% of the population, water services are delegated to private
operators with mixed capital.>*® In these cases, subsidiaries of the Véolia group operate under
long-term contracts of approximately 25 years.**’ But we have to highlight that these are legacy
contracts, closed before the accession to the EU. So, it means it sets up a financial system that
helps maintain and prolong the durability of water services. The differentiation in recovery
mechanisms based on the funding source (own or public funds) reflects a resilient funding
approach. When we decide on the amount to charge, we consider the value of publicly owned
assets and whether people can afford them. This shows our dedication to ensuring the
community can economically and socially withstand challenges.

Water supply and sewerage services can be managed either directly or through delegation,
depending on the decision of local public authorities.>*8

In the case of direct management, local authorities assume full responsibility for the

organisation, operation, and maintenance of the service.>** This form of management is carried

333 Onillon, A. and Fribourg-Blanc, B. (2023) Economic Models for Water Management and Pricing in Europe:
The Case of Romania. Paris: OiEau — Office International de I’Eau, p. 9.

334 Onillon and Fribourg-Blanc (2023), pp. 3—4.

335 Autoritatea Nationald de Reglementare pentru Serviciile Comunitare de Utilititi Publice (ANRSC) (2023a)
Raport ANRSC [ANRSC Report].

336 ANRSC (2023a).

337 Onillon and Fribourg-Blanc (2023), pp. 3-4.

338 Romania (2006) Law No. 241, §18.

339 Romania (2006) Law No. 241, §19.
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out through public operators, which act based on a decision of the local authority and a licence
issued by the ANRSC

Under delegated management, local authorities or inter-community development
associations transfer the operation of the service to one or more operators, based on a delegation
contract concluded in accordance with Law No. 51/2006.3*° The operator is responsible for the
operation of the infrastructure and must hold a licence issued by the ANRSC, while the contract
is approved by the competent deliberative authorities.

A central element of delegated management is the allocation of responsibilities between
the authority and the operator, particularly in relation to investments. The contract must
regulate the full lifecycle of investments, including financing and implementation, as well as
the recovery of costs, depending on the source of funding.

Based on national reports, water services in Romania face several challenges, including
lower access rates compared to other European countries, significant rural and urban access
and quality of water, and uneven service quality, particularly among smaller operators,
impacting already vulnerable areas of the country. The reliability of the sourced data is
problematic, most commonly in smaller localities with high water losses.**!

The World Bank also highlights that Romania is likely to be among the most affected
countries in the Danube basin by climate change, signalling a need for a more resilient water
sector.>*? Although reforms such as commercialisation and regionalisation have progressed in
Romania, the process is still incomplete, and access to safe, quality and sufficient quantities of
water is still not achieved. As late as 2020, only 72.4% of Romania’s population had access to
public water supply and sanitation, with coverage dropping to around 35% in rural areas, where
many communities still rely on unmonitored groundwater sources such as wells, springs, and
cave waters for drinking water.>*> The disparity between the Roma and non-Roma populations

in accessing safe water services is also unavoidable in the country.>*

2.5. The example of Concession in Bucharest

Article 2 of Law No. 51/2006 defines the operator/regional operator of the water supply and

sewage service, under subpoints g) and h). The operator may be a public or private legal entity,

340 Romania (2006) Law No. 241, §20.

341 Autoritatea Nationald de Reglementare pentru Serviciile Comunitare de Utilitdti Publice (ANRSC) (2023b)
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344 Szekeres et al. (2023).

81



with public, private, or mixed capital, registered in Romania, another EU Member State, or a
third country.

The concession model represents a specific form of delegated management, where the
operation of water supply and sewerage services is transferred to an operator under a
contractual framework, while ownership of the infrastructure remains public. In Bucharest, the

case of concession is still relevant to be examined. As provided,

“The management of the water supply and sewerage service in the Municipality of
Bucharest is delegated to Apa Nova Bucuresti S.A., on the basis of General Council

Decision No. 85/2000 and Concession Contract No. 1329 of 29 March 2000”.34

Here, public ownership is preserved, while operational responsibilities are transferred to a

private operator, creating a hybrid model. The legal framework clearly distinguishes between

the

“Public domain — the totality of movable and immovable assets acquired according to the
law, which are in the public ownership of administrative-territorial units and which, by law
or by their nature, are intended for public use or local public interest, as declared by a

decision of the General Council of the Municipality of Bucharest.”3*®

And the

“Operator — a legal entity holding a licence that authorises it, in accordance with the
applicable regulations, to provide the public water supply and sewerage service, and which
administers and operates the related public utility systems. In the Municipality of

Bucharest, the operator is Apa Nova Bucuresti S.A. (ANB).”*7

The concession contract establishes a detailed system of obligations for the operator.

345 Consiliul General al Municipiului Bucuresti [General Council of the Municipality of Bucharest] (2015)
Regulamentul serviciului public de alimentare cu apa si de canalizare [Regulation of the Public Water Supply and
Sewerage Service], HCGMB No. 82/2015, p. 11.
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“The operator must ensure the continuous functioning of the public drinking water supply
and sewerage system, as well as the industrial water supply system, in accordance with the
provisions of the Concession Contract. For this purpose, the operator is obliged to carry
out the necessary works for the maintenance, repair, renewal, modernisation, and
development of the public water supply and sewerage system, in accordance with the

provisions of the Concession Contract.”**

In addition, the operator must comply with predefined service levels, including monitoring
procedures, performance indicators, and corrective measures. Moreover, access to the service

remains framed as a guaranteed right:

“The right of non-discriminatory access to and use of the service is guaranteed to all users,
under the contractual conditions and in compliance with the provisions of the service
regulation and the programmes for the rehabilitation, expansion, and modernisation of

water supply and sewerage systems.”**

This highlights that, despite private operation, access is still regulated as a public service
obligation.
Finally, the concession's financial structure is based on metering and cost-recovery

mechanisms.

V. Governance
1. General Introduction to EU Water Governance

Water services formally remain within the competence of the Member States. Yet this formal
allocation of powers does not reflect the actual influence of European intervention in the sector.
With the growing importance of water, the EU also widened its scope, constructing a legal and
policy framework governing water quality, environmental protection, pricing principles, state
aid, and, more recently, macro-economic coordination.*>

Water, therefore, sits in a constitutional grey zone, because it is nationally organised, yet

increasingly Europeanised. Governance arrangements are understood as the result of a dialogue

348 Consiliul General al Municipiului Bucuresti (2015), p. 18.
34 Consiliul General al Municipiului Bucuresti (2015), p. 15.
330 Gasseau, G. (2023) ‘The political economy of water services in the EU’ (conference paper, Naples).
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between institutional structures and socio-political agency.**! Economic imperatives, political
conflicts, and social movements shape this field while simultaneously restructuring it.*>?

In March 2023, the United Nations convened a global water conference, refocusing
attention on water as a systemic issue. Within the EU, the European Economic and Social
Committee launched discussions on a proposed “EU Blue Deal,” as water is becoming an asset
for countries.®>® These further highlight the idea that access to water will emerge as the most
important problem to solve. Water governance in Europe had an interesting evolution in the
EU.

European water legislation emerged in the 1970s and 1980s, primarily as environmental
regulation. Early directives focused on water quality standards, pollution control and the
protection of raw water sources.>>* The objective was ecological improvement rather than
service organisation. Affordability or universal access was not a central problem yet, thus these
remained within Member State competence.

From an economic perspective, however, even these early measures had structural
implications. By introducing harmonised water quality standards across the Union, EU law
reduced the role of environmental conditions as a factor of competition. In this sense,
environmental regulation had a “de-commodifying” effect, as minimum standards were
removed from market logic and placed under collective political control.>*

The environmental phase of EU water governance thus laid the groundwork for later
developments. In the beginning, it was limited to ecological objectives; later, it created
common regulatory baselines and institutional mechanisms that would eventually support

broader integration in the sector.

2. What Is Water Governance?

The notion that “the water crisis is a governance crisis”, prominently articulated by the OECD
more than a decade ago, has since become a recurring theme in global discourse. The 2023

report of the Global Commission on the Economics of Water further reinforced this narrative.*>
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Yet the term “governance” is often used without its conceptual precision.*’

In natural sciences, water governance starts from the recognition that the management of
water goes beyond technical infrastructure and engineering solutions. From the perspective of
political economy, it reflects a move away from hierarchical government towards coordination
across different levels and between different actors.

At its core, water governance is about the allocation of decision-making authority. It raises
some basic questions: Who decides? Through which procedures? And based on what
principles? These questions concern how water resources and services are used, distributed and
financed, but also who has the authority to make these decisions.

Such decisions are also inherently economic, as we look at the pricing, investment, cost
recovery and different ownership models are therefore not simply technical details of water
service provision. They represent political and economic choices, with consequences for how
the system operates and who ultimately carries its costs.

The distinction often drawn between “government” and “governance” signals the shift
from centralised state authority to a more fragmented one, involving local, national and
supranational levels, as well as public and private actors. Decision-making is increasingly
divided between local, national and supranational levels, while both public and private actors
can have a role in the process. However, governance should not be understood only as an
institutional arrangement. It also shows how power is distributed and exercised within the
system. As Gasseau argues, water governance is “dynamic rather than static, political rather
than technical and contested rather than consensual”.3*8
Seen from this perspective, EU water governance cannot be reduced to a collection of

directives.®® Rather, these directives operate within a broader governance system.

3. Problem for the Future Generation and Us

Water scarcity is often presented as a direct consequence of climate change; however, it is

deeply shaped by governance choices. Scarcity is not only about how much water exists, but

about how water is allocated, protected and priced.*

357 Distefano, T. (2021) Water resources and economic processes. London: Routledge.
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Decisions regarding infrastructure, abstraction permits, pollution control, tariffs and
investment determine who has access to water and under what conditions. In this sense, scarcity
is also the outcome of political and economic decisions.*¢!

In the debate on privatisation, this point can be even more strongly emphasised, because
private participation in water services is often presented as a solution to scarcity. The argument
is that market incentives improve efficiency and attract investment, yet critics argue that profit-
oriented management may neglect affordability and environmental protection. Whether
privatisation works, therefore, depends on the criteria used to evaluate it: efficiency alone, or
also equity and sustainability.

In neoclassical economics, scarcity is the basic condition of economic life. Water is scarce
in the same way as any other resource, and if a problem arises, they are understood as a problem
of allocation. The proposed solution is usually pricing reform: water should reflect its true cost
so that users are incentivised to reduce waste.

Institutional economics also accepts scarcity as a starting point, but focuses on
coordination, yet the problem is not only price signals, but also weak institutions.

Ecological economics places the emphasis on ecological limits, not just the allocation of
water. Pollution, overuse and unsustainable production reduce available resources, and the
response should therefore prioritise conservation and environmental protection.

In feminist economics, scarcity is underlined as an effect on social groups, as in many
contexts, women bear the primary responsibility for household water management and care
work. Reduced access to water increases the workload and vulnerability of women.*%?

Finally, in Marxian political economy, the distribution matters the most, because water
may be scarce for certain groups because it is secured or overused by others, creating unequal
control.>%

This does not deny the physical reality of climate change or hydrological stress; rather, it
shows that scarcity is not neutral and access to water cannot be understood solely through the

lens of physical scarcity of the water. As empirical research*®*

shows, inequalities often can
start not from the lack of resources, but from administrative inaction and the failure of

governance, and how we define the problem shapes the solutions we consider legitimate.
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Member States face tensions between cost recovery, affordability and ecological
protection, and here this problem becomes relevant. Scarcity, therefore, forces difficult choices
for the countries: who pays, who benefits, and who bears the risks.

Water scarcity is thus not only an environmental issue, as it becomes a governance issue,

a financing issue, and ultimately a question of social priorities.

4. Some Ideas About Hungarian Water Governance: Centralised or Multi-Level?

In Hungary, formal water governance operates within a multi-level framework. In practice,
however, this can be described as a strongly centralised system.>¢®

Hydrologically, Hungary is part of the Danube River Basin. For internal planning and
operational purposes, the country is divided into four sub-catchments and twelve sub-basins.>®
Since June 2024, overall responsibility for water policy has lain with the Ministry of Energy.
The Ministry supervises the General Directorate for Water Management.*®’

Despite the appearance of multi-level governance, operational control remains largely
centralised. Twelve Territorial Water Management Directorates carry out water management
tasks at the sub-basin level. These bodies function within hydrological units rather than
administrative county boundaries, and they are supervised by the central General Directorate.
Water permitting powers are exercised by County Government Offices, these are more like
deconcentrated state organs rather than autonomous regional authorities.

Consultative Water Management Councils exist at the sub-catchment and sub-basin levels.
However, their role is advisory. Decision-making authority remains concentrated at the central
level.

Two independent bodies play a relevant oversight role. The Hungarian Energy and Public
Utility Regulatory Authority regulates water supply and sanitation services, including tariffs.
In addition, the Ombudsman for Future Generations within the Office of the Commissioner for
Fundamental Rights monitors environmental and water-related rights. These institutions
compose the regulatory and constitutional control, but they do not change the centralised
structure of water governance.>¢®

Municipalities formally remain responsible for the development and oversight of water

supply and sanitation infrastructure. However, the number of service providers has been

365 OECD (2026) Water governance for climate resilience in Hungary. Paris: OECD Publishing, p. 38; OECD
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reduced over the years through centralisation efforts. Currently, 34 state or municipally owned
operators provide water and sanitation services.
The Hungarian water governance case presents a formally multi-level but substantively

centralised model.

4.1. Ministry of Energy

Since June 2024, the Ministry of Energy (Energiaiigyi Minisztérium, EM) has been the lead
authority responsible for water management and protection in Hungary.

Under the supervision of the Ministry of Energy, the General Directorate for Water
Management®®® (Orszagos Viziigyi Féigazgatosag, Hereinafter:OVF) operates as Hungary’s
central budgetary body for water management. The OVF coordinates flood control, water body
protection and mitigation of water damage. It oversees hydrographic monitoring, operates
integrated data systems and supervises the twelve Territorial Water Management Directorates.
It also contributes to the development of their strategic objectives.>””

The OVF plays a central role in planning and implementing water-related projects and
supports the development of national strategies such as the National Water Strategy.®’! It is
responsible for coordinating the preparation and submission of River Basin Management Plans
under the EU Water Framework Directive.

National Waterworks (Nemzeti Vizmiivek Zrt.),*’?

also under the supervision of the
Ministry of Energy, exercises the government’s ownership rights over state-owned water
supply and sanitation service providers and infrastructure. The 2011 Act on Water Utility
Supply and related legislation provided the legal basis for consolidating the water utility sector,
reducing the number of service providers from approximately 450 to 34 by 2024. Seventeen of
these are majority state-owned, while the remainder are municipally owned.*”® The reforms
were justified by the objectives of achieving economies of scale, addressing municipal financial

constraints, and enabling central coordination.’”* In practice, governance is defined by the

concentration of decision-making power at the central level.
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5. Some Ideas About Water Governance in Romania

Hydrologically, Romania is also part of the Danube River Basin. For water management
purposes, the country is organised into eleven river basin districts, corresponding to the main
hydrographic basins. The water management sector in Romania is transforming into a
regionalised system, a direct response to the fragmented past.>” This led to the creation of 43
Regional Operators.>®

Romania’s financing structure is built on a governance system that is centralised when it
comes to water resources, but in practice it is quite fragmented, across basin administrations,
local authorities, and uneven service provision. Water efficiency also remains relatively low,
with Eurostat data showing Romania below the EU average.®”’

The allocation of powers is set out in Law No. 107/1996, which treats water use as an
exclusive competence of the Government, exercised through the central authority, namely the
Ministry of Environment, Water and Forests. The Ministry sets the general policy and aligns it
with EU and international requirements.

In practice, the main operational actor is Administratia Nationala “Apele Romane”
(ANAR), a public institution with legal personality that manages the national water
infrastructure. The system also includes consultative bodies at the central level and basin
committees, which support decision-making and bring in a form of multi-level participation, at
least formally.?”®

A key element of this governance system is the permitting and authorisation framework
for water-related works. This is managed by ANAR and works as a dual control mechanism:
the water management permit (aviz), which applies at the planning stage, and the water
management authorisation, which applies at the operational stage. Through this system, the
state controls how water is used, coordinates projects within river basins, limits pollution, and
connects technical conditions with economic and management considerations.>”

This governance framework is linked to access and service obligations, as national
strategies focus on improving connection rates to drinking water and sewerage and reducing

inequalities, especially for vulnerable groups. These developments are also driven by EU law,

375 Frone (2019).

376 ANRSC (2023a).

377 Government of Romania (no date) Strategia Nationald pentru Gospoddrirea Apelor 2023-2035 (draft), pp.
14, 19-20; Eurostat (no date) Population connected to public water supply (% of population).

378 Government of Romania (n.d.) Strategia Nationald pentru Gospoddrirea Apelor 2023-2035 (proiect)
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particularly Directive 2020/2184, which introduces risk-based management and includes
access obligations.*%’

From the examination, it is underlined that, while water resources governance is
centralised, service governance remains mixed. The Romanian water sector has undergone
regionalisation, largely driven by EU funding requirements and this led to the creation of
regional operators, but fragmentation persists, with many smaller providers and uneven service
quality.

Access to water and sanitation remains uneven, especially between urban and rural areas,
and legal obligations to connect have had a limited effect in practice.

The regulator focuses on tariffs, investment planning, and performance monitoring, but
outcomes still depend heavily on local capacity and management. Moreover, infrastructure
conditions remain weak, with high losses and low efficiency, which directly affect financing
needs and long-term sustainability.*"!

Overall, the system shows a gap between formal strategies and practical implementation,
where EU-driven objectives are present, but coordination and long-term consistency remain

limited.**

VI. Financing Water Services
1. The Political Economy of Water Financing

Water service provision occupies a very specific place within the market economy. The sector
has high fixed costs connected to the construction and maintenance of water infrastructure,
including pipelines and treatment facilities. These can account for as much as 70-80% of the
total costs of service provision. This creates high barriers to market entry and limits the
possibility of competition, while at the same time making full cost recovery difficult in practice.
The costs of water services are also highly specific to the area where the service is provided.
Geography, available water sources, the condition of the infrastructure and the number of users
can all influence the costs of provision. As a result, costs can be distributed very unevenly
between different regions.*®* This also makes the application of uniform tariffs difficult, as the

same tariff may have to cover very different costs of service provision.
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1.1. Economic Approaches to Water Pricing and Financing

Water financing is often presented as a technical issue. Numbers, tariffs, cost recovery,
investment gaps. But in reality, it is more like deciding how to share a well in a village.

- Who draws first?

- Who pays for maintaining the well?

- Who decides how deep it should be?

- And what happens when the water level drops?

The answers to these questions depend not only on hydrology or accounting, but on how
we understand the economy itself.

Water is essential to life. It sustains ecosystems, enables agriculture, supports industry and
makes everyday social life possible. Yet the way we treat water economically depends on the
assumptions we start from. Different schools of economic thought see water in very different
ways.*% And these differences shape how we design pricing systems, financing models and
regulatory frameworks.

Let us take water pricing as a simple example.

From a neoclassical perspective, water is treated like any other scarce resource. The main
question becomes how to calculate the “right” price based on supply and demand. If water is
scarce, the price should rise, but if there is overuse, the price signals should correct behaviour.
Water scarcity is a given situation, and the market should allocate the resource accordingly.®

From an institutional perspective, the focus shifts. Prices do not simply emerge. They are
set by public authorities, regulators and service providers. Institutions determine who has
access, how costs are calculated and how revenues are redistributed. Here, the question is less
about the “correct” price and more about who has the authority to decide it and under which
rules.

More critical approaches move one step further.

Ecological economics asks whether pricing alone can capture the value of water at all.
Water is part of a finite ecological system. It cannot always be substituted or reproduced. A
purely monetary signal may not reflect long-term environmental limits.

Feminist economics®®® reminds us that water is not only an input in production, but also

central to social reproduction, cooking, cleaning, and caregiving. Pricing systems often ignore
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the unpaid labour, time and burdens associated with water access, which disproportionately
affect women.

A Marxian political economy perspective looks at power.*®” Prices and financing models
are not neutral tools. They are shaped by political choices, social struggles and historical
transformations. Water becomes scarce for some while remaining accessible for others.
Financing arrangements reflect broader patterns of state restructuring and inequality in this
regard.

Political economy, more broadly, insists on connecting economics to history, law,
institutions and social conflict. Water pricing is never just about efficiency, but about

governance, distribution and power.*%®

1.2. Scarcity and finance

Scarcity is often presented as a natural fact, because it is true that climate change, drought and
environmental degradation increasingly affect water availability. Even in Europe, where water
scarcity has traditionally been perceived as less urgent than in other continents, pressure is
growing, and one of the first countries affected will be Romania.*®® But scarcity is not only
physical, but it is also institutional.

Water can be scarce because of over-abstraction, weak regulation, pollution, infrastructure
failures or unequal access.>”® How we define scarcity influences how we respond to it. If
scarcity is treated as a simple market imbalance, the solution becomes pricing. If it is
understood as a governance problem, the solution lies in regulation, coordination and long-
term planning, next to the pricing.

For the financing of water services, this distinction matters because if pricing is seen purely
as a market instrument, tariffs become the primary tool, but if water governance is understood
more broadly, financing must also account for environmental limits, social equity and public
investment responsibilities.

In this sense, the political economy of water financing raises a fundamental question:

Is water a commodity where the price should adjust to scarcity? Or a public good for which

access must be secured even in the face of scarcity?

387 Alessi (2013), pp. 136-158.
388 Alessi (2013), pp. 136-158.
39 European Environment Agency (2021) Water resources across Europe — confironting water stress.
390 Alessi (2013), pp. 136-158.
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The way the European Union and its Member States answer this question shapes tariff

policies, cost recovery rules, and the distribution of financial burdens across society.

1.3. From Privatisation to Financialization

The integration of water services into the logic of the internal market did not occur through a
single legislative act, but through a gradual regulatory shift. As part of the service industries,
water services fall within the scope of EU public procurement law, as it governs wide networks.
The first public procurement directive was adopted in 1990 and subsequently revised in 2004
and 2014, with the stated aim of promoting competition for public contracts.*! Although these
instruments did not mandate privatisation, they altered the regulatory environment by
increasing the likelihood that municipal operators would compete with private parties for the
service provision, opening the field.>*> The effect was not direct liberalisation of ownership,
but the exposure of public utilities to market-based allocation mechanisms. It was a move to
liberalisation, not an open invitation for privatisation.

Similarly, in the Directive 2006/123/EC on services in the internal market (the “Bolkestein
Directive”), water was initially within its scope but was ultimately excluded following strong
political mobilisation, through civil society pressure and social movements.*** This exclusion
did not entirely remove water from the Internal Market Law. Rather, the regulatory focus
shifted from competition within the market to competition for the market, primarily through
procurement and concession procedures.>** Concessions are contractual arrangements in which
a private operator is granted the right to manage and exploit a service, where it has the
possibility to recover costs directly from users rather than receiving fixed remuneration from
the public authority. This model has been particularly relevant in the water sector, notably in
the business strategies of large multinational operators.

Privatisation does not refer exclusively to full transfers of ownership, as occurred in
England and Wales or Chile.?*> It also includes various forms of private sector participation,

such as outsourcing, management contracts and PPPs.3® But this shift did not come easily, as

31 Gasseau (2023).

392 Hall and Lobina (2007).
393 Szab6 (2019), p. 14.

394 Szab6 (2019), p. 14.

35 Gasseau (2023).

39 Bakker (2010).
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historically speaking, public authorities in Europe were primarily responsible for financing and
constructing water infrastructure up until the twentieth century.>®’

The shift to privatisation gained acceptance in the 1970s and 1980s, coinciding with the
rise of neoliberal economic policies, which are important to the finance aspect of water
services. This brought broader structural changes to the industry, including economic crises,
globalisation and the growing influence of financial actors.’®® International financial
institutions promoted private sector participation in water services as part of structural reform
agendas, further highlighting the shift from the classical public apparatus, as private
participation claimed to improve the sector in the long run.**’

However, empirical evidence does not consistently support the claim that private
participation improves efficiency or reduces costs.*”° Moreover, defining efficiency solely in
financial terms cuts out the social and environmental functions of water governance.*"!
Performance assessments cannot be limited to profitability or cost minimisation; they have to
go hand in hand with other social, environmental and governance aspects.

Privatisation has also altered public water management, with the introduction of private-
sector operating principles. This includes the adoption of managerial governance structures,
performance-based pricing mechanisms and profit-oriented benchmarks. This way, the pricing
becomes central, not merely as a tool of environmental governance, but as the primary
mechanism for securing operator revenues. The introduction of entrepreneurial logic into
public utilities reconfigures the public service delivery under market-oriented governance
models. Introducing these aspects can help us understand how our current water service sector
financing logic works, and why some aspects reflect more of a private sector operating
principle.

More recently, the literature has identified a further development: the financialization of
water.**? Financialization refers to the increasing influence of financial actors, institutions and
instruments in developing economic activity. In the water sector, this process affects

infrastructure investment, utilities and water rights.** It includes the creation of water-focused

397 Loftus, A., March, H., Purcell, T.F. (2019) ‘The political economy of water infrastructure’, WIREs Water, 6(1),
e1326.

3% Reis, N., Vargas Magafia, G., Vélez Villegas, S. (2024) ‘Water, finance and financialisation: A review’.

39 Reis, Vargas Magafia and Vélez Villegas (2024).

400 Tobina, E. (2005) ‘Problems with private water concessions: A review of experiences and analysis of
dynamics’, International Journal of Water Resources Development, 21(1), pp. 55-87.

401 Hall and Lobina (2007).

402 Bayliss, K. (2014) ‘The financialization of water’, Review of Radical Political Economics, 46(3), p. 197;
Loftus, A., March, H. (2016) ‘Financialising nature?’, Progress in Human Geography, 40(1), pp. 99-118.
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investment funds, structured financial products and exchange-traded funds linked to water-
related assets.*%*

The launch of tradable water price futures contracts in the United States in 2020 illustrates
this development.*®> What that means is that these contracts allow investors, farmers or
companies to buy and sell agreements based on the future price of water, in the same way as
with commodities like oil or wheat.

Such instruments build upon existing water trading schemes, integrating them into
financial markets. Various forms of financialization, like bonds, securitisation and derivatives,
share a common feature: they transform local water revenues into globally tradable financial
assets. A review of the literature indicates that these processes may intensify inequalities,
particularly where water allocation and pricing mechanisms disproportionately affect
vulnerable communities. %

EU primary law, however, does not mandate privatisation. Article 106(2) TFEU provides
that undertakings entrusted with services of general economic interest (SGEIs) are subject to
competition rules only inasmuch as those rules do not obstruct the performance of their
assigned tasks.*’” Water services may be designated as SGEIs, allowing Member States to add
or negotiate special or exclusive rights and to compensate operators for public service
obligations.**®

Whether this kind of compensation is allowed under State aid rules depends mainly on the
criteria set out by the Court in the Altmark judgment,*” and later clarified through the
Commission’s SGEI framework. If the four Altmark criteria are satisfied, compensation does
not constitute State aid under Article 107(1) TFEU.*'° Where these conditions are not met,
compensation may still be declared compatible with the internal market under Article 106(2)

TFEU or Article 107(3) TFEU, subject to Commission assessment.*!! The 2005 “Monti—
Kroes” package and the 2011 “Almunia” package clarified the conditions under which SGEI

404 Bayliss (2014), p. 205.

405 Moore, M. (2024) ‘Water trading markets’, Geoforum, 150, 103977.

406 Alessi (2013), pp. 136-158.

407 Court of Justice of the European Union, Case C-320/91 Corbeau [1993] ECLI:EU:C:1993:198; Case C-393/92
Gemeente Almelo [1994] ECLLI:EU:C:1994:171; Case C-157/94 Commission v Netherlands [1997]
ECLI:EU:C:1997:499.

408 Alessi (2013), pp. 136-158.

49 Altmark Trans GmbH (Case C-280/00) EU:C:2003:415, paras 87-95.

410 Consolidated version of the Treaty on the Functioning of the European Union, Art. 107 [2016] OJ C202/47,
Altmark Trans GmbH (Case C-280/00) EU:C:2003:415, paras 87-95.

41 Arts. 106 and 107 TFEU [2016] OJ C202/47; European Commission (2012) ‘Communication on the
application of EU State aid rules to compensation granted for the provision of services of general economic
interest’ (2012/C 8/02).

95



compensation is compatible and, in certain cases, without prior notification.*!? So in the end, it
is not about whether the State can support water services or not. It can. The question is more
about how this support is structured and whether it stays within these limits.

13 the Sardinian integrated water service delves into the

To exemplify in the Abbanoa case,
application of these principles. Abbanoa, an in-house provider entrusted with managing the
integrated water supply service in Sardinia, faced persistent financial deficits due to
infrastructure losses, non-payment by users and structural disadvantages linked to geography
and demography.*'* Italy notified the Commission of rescue and restructuring aid. The
Commission classified the measures as State aid but declared them compatible with the internal
market pursuant to Article 107(3)(c) TFEU, because the essential character of the service and
the absence of alternative providers were present.*!” In its reasoning, the Commission referred
to high distribution losses, ageing infrastructure, substantial investment needs and specific
regional disadvantages.*!® Safeguarding the continuity of essential water services is
undisputed.

This legal framework confirms two key points.*!” First, EU law does not prohibit public
financing of water services, even where such financing constitutes State aid. Second, the
assessment does not stop at the economic side, but also considers social and territorial cohesion.
Article 14 TFEU recognises the role of SGEIs in promoting social and territorial cohesion, and
Article 36 of the Charter of Fundamental Rights requires respect for access to such services.

The move from privatisation to financialization cannot be understood as just deregulation,
but as a different governance, a reconfiguration of governance mechanisms. We can observe
that procurement rules and concession models increased exposure to market allocation
procedures; financialization introduced capital market logics; yet the SGEI framework
preserves Member State discretion to guarantee universal and affordable service provision. The
core legal issue is not ownership per se, but the allocation of risk, revenue and public

responsibility within the constraints of EU competition and State aid law.

412 European Commission (2005) ‘Community framework for State aid in the form of public service
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2. EU Macroeconomic Governance and Financial Pressure

EU water policy has developed alongside the Union’s macroeconomic governance framework.
This means that environmental obligations and public budget limits evolved in parallel, and
their interaction has had direct consequences for the financing and governance of water
services.

Viewing the EU Directives from an economic point of view can also strengthen our

understanding in this regard. The Drinking Water Directive,*!8

it established minimum quality
standards that required investment in infrastructure and treatment systems. It was one of the
first EU measures to impose uniform standards with direct financial implications for local
operators.*'” The financial impact became clearer with the Urban Waste Water Directive
(91/271/EEC), which imposed binding requirements on wastewater collection and treatment.
Compliance required substantial capital payment, described as “the largest common
infrastructure project undertaken by the EU in its history”.4%°

These obligations and their scale transformed financing models in the water sector. The
investment burden associated with EU environmental standards changed the economic
structure of water governance.“21

Municipalities frequently lacked the capacity to finance the required infrastructure
independently. Moreover, the Maastricht criteria*** limited how much governments could
borrow, reducing their ability to finance infrastructure directly and pushing them toward
alternative financing models. Greater reliance on private capital and PPPs was needed,
particularly in Central and Eastern European accession states.*?* This influenced water services
indirectly by restructuring public finances.

The introduction of fiscal rules in 1992 encouraged the corporatisation of state-owned
enterprises, and, parallel to this, increased private sector participation as a means of reducing
public debt.*** So in practice, financing infrastructure started to depend on whether

macroeconomic criteria were met. The broader trajectory of EU governance was associated

with the commodification of water services.**>
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This was prominent when the Eurozone crisis hit. In Greece and Portugal, the sale of state-
owned enterprises, including water operators, formed part of the conditionalities attached to
bailout agreements.**¢ Ireland didn’t introduce water charges just as a policy choice. To get that
help, it had to agree to certain conditions set by the European Commission, European Central Bank,
and International Monetary Fund (the “Troika™).*?” In Italy, the domestic implementation of the
Stability and Growth Pact at the local level constrained municipal budgets, and because of that,
the direct management of water services became more difficult, thus turning to corporatisation
and private sector participation.*?®

Following the crisis, the New Economic Governance framework was introduced for
macroeconomic coordination.*?* Through the European Semester, fiscal and structural policies
began to be monitored on a yearly basis.*** Through Country-Specific Recommendations and
country reports, the European Commission assesses national reforms.**! A review of Semester
documents in Germany, Ireland, Italy and Romania identifies a consistent trend toward
promoting competition in network industries and pro-market views on environmental
principles, including cost recovery.**? Even where water services are not explicitly mentioned,
recommendations concerning market access and competition affect their governance.

Political reactions frequently invoked the human right to water. The 2011 Italian
referendum rejected elements of water service privatisation.*** However, the human right to
water does not prohibit privatisation or liberalisation as such; it requires States to ensure
availability, quality and affordability, regardless of ownership or management models. Just
opposing liberalisation does not automatically secure these objectives. Moreover, market-
oriented reforms can still be compatible with human rights obligations, but only if strong
universal service obligations are in place and affordability and access are actually protected in

practice. This should apply regardless of whether ownership is public or private.
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More recently, the Recovery and Resilience Facility made funding conditional on
investment and reform programmes, adding a new layer of macroeconomic control.*** In Italy,
debates surrounding the 2021 Competition Law (DDL Concorrenza) show a growing pressure
to reorganise public services, move in the direction of competitive tendering and to harmonise
regulatory frameworks across sectors.*> These reforms were criticised as advancing
marketisation and reducing local public control. Defenders, however, view this as measures
enhancing efficiency and compliance with EU governance expectations.**

Analysing these, we can observe that the developments put indirect but measurable
financial pressure on water services. Environmental directives tend to increase investment
needs, while limits on public finances simultaneously constrain the ability to borrow.
Moreover, reform programmes encourage market-based approaches, and EU coordination
reinforces competition-driven interpretations of cost recovery. As a result, the financing of
water services is shaped as much by the Union’s broader economic framework as by sector-
specific law.

However, interaction between environmental obligations and macroeconomic discipline
creates a structural tension, as water infrastructure requires long-term, capital-intensive
investment and stable public support, while fiscal consolidation frameworks prioritise deficit
control and debt sustainability. The financing burden is pushed onto tariffs, private capital
participation, or corporatised structures. Seen in this light, the debate moves away from
ownership and towards governance. What matters is not who owns the system, but how

financing is structured, controlled and made accountable.

3. Financing Structure in Hungary

Year Drinking water pipe length (Km) Number of apartments connected to drinking
water service (Million)

1985 44000 2,9

1990 52419 3.3

2009 65000 4

2010 66000 4,1

2016 66300 4,2

2019 66900 4,246

434 Regulation (EU) 2021/241 establishing the Recovery and Resilience Facility.
45 Greco (2020).
436 Greco (2020).

99



2023 67900 4,383

Table 4. Drinking Water Infrastructure and Population Coverage in Hungary437

Water financing starts with pipes and people. The length of the network determines the costs,
while the number of users defines the revenue base, and the gap between the two explains the
financial pressure on the system. Moreover, we need the water for the systems to work.
Hungary is often portrayed as a water-rich country, yet this perception does not reflect the
whole picture. While total renewable water resources per capita appear relatively high,
approximately 94% of surface water originates from abroad, making Hungary the most
externally exposed Member State in the European Union.**® This means that both the quantity
and quality of available water depend largely on upstream countries. When only internal
renewable freshwater resources are considered, availability falls to around 615 m? per capita
per year, which places Hungary below the commonly recognised threshold of water scarcity.**’
Climate change adds to this, with rainfall becoming more unpredictable and droughts

lasting longer.**’ These structural conditions form the environmental and economic background

against which the financing and sustainability of Hungarian water services must be understood.

3.1. MEKH/HEA

The Hungarian Energy and Public Utility Regulatory Authority (HEA) acts as the independent
regulator for electricity, gas, district heating, and water services. It licenses operators, monitors
compliance with sectoral rules and service standards, collects and publishes data, and has a role
in consumer protection.

It also prepares the framework for tariffs. Based on cost reviews, it develops tariff
proposals, taking affordability into account, but the final decision is adopted at the government
level.

HEA can issue decrees and, where it sees gaps in the system, propose changes to the law

through the Ministry of Energy, which may then submit draft legislation to Parliament.

3.2. Revenue Model and Economic Instruments

Hungary’s water financing structure is formally based on three principal economic instruments:

the water abstraction charge, the agricultural water service charge, and water and wastewater

437 Author’s own table based on the Hungarian Central Statistical Office (2020; 2022; 2023; 2024).
438 Burostat (no date) ‘SDG 6 — Clean water and sanitation’.

439 Egyenstly Institute (2025) Water security: Policy proposals.

40 Egyenstly Institute (2025) Water security: Policy proposals.
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tariffs paid by residential and non-residential users. In practice, however, the system relies
predominantly on regulated tariffs and EU funding, while direct public budget contributions
and private capital participation do not add significantly to the pot. Water and wastewater tariffs
account for approximately half of sector financing, and EU funds represent roughly 40%.%4!
National budget participation exists, but private investment has almost no role. This results in
a dual dependency, where operational sustainability is based on tariffs, while capital investment
depends largely on EU funding.

Hungary faces an estimated annual investment gap in the water sector of around EUR 600
million, while total annual water-related investment needs reach approximately EUR 1.3
billion.**? After accession, and particularly following the adoption of the 2011 Act on Water
Utilities, the Hungarian water service sector went through a strong process of centralisation.***
The number of operators was reduced from more than 400 to only 34 by 2025. Half of these
operators are now majority state-owned, while the others remain under municipal ownership.***
At the same time, 16 of the 34 operators have already become part of the National Waterworks
group, showing the increasing role of the state not only as regulator, but also directly in service
provision.**> Although municipalities formally remain responsible for providing water services
within their territories, their actual operational and financial role has become more limited as
the system moved towards stronger central coordination.

Ownership of water utility assets remains restricted to municipalities and the state, while
further private equity participation has effectively been excluded since 2007.* Different forms
of operation are possible, through lease-operation contracts, asset management agreements
and, in certain cases, concessions. However, private capital does not function as an important
structural source of financing for the sector. The centralisation process was partly driven by the
need for economies of scale, stronger coordination and the limited financial capacity of
municipalities.**” At the same time, bringing an increasing part of the sector under state control
also means that financial responsibilities and risks are increasingly transferred towards the

national level. The introduction of nationally standardised non-residential tariffs in 2024

441 European Commission (2021), Economic data related to the implementation of the WFD.

442 European Commission (2025), Environmental Implementation Review — Hungary.
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represents another step in the same direction, further limiting the role of locally determined
pricing.*48

The water abstraction charge is intended to finance water resource management and
encourage sustainable use, and combines fixed and variable components, making a distinction
by source and type of water. Although certain rates were increased in 2024,*° The charge has
historically remained low and has not functioned as an effective demand-management tool.
Revenues remain low compared to investment needs.*°

Agricultural exemptions substantially weaken its regulatory impact. Irrigation users are
exempt below thresholds that are well above average usage, and since 2017, repeated
declarations of “permanent water scarcity” have, in most years, suspended both abstraction and
agricultural service charges.*! These exemptions remove pricing signals exactly when water
systems are under the greatest pressure, undermining both cost recovery and the efficient use
of water. A 2025 amendment now allows for geographically targeted exemptions rather than
nationwide suspension, but the fundamental structure remains weak.*>

Residential and non-residential users mainly finance the system through tariffs made up of
a fixed basic fee and a volumetric component. In the past, there was significant variation
between utilities, especially for non-residential users, with large differences between minimum
and maximum tariffs.** The 2024 reform introduced standardised consumption-based tariffs
for industrial users, reducing differences between utilities but strengthening centralised price-
setting. Despite these adjustments, Hungarian water tariffs remain among the lowest in

Europe.***

While this fixes the short-term affordability pressures, it constrains revenue
generation and limits the sector’s capacity to finance asset renewal internally, questioning the
sustainability and resilience of the sector.

Environmental load charges apply to pollutant discharges into surface waters, yet rates
have not been updated since 2009.%° Like abstraction charges, their contribution to revenues
and environmental cost recovery remains low.

The result is a fragile balance of affordability maintained through low tariffs and

exemptions, while long-term sustainability relies on external funding and delayed financial

48 OECD (2026), Water Governance for Climate Resilience in Hungary, OECD Publishing, Paris; Hungary
(2024), Decree on non-residential tariffs.

49 Green Support (2025), ‘Change in the water resource contribution’.
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adjustments. This raises basic questions about cost recovery, resilience, and whether the current

revenue model can withstand increasing climate pressures and limited public finances.
3.3. Affordability and Cost Recovery

Water affordability continues to be an important issue in Hungary. In 2021, Hungary had the
second-highest affordability ratio among 23 EU Member States, with households spending on
average more than 4.2% of their net income on water supply.**® This is interesting because
Hungary does not have particularly high water tariffs. In fact, average household expenditure
on water remains below the average of the EU countries included in the study. The high
affordability burden is therefore more closely connected to lower household incomes. There
are also strong differences within the country. In some regions the burden is relatively small,
while in others expenditure on water can reach around 9% of net household income. The issue
also goes beyond only the poorest households. More than half of the households falling within
the bottom six income thresholds spend at least 3% of their net income on water services, which
is often considered an affordability threshold.*’

Hungary has tried to address the affordability of utilities mainly through strong price
regulation. The “rezsicsokkentés” policy, introduced in 2013, froze water tariffs at their January
2013 level, and residential tariffs have remained unchanged since then.*® The policy was
introduced to keep utility costs affordable for households. However, freezing prices for such a
long period also affected the financial situation of water utilities. While the average cost
recovery of operation and maintenance was around 99% in 2009, by 2018 it had fallen to
approximately 79-82%.%° This already showed a growing difference between the costs of
providing the service and the revenues available to cover them.

This problem became more visible when energy and labour costs increased considerably,
especially during 2022 and 2023.%° Utilities had to face higher operational costs, while their
possibilities to increase revenues remained limited. At the same time, their 15-year investment
plans already indicated considerable maintenance, reconstruction and investment needs. Even
with these growing financial pressures, the proposed increases in tariffs were not

implemented.**! The State Audit Office also connected the worsening financial situation of
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utilities with increasing technical losses. Around one quarter of the water abstracted for public
supply becomes non-revenue water, creating an estimated annual loss of more than HUF 17
billion, approximately EUR 44 million.**? This is particularly problematic in a sector where
financial resources for infrastructure renewal are already limited.

Some changes were introduced for non-residential consumers. In 2023, the long period of
frozen tariffs started to come to an end, followed by the introduction of nationally uniform non-
residential water and wastewater tariffs from January 2024.%* This increased the revenues
available to utilities, although it is still difficult to determine whether these tariffs are enough
to reflect the actual costs of service provision and the investment needs of the sector. The
reform was also accompanied by limited communication and explanation, which affected its
acceptance among non-residential consumers. Residential tariffs, on the other hand, have
remained unchanged since 2013. This continues to protect households from increasing water
prices, but it also means that the growing costs of providing the service cannot be fully reflected
in residential tariffs.*64

This creates a difficult balance between affordability and the financial sustainability of
water services. Keeping tariffs low has an important social purpose, especially considering the
affordability problems already present in Hungary. At the same time, tariffs that remain below
the actual costs of service provision cannot provide sufficient revenues for operation,
maintenance and future investments. They also provide only limited incentives for consumers
to reduce water use. With combined water and wastewater tariffs below EUR 1 per cubic metre,
Hungary has some of the lowest tariff levels in Europe. The State Audit Office also concluded
that the tariff structure applied between 2017 and 2022 did not sufficiently encourage efficient
and sustainable water consumption.*%

Other economic instruments do not fully compensate for these weaknesses. The water
abstraction charge should, in principle, contribute to the financing of water resource
management while also influencing the amount of water abstracted. In practice, however, the
rates have not been regularly adjusted to reflect water scarcity, and several exemptions further

reduce their effect. As a consequence, neither tariffs nor abstraction charges currently work
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strongly as instruments for managing water demand. Hungary therefore faces a difficult
financing situation. Water prices are kept low partly for social and affordability reasons, while
at the same time the sector needs more financial resources for maintenance, reconstruction and
future investments. In the longer term, keeping these two objectives together becomes
increasingly difficult.

Hungary’s affordability challenge, on the one hand, justifies greater social sensitivity in
tariff design, given low income levels. Moreover, keeping tariffs low for so long has placed
financial pressure on utilities, reduced cost recovery, and delayed infrastructure maintenance.
The policy choice has favoured visible short-term affordability over long-term system
sustainability.

The current model risks creating affordability pressures in a more indirect way, through

declining service quality, rising losses, and the need for sudden tariff increases later on.

3.4. Financing Structure of Water Services in Hungary: Revenue Model

As we concluded in Hungary, we find a formally developed but internally inconsistent
approach to cost recovery. While the legal and economic instruments required under the EU
framework are in place, their combined operation does not result in a coherent or self-sustaining
system.

The system can be understood through three main financing pillars: tariffs, state funding
and external transfers, the 3Ts: tariffs, taxes (public financing), and transfers (EU funding).
These instruments are designed to operate together to achieve cost recovery, investment and
affordability. In practice, however, they function in parallel rather than as part of a unified
financial logic.

Tariffs remain structurally constrained and do not function as a full cost-recovery
instrument. Pricing policy has been shaped by strong affordability considerations, particularly
for low-income households, which limits utilities' capacity to generate sufficient revenue for
maintenance and long-term asset renewal.*%

As a result of this, tariffs operate less as an economic tool and more as a mechanism of
social protection. This weakens their role under Article 9 WFD, where pricing is intended not

only to recover costs but also to promote efficiency and sustainability.*®”

466 OECD (2026) Water Governance for Climate Resilience in Hungary, p. 28.
467 OECD (2024) Co-ordination of Green Policies at the Centre of Government in Romania.

105



Public financing should pay a compensatory role within the system. Here, state
involvement is high, where tariff revenues are insufficient, as it chooses to prioritise
affordability over financial autonomy.*®8

However, this support does not address the structural underfunding. Public budgets
contribute to stability but are not designed to ensure long-term investment coverage.

Over the years, EU transfers constituted a central pillar of the Hungarian water financing
model. Investment in water infrastructure, including water quality improvements and
environmental compliance, has been largely supported through EU funds and co-financed

national programmes. With the introduction of the centralised model, these have slowed down.

3.5. Infrastructure Gap and Compliance Costs

Although Hungary is crossed by major rivers such as the Danube and the Tisza, around 96%
of its freshwater originates outside its borders. This places it among the EU Member States
with the lowest levels of internal renewable water resources per capita.*® Moreover, droughts
have occurred in 23 of the last 30 years, and climate-related economic losses between 2000
and 2023 reached EUR 6.5 billion.*”

Infrastructure performance indicators reveal persistent weaknesses. Water losses from
leakage declined from 25.5% in 2017 to 22.9% in 2022, yet nearly one-quarter of abstracted
water is still lost within the network, with some regions experiencing losses of up to 30%.*"!
Wastewater treatment performance has improved significantly over the past decade,
particularly in tertiary treatment, but compliance gaps remain. In 2020, only 59% of urban
wastewater met the requirements of the Urban Waste Water Treatment Directive, placing
Hungary among the least compliant Member States. In December 2023, the Court of Justice of
the European Union condemned Hungary for non-compliance with Directive 91/271/EEC.*7?

Underinvestment is a major stress point. Hungary invests approximately EUR 14 per capita
annually in wastewater infrastructure renewal and development, well below the EU average of
EUR 49 per capita.*’” The infrastructure gap is therefore both a financial and regulatory issue.
Funding mechanisms exist but tend to be reactive. Recent policy responses have focused

largely on technical supply-side measures. In 2025, the government allocated HUF 4.7 billion

468 OECD (2024) Co-ordination of Green Policies at the Centre of Government in Romania.

49 OECD (2026) Water Governance for Climate Resilience in Hungary, p. 9.

Y°0ECD (2013).

471 State Audit Office (2024) Monitoring of measures taken to implement the National Water Strategy.
472 OECD (2026) Water Governance for Climate Resilience in Hungary, p. 9.

473 Water Europe (2025) ‘WISE freshwater information system for Europe: Hungary’.

106



for immediate retention-related interventions to increase storage capacity.*’* By contrast,
demand-side management through economic instruments is still limited.

Hungary’s infrastructure gap is therefore not merely technical. It reflects a structural
financing imbalance.

The water governance and financing model is institutionally fragmented, economically
weak in its incentive structure, and insufficiently prepared for climate stress.

First, there is a clear need to stabilise the institutional framework and strengthen
coordination across ministries.*’> Without stable governance, long-term investment planning
and compliance remain fragile.

Second, the system requires stronger economic and regulatory instruments to manage
water demand.*’® This includes revisiting abstraction charges in light of cost recovery
requirements under the Water Framework Directive. As it stands, charges remain too low,
exemptions too broad, and price signals too weak to influence behaviour or ensure financial
sustainability.

Third, a long-term water security strategy is needed, one that integrates climate adaptation
with agriculture, energy and land-use policy.*’” Current planning is fragmented and closely tied
to funding cycles rather than strategic priorities.

Finally, governance must operate more effectively across levels, as strengthening regional
water authorities' capacity, providing targeted financial support to municipalities, and
clarifying subnational responsibilities are necessary steps.’’® Centralisation alone is not
sufficient to address regional disparities in water risk or infrastructure needs.

The current system puts too much emphasis on affordability, creating a structurally
vulnerable system in the long term. This tension between social protection and financial
sustainability will be central to the comparison of the Romanian model of water service

financing.

4. Financing Structure in Romania

In Romania, one of the main difficulties comes from the uneven distribution of available water
resources. A large part of the water supply depends on internal rivers. The Danube provides an

important volume of water, but because it runs mainly along the southern border of the country,

474 OECD (2026) Water Governance for Climate Resilience in Hungary, p. 9.

475 OECD (2026) Water Governance for Climate Resilience in Hungary, p.10-11.
476 OECD (2026) Water Governance for Climate Resilience in Hungary, p.10-11.
477 OECD (2026) Water Governance for Climate Resilience in Hungary, p.10-11.
478 OECD (2026) Water Governance for Climate Resilience in Hungary, p. 11.
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its possibilities for supplying other parts of Romania are limited. This geographical situation,
together with the variability of available resources, has historically pushed Romania towards
infrastructure-based solutions rather than towards managing demand.

Another problem is the relatively low efficiency of water use. According to figures
included in the National Water Management Strategy, Romania generates around EUR 26 of
economic output for every cubic metre of raw water abstracted, placing it below many other
EU Member States in terms of water-use efficiency.*’” This becomes increasingly relevant
when considering the uneven territorial distribution of resources and the growing pressures
connected to climate change.

The institutional system is based primarily on Water Law no. 107/1996, as the overall
responsibility for water management belongs to the Government and is exercised through the
Ministry of Environment, Water and Forests. The Ministry establishes the main policy
directions and coordinates their implementation, while much of the actual water management
is carried out through the National Administration “Romanian Waters” (ANAR) and the river
basin administrations.*®® This creates a system where the main policy decisions remain
centralised, while the practical management of water resources is organised mainly according
to river basins.

The regulatory system is closely connected to its financing. ANAR and its territorial
structures manage the permitting and authorisation system through which water use, works
affecting water resources and discharges are regulated.*®! These instruments establish who can
use water, under what conditions and within which technical limits. However, their role is not
only regulatory. Water use is also connected to contributions, payments and penalties, which
provide revenues for the management of the sector. In this way, the same system that regulates
access to water resources also provides an important part of the financing needed for their
management.

The Romanian “economic mechanism” is built around contributions for the use of water
resources, together with specific payments and penalties.*3? These revenues contribute to the
financing of ANAR and to the functioning of the national water management system. The

mechanism is based on cost recovery for water management services and follows principles

479 Government of Romania (2023) Strategia Nationald pentru Gospodarirea Apelor — Romdnia 2023-2035
(Draft No. 6), p. 14.

480 ANRSC (2023), Raport de analiza a performantei operatorilor de apa si apd uzatd din Romdnia si a efectelor
reglementarii economice.

481 Government of Romania (2023) Strategia Nationald pentru Gospodarirea Apelor, pp. 20-22.

482 ANRSC (2023), Raport de analiza a performantei operatorilor de apd si apd uzatd din Romdnia §i a efectelor
reglementarii economice.
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such as the user pays, the polluter pays and equal access to water resources.*®® The revenues
are expected to support important public functions, including the operation of the National
Water Management System, monitoring activities and hydrological management. Therefore,
financing is not separate from water governance. Without sufficient and stable revenues, both
the infrastructure and the institutions responsible for managing water resources become more
difficult to maintain.***

At the same time, what this mechanism is expected to finance is quite broad.
Responsibilities arising from international agreements and EU legislation also have to be
covered through ANAR's budget, while additional resources can be provided from the state
budget through specific programmes when necessary.*®> The system therefore relies
considerably on revenues generated within the water sector for its everyday functioning and
part of its investment needs. However, these revenues are not always sufficient for larger
investments or for fulfilling all EU and international obligations. In such cases, additional
support from the national budget remains necessary.*® Romania therefore operates with a
mixed financing structure, where the sector is expected to generate an important part of its own
resources, but the state continues to have an important financial role when these resources are
not enough.

However, the current economic mechanism still needs reform. The existing revenue
structure does not fully correspond to the actual costs of maintaining and developing the
system. A similar problem could already be seen in the Hungarian example, although the
institutional and financing structures of the two countries are different. In both cases, the costs
of maintaining and renewing infrastructure continue to increase, while the revenues available
within the sector do not necessarily follow the same direction.

Because of this, the Romanian system also relies considerably on external sources of
financing. European funding has an important role, including the European Structural and
Investment Funds and, more recently, the Recovery and Resilience Facility established under
Regulation (EU) 2021/241. However, the existence of available funding does not automatically
mean that it can be fully or efficiently used. Administrative capacity, project preparation and

implementation can still limit the absorption of these resources.**” Domestic public funding

483 OECD (2024) Co-ordination of green policies at the centre of government in Romania. Paris: OECD
Publishing.

484 Government of Romania (2023) Strategia Nationald pentru Gospoddrirea Apelor, pp. 22-23.
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therefore remains necessary, although in many cases it functions more as a complement to
European and other external funds rather than as the main source of investment financing.

Looking at how water services are financed under the current legislation, several elements
can be identified. There is a combination of public and private financing possibilities, but the
everyday operational costs of water services are mainly covered by users through tariffs.
Therefore, despite the more complex financing structure around investments, the basic
functioning of the service still depends strongly on revenues collected from users.

Where public financial resources are involved, tariff strategies become particularly
important. Under Law No. 241/2006, access to resources from the state budget or to non-
reimbursable funds is connected to the preparation of a tariff strategy based on a cost-benefit
analysis.*®® This strategy is generally prepared by the administrative-territorial unit or the inter-
community development association for a period of at least five years and can be updated when
necessary. On paper, this provides a relatively stable framework for longer-term financial
planning. In practice, however, its implementation can still depend on changing financial
conditions, available funding and political priorities.

Ifresilience is taken seriously, such planning should also go beyond the calculation of costs
and expected revenues. The legislation already provides some space for considering the longer-
term development and sustainability of the service.*® Still, environmental and climate
resilience should become a more visible part of investment decisions. Infrastructure should not
only be financially efficient at the moment when it 1s constructed, but should also be capable
of responding to extreme weather events, changing water availability and other future
pressures. Otherwise, investment planning risks responding mainly to present needs, rather
than preparing the system for future ones.

The tariff structure itself also has to fulfil more than one objective. On the one hand, prices
should discourage excessive consumption and contribute to a more efficient use of water
resources. On the other hand, tariffs need to generate sufficient revenues for the operation and
further development of the infrastructure.**® These two objectives do not always work easily
together. Increasing tariffs can strengthen cost recovery and encourage lower consumption, but
it can also create affordability problems. Keeping them too low, however, can weaken
investment capacity. The tariff system therefore has to find a balance between resource

conservation, affordability and the financial needs of the service.

488 Romania (2006) Law No. 241/2006, §35(2).
489 Romania (2006) Law No. 241/2006, §35(6), point d—e.
490 Romania (2006) Law No. 241/2006, point c.
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The regulatory authority has an important role within this system. It approves tariffs,
verifies compliance with the applicable rules and applies the methodologies used for
calculating prices.*”! This creates another level of control over the financial decisions of
operators. At times, this can also make the system more rigid, but regulatory oversight remains
important for ensuring that tariff decisions are not based only on the interests of individual
operators. In the longer term, this control is also connected to maintaining financial stability
and continuity of the service.

Romania's financing model can therefore be understood as a combination of European
funding, national and local public resources, user tariffs, and the broader economic mechanism
based on contributions, payments and penalties.*** None of these sources alone is sufficient to
cover all the needs of the sector. This makes coordination between them particularly important,
especially as infrastructure ages and climate-related pressures increase.

At the same time, financial sustainability cannot be separated from affordability and
access. Vulnerable and marginalised groups can still face difficulties in accessing water and
sanitation services.*”> These issues should not be treated separately from infrastructure
financing. Investments create not only construction costs, but also continuous costs for
operation, maintenance and eventual renewal. Building infrastructure is therefore only one part
of the problem. The longer-term question is whether the system can finance its operation while

keeping the service accessible and affordable for those who depend on it.

4.1. Efficiency

On paper, Romania has a wide range of funding sources and strategies, from tariff regulation
and sectoral rules to EU cohesion funds, recovery financing and climate policies. In practice,
however, the data show ongoing inefficiencies, fragmentation, and financial vulnerability
throughout different levels of governance and types of operators. This is crucial to prove our
hypothesis.

On Table 4. We can observe that non-revenue water remains high, especially among
regional operators. A large share of water is abstracted and treated but does not generate
revenue, even though the costs remain. These costs must then be absorbed through tariffs or
covered by public support. This creates a cycle: losses increase unit costs, higher costs push

tariffs up, and higher tariffs worsen affordability problems, particularly in rural and low-income

1 Romania (2006) Law No. 241/2006, §35(7).
492 Government of Romania (2023) Strategia Nationald pentru Gospodarirea Apelor, pp. 70-71.
493 Government of Romania (2023) Strategia Nationald pentru Gospoddrirea Apelor, p. 50-51.
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areas. The fact that these losses persist suggests that regulatory goals have not translated into
operational changes. From a financial perspective, this weakens operators' position and limits
their ability to co-finance EU projects.

Overall, the picture is a bit paradoxical. Romania is formally aligned with EU cost recovery
principles and has access to significant EU funding, but the system still depends heavily on
external financing and struggles with fragmented governance. A reform is needed to bring the
system closer to something that is financially sustainable, socially acceptable, and able to deal

with long-term pressures, including climate change.

. Regional Apa Nova Oth§r Town Commune
Indicator Total Municipal
Operators || Bucharest Operators || Operators
Operators
Total volume of water
purchased (raw water, 1.318 0.963 0.175 0.043 0.026 0.111
imported water, etc.)
| Billed water lo810] 0479 || 0135 || 0022 | 0023 || o150 |
| Technological consumption |[0.076] 0.067 | 0002 | 0004 || 0001 | 0003 |
Losses in transportand || 35 | 417 0.037 0.018 0.002 (0.042)
distribution
TeCh“"loglC(a},}‘;onsump“"n 58%| 6.9% 1.0% 8.2% 4.1% 23%
0
Transport and distribution 3, g0/l 43 30, 21.4% 41.4% 9.2% n/a
losses (%)

Table 5. Efficiency of Water Resource Use (billion m?)*?
4.2. EU-EBRD Blended Financing Model

There is an EU-European Bank for Reconstruction and Development (Hereinafter: EBRD)*

Blended financing model in Romania for water sector financing. This, however, has
implications beyond finance, as it has the power to shape how the sector is organised and
governed. A recent example is the €14 million EBRD loan to SC Apa Prod SA in Hunedoara
County, co-financing a €230 million investment programme alongside EU grants under the
Sustainable Development Operational Programme.**® The project will rehabilitate and expand
water and wastewater infrastructure in line with EU standards, benefiting approximately

170,000 residents in 33 localities. This intervention is part of a broader pattern: the EBRD has

4% Autoritatea Nationald de Reglementare pentru Serviciile Comunitare de Utilititi Publice (ANRSC), Raport de
analizd a performantei operatorilor de apa si apa uzata din Romania si a efectelor reglementarii economice (July
2023) https://www.anrsc.ro/wp-content/uploads/2023/08/Raport ANRSC Final.pdf accessed (24 February
2026).

495 Buropean Bank for Reconstruction and Development (EBRD) (2025) ‘EBRD finances modern water and
wastewater infrastructure in Romania’.

496 EBRD (2025), ‘EBRD finances modern water and wastewater infrastructure in Romania’.
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financed 25 Romanian water operators with over €600 million in loans, and pumped more than
€5 billion in EU funding to the sector.**’

The need for external financing comes from the long-term decline of the sector. In the early
1990s, Romania’s water services were highly fragmented, with more than 800 local operators,
mostly organised at the municipal level.**®

At that time, less than half of the population had access to piped water, metering was
limited, services were often irregular, infrastructure was already deteriorating, and wastewater
treatment was minimal. Investment during the transition period was very limited and mainly
focused on larger cities, while smaller systems continued to decline.

Pre-accession EU programmes such as MUDP, ISPA and SAMTID started to improve the
situation, but between 1990 and 2007, only 32 major municipalities received significant
funding. Most systems, therefore, remained underfinanced, poorly maintained, and not
financially sustainable.**

Accession to the EU funds under the Sectoral Operational Programme Environment meant
that the Romanian water service system needed to be reorganised.

The fragmentation needed to be fixed, and a new funding mechanism needed to be
implemented to manage the EU funds, creating a more sustainable water sector.’?

This way, more than 2,600 localities needed to consolidate into around 40 strong regional

public operators.>"!

Tariffs were regulated by ANRSC, performance targets were
contractualized, and utilities were commercialised while remaining publicly owned.

To access EU grants and co-finance projects with EBRD loans, Romania's financial
governance needed to change. Operators, therefore, became recipients of public grants and
borrowers subject to bank discipline simultaneously. The scheme was simple: EU grants reduce
capital burden, EBRD loans introduce financial discipline, and regulated tariffs provide
revenue stability.

However, regionalisation is still incomplete, as effective delegation rates in rural areas

have remained much lower. Some municipalities withdrew because of dissatisfaction with

4“7 EBRD (2025), ‘EBRD finances modern water and wastewater infrastructure in Romania’.

498 World Bank (2018) Romania water diagnostic report: Moving toward EU compliance, inclusion, and water
security. Washington, DC: World Bank.

499 World Bank (2018) Romania water diagnostic report: Moving toward EU compliance, inclusion, and water
security. Washington, DC: World Bank.
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perceived tariff increases or the lack of visible investment. Others preferred to keep local
control, or were simply not pushed enough to comply with national and EU standards. In some
cases, services continue to operate without an ANRSC license, which weakens regulatory
coherence.

This incomplete regionalisation creates asymmetries within the blended financing model.
Operators inside the regional framework gain access to large-scale EU funds and international
loans, while those outside remain structurally underinvested.

Also, EU grants reduce upfront capital costs, while EBRD loans introduce long-term
repayment obligations.>%?

Furthermore, blending can subtly shift policy priorities. Projects must meet bankability
requirements, comply with procurement rules, and meet EU standards. As a result, the order of
investments is partly driven by financial considerations rather than solely by environmental or
social priorities.

At the macro level, the EU-EBRD model allows Romania to accelerate infrastructure
modernisation.’® Yet water services remain essential public services, and in cases of operator

distress, the state would likely still step in.

4.3. Tariff Increases and Financial Sustainability

In the case of SC Apa Prod SA, we can observe that tariff policy has become the backbone of
financial sustainability in the water sector.’** Alongside a €230 million investment programme
co-financed by EU funds and EBRD loans, the company introduced significant real-term tariff
increases, combined with inflation adjustments and operational reforms.>** Since becoming an
EBRD client in 2014, it has invested more than €140 million in water and wastewater
infrastructure. The idea is simple: if they invest in infrastructure, reduce losses, and expand
networks, they need revenues that can pay back the debt and cover the full costs over time.>%

We can see a clear shift after the regionalisation. By the mid-2010s, water and wastewater
services were delivered by 43 large regional public operators, 2 large private operators in
mixed-ownership companies, and around 900 smaller local operators.>*” More than two-thirds

of the population connected to piped water, approximately 9 million people, are now served by

302 EBRD (2025), ‘EBRD finances modern water and wastewater infrastructure in Romania’.

303 EBRD (2025), ‘EBRD finances modern water and wastewater infrastructure in Romania’.
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regional operating companies.’®® However, the revenue base for operators is smaller than the
total population would suggest, which makes tariff design even more important.

Regional operators vary significantly in size and financial strength. Most serve between
100,000 and 300,000 users, while larger entities such as Raja Constanta and the Cluj operator
reach 600,000 to 750,000 people.>®” Expansion helped achieve economies of scale, but it also
brought new financial pressures. Taking over staff from municipal departments made
regionalisation easier to accept at first, but it later led to overstaffing and the need for
restructuring, including workforce cuts of around 25 per cent. This shows a key point of the
model: tariff increases and performance improvements need to go together with cost control.

The tariff question becomes more complicated when we have a diversity of service models,
as in Romania. Bucharest, serving around 1.9 million people, operates under a public-private
partnership with Apa Nova Bucuresti, controlled predominantly by Veolia.’!* Investments
financed directly by the private operator are reflected in tariffs, while those financed by the
municipality with EU grants and European Investment Bank(Hereinafter:EIB) and EBRD
loans are recovered through a separate volumetric wastewater charge. This financing setup
splits how investments are paid back within the tariff. In practice, part of the cost is built
directly into household bills over time. A similar concession model is used in Ploiesti.

At the other end of the spectrum, hundreds of small municipal operators and legacy private
concessions(Bucharest and Ploiesti) continue to operate, many with limited capacity and weak
cost recovery mechanisms. Most of these operators started in the 1990s when no substantial
public investment programmes were available.’!! Over time, as EU funding became conditional
on joining a regional operator and delegating services, many of these smaller entities lost access
to capital and gradually declined. Some concession contracts were terminated as the regional
model emerged. Yet fragmented providers lead to national tariff coherence.

Tariff increases are therefore not just a financial adjustment, but a structural tool, as they
are needed to fund the blended financing, cover day-to-day costs, and fund the renewal of

infrastructure. But they operate in a politically sensitive context. Around one-third of the
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population still relies on private wells, and sewerage coverage remains limited.>!? In rural areas,
resistance to joining regional operators is often linked to fears of higher tariffs. If prices rise
without visible improvements in service quality, public acceptance weakens, slowing
consolidation and affecting financial stability.

Financial sustainability, therefore, needs to be balanced so that operators have sufficient
revenue to cover costs and repay debt, while regulators must keep tariffs affordable and protect
vulnerable users. Without clear operational improvements, tariff increases risk being seen as
simply extracting more money, rather than improving the system, which can lead to user

unacceptance.

4.4. Transfers-External funding

The financing of the Romanian water sector has been closely connected to the country's
transition towards EU membership and, later, to meeting EU requirements. In this sense,
financing was never only about extending pipelines or constructing new treatment and
sewerage infrastructure. It was also part of a much broader process of catching up with
European standards, and because of that, large amounts of external funding have been directed
towards the sector throughout this period. Still, the expected convergence has been slow, as
Romania continues to have some of the lowest connection rates in the EU for piped drinking
water and sewerage, despite the financial resources invested over the years. This shows that
access to funding alone has not been enough to close the infrastructure and service gap.’'?

EU convergence funding is usually justified by compliance targets and measurable results,
but the remaining access gap lies precisely where implementation is hardest. In low-density
areas, with high connection costs, weak local capacity, and households that often hesitate to
connect because they cannot afford both the upfront fee and the monthly bill.

The expansion of networks from 2008 confirms that EU-driven investments have moved
the needle, but not fast enough for convergence claims to feel convincing. The potable water
connection rate increased from an estimated 53.1 per cent in 2008 to 63.7 per cent in 2015,
which means around 1.2 million people gained access over eight years.’'* The connection rate

increased further after 2015, reaching roughly 77 per cent by the early 2020s, rural areas are
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still underrepresented.’!> Rural localities equipped with piped water systems rose from 1,806
to 2,157, and rural localities equipped with sewerage collection systems rose from 451 to
809.°1°

Regionalisation was meant to create a structure that could absorb EU funds and make
service delivery more professional. In the areas actually covered by delegation contracts, access
is on average around 80 per cent, but the differences are significant. Some operators, such as
in Brasov, Constanta or Cluj, exceed 95 per cent, while others remain below 70 per cent.>!7,
EU convergence funding assumes coherent service areas, but in practice, the boundaries of
responsibility remain incomplete and often depend on local decisions.

As aresult, a high percentage of people remain unconnected, even though they are formally
within the service area of regional operators. So being “inside” the system does not necessarily
mean being connected or benefiting from investment.’'8

This is where transition financing clearly links to tariff reform and its social limits. By
April 2017, average tariffs for large utilities were around 3.37 lei per m? for water and 2.60 lei
per m? for sanitation, excluding VAT.>"?

These tariffs have increased significantly over the years. Romania’s water tariffs are
described as roughly three times higher than in non-EU countries in the region and are already
approaching EU-13 levels, where tariffs can be relatively high compared to incomes. By the
mid-2010s, they were almost twice as high as in Bulgaria and two to three times higher than in
neighbouring non-EU countries such as Serbia, Ukraine, Moldova, Albania and North
Macedonia, as shown in comparative Danube basin data.’*

Convergence within the sector is therefore uneven, as prices converge faster than access.
Households that are connected face tariffs increasingly similar to EU levels, while other people,
citizens, remain unserved.

The threshold has gradually tightened over time, from 4 per cent of household income in

early programmes to 3 per cent under ISPA.*%!, and then to 2.5 per cent during the SOP**
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period.”?® Yet by 2015, the average WSS bill was already around 2.9 per cent of household
disposable income, exceeding this benchmark.**

Some regional operators reportedly reach or exceed 3.5 per cent for the average household,
and since the benchmark is based on averages, poorer households may end up spending close
to or even above 5 per cent of their income on water services.

The problem is quite simple, as averages do not protect the most vulnerable. If cost
recovery and debt service are required, but affordability is measured against average income,
then low-income households can be priced out. The result is a pattern: networks are built, but
households do not connect, and reduce consumption.

Recent EU funding programmes have not necessarily solved this problem. Romania
received considerable funding through the National Recovery and Resilience Plan (PNRR),
where water and wastewater infrastructure is one of the important areas of investment. Still,
having the money available does not automatically mean that the problems will be solved.
Projects can be delayed, local authorities may not have enough administrative or technical
capacity, and investments can be more difficult to implement in small rural communities. In
these areas, extending a water or sewerage network can also be expensive compared to the
relatively small number of users it will serve.’?

This is especially important because many of the remaining gaps are found exactly in rural
and more vulnerable communities. Therefore, convergence cannot only mean obtaining more
EU funding. Romania also needs to be able to prepare projects, use the available money, build
the infrastructure and, importantly, maintain it after the EU-funded project is finished.
Otherwise, new infrastructure can be built without solving the longer-term financial and access
problems of the sector.

Finally, the social profile of exclusion shows the limits of tariff-based expansion. Survey
data indicate that access for the poorest groups is far below national averages: among the lowest
income quintiles, only about 54 per cent have access to piped water and 42 per cent to flush

toilets, while for those below the poverty line, the figures drop to 32 per cent and 20 per cent.

523 World Bank (2018) Romania water diagnostic report: Moving toward EU compliance, inclusion, and water
security.
324 World Bank (2018) Romania water diagnostic report: Moving toward EU compliance, inclusion, and water
security.
525 World Bank (2018) Romania water diagnostic report: Moving toward EU compliance, inclusion, and water
security.
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More recent data still place the poorest quintile at around 37 per cent for in-house piped water
and 25 per cent for in-house toilets.>?¢

This reflects the problem of inclusion. When the remaining unserved population is largely
poor and rural, a model that relies mainly on tariffs for sustainability will likely stall unless it
is combined with targeted social measures.

On one hand, the EU convergence financing model has delivered measurable progress,
especially through regional operators and EU-funded infrastructure. On the other hand,
convergence has not yet been achieved. This means tariffs have moved closer to EU levels

faster than access has expanded, as water service prices are catching up faster than people are

gaining access to them.

5. From Price Control to Convergence: Two Models of Financing Water Services

The financing of water services in Hungary and Romania developed in two rather different
directions, especially regarding cost recovery, investment and affordability. Hungary follows a
strongly centralised model, where tariff policy and state intervention have an important role.
Romania developed differently, with a system strongly influenced by EU accession,
convergence and the need to finance the infrastructure necessary for compliance. Both models
have their advantages, but also their own financial problems.

At the same time, both countries operate under the same EU legal framework. Article 9 of
the WFD requires Member States to take into account the principle of cost recovery for water
services. How this principle is applied in practice, however, is quite different. Hungary and
Romania therefore show two different ways of balancing the financial needs of water services
with the need to keep water affordable.

In Hungary, tariff policy has been strongly influenced by political decisions.’*” Water

tariffs were first frozen in 2012°%8

and were then reduced in 2013 as part of the utility cost
reduction policy.’* Since then, residential tariffs have remained practically unchanged. This
created continuous pressure on the revenues of water service providers, while the costs of
operation, energy, labour and infrastructure maintenance continued to increase. EU and
national funds could support larger infrastructure investments, but they could not replace the

revenues needed for the everyday maintenance and gradual renewal of the system. With tariffs

326 Revolve Media (2026) ‘Despite Financial Backing, Romania Lags Behind EU Water Standards’.

327 OECD (2026) Water Governance for Climate Resilience in Hungary. Paris: OECD Publishing; European
Commission (2023) Country Report Hungary 2023. Brussels.

528 Act CLXXXIX of 2012 on the amendment of certain laws related to public utility services (Hungary).

329 Act LIV of 2013 on the reduction of utility costs (Hungary).
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not following the actual development of costs, operators have much less possibility to create
the financial reserves needed for replacing ageing infrastructure. The Hungarian system
therefore keeps household prices stable in the short term, but this stability also has a cost, which
becomes more visible in the longer term.

In Romania the tariff development has been influenced much more by the requirements
connected to EU compliance and infrastructure investment. Tariffs increased considerably over
the past decade, partly because operators have to provide revenues for the operation and co-
financing of an expanding and modernising system. Operational costs can generally be covered
from tariff revenues, but major infrastructure investments could not have been financed from
tariffs alone. More than 70% of capital expenditure has been supported through EU funds and
loans from international financial institutions, together with national co-financing.>** Romania
therefore has another type of cost-recovery problem. Tariffs can be adjusted more easily than
in Hungary, but the investment side of the system remains strongly dependent on money
coming from outside the sector.

The two countries therefore face different financial problems. In Hungary, the main
limitation comes from keeping revenues artificially low through tariff regulation. In Romania,
the problem is more connected to the high level of investment still needed and the dependence
on EU and other external financial resources. Neither situation provides an easy solution for
the long-term sustainability and resilience of water services.

Affordability is also a problem in both countries, although again in a different form. In
Hungary, the reduction and later freezing of tariffs has helped to keep the direct water
expenditure of households relatively low.>*! But low tariffs do not automatically mean that
water is affordable for everyone. Regional income differences remain important, and poorer
households can still spend a considerable part of their income on water and other utility
services. The Hungarian approach tries to solve affordability mainly by keeping the general
tariff level low for everyone, rather than through more targeted support for households that
actually need it.

In Romania, the situation is almost the opposite as the tariffs have increased together with
investment and compliance needs, and therefore households are exposed more directly to the
increasing costs of the sector. Even where average affordability indicators remain within

generally used thresholds, these averages can hide much larger burdens for lower-income

330 World Bank (2018) Romania Water Diagnostic Report: Moving Toward EU Compliance, Inclusion, and Water
Security (Revised).
31 OECD (2026) Water Governance for Climate Resilience in Hungary.
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households.***This is particularly important in rural areas and among poorer or marginalised
communities, where incomes are lower and where some of the largest infrastructure gaps still
exist. The Romanian model therefore allows more room for cost recovery through tariffs, but
at the same time creates stronger questions around affordability.

The institutional structure also reflects these differences, because the Hungarian water
sector has become increasingly centralised, with the state taking a larger role in service
provision, particularly through Nemzeti Vizmiivek Zrt. At the same time, the limited flexibility
of residential tariffs restricts the possibility of operators to react to increasing costs or move
closer towards full cost recovery. Centralisation therefore gives the state more control over the
system, but it also places more responsibility on the state when the revenues of operators are
not sufficient.

Romania continues to operate through its regionalised model, combined with national
economic regulation and a financing system strongly connected to EU programmes and
international financial institutions. Tariffs can be adjusted more regularly, and investments can
be coordinated with EU-funded programmes. However, this also creates dependence on
external funding periods and on the administrative capacity to actually prepare and implement
the projects. The Romanian model continues to focus strongly on infrastructure development
and reaching EU requirements. Higher tariffs are part of this process, but so are the affordability
problems and the continuing dependence on external financing.

Hungary takes another direction. Price stability and short-term household affordability
remain important elements of the model. However, as infrastructure becomes older and
maintenance costs continue to grow, the financial consequences of keeping tariffs unchanged
become more difficult to ignore. The question is increasingly not only whether consumers can
afford the service today, but also whether the sector can afford to provide the same service in
the future.

Both systems therefore arrive at the same basic tension, but from different directions. Water
services have to be financially sustainable, they have to fulfil EU requirements, and at the same
time they have to remain accessible and affordable. Hungary and Romania try to balance these

objectives differently, and neither model completely solves the conflict between them.

332 OECD (2020) Financing Water Supply, Sanitation and Flood Protection: Challenges in EU Member States
and Policy Options.
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Aspect H Hungary “ Romania

. . Tariffs frozen since 2012-2013, with strong Gradual tariff increases linked to
Tariff Policy . .
central control investment and EU compliance
Limited cost recovery; tariffs do not cover O&M generally covered; capital costs
Cost Recovery .
full lifecycle costs largely financed externally
. EU and state funding; limited ability to build || The majority is financed through EU funds
Capital Investment . . .
reserves and IFI loans, with national co-financing
Financial Risk of underfunded maintenance and long- || Dependence on external funding cycles
Sustainability Risk term asset deterioration and limited internal financing capacity
. Low tariff strategy; affordability ensured Rising tariffs; higher burden on low-
Affordability . . . .
through price suppression rather than targeted income households despite formal
Approach
measures benchmarks
Increasing centralisation through state Regionalised model with national regulator
Governance Model|| ownership (Nemzeti Vizmiivek) with strong (ANRSC) and coordinated investment
tariff control planning

Table 6. Comparative Overview of Water Services Financing in Hungary and Romania

5.1. Observation Regarding the Comparison

The comparison between Hungary and Romania reveals not two successful or unsuccessful
models, but two distinct governance responses to the same structural tension between financial
sustainability, affordability, and compliance with European Union obligations. The difference
lies not in the ownership structure but in how governance frameworks shape financing choices
and distribute financial burdens.

First, the analysis identifies two divergent cost-recovery regimes as exemplified above. In
the Hungarian example, this operates under a politically constrained tariff model, where tariffs
have been frozen and reduced since 2012-2013.73* This limits the cost recovery beyond basic
operation and maintenance. Romania, by contrast, follows a compliance-driven model, where
tarifts have increased progressively to support infrastructure development, while relying
heavily on external funding for capital investment, through PNRR and EBRD.** As the plan
of PNRR itself states, the “Green transition” pillar includes measures aimed at strengthening
the regulatory framework for sustainable management in the water and wastewater sector.
Water governance is not treated here as an isolated regulatory field, but as part of a wider

transformation.>>>

333 Act CLXXXIX of 2012 on the amendment of certain laws related to public utility services (Hungary); Act LIV
of 2013 on the reduction of utility costs (Hungary).

534 European Bank for Reconstruction and Development (EBRD) (2025) Romania Country Strategy 2025-2028,
London: EBRD; see also EBRD Project Database, e.g. water and wastewater infrastructure project (Hunedoara.
335 European Parliamentary Research Service (EPRS) (2025) Romania's National Recovery and Resilience Plan:
Latest state of play, Next Generation EU (NGEU) delivery — How are the Member States doing? Author: Marin
Mileusnic. PE 733.641, September.
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This reflects different political approaches to tariff governance, as one has a centralised
price control and the other has regulatory and EU-driven adjustment.

Second, these models produce opposing financial sustainability risks, as shown. In
Hungary, tariff suppression limits revenue and at the same time undermines long-term cost
recovery, risking an infrastructure deterioration in the long run. In Romania, high levels of
investment, which are largely financed through EU funds and international loans, are creating
structural dependence on external funding cycles, as exemplified in the EBRD and PNRR. This
creates a different approach as Hungary internalises financial pressure through underpricing,
while Romania externalises it through reliance on external finance. Internal versus external
financial methods can be observed here. Same problem with opposing solutions from the two
examined countries.

Third, the affordability strategies differ across the examined countries. Hungary prioritises
affordability through low tariffs, ensuring short-term social acceptability, but without targeted
social instruments that can create long-term sustainability and affordability issues. While
Romania accepts rising tariffs as a condition of investment and compliance, it increases the
burden on lower-income households.’*® Affordability is thus managed through price
suppression in Hungary and absorbed through household expenditure in Romania. Both
examples hold underlying problems for the long-term affordability of the water service.

Fourth, different governance—finance configurations can be seen in the two countries.
Hungary combines local utility structures with strong central control over tariffs, which limit
financial autonomy and flexibility. While Romania regionalised and strengthened its regulatory
frameworks so it can access EU funding, it has not resolved the preexisting financial
vulnerabilities. Governance arrangements, therefore, directly shape financial capacity and
system performance in both of the examples.

The financial risks are allocated differently across time and social groups in these
examples. Hungary defers financial pressure into the future through underinvestment, while
Romania absorbs it in the present through higher tariffs, external investment and borrowing
from the EU. Political prioritisation rather than technical necessity is the drive in these
examples.

Putting aside the differences, we can argue that both have the same structural challenges.

EU law, particularly the cost-recovery principle under the WFD, requires the financing of these

336 World Bank (2018), Romania Water Diagnostic Report: Moving Toward EU Compliance, Inclusion, and Water
Security (Revised).
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obligations, but does not determine how these costs are distributed. National governance
frameworks, as in Hungary and Romania, therefore mediate the balance between tariffs, public
funding, and social protection, but with slight differences. The core problems are the same for
both countries, but how they tackle them is interesting to exemplify.

Hungary and Romania represent two incomplete responses to the same problem, without
a clear winner. Hungary prioritises affordability at the expense of long-term sustainability,
Romania prioritises investment at the expense of social equity. The comparison can confirm
that the resilience of water services depends less on ownership structures and more on how
governance systems allocate financial responsibility across time, institutions, and society. Both
examples demonstrate that the same problem can be approached from different angles and

addressed through different tools. However, neither produces a fully satisfactory outcome.

VII. Comparative Contrasts
1. Hungary and Romania

Before turning to the comparison structure with other countries, it is useful to briefly situate
the two systems in structural terms, to further understand the country's motives in choosing the

model and the outcomes of the changes allocated in these throughout the years.

|Categ0ry || Key Insight |

National regulator (HEA/MEKH) oversees the sector, alongside the consumer

Regul . .
egulatory structure protection authority.

| Legal framework || Governed by Act CCIX of 2011 on water utility services |
| Tariff authority || Tariffs are centrally regulated by the national authority. |
Governance model Predominantly public system; no privat.e direct or delegated management in
practice
| Service responsibility || Public ownership and responsibility at the municipal or state level |
Performance & Regulator monitors service quality; consumer protection authority oversees
accountability billing and user-related issues.
| Financing logic || Price-cap regulation with no regular tariff updates (highly controlled system) |
| Public vs private role || Exclusively public ownership of infrastructure and service provision |

Social protection

(affordability) Limited formal affordability mechanisms; public subsidies exist

Near-universal access to water services (approx. 100%) and high wastewater
coverage

Access & infrastructure

| System efficiency || Moderate non-revenue water levels (approx. 21%)

Table 7. Detailed governance in Hungary®>’

337 Author’s own table based on: Act CCIX of 2011 on water utility services (Hungary); MEKH (n.d.) Sector
Reports; OECD (2015b) The Governance of Water Regulators; EurEau (2017) Europe s Water in Figures; OECD
(2026) Water Governance for Climate Resilience in Hungary.
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I Category H Key Insight |

| Regulatory structure || National regulator ANRSC oversees the sector’ |
Governed by Law No. 241/2006 (water services) and Law No. 51/2006 (public
Legal framework o
utilities)
| Tariff authority || Tariffs approved jointly by the regulator and local authorities |

Mixed system: public direct, public delegated (regional operators), and limited

Governance model .
v private delegated management

Multi-level governance: local authorities, inter-municipal associations (ADI), and

i ibilit s
Service responsibility the regulator share responsibilities

Performance & Quality indicators defined by the regulator but mainly monitored at the local/ADI
accountability level (fragmented accountability)

Cost-plus tariff model with annual inflation adjustments and investment

Financing logic . .
£108 consideration

Regionalisation model with ~43 regional operators alongside hundreds of small

Market structure
local systems

Predominantly public system; limited private participation (e.g. Bucharest, Ploiesti

Public vs private role .
concessions)

Lower access levels (approx. 69% water, 53% wastewater) and significant

Access & infrastructure .
infrastructure gaps

| System efficiency || High non-revenue water (approx. 46%), indicating inefficiencies
538

Table 8. Detailed governance in Romania

The tables above are necessary to enable the comparison with the selected countries, as
they follow the same logic and overall structure. What can be observed, from the get-go, is that
the comparison makes the divergence more visible in how the systems actually function. In
Hungary, decision-making is pulled towards the centre, and Romania operates within a
fragmented structure, where responsibilities are shared and not always clearly held by anyone
in particular.

So the difference is not really about ownership, both systems are, in the end, public. It is
more about how they deal with the same constraint.

Furthermore, the comparison of Hungary and Romania with the selected Western
European countries, below, is methodologically relevant because it combines the most similar
and the most different case designs. While Hungary and Romania provide a controlled basis
for identifying the differences within comparable structural conditions, the inclusion of
Western European models introduces a more functional variation in ownership, regulation, and

financing. In this case, we move beyond regional specificities, and we can test whether

338 Author’s own table based on: Law No. 241/2006; Law No. 51/2006; ANRSC (n.d.); World Bank (2018),
Romania Water Diagnostic Report: Moving Toward EU Compliance, Inclusion, and Water Security (Revised);
EurEau (2017) Europe s Water in Figures: An Overview of the European Drinking Water and Wastewater Sectors,
280. European Water Regulators (WAREG) (2022) ‘Governance of the Romanian water and wastewater
industry’.
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governance structures, rather than ownership forms, can better explain the resilience and

performance of water services across different European contexts.

2. France

| Category H Key Insight I

No dedicated water regulator; ministries set standards, municipalities ensure

Regulatory structure implementation

| Tariff authority || Tariffs approved at the local (municipal) level |

Full flexibility: public management, delegated public management, and delegated

Governance model . .
private management coexist

. - Municipalities are legally responsible for water supply, wastewater, and service
Service responsibility P gally resp PPy

quality.
Performance & National performance indicators; municipalities must report annually; private
accountability operators must publish service quality reports
| Financing logic || Tariff-based system with local control and oversight |

Social protection
(affordability)

| Access & infrastructure || Near-universal access (100% wastewater connection; minimal deprivation) |

Progressive tariffs, solidarity funds, and public subsidies exist

Table 9. Governance, Ownership and Financing Model of Water Services in France’*®

In France, water supply and wastewater services developed through a model which is often
connected to privatisation, but which is more precisely based on the délégation de service
public (DSP). Under this system, municipalities can provide water services directly or delegate
their operation to private companies, while the infrastructure itself remains publicly owned.*
Therefore, this is not privatisation in the classical sense, where public assets are sold to private
companies. Even where a private company operates the service, the water infrastructure
remains in public ownership.>*!

Municipalities have the main responsibility for organising water supply and wastewater
services. They can provide the service themselves or transfer its operation to a private operator
through a contractual arrangement. However, the ownership of the infrastructure remains with
municipalities, inter-municipal entities or other public bodies. This separation between
ownership and operation is one of the most important characteristics of the French model.

The level of responsibility transferred to the private operator depends on the type of

contract. In some arrangements, private companies can have a broader role in the construction,

339 Author’s own table based on: OECD (2015b) The Governance of Water Regulators; République Francaise,
Code général des collectivités territoriales; International Economic Forum (ifo Institute) (2007) Private sector
participation in water infrastructure, CESifo DICE Report 2/2007.

340 Wackerbauer (2007), p. 102.

341 Lime, C. (2015) ‘Turning the page on water privatisation in France’, in Kishimoto, S., Lobina, E. and Petitjean,
O. (eds.) Our Public Water Future. Amsterdam: TNI, p. 59.
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financing and operation of infrastructure over a longer contractual period. In others, only the
operation of the existing infrastructure is delegated. In practice, the affermage, or lease-type
model, became particularly important. Under this arrangement, the private operator manages
the service and collects revenues, while the main responsibility for infrastructure investment
remains with the public authority. Contract periods also became shorter over time, with an
average duration of around 11 years since 1998.54?

The French model is therefore different from the Anglo-Saxon form of privatisation, where
ownership of water infrastructure can be transferred to private companies. In France, public
ownership remains, while private companies can take responsibility for the everyday operation
of the service. Since 1993, these contracts have also been subject to competitive tendering
requirements.>* Contractual delegation has nevertheless remained an important element of
French water service provision.>**

Another important part of the French system exists above the level of individual water
utilities. Since the first Water Law of 1964, water management has been organised around river
basins.>* Each major basin has a Comité de Bassin and an Agence de I’Eau. These institutions
bring together the state, local authorities, water users and other actors and participate in the
planning, financing and broader management of water resources.

The two institutions have different roles. The Comité de Bassin mainly functions as the
deliberative body at basin level, while the Agence de [’Eau has a more practical and financial
role. Water agencies collect charges connected to water abstraction and pollution and
redistribute these revenues towards infrastructure, environmental protection and other water-
related measures. This creates another financial layer next to the tariffs collected for the
provision of water services and follows, in particular, the user-pays and polluter-pays
principles.

From a governance perspective, France therefore represents an interesting middle position
between public and private provision. Water services are not fully privatised because the
infrastructure remains publicly owned. At the same time, important operational responsibilities
can be placed in private hands for several years. The formal ownership of the infrastructure

therefore does not necessarily tell us who has the most influence over the everyday operation

3% Lime (2015), p. 61.

43 Lime (2015), p. 60.

344 See also, OECD (2016) Agriculture and water policies: France country note.

35 Belenyesi, P. (2014) ‘Regulation of Water Services in the EU: Recent Modifications in the Hungarian
Regulatory Framework for Water Service Provision’, European Networks Law and Regulation Quarterly, 2014,
pp. 17-27.
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of the service. This becomes particularly important in longer contractual relationships, where
private operators can develop considerable technical knowledge and informational advantages.
Competition has also been a long-standing problem. Before the adoption of the Loi Sapin in
1993, delegation contracts could be renewed without effective competitive procedures, creating
important transparency concerns.>*® The introduction of mandatory competitive tendering was
intended to change this situation. However, formal competition did not automatically create a
strongly competitive market. In many tendering procedures only one or two companies
submitted offers, while incumbent operators were frequently able to retain their contracts.>*’

At the same time, a relatively small number of large companies, particularly Veolia, Suez
and Saur, continued to have a strong position in the French market.>*®

This shows another limitation of looking only at the formal rules. A competitive tendering
procedure can exist in law, but this does not necessarily mean that strong competition exists in
practice. Market concentration, experience and the information already held by existing
operators can influence the outcome. The French model is therefore better understood as a
delegated system, where public ownership exists together with a relatively concentrated private
operating market.

The financing structure is similarly mixed. Water services are financed mainly through
user tariffs, and the water bill remains the main source for covering operational costs and an
important part of infrastructure expenditure.>* However, the revenues collected through water
services do not remain with one actor. They are distributed between operators, local public
authorities and the water agencies, depending on the institutional and contractual arrangement.
Part of the revenues collected by operators is also transferred back to local authorities and can
be used for investment purposes.>*°

The Agences de [’Eau add another element to this financing model. Through abstraction
and pollution charges, they collect resources at basin level and redistribute them towards
infrastructure investments and environmental measures.*>! Local and regional public subsidies,
taxation and, to a smaller extent, EU funding provide additional sources of financing.>>? The

French system therefore does not depend on only one financial source. Tariffs remain at its

346 France (1993) Loi No. 93-122 du 29 janvier 1993, Journal Officiel, Art. 38.

347 Observatoire des DSP (no date) Synthéses de I'enquéte annuelle.

>4 Public Services International Research Unit (PSIRU) (2012) Amiért a vizszolgdltatas kézszolgdltatds: A
privatizacio mitoszainak leleplezése.

349 OECD (2015c¢) Water Resources Allocation: Sharing Risks and Opportunities; Unnerstall, (2007).

530 FP2E (2017) Public Water and Wastewater Services in France. Paris: BIPE/FP2E.

31 France (1964) Law No. 64-1245 of 16 December 1964.; Szilagyi (2019).

352 OECD (2015c¢) Water Resources Allocation: Sharing Risks and Opportunities.

128



centre, but they are combined with basin-level redistribution and different forms of public
support.

However, the sustainability of this model is also becoming more difficult. A financing
system based strongly on the volume of water consumed creates a contradiction when water
policy itself asks consumers to use less water. Lower consumption is environmentally
desirable, but it can also reduce the revenues of utilities while many of their costs, especially
infrastructure maintenance, remain fixed.>>* This can already be seen in the discussion around
Eau de Paris, where reducing consumption is an important policy objective. The problem is
therefore quite simple: if the system successfully encourages people to consume less water,
financing the service mainly through the amount of cubic metres sold becomes increasingly
difficult. In the longer term, the French model also has to find a way to finance infrastructure
and service provision without depending so strongly on increasing or stable water consumption.

Cost recovery is therefore present, but it is not stable or neutral. As Barraqué shows, “cost
recovery based on volumes sold turns any reduction of water consumption into a loss of
revenues for the water utility,” while operators are “frequently bound to increase water tariffs

to balance [their] expenditures with revenues.”>*

“In any case, the reality is ... like most water services in France and Europe, with the so-
called problem of ’price scissors': on the one hand, revenue from billing tends to decrease
because of lower water consumption; on the other hand, costs keep going up, mainly

because of new water treatment standards.”>>>

This creates a circular dynamic: lower consumption, while environmentally desirable,
weakens the financial balance of the service and may lead to higher tariffs, which in turn raises
affordability concerns, as “growing water rates generate problems of water affordability for the

poor. 99556

553 Petitjean, O. (2015) ‘Taking stock of remunicipalisation in Paris: A conversation with Anne Le Strat’ in
Kishimoto, S., Lobina, E., Petitjean, O. (eds.) Our public water future: The global experience with
remunicipalisation. Amsterdam—London—Paris—Cape Town—Brussels: Transnational Institute, pp. 66—76, p. 68.
554 Barraqué, B., Isnard, L., Souriau, J. (2017) ‘European urban water crisis: The management dimension’, La
Houille Blanche, (2), p. 28.

353 Petitjean (2015), p. 68.

336 Barraqué, Isnard and Souriau (2017), p. 28; Also this idea was developed in: Fitch, M., Price, H. (2002) Water
poverty in England and Wales. Report for the Chartered Institute of Environmental Health, published by the Public
Utility Access Forum, p. 45.
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Moreover, the prohibition of water disconnections for non-payment, introduced by the
Brottes Act (2013), strengthens the protection of access.’>’ However, this has been
accompanied by rising levels of unpaid bills, which may create additional financial pressure on
operators and potentially influence tariff dynamics.’>®

The French model, therefore, does not simply show public ownership with private
operation. It also shows the limits of a tariff-based financing model. “It is only since the mid-
2000s that there has been a significant trend towards a return of water and sanitation services
to public management. Public water management has been “gaining” about 1 per cent on
average every year since 2008 (in terms of population covered). Water remunicipalisation in
Paris, initiated in 2003 but not completed until 2010, was a flagship case in this regard and has
inspired other policy-makers.”>>

The evolution of French water governance since the 1960s is broadly consistent with the
OECD Principles, it still reveals important shortcomings and areas for improvement,
particularly regarding the impact of governance changes and the need for better indicators to
assess them.>® In this sense, the example of France is useful for our comparison, because it

shows that cost recovery can be formally respected while still producing social and financial

tensions.

557 France (2013) Law No. 2013-312 of 15 April 2013 (Brottes Act).

53 FP2E (2017).

39 Lime (2015), p. 62.

360 Barraqué, B., Barbier, R. and Laigneau, P. (2022) ‘Water Governance’, Water International, 47(2), pp. 160—
180.
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3. Germany

| Category || Key Insight |

No single national water regulator; responsibilities are shared across federal,
regional, and local authorities

Regulatory structure

| Tariff authority || Tariffs approved at the local level with oversight from competition authorities |
Governance model Mixed system: public direct, public deleggted, and private delegated management
coexist

| Service responsibility || Strong local/municipal responsibility for service provision |
Performance & Service conditions are defined locally; mandatory connection and use obligations
accountability exist under local statutes.

| Financing logic || Cost-based, locally determined tariffs with competition law oversight |

| Market structure || Highly fragmented sector with thousands of municipal utilities I

| Public vs private role || Predominantly public system, with limited but significant private participation |

Table 10. Governance, Ownership and Financing Model of Water Services in Germany*®!

In Germany, water services are mostly publicly owned, but the system is not centralised. The
responsibility is mainly at municipal level, although mixed and hybrid forms also exist. Water
and wastewater services are considered part of local public service obligations, or
Daseinsvorsorge. This means that cities and municipalities are responsible for providing these
services, but they also have the possibility to decide how they want to organise them.¢?

The system is therefore highly decentralised, with many local operators and different forms
of cooperation between municipalities. Municipalities can also work together through different
associations. Private actors can be involved as well, but this does not really change the basic
structure of the sector. Water infrastructure has very high fixed costs and it would make little
sense to build several parallel networks just to create competition. Because of this, real
competition remains limited and water supply operates mostly as a natural monopoly.>®

Public support for keeping water under public control is also quite strong. This could be
seen during the Right2Water initiative, which received considerable support in Germany.>**
Water is still strongly seen as a public good and as something that should not be too easily

exposed to normal market dynamics. This also explains why the role of municipalities remains

important.

561 Author’s own table based on: OECD (2015b) The Governance of Water Regulators; Bundeskartellamt
(Germany); EurEau (2017) Europe’s Water in Figures: An Overview of the European Drinking Water and
Wastewater Sectors.

362 Hecht, C. (2015) ‘German municipalities take back control of water’ in Kishimoto, S., Lobina, E., Petitjean,
O. (eds.) Our public water future: The global experience with remunicipalisation. Amsterdam—London—Paris—
Cape Town—Brussels: Transnational Institute, pp. 50-58.

563 Wackerbauer, J. (2006) ‘The regulation and privatisation of the public water supply and the resulting
competitive effects’, CESifo DICE Report, 4/2006, p. 42.

364 Tosun, J., Triebskorn, R. (2020) ‘Civil society and the governance of water services: German political parties’
reactions to Right2Water’, Water, 12, 743.
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Water governance itself is based on regulation, monitoring and longer-term planning.
Water quality and the ecological condition of water resources are regularly monitored, and the
purpose is not only to provide the service, but also to maintain the system and prevent its
deterioration over time.>®® This also follows the broader requirements of EU water law and
especially the Water Framework Directive.>®

At the same time, water infrastructure is very path dependent. Networks and treatment
facilities have long life cycles and high sunk costs. Once the infrastructure is built, it cannot
simply be changed when circumstances change. This makes adaptation more difficult,
especially in regions where the population is declining or where water demand is changing.>®’
Even if fewer people use the system, the same infrastructure still has to be maintained and
financed.

The National Water Strategy tries to respond to these problems by connecting
environmental protection, infrastructure and long-term planning. As it was noted from Astrid
Damerow (CDU/CSU), rapporteur, “financing is also unclear, and the progress of
implementation is difficult to measure”.>®® Having a strategy is one thing, but implementing
and financing the measures included in it is another.

Water services are financed mainly through tariffs, and these tariffs are expected to reflect
the costs of providing the service. This means that a large part of infrastructure and operational
costs 1s financed by the users through their water bills. From an EU law perspective, this is
connected to the cost-recovery principle of Article 9 of the Water Framework Directive.
However, the principle does not mean that every Member State has to organise cost recovery
in exactly the same way. In Commission v Germany, the Court of Justice also confirmed that
Member States have room to decide how this principle is applied within their own systems.>®’

But relying strongly on tariffs also creates problems. If infrastructure becomes more
expensive, or fewer users have to finance the same network, these costs eventually have to be

paid by someone. When the system is mainly tariff financed, a considerable part of this burden

365 Arle, J. et al. (2017) Waters in Germany: Status and Assessment. Dessau-RoBlau: Umweltbundesamt (German
Environment Agency).

366 European Parliament and Council (2000) Directive 2000/60/EC establishing a framework for Community
action in the field of water policy, OJ L 327, 22 December 2000, Art. 9.

57 Hiiesker, F., Moss, T., Naumann, M. (2011) ‘Managing water infrastructures in the Berlin-Brandenburg region
between climate change, economic restructuring and commercialisation’, Die Erde, 142(1-2), pp. 187-208.

38 Dods Political Intelligence Ltd. (2023) Guide to Germany’s First National Water Strategy, p. 5.

369 Case C-525/12, European Commission v Germany, EU:C:2014:2202, Judgment of 11 September 2014; In this
case The Commission wanted a broad interpretation, covering many types of water use, but Germany argued for
a narrower one, focused on supply and wastewater. The Court agreed with Germany and said that Article 9 does
not apply to everything automatically, and that Member States still have room to define how their system works.

132



can fall on consumers through their water bills. This opens another question about affordability
and about how these increasing costs should be distributed. Furthermore, stakeholders
emphasise that the implementation of new measures “will require significant costs that must
be distributed fairly across society”, and that municipalities need sufficient financial resources
to carry these responsibilities.>”

But what happens when this balance is disturbed in a disproportionate way?

Berlin is probably the most visible example. In 1999, the city partially privatised its water
utility. The idea was to introduce private capital into the system and also to improve efficiency,
which is usually one of the main arguments behind privatisation. However, the contracts
included guaranteed returns for the private investors. This meant that private actors entered the
system, but an important part of the financial risk remained with the public side.*”!

In the following years, water tariffs increased considerably. These increases were partly
connected to cost recovery and investment needs, but consumers were also paying for the
guaranteed returns of private investors.>’> Water bills were therefore no longer only about
covering the costs of the infrastructure and the service. They also included the costs created by
the privatisation arrangement itself.

This eventually created strong public opposition. A referendum in 2011 demanded more
transparency, and later Berlin bought back the private shares. The water utility returned to full
public ownership. But this was also not free. The shares had to be repurchased and the costs of
this process again had to be financed.>”® The Berlin example therefore shows that privatisation
did not remove public responsibility. It changed where the responsibility was placed for a
period, but in the end the public side still had to deal with the financial consequences.

Germany is now also facing another type of problem. Climate change, droughts, floods,
pollution and changing water availability are becoming more important for the water sector.
Moreover, Helmut Kleebank, rapporteur, underlined that: “The National Water Strategy is an
important start and a huge success in securing water as the basis of life for everyone. Last year's
summer drought, the Oder disaster, the accumulation of microplastics and multi-resistant
germs, as well as the flooding of the Ahr valley, made us aware of the importance of water for

central areas of our lives. These events show that the effects of climate change are already

370 Dods Political Intelligence (2023), p. 6.
571 Hecht (2015), pp. 50-58.
572 Hecht (2015), pp. 50-58.
573 Hecht (2015), pp. 50-58.
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being felt. This increases the pressure to act to find solutions to ensure the availability of water
as a resource.””’*

This is interesting because Germany is in a somewhat different position compared to
countries where basic infrastructure and access problems still dominate water policy. Many of
the basic elements of the system are already functioning, so more attention can be given to
what comes next. But this does not mean that climate adaptation will be easy. New
infrastructure, adaptation measures and environmental protection also need money. This again
brings the discussion back to financing, tariffs and the distribution of costs.

So the question is not only whether the German model works. The system has a relatively
strong basis, but this balance still has to be maintained. Infrastructure needs to be renewed,
municipalities need enough money, water bills still have to remain affordable, and at the same
time Germany has to prepare for climate change and possible changes in water availability. In
this sense, Germany faces many of the same questions as the other countries, but it starts from

a different position.

4. Portugal
| Category || Key Insight |
| Regulatory structure || National regulator ERSAR oversees water and wastewater services. |
| Legal framework || Sector governed by Decree-Law No. 194/2009 on municipal water services. |
| Tariff authority || Tariffs approved jointly by the regulator and local authorities |

Mixed system: public direct, public delegated, and private delegated

Governance model .
management coexist

Service responsibility Multi-level system combining national regulatory oversight with local service

provision
Performance & ERSAR monitors service quality and publishes annual benchmarking reports
accountability (RASARP)
| Financing logic || Tariff-based system with regulatory oversight and performance monitoring
Social protection Progressive tariffs, reduced VAT, income-based measures, and pre-
(affordability) disconnection procedures exist.

High but not universal access (approx. 92% water supply; 85% wastewater

Access & infrastructure .
connection)

Low non-revenue water levels (approx. 5%) indicate relatively efficient system

System efficiency performance

Table 11. Governance, Ownership and Financing Model of Water Services in Portugal®’

574 Dods Political Intelligence (2023), pp. 4-5.

575 Author’s own table based on: Entidade Reguladora dos Servigos de Aguas e Residuos (ERSAR) (Portugal),
regulatory framework and RASARP annual reports; Organisation for Economic Co-operation and Development
(OECD) (2015b) The Governance of Water Regulators; EurEau (2017) Europe’s Water in Figures.
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In Portugal, water services are, at their core, a municipal responsibility. This is not just a formal
allocation of competence, it actually shapes the whole system. Municipalities decide on
investment, pricing, and even access. This raises the question of how far decentralisation can
go before it starts affecting consistency and financial sustainability across the system.

Moreover, ownership and operation are not the same thing in Portugal. Municipalities keep
responsibility, but they can organise service provision in different ways. Direct management
exists, either through municipal departments or municipalised services without separate legal
personality, which remain closely tied to the municipality itself.>”®

Moreover, management can also be delegated, either to public entities or through
partnerships between the central state and municipalities, often involving Aguas de Portugal.>””
This already creates a more complex structure, where responsibility is public, but operation
becomes shared.

There is also the concession model, where services are transferred to private operators.
Legally, this is framed as a classic concession, but in reality, the distinction is less clear. Water
services are a natural monopoly, so the “risk” transferred to private actors is questionable. In
practice, these concessions often resemble delegation models rather than true market-based
arrangemen‘[s.578

Portugal does not move from public to private, but rather layers different operational
models on top of a fundamentally public system.

From a governance perspective, this is reinforced by the presence of an independent
regulator, ERSAR, which exercises structural, behavioural and economic regulation.’” The
system is therefore decentralised in ownership, but centralised in oversight.

The legal framework formally recognises three models: direct management, delegated
management and concession.’®® However, the real issue is not the existence of these models,

but how they perform. In Portugal, corporatised models tend to be more efficient, mainly

576 Portugal (2012) Law No. 50/2012 of 31 August on the legal regime of local business entities and municipalised
services; Portugal (2009) Decree-Law No. 194/2009 of 20 August establishing the legal framework for municipal
water supply and wastewater services.

377 Portugal (2009) Decree-Law No. 90/2009 of 9 April regulating partnerships between the State and local
authorities; Portugal (2009) Decree-Law No. 194/2009 of 20 August establishing the legal framework for
municipal water supply and wastewater services.

378 Portugal (2009) Decree-Law No. 194/2009 of 20 August establishing the legal framework for municipal water
supply and wastewater services; Arnold, C. A. (2005) ‘Privatisation of public water services: The state’s role in
ensuring public accountability’, Pepperdine Law Review, 32(3), p. 597.

579 Portugal (2014) Law No. 10/2014 of 6 March approving the Statutes of the Entidade Reguladora dos Servicos
de Agua e Residuos (ERSAR), Arts. 1 and 5.

380 portugal (2009) Decree-Law No. 194/2009 of 20 August establishing the legal framework for municipal water
supply and wastewater services, Arts. 7 and 14.
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because they introduce managerial autonomy and reduce political interference.’®' Because,
where private actors are involved, the State remains responsible. Outsourcing does not remove
public obligations.’®? This is essential for our study, because it confirms that governance, not
ownership, carries the legal burden of ensuring access and sustainability.

In Portugal, the financial structure follows the logic of EU water law quite closely. The
system is built around cost recovery, which is explicitly recognised as a central principle of
pricing policy.’®?

Tariffs are expected to cover:

- Infrastructure investment

- Maintenance and renewal

- Operational costs

- Broader financial equilibrium of the service.

This includes a clear expectation that investments in expansion and modernisation should
be recovered within a reasonable period.*

Moreover, tariffs are not neutral. They are designed to vary according to consumption,

which introduces both an efficiency logic and a behavioural one. Higher use leads to higher
costs, reinforcing the idea that water is an economic good.
But this is exactly where an additional tension can be observed, as Portuguese law does not
treat water purely as an economic resource. It also explicitly recognises its social value,
requiring universal access at a socially acceptable cost.’®> Tension between water as an
economic good (cost recovery, efficiency, polluter pays) and water as a social good
(accessibility, universality). These two logics are not reconciled; they coexist in the Portuguese
legal landscape.

The main corrective mechanism is the social tariff, introduced by Decree-Law

147/2017.3% Its purpose is not to make water free, but to ensure that tariffs do not exclude users

381 ERSAR (2024) Relatério anual dos servicos de dguas e residuos em Portugal (RASARP); Gongalves, P.C.
(2013) “Ensaio sobre a boa governagdo da administracdo publica a partir do mote da “New Public Governance™’
in O governo da administragdo publica. Coimbra: Almedina, p. 20.

582 Arnold. (2005), p. 597; Langford, M. (2005) ‘The United Nations concept of water as a human right’,
International Journal of Water Resources Development, 21(2), pp. 274-275.

383 Portugal (2008) Decree-Law No. 97/2008 of 11 June establishing the economic and financial regime of water
resources, Art. 21.

58 Portugal (2009) Decree-Law No. 194/2009 of 20 August establishing the legal framework for municipal water
supply and wastewater services; Portugal (2005) Water Law (Law No. 58/2005 of 29 December).

385 Portugal (2005) Water Law (Law No. 58/2005 of 29 December), Att. 3(1)(a).

386 Portugal (2017) Decree-Law No. 147/2017 of 5 December establishing the legal framework for the social tariff
for water services.
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from access. In fact, the system is quite clear on this point, as the obligation of the State is
affordability, not free provision.

This is where the model becomes fragile. Social tariffs depend on municipal
implementation, which means that access conditions can vary. So again, decentralisation
reappears as a structural issue, this time on the financial side.

Moreover, there is a clear limit to the social measures, as these cannot undermine cost
recovery. Cross-subsidisation cannot go so far that it affects the sustainability of the system as
a whole. Moreover, social tariffs are still not widely applied in Portugal. Because their
introduction is left to municipalities, local autonomy ends up shaping access in practice.’®’
What exists at the national level as a guarantee becomes uneven on the ground, depending on
local choices rather than a uniform standard.

Portugal does not really resolve the core contradiction of EU water law, it just lives with
it and manages it in practice. Cost recovery is there present, but it is constantly adjusted.
Affordability is protected, yet always within limits, never to the point of risking the system's
financial stability. Ownership remains public, at least formally, while governance slowly
becomes more mixed, more layered, sometimes harder to read.

What emerges is not a fully coherent model, but rather an ongoing balancing act, one that
relies heavily on how municipalities perform and how effectively the regulator can hold the

system together.

387 Constitution of the Portuguese Republic (1976), Art. 6(1).
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5. Italy

Category || Key Insight |

National regulation is led by ARERA, alongside local governing bodies
(EGAS/EGATOs) in a multi-level system.

Tariff methodology is set by ARERA, while local government bodies (EGAs) play
a role in planning and implementation.

Regulatory structure

Tariff authority

Regulatory period H The regulatory period is four years, with a planned two-year update. |

Italy combines public direct management, delegated public management, and

Governance model PPP/private participation.

Water service governance is shared between the national regulator and local

Service responsibilit .. . o
V! PONSIHIILY authorities, with strong territorial involvement.

Performance & ARERA regulates technical quality and publishes aggregated annual performance
accountability information; service quality is also shaped locally.

Tariffs are linked to business plans, investments, and cost recovery through a

Financing logic regulated framework.

Social protection

(affordability) Italy has a social water bonus and broader affordability tools for vulnerable users.

Future billed volumes are primarily based on past consumption, with ex post

Demand planning balancing mechanisms in tariff regulation.

Table 12. Governance, Ownership and Financing Model of Water Services in Italy®®®

The Italian water sector is often presented as a debate about privatisation, but this framing is
misleading. The Italian experience shows that the system is not defined by a simple public—
private divide, but by an ongoing attempt to balance public ownership with regulatory
governance and financial sustainability.

From a formal legal perspective, ownership of water in Italy is unequivocally public. The
Consiglio di Stato, in 2003, recognised that: “[w]ater is to be considered as an essential
component of the natural ecosystem that needs protection in a long-term perspective, with
special attention to water resources fit to human consumption”.”®® Moreover, the
Environmental Code establishes that “all surface waters and groundwaters... are publicly-
owned” and must be protected according to principles of solidarity.>*° This reflects a shift away
from viewing water as a resource for exploitation towards understanding it as an environmental

asset and a condition for life itself, *°!

588 Author’s own table based on: Autorita di Regolazione per Energia Reti e Ambiente (ARERA) (Italy) (2024)
Annual Report Summary; ARERA tariff methodology 2020-2023; OECD (2015) The Governance of Water
Regulators; EurEau (2017) Europe’s Water in Figures.

38 Armeni, C. (2008) The Right to Water in Italy. Geneva: International Environmental Law Research Centre
(IELRC), p. 2.

390 Italy (2006) Legislative Decree No. 152/2006, Art. 144.

¥1 Boscolo E. (2021) ‘Water Resources Management in Italy: Institutions, Laws and Approaches’ in De Carli A.,
Massarutto A., Turrini P. and Pertile M. (eds.) Water Law, Policy and Economics in Italy: Between National
Autonomy and EU Law Constraints. Cham: Springer, pp. 105-137, p. 106.
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At the level of service provision, however, the picture is more nuanced. The Galli Law>%?
reorganised the sector by introducing the integrated water service and moving away from
fragmented municipal management. While ownership formally remained public, service
provision was increasingly entrusted to corporatised entities operating under private law, even
when fully publicly owned.***

To better understand this distinction, the Italian scholars emphasise that water as a natural
resource, water as a human right, and the water service itself do not belong to the same category,
but represent distinct legal and economic realities.’** The relevant object of regulation is not
water in the abstract, but the service: infrastructure, networks, treatment systems, and their
management.>®> In this sense, the Italian case avoids the simplistic opposition between “public
water” and “private water”. Despite political debates on privatisation, the sector remains largely
in public hands. Most operators are publicly owned or controlled, including in-house
companies and mixed-capital utilities with public majority ownership. The real issue is
therefore not privatisation as such, but whether publicly owned operators are organised with
sufficient managerial and financial capacity to deliver the service.>®
In the governance structure of the Italian water sector we can observe a change from political
control to regulatory governance. The Galli reform introduced a separation between political
responsibility and service provision, combined with territorial restructuring through optimal
territorial areas (ATOs).*”” This aimed to overcome fragmentation and introduce economies of
scale.””

However, the system evolved from a fragmented two-level structure to a more centralised
regulatory model, although fragmentation and inconsistency remain persistent features.’”’
Institutionalisation®’ has been described as incomplete and contradictory, with governance

arrangements constantly shifting between consolidation and reorganisation.%"!

32 Ttaly (1994) Law No. 36/1994.

33 Citroni G. and Lippi A. (2021) ‘The Permanent (De-)Institutionalisation of Multi-level Governance of Water
Services in Italy’ in De Carli A., Massarutto A., Turrini P. and Pertile M. (eds.) Water Law, Policy and Economics
in Italy: Between National Autonomy and EU Law Constraints. Cham: Springer, pp. 289-309, p. 293.

394 De Carli, A., Massarutto, A., Turrini, P. and Pertile, M. (eds.) (2021) Water Law, Policy and Economics in Italy.
Cham: Springer.

395 Massarutto, A. Ermano, P. (2013) ‘Drowned in an inch of water’, Utilities Policy, 24, pp. 20-31.

3% Boscolo (2021), p. 122.

397 Citroni and Lippi (2021), pp. 297-298.

598 Citroni and Lippi (2021), p. 298.

39 Citroni and Lippi (2021), p. 304.

600 Selznick, P. (1949) TVA and the grass roots. Berkeley: University of California Press; Powell, W. W.,
DiMaggio, P. J. (1991) The new institutionalism in organizational analysis. Chicago: University of Chicago Press.
601 Massarutto, A., Antonioli, B. and Ermano, P. (2013) ‘Assessing the impact of water service regulatory reform
in Italy: A multidimensional approach’, Water Policy, 15, pp. 1046—1063.
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A key development was the creation of an independent regulatory authority, ARERA, in 2012,
which sets the tariffs, monitors performance, and ensures both efficiency and user protection.®*?
Its function is not to promote competition in a traditional sense, but to guide operators in a
context of natural monopoly. In this sense, “regulation is not meant to protect competition...
rather, it aims to drive operators towards greater efficiency”.®®® Here, the governance is no
longer based primarily on ownership or direct political control, but on regulatory mechanisms
that define performance, investment obligations, and service standards. Moreover, the Italian
experience shows that regulatory governance remains dependent on institutional capacity and
political context. Weak regulatory bodies, fragmentation at the local level, and conflicts
between state and regional competencies have limited the system's effectiveness.®** The Italian
case also shows that financing cannot be separated from affordability and access to water.
Tariffs need to provide sufficient revenues for the operation and maintenance of the service,
but at the same time, they cannot make access to water unaffordable for consumers. In this
sense, the protection of a minimum level of water consumption shows how tariff regulation can
go beyond the simple recovery of costs and can also serve a social function.®%

Naples was the first city to move towards re-municipalisation of the water service. This
change was not accidental. It came at a very specific political moment: Luigi de Magistris was
elected mayor in May 2011, just weeks before the “public water” referendum, at the peak of
the public water movement, in which he was himself actively involved.®®® But it did not
fundamentally change ownership; it weakened organisational and financial structures. The
governance tools intended to increase participation mostly stayed on paper. In practice, they
did not really change how decisions were made, and more importantly, they failed to address
the real issues of investment and service quality.®®” This suggests that public ownership alone
does not ensure effective governance; without institutional capacity, it may lead to
fragmentation and instability.

More broadly, the Italian case reflects a hybrid model of governance. Water services

operate within a “world of hybrids”, combining elements of public control, corporatisation, and

602 Boscolo (2021), p. 109.

603 Boscolo (2021), pp. 108-109.

604 Massarutto and Ermano (2013), pp. 20-31.

605 Novaro, P. (2019) ‘La reforma de la tarifacion de los servicios urbanos del agua para los usuarios domésticos
en Italia: minimo vital y derecho de acceso universal al agua potable’, in Navarro Caballero, T. M. (ed.), Los
servicios urbanos del agua: derecho humano al agua, asequibilidad y recuperacion de costes, Pamplona:
Aranzadi, pp. 235-248.

606 Citroni and Lippi (2021), p. 301.

607 Citroni and Lippi (2021), p. 301.
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regulatory oversight.%®® This hybridity is not a transitional phase, but a structural feature of
modern water governance.

The financing structure of the Italian water sector is based on the principle of cost recovery,
aligned with the requirements of the Water Framework Directive. Tariffs are designed to cover
operational costs, investment needs, and increasingly also environmental and resource costs.*”
This represents a clear departure from traditional tax-based financing, as the system relies
primarily on user payments. This can reflect the idea that water services, while serving a public
function, must be financially sustainable. As noted in the literature, water pricing acts as a
“prism through which the values involved can take on a tangible form”.5!°

The financing of the Italian water sector is one of the most important parts of the reform
process started by the Galli Law, Law No. 36/1994, which was later continued through the
Environmental Code, Legislative Decree No. 152/2006, and then strengthened by ARERA’s
regulatory powers from 2012. The aim was to move the integrated water service away from
dependence on the public budget and to create a more autonomous and financially self-
sufficient water industry. This was linked not only to national fiscal pressure, but also to EU
requirements, especially the Water Framework Directive and the principle of full cost recovery.
The financial equilibrium and access to market-based finance became dominant objectives of
water pricing.®!! This meant that tariffs had to increase because investment needs were
growing, especially for ageing infrastructure and environmental compliance. Still, Italian water
prices remained relatively low compared to other European countries, and average expenditure
was generally below affordability thresholds.®'? Full cost recovery can help finance
investments, but if all these costs are simply transferred to users, water can become harder to
afford over time. This is why the role of ARERA is so important. Tariffs are no longer just
about covering costs; they are also used to guide investments, improve service quality, protect
users, and introduce social measures, such as progressive pricing and the water bonus.®!'
Moreover, the Italian case shows that financing water services is not only a technical tariff
question, but a political and social balancing exercise. Decades of insufficient investment have

led to deteriorating infrastructure, high network losses, and uneven service quality. The system

still struggles to generate the level of investment required for modernisation. Public operators

698 Barraqué, Isnard and Souriau (2015).

609 Boscolo (2021), p. 121.

%10 Travi, A. (2014) ‘La disciplina tariffaria nel servizio idrico integrato’, Rivista della regolazione dei mercati,
2014(1), pp. 314-326.

11 Massarutto (2021), p. 396.

612 Massarutto (2021), p. 396.

613 Massarutto (2021), p. 396.
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are often constrained by tight budgets and political pressure to keep tariffs low, while private
investors remain cautious due to regulatory uncertainty and relatively low returns.®'
Ultimately, the Italian experience suggests that the main issue lies not in ownership, but in

the practical effectiveness of governance, regulatory frameworks, and financing mechanisms.

6. England and Wales
| Category || Key Insight |
I Regulatory structure H Independent regulators: Ofwat (England & Wales) |
| Legal framework || Governed by Water Industry legislation |

Charges set by water companies within Ofwat's price-control and charging

Tariff authority framework

Mixed system: private model (England & Wales) and public delegated model

Governance model (Scotland, Northern Ireland)

| Service responsibility H Services provided by regulated operators; public ownership retained just in Scotland|

Performance & Strong monitoring framework; minimum service standards enforced through
accountability compensation mechanisms and performance reporting
| Financing logic H Revenue-cap (England & Wales) |

Predominantly private provision in England & Wales; public operator (Scottish
Water) in Scotland

Table 13. Governance, Ownership and Financing Model of Water Services in England and Wales

Public vs private role

615

The water industry in England and Wales is often cited as the most developed example of

full privatisation in Europe. Over more than three decades, this model has generated significant
debate regarding its economic, social and environmental outcomes.
Historically, the importance of water and sanitation was recognised early on. In the 1850s, John
Snow traced a cholera outbreak to a contaminated water pump in London, as the role of water
quality in public health became more prominent.®'® However, the privatisation of water services
since the late 1980s represents a fundamental shift from public provision to a market-based
model.®!

In this context, privatisation involved the transfer of publicly operated monopolies to
private companies. This model is characterised by full privatisation, as ownership of

infrastructure, including pipelines, wastewater treatment facilities and water resources, was

614 De Carli, A., Pertile, M., Massarutto, A. and Turrini, P. (2021) ‘A View from Within: Concluding Remarks’, in
De Carli, A. et al. (eds.) Water Law, Policy and Economics in Italy. Cham: Springer, pp. 493-502, p. 499.

615 Author’s own table based on: OECD (2015) The Governance of Water Regulators; EurEau (2017) Europe’s
Water in Figures; Ofwat and Water Industry Commission for Scotland — roles in tariff-setting, monitoring and
performance reporting; Water Industry Act 1999; Water Industry (Scotland) Acts 2002 and 2005; Water Resources
(Scotland) Act 2013.

616 Buse, K. and Bayliss, K. (2022) ‘England’s Privatised Water: Profits Over People and Planet’, BMJ, 378,
02076.

17 Wackerbauer (2007), p. 102.
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transferred to private, vertically integrated regional monopolies.’’® Ten main water and
sewerage companies were established in this way, and their shares were sold on the open
market, alongside a number of smaller water-only companies operating under the same
regulatory framework.

However, the system is subject to a regulatory structure, as independent regulatory
authorities oversee different aspects of the sector. The Environment Agency is responsible for
environmental regulation, including water abstraction and pollution control. The Drinking
Water Inspectorate ensures water quality standards, while the Office of Water Services (Ofwat)
acts as the economic regulator, setting price limits and monitoring company performance.
Prices are determined through a regulatory formula (RPI + K),*!° allowing companies to adjust
tariffs while ensuring a regulated rate of return.*

From a financing perspective, the system relies primarily on user tariffs, ensuring cost
recovery. However, this operates within a highly structured regulatory environment, where
investment decisions and service levels are not determined by market competition, but by
economic appraisal and regulatory oversight. As noted in the literature, “domestic customers
cannot choose their supplier, and hence there is no market mechanism to drive service levels,”
and instead, “the levels of service provided are subject to economic appraisal and adjudicated
upon by economic regulators”.5?!

Moreover, the system has developed into a highly financialised model. Water companies
have accumulated significant levels of debt, and a substantial share of revenues is directed
towards financing costs and shareholder returns. Estimates suggest that debt levels in the sector
have risen considerably, while dividend payments have remained high.®*?. In parallel, water
bills have increased since privatisation, placing pressure on household affordability,
particularly in the context of broader cost-of-living challenges.®*

As Hall denotes:

618 Wackerbauer (2007), p. 102.

619 The RPI + K formula allows water companies to adjust prices in line with inflation, where RPI (Retail Price
Index) reflects general price increases in the economy, and K is a regulator-set factor that accounts for investment
needs and efficiency targets, thereby limiting tariffs within a controlled framework.

620 Wackerbauer (2007), p. 102.

621 Metcalfe, P. (2022) ‘Valuing water and wastewater services in the UK’, Journal of Environmental Economics
and Policy, 11(1), p. 1.

622Bayliss, K., Mattioli, G. and Steinberger, J. (2021) ‘Inequality, Poverty and the Privatisation of Essential
Services’, Competition & Change, 25, p. 478.

623 Ofwat (2022) Cost of Living: Water Customers’ Experiences.
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“The financial costs are far lower in the public sector company.... In 2023-24 the financial
costs of the privatised water companies in England and Wales averaged 35% of total
revenue from consumer bills, whereas the financial costs of the public sector Scottish

Water amounted to just 8% of revenue from consumer bills”.52*

Also, “these financial costs mean that over one-third of customer bills pass straight through
the companies without being used for water and sewerage services”.%%

This raises important questions about the distribution of financial burdens within the
system. While consumers finance the service through tariffs, part of these revenues is directed
towards debt servicing and investor returns.®?® In this sense, cost recovery is achieved, but its
outcomes are shaped by the financial structure of the sector rather than by purely operational
needs.

Leakage is still a persistent issue, with significant volumes of water lost daily. Recent
government assessments of water resource performance also indicate ongoing challenges in
meeting efficiency and sustainability targets, reinforcing concerns about long-term resilience
and investment priorities.%?’

Compared with publicly owned systems, such as Scottish Water, they are often presented
as achieving similar or higher levels of investment while maintaining lower average charges.5?8
This does not necessarily imply that one model is inherently superior, or better.

The comparison between England, Wales, and Scotland shows something quite simple, but
it changes how we should think about the whole sector. Dividends are usually presented as
necessary to attract investment, yet in practice, they did not bring new equity into the system.®*
Instead, private companies reduced their equity and increased their debt, while still distributing
large amounts to shareholders. This points to something else: the system is not really built
around long-term infrastructure needs, but around maintaining financial returns. What is
interesting is that the public model, through Scottish Water, does not follow this logic, and still

manages to invest more, at lower cost, and with lower prices for users.®*° So the issue is not

simply whether a system is public or private, but what kind of financial logic it operates under.

624 Hall, D., Gray, C. (2025) Leaking Money, University of Greenwich (PSIRU), pp. 2-4.

625 Hall and Gray (2025), pp. 2-4.

626 National Audit Office (2020) Water Supply and Demand Management.

627 National Audit Office (2020) Water Supply and Demand Management.

628 United Nations General Assembly (2010) The Human Right to Water and Sanitation, A/RES/64/292.
29 Hall and Gray (2025), p. 4.

630 Hall and Gray (2025), p. 4.
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Overall, it can be said that full privatisation does not remove the need for strong regulation.

Even if ownership is in private hands, the system is still tightly controlled, and in many ways

it has to be. The same tensions remain there, between financial sustainability, efficiency and

social accessibility, just like in any other model, only the pressure between them feels stronger,

or maybe more visible.

7. Cross-Country Comparison

7.1. Comparative Overview of Water Service Systems in Selected European Countries

Key Structural

Public ownership

Highly flexible: public

Country Ownership Governance Model Financing Model
Feature
Exclusively public Highly centralised PI‘ICC—.CEIP regulgtlon Centralised, state-
Hungary (state/municipal) regulatory control * limited tariff controlled system
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Romania ||(local/regional), limited || + operators) + fragmented . with infrastructure
. . . funding dependence
private concessions oversight gaps
Hybrid system with

Locally set tariffs +

model in Scotland

France . direct + delegated strong social strong municipa !
(municipal) (public/private) instruments control and social
PUBCp tariffs
. . Highly decentralised, Cost-based local Extrem.e
Predominantly public . . fragmentation +
Germany .. e fragmented across tariffs + competition
(municipal utilities) . . strong local
thousands of local entities law oversight
autonomy
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PPP present) authorities) plans & A
. . iffs + .
Mostly public Strong national regulator kaegrzlcliiii:liirrtffs-% Regulatory-driven
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performance .
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England with an independent R .
(& Wales) (England & Wales), regulator (Ofwat) + public cap regulation linked || system with a dual
public (Scotland) to investment cycles || governance model

Table 14. Comparative Overview of Water Service Systems in Selected European Countries
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Table 15. Comparative Governance and Tariff Structures in European Water Services!

The tables above do not simply describe different national systems; they show that there
is no single way to organise water services within the EU. While all countries formally rely on
public authorities for responsibility, we still observe different outcomes.

What we can observe is that ownership tells us very little on its own. Most of the systems
are, in one way or another, publicly owned, yet they function in entirely different ways. The
real differences emerge in governance and financing: who sets tariffs, who controls the system,
and how investments are secured. Moreover, although cost recovery is formally recognised
across all cases, its application is uneven. Accountability and transparency are not simply there
in the system, they depend on how the system is actually put together.®*

Hungary represents the most restrictive model, where tariff-setting is centralised and
politically controlled, limiting both flexibility and financial sustainability. France moves in the
opposite direction, with strong municipal responsibility and a high degree of organisational
flexibility, allowing public and private operators to coexist within the same framework.
Romania sits somewhere in between, combining regionalisation with continued fragmentation

and a strong dependence on EU funding, which exposes the system’s structural vulnerabilities.

631 Author’s own table based on: OECD (2015) The Governance of Water Regulators; EurEau (2017) Europe’s
Water in Figures; EurEau (2020) The Governance of Water Services in Europe.

632 See more on sustainable financing and accountability: Panovics, A. (2023) ‘A fenntarthaté finanszirozas
felel6ssége — tjabb 1épések az Eurdpai Beruhdzasi Bank elszdmoltathatosaga érdekében’, Europai Jog, 23(4), pp.
30-36.
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Germany, despite its extreme fragmentation, operates within a stable legal framework because
regulation is embedded in broader legal and economic controls rather than concentrated in a
single authority. In Italy, the system is not defined by ownership, which remains largely public,
but by its multi-level governance structure. This creates a more structured approach to cost
recovery, but also a system that depends heavily on regulatory coordination.

Portugal is more clearly regulatory-driven than the other countries, with less emphasis on
ownership and more on regulatory discipline. This system relies on benchmarking and
performance monitoring. ERSAR also publishes information on municipal tariffs, including
which municipalities provide social and large-family tariffs, while also monitoring the
economic accessibility of water services. Governance mechanisms can operate across different
ownership and management models.

The inclusion of the United Kingdom (Focusing on England and Wales) as a country to
examine, despite its withdrawal from the EU, is essential. Moreover, as the UK system was
originally shaped under the same EU framework, including the application of the WFD before
Brexit, it does not come from a completely different starting point. Simultaneously, it allows
us to see how the model develops once it is no longer constrained by EU rules, especially in
how cost recovery and economic regulation are applied. In this sense, it shows the other side
of the coin, where a system is built around private operators and strong economic regulation.

What these differences ultimately show is that the key issue is not whether water is public
or private, but how the system is governed and financed. EU law may set common principles,
but it does not produce convergence in practice. Instead, national systems translate these
principles in very different ways. When it comes to balancing financial sustainability,

environmental obligations and social considerations, they differ in many ways.

7.1.1. What We Can Observe?

Water services in Europe remain predominantly under public ownership, but from our
standpoint, this alone explains very little. Across Hungary, Romania, France, Germany, Italy,
Portugal and the United Kingdom, the real differences do not lie in ownership itself, but in how
governance, financing, and regulatory control are organised in practice.

Hungary has a strong centralised model, as the 2011 Water Utility Services Act reorganised
the sector by introducing a central regulator and concentrating tariff-setting powers at the

governmental level.®** While private participation had previously existed in cities such as Pécs

633 Belenyesi (2014), p. 17.
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and Kaposvar, the contracts were terminated with Suez, returning water management to public
hands.®** However, this return to public control did not resolve the underlying tension between
affordability and financial sustainability. Tariffs have been politically constrained, effectively
weakening the logic of cost recovery and shifting the burden onto the state. This creates a
system that prioritises short-term affordability, but raises clear concerns regarding long-term
investment capacity.

The Romanian system, however, is regionalised, with tariffs based on cost recovery
principles and subject to regulatory approval. Yet this model remains dependent on EU funding,
showing its clear vulnerability. While formally aligned with EU requirements, the Romanian
system leaves limited room for flexible social correction, meaning that affordability concerns
are addressed less through tariff design and more through external financial support. In this
example, the EU orientation is both a strength and a weakness.

In France, public ownership at the municipal level coexists with a wide range of
governance models, including delegated management to private operators such as Veolia and
Suez.®** Moreover, France has experienced a clear trend of remunicipalisation, most notably in
Paris in 2010, after 35 years of private management.®*® This did not represent a simple rejection
of private actors, but rather a reconfiguration of control. The French model shows that cost
recovery is not applied in isolation, but embedded within a broader system that includes
redistribution mechanisms and social instruments. This creates flexibility, but at the same time,
other problems, such as reduced transparency.

Germany, on the other hand, presents a decentralised but stable system, where water
services are predominantly municipal. Although highly fragmented, it is supported by strong
legal frameworks, technical capacity, and long-term planning.®*’ Efficiency remains high, with
some of the lowest leakage rates in Europe, largely due to continuous reinvestment and

effective public oversight. Cost recovery works in a more disciplined way, but only because

634 Boda, Z., Scheiring, G., Lobina, E., Hall, D. (2008) ‘Hungary: Social policies and private sector participation
in water supply’ in Chavez, D. (ed.) Beyond the market: The future of public services. London: Routledge, pp.
178-202, p. 193; Public Services International Research Unit (PSIRU) (2012) Amiért a vizszolgaltatas
kozszolgaltatas: A privatizacio mitoszainak leleplezése, p. 3.

635 Hall, D., Lobina, E., Terhorst, P. (2013) ‘Re-municipalisation in the early twenty-first century: Water in France
and energy in Germany’, International Review of Applied Economics, 27(2), pp. 193-214; Public Services
International Research Unit (PSIRU) (2012) Amiért a vizszolgaltatas kozszolgaltatas: A privatizacio mitoszainak
leleplezése, p. 4.

636 Hall, Lobina and Terhorst (2013), p. X; PSIRU (2012), p. 4.

637 Public Services International Research Unit (PSIRU) (2012) Amiért a vizszolgdltatas kozszolgdltatds: A
privatizacio mitoszainak leleplezése.

148



the whole system is tightly structured around it. However, even here, we can observe that when
costs are pushed too far onto users, issues of legitimacy and affordability can emerge.

In Italy, even though public ownership dominates, the system combines corporatised
operators, independent regulation through ARERA, and tariff-based financing linked to
investment planning. Both privatisation attempts and remunicipalisation have not led to a clear
outcome, but rather to a system that is somewhat mixed, even inconsistent at times. What exists
now is a hybrid model. Moreover, frequent legal and institutional changes make long-term
investment difficult, and the fragmentation between national, regional and local levels often
weakens implementation. Cost recovery, in this context, does not operate as a strict rule but
more as a guiding idea, shaped and limited by political and social considerations.

In Portugal, the system formally relies on cost recovery, but it is continuously adjusted
through regulatory oversight by ERSAR and through municipal implementation. Social tariffs
exist, but their application varies. Portugal, therefore, does not resolve the tension between
affordability and financial sustainability, but rather manages it, mostly through
decentralisation, by shifting the problem to the local level.

The United Kingdom, particularly England and Wales, represents the most developed
example of privatisation. However, even here, water services do not operate in a competitive
market but as regulated monopolies under Ofwat supervision. Long-term evidence shows no
clear efficiency advantage compared to public systems, despite access to advanced
technologies. Instead, the system has become highly financialised, with significant portions of
tariffs directed towards debt servicing and shareholder returns.®*® Cost recovery is achieved,
but not always in a way that supports long-term investment or affordability. In this sense, the
UK model does not simplify the system, but rather makes its limits more visible.

Comparative studies, including those conducted by the World Bank, consistently show no
significant efficiency difference between public and private providers. What determines
outcomes is not ownership, but the strength and design of the regulatory framework. Where
regulation is weak or fragmented, private participation tends to lead to underinvestment, rising
costs, and loss of transparency.®*°

The comparison of countries shows that EU water law establishes a shared framework,

particularly through the WFD's cost-recovery principle. Hungary® limits cost recovery;

638 Bayliss, Mattioli and Steinberger (2021); Buse and Bayliss (2022); Wackerbauer (2007), p. 102.

639 Belenyesi (2014).

640 See also: Szilagyi, J.E. (2014) ‘A magyar vizik6zmii-szolgaltatok integracidja jogi nézépontbol’, Pro Futuro,
4(1), pp. 144-162; Szilagyi, J.E. (2016) ‘Current challenges concerning the law of water services in Hungary’,
Lex et Scientia, 23(1), pp. 70-82; Szilagyi (2018).
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Romania applies it more rigidly; France redistributes it; Germany stabilises it through
governance; Italy hybridises it; Portugal adjusts it; and England financialises it.

The tension between economic efficiency, environmental sustainability, and the right to
water is not really solved by any single model. It is handled through the system's design. In the
end, the key issue is not whether water services are public or private, but how control,
responsibility, and financial risk are actually shared within the system.

The question is therefore not how to completely eliminate this tension, because in many
ways this is not possible. Rather, the challenge is to recognise it and manage it in a way that
does not sacrifice either access and affordability on one side, or the financial and environmental

sustainability of the water system on the other.

7.2. Lessons Learned from the Selected Countries

What emerges from the comparison is not a single model to follow, but a set of tensions that
never really disappear. What we learn is that (1) changing ownership does little, (2) governance
is where systems hold or fail, (3) cost recovery never works in a pure form, (4) more money
does not mean better infrastructure, (5) instability slows everything down, (6) affordability
cannot be added later, and (7) the core tension remains no matter the model.

(1) The ownership of water services explains far less than it promises. Across all cases,
water services remain largely public, at least formally. Even in the United Kingdom, often
presented as the pure example of privatisation, the system does not function as a real market.
It is a tightly regulated monopoly under Ofwat. France shows something similar in a different
form, with public ownership coexisting alongside private operators like Veolia and Suez,
without fundamentally altering the public nature of the service. The other countries make the
same point from the opposite direction, because there, the ownership is predominantly public,
yet it does not automatically confirm the efficiency or stability of the system. What this
suggests is that changing ownership is often like changing the label on the bottle without
touching what is inside. Not a fix of the problem, but just a shift in how it appears, while the
underlying issues remain the same. Rather than a linear development, this follows waves of
change, where each new model builds on, but does not eliminate, the problems of the previous
one.

(2) The governance model of the water services is where the system either holds or starts
to slip. Germany shows what happens when governance is structured, technical, and relatively
insulated from short-term pressure. The system is fragmented, but it holds together because

rules, monitoring, and planning are consistent. France distributes governance across levels,
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creating flexibility, but also complication. Italy shows what happens when coordination
weakens, as the system does not collapse, but it struggles to move forward. Decisions are taken,
then reconsidered, then reversed, then modified. This creates a system that hesitates, and in
doing so, delays investment and reform.

(3) Cost recovery is never applied as cleanly as it appears on paper, as it is hard to grasp
and hard to incorporate without creating additional tensions. All systems formally rely on it,
especially under the logic of the WFD, yet in practice, it is constantly adjusted. France spreads
the costs more broadly, which softens their impact on users. Germany applies cost recovery in
a more disciplined way, but this works mainly because the system is stable enough to carry it.
Portugal keeps the principle, but adapts it through regulation and local implementation. Italy
makes it even clearer that cost recovery is not a strict rule but is adjusted over time. The United
Kingdom pushes this logic the furthest. Recovering costs does not necessarily improve the
service itself. A growing share of tariffs does not go into infrastructure, but into financial
structures. The principle is still there, but it is harder to see what it actually does. For example,
people pay more, but this does not always mean better pipes, better service, or real
improvements.

(4) The financialisation does not remove pressure on the water services, it redistributes it
elsewhere. In England, the system does bring in investment, but it also makes things more
complicated and creates long-term financial burdens. Italy reflects a softer version of this,
where instability discourages investment rather than over-financialising it. In both cases, more
money and financial arrangements are added on top, but the basic infrastructure problem is still
there. It is just dealt with in a different way.

(5) Stability should not be a luxury, but a condition for the system to function at all. Water
infrastructure operates over decades, and its resilience should be the basis. Italy shows what
happens when the legal and regulatory framework shift is too often apparent, because here the
investment can slow down, and even well-designed reforms struggle to take effect. On the other
hand, as a good example, in Germany, where stability is achieved, problems are not fixed by
it, but it gives the system time and space to deal with them. In this sense, water governance is
less about constant reforms and more about keeping things in balance. Once that balance is
lost, it is difficult, slow, and expensive to restore.

(6) Affordability is a main issue that needs to be addressed in water service provision. In
the French example, social considerations are built directly into the system, with tariffs and
redistribution working together. Portugal tries something similar but leaves more to

municipalities, leading to uneven outcomes. The England example shows the limits of a system
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in which affordability is not built into its structure from the start. What becomes clear is that
affordability cannot be added later. If it is not built into the system from the beginning, it
reappears as a problem somewhere else, through political pressure, non-payment, or delayed
investment.

(7) All five systems are trying to reconcile the same contradiction of the water treated as a
public good, and water services treated as capital-intensive infrastructure. One pulls towards
accessibility, the other towards financial discipline. None of the models resolves the tension.
France redistributes the tension, Germany stabilises it, Italy struggles to manage it, Portugal
shifts it to the local level, and the United Kingdom exposes it more evidently than the others.
In the end, the comparison does not really point to a solution, but to a limit. The system can be
pushed in one direction or another, but it cannot be pushed in all directions at the same time.
What comes out of this comparison is not a model we can copy, but a limit we cannot escape.
No system really resolves the basic contradiction of water. It is at the same time a public good
and a service that needs constant, expensive investment. If we push one side too far by keeping
prices low or ensuring full cost recovery, we will inevitably weaken the other. This means that
reform should not try to “solve” this tension, because it cannot be solved. It has to be managed,
and managed openly. Relying on one tool, like tariffs, is simply not enough. If costs are shifted
entirely to users, affordability becomes a problem. If they are not, the investment suffers. The
system needs correction mechanisms, such as social protection, public support, and other
sources of financing, to keep it in balance.

What we can say is that systems that are too centralised tend to lose flexibility. Systems
that are too fragmented struggle with coordination and accountability. What seems to matter is
the balance between central control and local space to respond to real conditions. In this sense,
the system does not evolve towards a solution, but moves through waves of adjustment, where
the problem is continuously reshaped, but never fully resolved.

The tension cannot be resolved because it is structural. Water is both a basic need and a

costly service, and the system cannot fully satisfy both logics at once.

7.3. The Case of Non-Payment in the Selected Countries

Article 9 of the WFD and the problem of non-payment are closely connected, as the provision
requires Member States to introduce pricing policies and move towards cost recovery, yet
remains silent on what to do when users cannot pay. It sets the direction, but it does not
determine the outcome. Costs should be recovered through tariffs, in practice, this cannot be

fully applied. If cost recovery is enforced strictly, it risks cutting people off from an essential
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service, as we will see below in some cases. Because of this, other Member States adjust the
system, and they introduce disconnection bans, social measures, or simply absorb the losses
through public funding. Whether the state, the operator, or other users react and cover the
payment is the real debate, and puts a division between how States truly view water service
provision as a right or as a service for users. And this is where the differences between systems
appear, not in ownership, but in how they deal with the limits of payment.

In countries like France®! and England,**? households cannot be disconnected from water
services in their main residence. This means that access is protected even in situations of non-
payment.®*> Moreover, these systems rely more on social tools, such as social tariffs or support
schemes, to deal with affordability problems. The approach is simple: the service continues,
and the system tries to adjust around the user.

646 allow disconnection

In contrast, countries such as Germany®**, Portugal®* and Romania
if bills are not paid, although certain procedures must be followed.%*’ In these systems, access
depends more directly on payment, and social protection is either limited or applied only in
specific cases. Romania is a clearer example here, where disconnection is legally allowed, and
social tariffs are not in place, reconnections can take time, even if the law allows some forms
of support. Here, operators are allowed to disconnect users if they fail to pay within 30 days.
Through court action, the debt recovery mechanism allows operators to deal with financial
difficulties more quickly.®*® This is followed by prior notification. In Romania, reconnection
to the system can also hinder the right to water. In Bucharest, only 27% of disconnected users
request reconnection, with an average reconnection time of around 66 days. In Constanta, the
average period between disconnection and reconnection is even longer, at about 89 days.%*

Hungary®° takes a slightly different path,%! as disconnection is allowed, but the operator

must still ensure a minimum amount (20 litres per person per day) of water for basic needs.

This creates a kind of compromise: the service can be restricted, but not entirely removed. Still,

1 France (2013) Law No. 2013-312 (Brottes Law).

642 United Kingdom (1999) Water Industry Act 1999.

3 EurEau (2016) Access to water and measures in case of non-payment, pp. 15, 42-44.

644 The legal framework is primarily contractual, based on general civil law and water supply contracts, supported
by public law under the Federal Water Act (Wasserhaushaltsgesetz, WHG). Disconnection for non-payment is
legally permitted, but social welfare authorities may intervene to cover costs for vulnerable households.

645 Portugal (1996) Law No. 23/96, as amended.

646 Romania (2006) Law No. 241/2006; Romania (2006) Law No. 51/2006.

%47 BurEau (2016) Access to water and measures in case of non-payment, pp. 16, 31-34.

648 Romania (2006) Law No. 241/2006, §32(1).

%9 EurEau (2016) Access to water and measures in case of non-payment, p. 33.

30 Hungary (2011) Act CCIX of 2011 on water utility services; Hungary (2013) Government Decree No. 58/2013,
minimum supply guarantees.

85! EurEau (2016) Access to water and measures in case of non-payment, pp. 18-19.
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without social tariffs, the system mainly relies on delayed payments or instalments, which do

6052 stands somewhere in between.

not really solve affordability issues in the long run. Italy
Disconnection is possible, but there are safeguards, a minimum supply in some cases, and a
developing system of social tariffs.®>* It shows a move toward a more balanced approach, even
if it is not fully consistent yet.

What becomes clear is that the main difference between countries is not ownership or
structure, but how they deal with governance and issues like people who cannot pay. Some
systems try to prevent exclusion from the start, while others allow it and then try to fix the

situation afterwards. It is at this point that legal guarantees are either upheld or exposed,

depending on whether water actually continues to flow.

52 Water services are regulated under national framework legislation and regulatory oversight by ARERA

(Autorita di Regolazione per Energia, Reti e Ambiente). Disconnection is permitted under regulated procedures,
but essential supply and vulnerable users are protected, and social tariffs for economically disadvantaged users
have been introduced since 2015.

653 EurEau (2016) Access to water and measures in case of non-payment, pp. 22-23.
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7.4. Explanation of Indicators
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Table 16. Indicators.®*

Where the available evidence does not justify assigning a single value, a range is used to
reflect variation across regions, operators, or the distinction between formal legal requirements
and their implementation in practice. The aggregate scores should not be understood as a

ranking of national water service systems or as a quantitative measurement of resilience. They

34 Author’s own compilation based on OECD (2015a) Principles on water governance; OECD (2016) Water
governance in cities; OECD (2026) Water governance for climate resilience in Hungary; EurEau (2020) The
governance of water services in Europe; Farnault, A., Leflaive, X. (2024) Cost recovery for water services under
the Water Framework Directive, OECD Environment Working Papers; World Bank (2018) Romania water
diagnostic report: Moving toward EU compliance, inclusion, and water security; national regulatory reports,
including ANRSC (Romania), ERSAR (Portugal), Ofwat (United Kingdom), ARERA (Italy), and the National
Audit Office (United Kingdom, 2019), as well as reports of the Cour des comptes (France); and EU legal
frameworks, in particular Directive 2000/60/EC and Directive (EU) 2020/2184.
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are used as a comparative analytical tool to make visible the relative presence and
implementation of the governance characteristics identified in this dissertation. The scores
therefore indicate patterns within the selected legal and institutional dimensions, rather than
the overall quality or performance of a national water system.

What can be observed from the comparison is that higher scores do not consistently
correspond to a particular ownership model. Instead, the higher-scoring systems tend to
combine several governance characteristics, regardless of whether service provision is
predominantly public, private, mixed, centralised, or decentralised.

A higher score is indicated in some cases, like France, because the governance architecture
is consistently strong, with municipal oversight and detail-oriented concession frameworks.
Here we can observe effective monitoring systems, both public and private models and
governance that is structurally stable. Slight variation occurs at the local level, but all in all, it's
structurally sound. Another high score is attributed to Portugal. This is granted not because the
system is “perfect”, but because all indicators reflect a system-wide coherence. A unified
framework can be observed here. Italy, with its mid-scoring, reflects a fragmentation of
governance, not a lack of it. With ARERA, these frameworks have strengthened, but the
implementation remains fragmented across regions. The perspective of England and Wales
introduces a different type of imbalance. Regulatory independence is strong, while outcomes
across the other indicators are more mixed. Affordability mechanisms are well established,
including social tariffs and other forms of targeted support, but they remain fragmented
between providers.®>> Consumer involvement has also been strengthened, particularly through
the new Ofwat requirements introduced in 2026, although their practical effects are still
developing.®*¢ This provides an important contrast, showing that a highly developed regulatory
system does not necessarily result in equally strong performance across all dimensions of
governance.

Regarding environmental safeguards and compliance, a relatively strong legal framework
can be observed, particularly through the transposition and implementation of EU water

legislation. However, the existence of formal safeguards does not necessarily correspond to

655 Participation and transparency mechanisms have recently been strengthened in England and Wales. From 1
April 2026, Ofwat’s Consumer Involvement in Decision-Making Rule requires water companies to establish
arrangements for understanding consumer views and taking them into account in relevant decision-making.
However, as these requirements are relatively recent, their practical impact cannot yet be fully assessed. For this
reason, the existence of formal participation mechanisms is recognised, while a higher score would require more
evidence of their implementation in practice.

656 Ofwat (2025) Decision on Ofwat’s Consumer Involvement Rule, November 2025, p. 12; Ofwat (2026) ‘New
rules on water company executives’ integrity and consumer involvement come into force’, 1 April 2026; Ofwat
(2024) Summary of Water Companies’ Published Plans for Affordability for 2025-30, December 2024, pp. 3-9.
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equally consistent implementation and enforcement in practice. This distinction between the

legal framework and its practical application justifies a score of 1-2.

7.4.1. Explanation of Indicators in Hungary

Hungary presents a model of water service regulation that is centralised and state-led.**” Since
2011, tariff-setting powers and strategic decisions have been consolidated under the authority
of the central government. On the one hand, this provides stability in pricing by ensuring
uniformity across the sector; on the other hand, it limits the scope for a fully autonomous
regulatory authority to serve broader objectives and to foster discourse between consumers and
operators. Within the scorecard framework, Hungary is therefore rated at an intermediate level
for regulatory independence (score 1).

Enforceability of service standards is also positioned at a mid-level (score 1). This mid-
level score is given as a result of detailed technical and service-quality requirements, and
administrative complaint mechanisms, although remedies for consumers remain limited in
practice. Participation and transparency mechanisms are modest, with local governments and
associations occasionally contributing to consultations, this is the causatum of score of 0—1.
Affordability measures are not standardised nationally, but operators may allow payment in
instalments or delayed payment for households if needed. This works as a case-by-case
assessment. Based on these, we allocate the 0—1 score. Regarding environmental safeguards,
we observe a more robust approach through EU directives transposed into domestic law, though
enforcement can vary. Resilience duties are not codified in a single legal framework, yet we
can find state infrastructure programmes, often co-financed by the European Union, to support

continuity of service. This ambiguity results in a score of 0—1.

7.4.2. Explanation of Indicators in Romania

Romania illustrates a different side of the same problem. Here we can find a hybrid governance
structure. Romania relies heavily on EU funding and is distinctly shaped by post-accession
reforms. The ANRSC functions as the central regulator. While formally autonomous, its
effectiveness has been constrained by limited resources and capacity, residuum of the score 1

for regulatory independence.

57 More on that problem, see: Pump, J. (2016) ‘Jogagi gubancok’, Kézjogi Szemle, 9(3), pp. 3—15.

157



The enforceability of service standards is anchored in Law No. 241/2006 on water supply
and sewerage services, which establishes obligations regarding the quality, continuity, and
safety of water provision, but we still observe an uneven implementation. The regional
operators are subject to oversight, but sanctions and remedies remain moderate. This mixed
picture places Romania at a mid-level score of 1 for enforceability.

Participation and transparency are somewhat stronger than in Hungary. The creation of
Regional Operators, typically owned by inter-municipal associations, establishes that local
authorities are represented in decision-making processes. However, the extent of citizen
engagement still remains limited, justifying a score of 1 rather than a higher ranking.

Affordability mechanisms exist only in a partial and indirect form, as there is no national
social tariff, this gap is partially addressed through targeted support schemes, and the EU
cohesion funding reduces the proportion of infrastructure investment that must be financed
exclusively through tariffs and other domestic sources, although this does not necessarily
translate into lower tariffs for consumers. While these measures do not amount to a
comprehensive affordability framework, they provide some relief, justifying a score of (1).
Environmental safeguards are more consistently applied, largely because EU directives and
funding require the country to meet stringent conditions set by the EU. For this reason,
Romania is scored 1.

Finally, resilience-related obligations are beginning to take shape in Romanian law and
practice, a significant change in the Romanian framework. Law No. 241/2006, particularly in
its amended form, introduces elements of planning, service continuity, and risk management.
While these do not yet amount to a fully articulated resilience framework, they reflect a gradual
shift in that direction, also initiated by the EU conditionality and compliance requirements,

justifying a score of 1.

8. The Limits of Privatisation

If ownership were decisive in shaping water services, then privatisation would be expected to
resolve their core problems of affordability, long-term investment in infrastructure, and
financial sustainability. However, in practice, these issues remain.

In practice, privatisation is frequently associated with higher tariffs. A study from France

found that, after controlling for factors such as population, water prices under private operators
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were around 16% higher than under public provision.®>® In the United Kingdom, water prices
increased significantly following privatisation, by around 40% more than other prices over a
period of 17 years, even though operating costs remained relatively stable.®> This suggests that
higher revenues do not necessarily lead to better infrastructure or improved service quality.
Privatisation does not create a competitive market, as it would suggest. Water services remain
natural monopolies, and competition is largely absent. In the United Kingdom, private
providers operate under licences and are not exposed to continuous competitive pressure. In
France, large operators such as Veolia and Suez have historically structured their activities in
ways that limited competition rather than encouraged it. This reinforces the idea that
privatisation replaces public monopolies with regulated private ones, rather than creating
functioning markets, competition for the market, not in the market.®®°

The financial structure of privatisation has also come under scrutiny, especially after many
negative examples around the world. In the United Kingdom, privatisation involved significant
public financial intervention, including the assumption of debts and additional incentives,
resulting in a net loss for the state.®®! Financial burden is not removed, but redistributed in other
forms.

From a legal perspective, this connects directly to the logic of cost recovery. While
international frameworks recognise a human right to water, they also allow for cost recovery
and, under certain conditions, disconnection for non-payment.%?

At the global level, institutions such as the International Monetary Fund and the World Bank
have supported water sector reforms through conditional lending and structural adjustment
programmes. Between 1995 and 2015, the International Finance Corporation provided over
$75 billion in financial support for water and sanitation projects.’®® These reforms were

conditioned by the requirement of full cost recovery, placing the burden of operational and

investment costs on users.®¢*

658 Hall, Lobina and Terhorst (2013); Public Services International Research Unit (PSIRU) (2012) Amiért a
vizszolgaltatas kézszolgaltatas: A privatizacio mitoszainak leleplezése, p. 5.

63 Public Services International Research Unit (PSIRU) (2012) Amiért a vizszolgdltatds kézszolgdltatds: A
privatizacio mitoszainak leleplezése, p. 5.
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London: Public Services International Research Unit (PSIRU), University of Greenwich.
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Cases external to the EU, like Flint, Michigan, also underline these tensions. Following a
change in water source and the involvement of private actors in monitoring and treatment,
residents were exposed to contaminated water, while accountability remained limited.®*> But
we can revisit the Cochabamba Water War, where water became a symbol rather than merely a
commodity.®® While not representative of all cases, such examples highlight the risks
associated with weak regulatory frameworks.

As an alternative, PPPs are often presented as a compromise between public control and
private investment. Promoted in particular by international financial institutions, they have
become a common model in water services.®®” However, their effectiveness remains
questionable, as they may introduce elements of accountability and efficiency, but they also
raise concerns about long-term financial commitments, reduced democratic control, and
concentration of market power.%®

In practice, most water privatisations take the form of PPPs, where infrastructure remains
public while service provision is transferred to private operators.’®® In Europe, large
multinational companies dominate the sector, raising concerns about competition, pricing, and
governance.%’? Empirical evidence suggests that while some PPP projects have been successful,
their overall contribution remains limited.®"!

Moreover, privatisation also affects the relationship between citizens and public services.
It can distance citizens from decision-making processes and reduce their role in shaping public
services, thus becoming mere users of the service.®’> A broader assessment of privatisation
should therefore not focus only on efficiency and costs, but also on how it affects people’s
ability to participate and their relationship with the system.®”* Critics such as Martha Minow
have argued that privatisation may undermine public commitments to equality and non-

discrimination.®”*
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This does not mean that private participation must be entirely excluded. In situations of
financial constraint, hybrid or partial models can be beneficial. However, these require strong
legal frameworks, transparent procedures, and clear allocation of responsibilities.®”> Without
such safeguards, the risks associated with privatisation tend to reappear.

By looking at privatisation, it becomes clear that ownership alone does not determine the
outcomes of water service provision. Even where services are private, they remain
monopolistic, heavily regulated, and dependent on public frameworks. Moreover, the expected
benefits, such as efficiency or competition, are not consistently realised across examples.

If privatisation does not resolve the problem, and it openly does not, then the focus has to shift

to governance, financing, and legal design.

9. Concluding Remarks on the Implications for Human Rights in Access to Water

n

The terms “consumer” or “user” are commonly used instead of " citizen " in the cases of
essential services like water.®’®

Water is viewed as a commodity under international human rights law; accessible and
affordable water is the goal, but not the necessity of being free of charge. ”” This perspective
ties into the importance of sustainable water management. 678
Throughout the research, the terms “consumer” or “user” were widely used. The latter term
appears almost naturally, especially in legal and economic contexts. But it is not neutral. It
shifts the focus away from people as rights-holders and places them in a more functional,
almost transactional role within the system. A “user” pays, consumes, and participates in a
service. A citizen, or simply a person, has rights that go beyond that relationship. The relation
between the two is clear, but how and where we use them can give or take rights away, not
directly, but as we conceptualise them.

It is difficult to avoid this terminology because it is deeply embedded in legislation and
regulatory frameworks. There is no easy alternative that fits within the existing legal language.
Still, this does not mean that the term should be accepted without reflection. Behind every

“user” there is a person whose access to water is not only a matter of service provision, but also

of dignity and rights. This sets apart how we view the “user” or “consumer” and citizen.

75 Sternik (2022), p. 535.

676 Donnelly, C. (2010) ‘Positive Obligations and Privatisation’, Northern Ireland Legal Quarterly, 61, p. 212.
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78 de Albuquerque, C. (2014a) Realising the Human Rights to Water and Sanitation, p. 35.
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The point is not to replace the term or use it cautiously, but to remain aware of what it
hides. The risk is that, by speaking only in terms of users, the discussion becomes too technical
and too financial, and loses sight of the human dimension. In the end, water services are not
just systems to be managed, but services that exist for people by people, even if we address
them as users.

Moreover, the parallel between income levels and the quality of water access exists, which
can further hinder access to water for the “users”. In rural areas, still eight out of ten people are
in deficit of their basic water needs. This, coupled with water scarcity, puts them at the highest
risk. 67

But who should bear the costs of water in these areas?%*” Where access to water services
is low.

The financial burden of managing water services is often greater than public utilities can
handle on their own, without proper governance; here, they opt for private operator help as
well. 8! However, in most cases, the private operator is not putting on their agenda the
protection of human rights and society. This can create discrepancies between the initial
financial burden elevation and the greater good of society, the sustainability of water services
and their long-term resilience.

The public operator has the greater responsibility to address access to water for their
citizens under domestic law. They may come under international and societal pressure to adopt
legislation that ensures this right. This does not mean that private operators shouldn’t be used,;
they should be under the watchful eye of the government. Collaboration can resolve most of
the issues resulting from the privatisation of water services, if the country has introduced clear
mechanisms to supervise these. The idea is that privatisation or public control can both work
for and against the public good; the governance of the water services is the key to succeeding
in both ways.

There are robust safeguards implemented in some countries to protect the right to water.
In Slovenia®®? The right to water, access to water, has been codified and legally protected. Still,
recognising this right at the state level does not by itself ensure equal access to water services

for everyone.

679 World Health Organization (WHO), UNICEF (2019) ‘1 in 3 people globally do not have access to safe drinking
water’.
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The provision of water is financially burdensome for public or private operators. In the
case of private operators, however, this can fall back on the users, as the operator tries to support
itself, while in public operation, there can be national safeguards, sparing the citizen. %

From a human rights aspect, access, affordability, and water quality are the most important
aspects to look at. From both ownership models, we can pinpoint problems, the private sector
can hide more problems. Water privatisation can have mixed effects on access to services. In
some cases, more investment improves infrastructure and access. But at the same time, private
operators tend to focus on areas that are more profitable, so smaller or poorer communities can
be left behind.

This argument relates to the affordability problem, as privatisation often entails tariffs and
user fees to cover costs. That can help finance the system, but it also means higher prices. For
low-income households, this can become a real problem, and in some situations, it leads to
water poverty.

There is also the issue of quality. Private companies may invest in improving treatment
and distribution, which can raise standards. But because they are profit-oriented, there is always
a risk that cost-cutting affects quality or safety over time.

Marginalisation of vulnerable groups, especially low-income households and rural
populations, can result from both affordability issues and limited access. Private operators may
prioritise urban areas with higher returns, leaving these groups with weaker or no access to
safe, affordable water.

Moreover, if privatisation leads to prices that people cannot afford, or to situations where
certain groups are effectively excluded from access, it may amount to a violation of the right
to water.

Across all three categories, accountability and public control are also important to mention.
Private companies are generally less directly accountable to the public than state authorities.
When services are privatised, it can be harder for communities to raise concerns, challenge
service quality, or address affordability and access issues.

Moreover, the state may lose some control over a basic resource. This can limit its ability
to effectively guarantee access to safe water as a right. Defining responsibility in such situations

is not always straightforward, but it remains necessary.’%*

683 Sternik (2022), p. 539.
%84 Wassersug, S.R. (1994) ‘Limiting Environmental Liabilities in Privatisation in Central and Eastern Europe’,
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Lack of transparency in operations, private or public, is also a major factor in not fulfilling
the right to water. Financial and proprietary information can be confidential in the cases of
privatisation, and overseeing them is challenging for the regulatory authorities. Enforceability,
thus, becomes a problem.

The big debate between public and private ownership of water services does not respond
to the question of human rights and the right to water alone. Just picking one does not determine
automatically whether the right is effectively realised or not. Often, scholars frame this debate
as if public ownership is the answer, since public operators have more tools to achieve this. But
the issue is not that simple. The UN Committee on Economic, Social and Cultural Rights in
General Comment No. 15, places a clear obligation on the state to ensure access to sufficient,
safe, acceptable, physically accessible and affordable water for personal and domestic use. This
obligation remains, even if water services delegate the operation to private operators.

Ownership, however, still has an impact on how these obligations can be fulfilled. In
systems based on public ownership, the state retains direct control over tariffs, investment
decisions and service standards. This can make it easier to align service provision with social
objectives. Moreover, public ownership does not in itself guarantee effective delivery. If the
governance is weak, the realisation of the right to water is hindered.

In contrast, private participation introduces a different set of problems. While private
operators may bring efficiency gains or additional investment, they are also driven by profit
considerations. This creates a potential tension between the affordability of and access to water,
and its cost recovery incentives. This affects particularly the low-income or geographically
remote communities. In such cases, the state moves from being a direct provider to more of a
regulator, and whether the right to water is actually ensured depends on how strong the
regulation, contracts, and enforcement are.

The connection between ownership and human rights, therefore, lies not in ownership as
such, but in governance. Where regulatory frameworks are weak, fragmented or politically
constrained, both public and private systems may fail to secure access, affordability and quality.
Opposing this, a well-designed and effectively enforced governance framework can ensure that

the right to water is protected across different ownership models.
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9.1. The need for intedisciplinarity in water law

“Public service is a complex notion, subject to evolution... an essential notion for
administrative law,”®% but not only. Water law, and in particular water services law, is often
treated as a niche field, even though it encompasses multiple branches of law, from
administrative law to broader concepts such as the right to water and other human rights. This
classification is convenient, but it no longer reflects our reality, given the fast pace of changing
demands and the growing social pressure for better protection. This is why water is not
governed within a single legal framework, and grasping the topic is difficult to achieve and to
narrow down without missing important parts of it. Treating water services law as a subfield
risks missing how it actually functions.

Water services law today sits at the intersection of law, economics, engineering, ecology,
and social policy. In this dissertation, we attempted to reflect on the many aspects that can be
governed by law; however, it must be acknowledged that without this broader perspective, legal
analysis risks becoming formally coherent but detached from practice. Interdisciplinarity in
this field is therefore a structural necessity.%*

The difficulty of tackling this topic lies in the nature of water itself. Water is at the same
time a natural resource, a public service, a strategic infrastructure input, and a precondition for
the enjoyment of fundamental rights.®®” Legal systems, however, are built on categories.
Environmental law protects ecosystems. Public law regulates services. Economic law
structures markets. Human rights law defines entitlements. However, water services seep
through these categories. The limits of water governance in the EU do not arise only from
external pressures, and by focusing only on these, the law again lags behind.

In moments of stress, such as drought, inconsistent governance, poor implementation of
water restrictions, or cut-offs due to non-payment, the aid that law can provide for such an
important factor for human survival becomes limited. A drought, at first categorised as an
environmental issue, can quickly turn into an administrative one, once it affects access to
drinking water. A tariff increase is not just an economic decision when it directly impacts
affordability.®®® Failure to invest in infrastructure goes beyond a governance problem when it

leads to unsafe water and public health risks.®®® In these situations, strictly doctrinal reasoning
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reaches its limits. By forcing water into separate legal compartments, we can overlook its
function as a continuous system.

This becomes more understandable when we consider the position water occupies across
multiple policy areas. If we look at the logic of the SDGs, water appears not as one objective
among others, but as a condition underlying many of them.%*° In illustrations of the SDGs, we
often see water placed at the centre (SDG 6), with the others building around it. Even SDGs
that are difficult to imagine as connected to water, such as gender equality, can bear clear
relations to it.%%! It is linked explicitly or implicitly to all 17 SDGs, which means that action in
this field has effects across different levels, from the individual to society and the
environment.®? For example, improving sanitation not only protects public health, but also
supports education, as children are more likely to attend school, and contributes to
environmental protection by reducing pollution of water sources. Moreover, failures can have
cascading effects, from health risks to environmental degradation. This shows that water and
sanitation systems function as interconnected structures, where an intervention in one area
produces effects in others.

However, legal obligations are only meaningful if they can be implemented within existing
infrastructure. Standards on water quality, service continuity, and leakage reduction are often
set without sufficient regard for the physical condition of networks.®®® This can create a gap
between what the law requires and what systems can deliver.

In our findings, we can conclude that EU water legislation, including the WFD,
presupposes a certain level of system capacity across Member States.®”* However, in practice,
compliance problems often do not reflect a lack of legal commitment, but structural limitations,
as can be seen in the Romanian example. Moreover, political influence can also affect water
services, especially when the balance between affordability and full cost recovery is out of
balance.

What we want to underline is that approaching water services from an interdisciplinary
angle does not require lawyers to become engineers, or any other professionals who may need

to be involved. Simply put, it requires recognising that legal norms operate within physical
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systems. We need to allow discussion and transparency in our water governance. This is also
reflected in empirical research, as studies on resource governance show that systems with
meaningful local participation tend to be more resilient and adaptive than purely top-down
models.®”

Moreover, tariffs are often presented as technical instruments intended to ensure cost
recovery. EU water law incorporates economic concepts such as cost recovery and the polluter-
pays principle,*® But their implementation can be legal and political. When applied without
adjustment, they can conflict with affordability, especially in Central and Eastern Europe.®’
Affordability, thus, goes beyond legal interpretation. This is particularly relevant in light of the
growing recognition of the human right to water and its increasing political articulation within
the EU.®®

The strongest argument for interdisciplinarity, however, lies in the future-oriented nature
of water law. Water regulation is not limited to present use, because we need to include the
rights of future generations as well.*”” Water systems are exposed to multiple pressures from
agricultural overuse, industrial pollution, ageing infrastructure, and climate change.’® These
challenges do not emerge within a single discipline, and they cannot be addressed through one
alone.

Climate change, in particular, challenges legal frameworks built on predictability and
stability. This is where interdisciplinarity becomes a matter of legal resilience. Law cannot
model hydrological change, but it can translate scientific knowledge into obligations through
planning requirements, investment duties, and adaptive governance mechanisms.

This perspective ties into the importance of governance of water services. Focusing solely
on ownership, whether public or private, is insufficient to address these issues. While
ownership matters, it does not determine outcomes on its own. Across Europe, water services
have undergone cycles of privatisation, remunicipalisation, and centralisation, demonstrating

that changes in ownership alone do not resolve underlying problems.”°!
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Governance includes regulatory capacity, enforcement, transparency, participation, and
mechanisms for affordability.”®? Understanding governance requires going beyond legal form
and engaging with insights from political science and public administration. The key question
is not only who owns the system, but how it functions under pressure.

Thus, interdisciplinarity is not an addition to legal analysis; it is a condition for it to stay

relevant.

VIII. De lege ferenda

This dissertation began with a fairly simple question: What is it that actually makes water
services resilient? Is it mainly about who owns the system, or does it depend more on how it is
governed?

What emerges from the analysis is that ownership, on its own, does not really explain the
outcomes. Across Europe, public, private, and mixed arrangements all exist, yet they lead to
quite different results. This supports the first hypothesis: ownership does not move in neat
cycles or simply return to earlier forms. Rather, it tends to shift in stages, where each phase
brings certain changes, but many of the underlying problems continue to persist.

What really seems to make the difference between the examples is how governance works
in practice. The comparison shows that resilience depends on how the system is actually
organised: how decisions are taken, how financing is put together, and whether accountability
mechanisms really function. It does not come from picking the “right” or “ideal” model, but
from how the system is set up to deal with tensions over time. This supports the second
hypothesis, that governance, not just ownership, shapes the capacity of water services to
respond to social, economic, and environmental pressures.

The comparison between Hungary and Romania shows that both systems follow the
broader European developments, but they still differ. Hungary has a strong centralised model,
which reinforces control, but also brings financial limits to it. Romania relies more on
regionalisation and external funding, which helps investment in the water services, but makes
coordination more difficult and is conditioned by the external lenders. These suggest that
similar pressures do not lead to the same results, and ownership structure is secondary to
governance.

The wider European comparison through the experiences of France, Germany, Portugal,

Italy, and the United Kingdom also leads us to the same conclusion. No all-encompassing ideal
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model could be identified; thus, some countries exemplified good practices, and a closer
relation to the governance model led to overall better, more resilient water services. We
observed that systems that work relatively well tend to combine independent regulation,
enforceable service standards, a certain level of transparency, some form of public
involvement, and measures on affordability and environmental protection. These answer the
third and fourth research questions: resilience seems to be linked to these governance
mechanisms rather than to ownership, and comparison makes these patterns visible despite
national differences.

Moreover, we can observe that EU law has influence over the systems, even if not always
directly, through environmental obligations under the WFD, quality requirements under
Directive 2020/2184, and broader human rights. These all set certain limits within which
Member States can operate their water services. The problem is that similar obligations are
implemented in quite different ways in the Member States. This answers the fifth research
question: EU law structures national choices, but it does not fully determine how outcomes
look in practice.

Against this background, a more structured legal approach would be justified. The
European Union does not need to regulate ownership, and it should not. Instead, it should focus
on governance. A Union-level instrument could define minimum conditions for how water
services are organised in practice, without interfering with Member State choices on
ownership.

Such a framework should and would not impose a single model of ownership, but would
set limits regarding the governance. The framework would require a clear separation between
policy-making, regulation, and service provision. Also, it would ensure independent oversight
of the Member States by introducing transparent and accountable pricing, and establishing
enforceable obligations, with targeted social measures to protect affordability. In doing so, this
would translate the findings of this dissertation into legal form, not by resolving the tension
between affordability and financial sustainability, but by structuring how it is managed. As we
already mentioned, there is no model that can eliminate this tension, as it is inherent to water
services, but the governance structure can help manage it.

The growing pressure on water resources, climate change, population dynamics, and
competing uses are already straining water systems. Water scarcity is no longer just a
theoretical concern, but something that is already becoming real in the EU as well. Without
clear governance rules, these pressures enumerated can turn into social and economic

instability, impacting water service resilience.
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The proposed framework would not seek to extend Union competences or regulate
ownership models. Rather, it would build on areas where Union law already influences the
operation of water services, while leaving decisions on ownership and institutional organisation
to the Member States.

Its purpose is more limited, as it seeks to give structure to an influence that already exists
in practice. The Union already influences the organisation and functioning of water services
through multiple areas of law, even if it does not regulate them directly. Environmental
legislation, in particular the WFD, the Drinking Water Directive, and the Urban Waste Water
Treatment Directive, all impose binding obligations that already influence investment and
operational standards.

Moreover, the State aid rules, under Articles 107-109 TFEU, influence the financing of
water services. Internal market rules say who can enter and participate in the sector, while
environmental principles at the Treaty level, especially under Article 191 TFEU, also influence
how pricing and cost recovery are handled. The EU financial instruments and economic
governance mechanisms are already affecting investment decisions in some of the examples
and could also influence sectoral reforms. Consequently, the fundamental rights frameworks,
including the EU Charter and the ECHR, define limits on access, non-discrimination, and the
protection of vulnerable users. These show that the Union already has a significant influence
over water services, though fragmented, without having a governance framework.

A governance-based framework would not go beyond these existing points of intervention.
It would aim to make them more coherent and transparent by setting minimum requirements
related to transparency, accountability, and affordability, while leaving national choices on
ownership and institutional design unaffected.

The proposal does not intend to fix the problem, which is structural, but rather responds to
the limits of the system uncovered in this dissertation. Water services do not evolve towards a
stable model but move through waves of reform, during which ownership changes, yet the
underlying tension remains; hence the need for an EU governance model that creates

boundaries for countries, as water service management affects us all.
1. Towards a Governance Framework for Water Services in the European Union

The proposed Union-level framework on water services should not regulate ownership, but
focus on governance. Its purpose would be to define minimum conditions under which water

services operate, while leaving Member States free to organise their systems.
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To begin with, such a framework would need to set out some basic governance
requirements. This would include a clearer separation between policy-making, regulatory
oversight, and service provision, so that conflicts of interest are less likely to arise. It should
also ensure that each State has a regulatory authority that can actually supervise the sector in a
meaningful way, without being subject to political or operational pressure. Moreover, more
attention should be given to transparency and public participation, especially when it comes to
tariff-setting, investment decisions, and the monitoring of performance.

Second of all, water service providers, private or public, should be subject to clear,
enforceable duties regarding service quality, continuity, and efficiency. These should be
supported by obligations for reporting, measurable performance indicators, and a form of
liability when minimum standards are not met in the quality, continuity, and efficiency of the
water.

Third of all, cost recovery should remain a guiding principle, in line with Article 9 of the
WEFD but not on its own. Member States should ensure a balanced use of 3Ts, in order to
distribute financial risk, maintain long-term investment capacity and resilience of the water
sector.

Water services should remain accessible to all, including vulnerable groups, implying the
use of affordability measures. Member States should be required to ensure effective
affordability mechanisms, which may include social tariffs, direct financial support, flexible
payment arrangements, and safeguards against disconnection for primary residences.

Fourth of all, the framework should strive for long-term stability and continuity of the
system. Long-term infrastructure planning, maintenance obligations, and mechanisms for
responding to crises are needed. But a minimum essential level of service should be guaranteed
under all circumstances for the citizens.

Fifth of all, monitoring and enforcement should be tried through common performance
indicators, and corrective measures should be required if non-compliance is flagged by Union-
level monitoring.

Finally, such a framework should remain limited to minimum harmonisation. Member
States should retain the ability to adopt more stringent measures, reflecting national conditions
and policy choices.

Such an approach would not resolve the tension between affordability and financial
sustainability, as this cannot be fully resolved given the inherent nature of water as both a basic

need and a capital-intensive service, but would make it manageable.
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IX. Conclusion

1. The Risk of Fragmentation Without a Common Framework

In the absence of a more structured approach, the organisation of water services will likely
remain fragmented. While Member States share obligations, the way these obligations are
implemented continues to differ significantly, as we observed in the examples.

As this dissertation shows, similar legal requirements can lead to very different outcomes
in practice. This diversity is not, in itself, a problem, as it reflects the different historical
developments of the States, institutional structure differences, and the priorities in policy.
However, without a common framework, fragmentation can lead to big gaps in the level of
protection.

Fragmentation can also undermine how Union policies work in practice, since
environmental obligations, including those under the WFD, depend on how they are carried
out at national level. Where governance structures are weak, implementation tends to be
uneven, which in turn makes it more difficult to reach the broader objectives set by EU law.

Morover, fragmentation can also make financing and investment in water infrastructure
more difficult. While States should aim to provide long-term stability, but differences in
regulatory approaches can hinder this. Without a certain level of predictability, the financial
risks can increase, which may discourage investment or lead to less efficient use of resources.

A governance-based framework at the Union level would not eliminate diversity, because
that would be the wrong approach, but it would potentially define minimum conditions to
which the States would need to adhere.

Without such coordination, existing differences are likely to deepen over time, especially
under increasing pressure from climate change, infrastructure problems, and increasing
financial burden. As water does not stay within the limits of national borders, water service
governance should also not be confined to them. Addressing this problem does not require
uniformity, but a clearer structure within which diversity can operate would be impactful for

the EU.
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2. Future Challenges for Water Governance in the European Union

Water governance in the European Union will likely to face even more pressure in the coming
years. The challenges are not entirely new, but their intensity will be impactful. Climate change,
ageing infrastructure, ageing citizens, and growing financial burdens are already affecting and
influencing how water systems operate in practice.

Climate change, in particular, is already altering the conditions under which water services

function.”®

“Climate change affects ecosystems, human societies and economies in a variety of ways,
and water is the primary medium through which these impacts are felt...The water-related
impacts of climate change also include negative effects on food security, human health,
energy production, and biodiversity, not to mention the daily livelihoods of the world’s

most vulnerable women, men and children”.”%

Moreover, infrastructure across many Member States is ageing. Maintenance and renewal
require costly investments, which cannot always be covered by tariffs alone, as seen in
Romania’s case. The need to ensure financial sustainability, while maintaining affordability,
thus becomes central. With the expected costs increasing, this becomes harder to achieve.

Population decline in some regions reduces the financial base of water services, while
urbanisation in others increases demand, adding pressure on existing systems.

Systems need to be able to respond to changing conditions, not only in legal terms, but
also in practice. As ownership structures may change over time, the capacity to manage these
pressures falls on the organisation of these systems.

A governance-based framework at the Union level would not solve all of these challenges,
but it could support the resilience of the water services. Change is imminent, but increasing the
resilience of the water sector is needed; cooperation is needed.

In this light, the future of water services will not be determined by a single reform or
model, as no single one has emerged as an all-encompassing or correct approach from our

comparisons. It will be determined by how we govern water services to be resilient.

793 Intergovernmental Panel on Climate Change (2022) Climate Change 2022: Impacts, Adaptation and
Vulnerability. Cambridge: Cambridge University Press; UNESCO (2020) World Water Development Report 2020:
Water and Climate Change. Paris: UNESCO; European Commission (2021) Forging a climate-resilient Europe
— the new EU Strategy on Adaptation to Climate Change, COM(2021) 82 final.

704 UNESCO (2020) The United Nations World Water Development Report 2020: Water and Climate Change.
Paris: UNESCO, p. vi.
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3. Answers to the Research Questions and Verification of the Hypotheses

The findings of this dissertation allow for a clear response to the research questions, as well as
a verification of the hypotheses set out at the beginning.

Regarding the first research question, which asked whether resilience in water services is
determined by ownership or governance, the answer is clear. Ownership alone does not explain
outcomes, nor does it lay the foundations of a correct model. While it defines the legal structure
of the system, it does not determine how it functions in practice, as exemplified by the country
comparisons. The analysis shows that governance, understood as the combination of regulatory
design, accountability mechanisms, and financial organisation, plays a more decisive role in
water service resilience than the debate between the private and public models.

The second research question, focusing on Hungary and Romania, shows that these
countries don’t necessarily mirror the Western European trends, but show how similar pressures
can lead to different institutional outcomes. There is no single path of development, even within
a shared history and legal framework.

In relation to the third research question, the analysis identifies a number of governance
mechanisms that are consistently linked to more resilient systems. These include independent
regulation, enforceable service standards, transparency, public participation, affordability
measures, and environmental safeguards. These elements do not remove the underlying
tensions of the sector, as we established that it can’t be achieved, but they structure how these
tensions are managed in practice.

The fourth research question, which examined Western European experiences, through the
cases of France, Germany, Portugal, Italy, and the United Kingdom, does not point to a single
model, but they show a similar governance pattern. Despite differences in ownership and
institutional design, systems that perform more effectively tend to share certain structural
features, which we identified in the dissertation. This confirms that resilience is linked to
governance, rather than to ownership models.

Finally, the fifth research question shows that EU law plays an important structuring, but
not determining role. The WFD establishes cost recovery as a guiding principle, which is
necessary, but gives flexibility to the countries. Other elements of EU law, like environmental
obligations, internal market rules, and financial instruments, influence how water services are
organised, but do not prescribe a specific model. As a result, Member States retain significant
control, which leads to different outcomes and models in water services.

Based on these findings, the hypotheses of the dissertation can be assessed as well.
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The first hypothesis, that ownership evolves in waves, is confirmed. While ownership
transformations may appear cyclical in some cases, such as returning to public control after
privatisation, this pattern is neither uniform nor universal and often reflects country-specific
political and institutional dynamics. The analysis of the countries shows that water services
have moved through different phases, including centralisation, privatisation,
remunicipalisation, and recentralisation. However, these changes do not represent a simple
return to earlier models, as each phase introduces new elements, while the underlying tensions
remain unresolved. Ownership does not provide a stable solution; nevertheless, in some cases,
it can be a driving force for a more stable and resilient water sector.

The second hypothesis is supported: the comparative analysis indicates that governance
plays a more decisive role in shaping resilience than ownership alone.

The third hypothesis, that comparative analysis reveals the need for governance-based
benchmarks at the EU level, is supported by the findings. While Member States follow different
models, the comparison identifies common elements that contribute to resilience, described by
the indicators used in the dissertation. These elements could serve as the basis for a more
structured approach at the Union level, without interfering with national choices on ownership
of water services.

These results of the dissertation, thus, confirm the central argument. Water services do not
move towards a final or fixed model, but continue to evolve through successive phases of
reform. Attempts to keep them within a single ownership model undermine their resilience.
What ultimately determines their capacity to function over time is not ownership, but how
governance structures are designed and applied in practice. In this sense, the role of law is not

to resolve these tensions, but to structure how they are managed in practice.
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4. Concluding Remarks

The analysis shows that the main challenge in water governance is not only external, such as
climate change or water scarcity, but internal to the organisation of water services themselves.
Unsustainability does not arise only from resource limitations, but from governance and
financing structures that fail to align economic, social, and environmental objectives.”® In this
sense, the crisis is not simply one of availability, but of how water systems are organised and
managed over time.

This points to a structural limitation of current European water models. While cost
recovery, efficiency, and environmental protection are formally integrated, their interaction
often produces unintended consequences. Climate change amplifies existing weaknesses,
particularly where systems are already under pressure from rising costs, declining
consumption, and increasing social demands.”

Moreover, water services cannot be understood as a purely technical or economic sector.
As has been argued, privatisation is not simply a managerial reform but “a legally and
institutionally condoned transfer of entitlements” within a broader framework that promotes
market-based solutions.””” However, these approaches often do not fully take into account the
specific nature of water systems, which rely on long-term infrastructure and respond to a basic
human need. In this setting, relying only on pricing mechanisms and cost recovery tends to be
insufficient.

Water governance also operates within a fragmented, multi-level system, as
responsibilities are dispersed across institutions and levels, where coordination becomes
difficult and often incomplete. As noted, achieving integration in such systems is a core
governance challenge, particularly where “nobody is in charge of the whole, and many are just
a part”.’%®

The future of water services cannot be reduced to a binary choice between public and
private ownership. Returning services to public control requires legal preparation, technical
expertise, and political commitment.’® This underlines that ownership alone is insufficient and
that governance remains decisive. However, across the many countries examined, we also

highlight that ownership of water services can be significant for how they operate. The

795 Barraqué, Isnard and Souriau (2017), p. 34.

7% Buropean Commission (2020) PESETA 1V Final Report — Water Resources.

707 Swyngedouw (2007), p. 52.

708 Edelenbos and Teisman (2011), pp. 5, 21.

709 Kishimoto, S., Petitjean, O. and Lobina, E. (2015) ‘Reclaiming public water through remunicipalisation’, pp.
112-130.
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comparison does not suggest that ownership is irrelevant. In several of the cases examined,
public ownership appears to provide certain advantages in terms of continuity and long-term
orientation. However, these advantages are not inherent to public ownership itself, nor do they
guarantee resilience. The analysis also shows that private operation can produce resilient
outcomes where strong regulatory, financial, and accountability mechanisms are in place.

This is also reflected in the comparison between Hungary and Romania, where similar
pressures lead to different outcomes depending on how governance and financing structures
are designed.

At the EU level, this is reflected in the WFD, particularly Article 9, which requires cost
recovery while allowing flexibility in its application. EU law, however, does not determine
outcomes, but structures the limits within which the Member States balance competing
objectives.

This structural limitation justifies the need for a governance-based approach at the Union
level. These findings also show that water governance cannot be addressed from a purely legal
perspective. It requires an interdisciplinary approach that integrates legal, economic,
environmental, and social considerations. Water systems, and the tensions they embody, cannot
be managed within a single framework.

Ultimately, the problem of water service resilience cannot be fully resolved because the
tension is inherently structural. Water services must remain accessible, yet financially viable,
and no system can fully achieve both at the same time. For this reason, the problem persists,
even after repeated reforms. Water services must remain accessible while also remaining
financially viable, and maintaining both objectives over time creates an inherent and continuing
tension.

As a closing argument, it should be emphasised that water does not follow national borders,
and its governance should not be limited by them either. The challenges faced by water services
are increasingly shared, and so should be the solutions. Ultimately, resilient water governance

requires cooperation, learning from different systems, and looking beyond national approaches.
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Summary

The dissertation examines the transformation of water utility services across three main pillars:
ownership, governance, and financing. A particular focus on Hungary and Romania within the
wider framework of European Union law is given in the dissertation, as a central comparison
of what it builds around. The topic, in its interdisciplinary nature, incorporates public service
law, environmental protection, human rights, and climate adaptation, while also reflecting on
the increasing pressure on water systems from scarcity, ageing infrastructure, population
ageing, financial constraints, and changing governance models.

The central questions of the dissertation revolve around whether the resilience and
performance of water utility services depend mainly on ownership structures, or rather on the
governance systems that organise, regulate, coordinate, and finance the sector. The analysis
examines the legal and institutional consequences of privatisation, remunicipalisation,
decentralisation, and recentralisation, while also exploring the main tension between
affordability, universal access, and the principle of cost recovery under EU water law,
particularly Article 9 of the Water Framework Directive.

The dissertation argues that ownership alone cannot provide a universally successful
model for water services. Instead, the resilience of water systems depends more on governance
structures capable of ensuring accountability, coordination, long-term financing, and
adaptability under environmental, economic, and social pressure, but without undermining the
importance of the ownership models. Through this approach, the dissertation distinguishes
between the changing waves of ownership and the resilience or fragility of the governance
systems operating behind them.

The thesis is divided into nine chapters, from theoretical foundations towards comparative
analysis and normative proposals. Chapter I introduces the topic, the research questions, and
the hypotheses. Chapter II presents the dissertation's methodology, relying on a functional
comparative approach and governance indicators used primarily later, throughout the
comparative chapters. Chapter III develops the theoretical framework by addressing the
ownership, governance, and resilience questions in water law and public service law.

Chapter 1V introduces the central part of the dissertation, which focuses on the national
case studies of Hungary and Romania. The Hungarian analysis follows the historical
development of water services from integration to fragmentation, remunicipalisation, and
increasing centralisation. The Romanian case study focuses on Law No. 241/2006, the process

of regionalisation, and the development of regional operators. These chapters examine how
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institutional organisation, regulation, financing structures, and affordability mechanisms shape
water services in practice.

In Chapters V and VI, the dissertation examines governance and financing within the
broader EU framework. Accountability, regulatory coordination, macroeconomic constraints,
and the relationship between social protection and cost recovery are all developed in these
chapters, as the financing water services is not simply a technical or economic issue, as it
directly influences the sector's resilience, the condition of infrastructure, and the long-term
sustainability of water services.

In Chapter VII, the examination of France, Germany, Portugal, Italy, and the United
Kingdom is presented. By comparing different ownership and governance arrangements, the
dissertation identifies recurring patterns across European water systems, and indicators are
developed to further aid comparisons among these countries.

The dissertation develops normative proposals and a de lege ferenda framework for EU
water governance, all highlighted in Chapter VIII. It argues that no universally correct
ownership model can be identified, as the tension between affordability and cost recovery will
always remain present. However, stronger coordination at the EU level could support the long-
term sustainability through governance-oriented approaches.

The final chapter revisits the research questions and hypotheses, concluding that
ownership structures tend to evolve in waves, while the resilience of water utility services
depends primarily on governance. The dissertation ultimately demonstrates that the future of
water services in Europe depends less on whether systems are publicly or privately owned, and
more on whether legal and institutional frameworks are capable of coordinating, regulating,
and financing water services under increasing environmental, economic, and social pressure.
Ultimately, just as water is not bound by national borders, its governance cannot be understood

within national borders alone.
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zetérol szo0lo  tajékoztatast.
Mint -~ megillapitottak, az
orszag természeti  adottsé-
gaibél adoédé vizhiany je-
lontosen  csokkentiets, a

kan egyetértettek Lakatos
Andrds képviseld megil-
lepxhﬁséval az ingadozd
zbldség- .eq gyﬁmolcsellnnn
nem

ber
épiild nagy tirolok mellett
a helyi kis viztarolok is lé-
nyegesen  elésegithelik a
vizkészlet szabilyozisat és

o ja egy-
értelmiien pozitiv, az Gj
gazdasdgirinyitisi - rend-

dllta a prébakat. ;
A minisztériumok zirszim-
adasat. elemezve azt dllapi-
tottdk meg a képviselok,
hogy a mult évben javult az
ors2ig gazddlkoddsinak
egyensilya,  kedvezsbben
alakult a kiilkereskedelmi
forgalom egyenlege. Nem
keriilte el figvelmiket vi-
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mnvvnrmlmm
hanem a gazddlkodas gyen-
géivel, az anyagi szténzoic
nem megfelels hatésival is.
Sok helyiitt a rossz aruel-
osztds okoz ellatasi problé-
makat. Ezért nagyobb gon-
dot kell forditani az atgon-

Sok hasznos ;maslut hang-
zott el a lak ive
ellatdsanak javitasira is.

A VASARLOK

VANYViZ vAg.ALA

ADJAK VISSIA AL URES
UVEGEKET

Teljes {izem az ASV‘IIYVII Villalatnal 7
(Wormser felv.)

. Percenként sok ezer liter
asvany-gyogyviz tor fel n
Marzilsaget mélyébol,

Asvényviz- és Jégipnn Val
lalat toltohel — és per-

A hét bi-

zottsdigban dsszesen tébb
mint hatvan felszélalis
lnnmu el

cenként ismét sok sziz live-
get toltenck meg &asvany-
vizzel, ami6ta helyreallt a
mmaveg)ensuly

doltabb, ardny aru- selok élénk vitaked- Bigyi Gyorgy igazgatd
elosztdsra. \éb6] itélve hasznos, sok- 4 5
A és oldali e varhaté a0, \é)élm.'mlou. hogy
figvi bizottsdg {ilésén az orszaggyilés sokat ja majd az
az épitésével Sz G. ellitison azzal a komplett

Hittink - ]

b= Minth i .
Joran" Peaeron Rofaman

ét alkalommal mi be
a foterén a

Szomoru-
vigoperajat, Az Express If-
Jjusdgi és Didk Utazdsi Iro-

ﬁelljes egészében
rolta. s -
ram keretében 550 ml

a kuriézum-
nak szémﬂ.b pmdukéwval.
A budapesti fiatalokat kii-
}z::mié szillitja Szentend-

Kiiziis felelﬁsség.

zervipari gépek exportald-
sdban érdekelt vallalatok
vezetdi megallapoddst friak

Asvany viztbits
most

ﬂﬂ. ¥ ér

Eddig évente 130 ezer hek-
toliter volt, az 4j géppel 170
ezer hektoliter lesz a vél-
lalat f’1>vx§nyv(z-r»eljema'né~

‘nye. Az (j berendezést még

az idén felszerelik.

Erdekes helyzet alakult
ki néhany hét alatt az as-
vanyvizfronton. A kritikus

kért lwwcen viselik a tech-
nolégiai  felelosséget. -~ En-
nek megfeleloen a szerzodés
valamennyi aldiréja — koz-
tiik az Ontidei Vallalat és

unléba konzervgyarat,

egysmm“;l:t-th ’ﬁvcﬂﬂ is
elvittek a vasarlok a boltbol

i dob

-o
lén elkeriilhets lesz. Am minden erdlestités ellenére — sziik-
ségmegoldésként ~ o tilalomia Gllitdsihoz kell folyamodnunk.
Ext odja hiril @ Noplé vosémapi 8. oldolénak egyik kstlem-

Hogy to-

nye. Ebben o Dundntil R

oz o iatast kell

Vizmd és

Vdliolot bejelenti, hogy o Baloton északi partjén, Topolca vo-

ros és 14 kdrség terdletén — o illetékes tandcsok vb-elndkeivel

egyetértésben — locsoldsi tilaimat rendeltek el.

A miént?"- u kézenlekvé o vélosz. Arén, MI elsédiegesen
Az i

delésére ké ol a mdsik

oz
utdbbi idében megnétt. S imivel nemcsok ox ddlSterdleteken
névekedtek or igények, hanem ax egész megyében, emiott
varhotd, hog' hosonlé intézkedésre, o locsoldsi blalom elren-

pén a pillanctnyi veszélyt ha-

d egység,

o Veszprém megyei Viz- és Csotornomi Véllalat is.

Uj vizmii, halézat, csomagolis

heziti) igen kéltséges. Csupdn
egy példa: a kormany viztoka-
.ﬁomw s vizmindség- v‘dd

ritjok el. Ideig-ordig
elidtas

oz
saban, de a holnop
igényeit tekintve kordntsem or-
vosoljok @ boj gydkerét. Ext
mar o tavalyi, szeptember 27-i
Glésén is hotdrozotton m.gél-
lopitotta o megyei tanacs,
omely — a lehetdségek fi y.-
lembevételével, elemz

értéke ha-
26nkbon megholodjo or 50
mil forintot. A vizmivek

naponta 4,4 millié lbbnm-myu

ﬂu-
met. az NDK-ba pedig kon-
zerveyéri _rekonstrukciéhoz

(Csata — az éltets vizért

nek von kazmives vizeligtdsa.
A 389 erer lokosbdl 288 ezer
veheti igénybe o vizmustolqdl-
tatdst.

Takarékosabb
vizgazdilkodassal

A vizgond nem megyei, voqy
ors26gos jelen Az eqész
vilégon  hihetetlen munkat,
onyogi kiadés jdient oz alap-
vets, nopi iv6. és ipariviz-
szikségletek kielégitése, (Gon-
doljuk csok el, milyen nehéz
lehet o helyzet, ha mér Pé
rizsban is mianyag

Grusitjék oz ivvizet és o|—
csébban, mint ar osauali Bort.
Akkcr semmi  csodalkoznivald
azon, hogy oz ofrikai orszd-
gokbon mekkora  kincset . je-
lent.)

A jézan tépelddés alap}dn
megformélt kérdés  iqy
.Mit_és mennyit ihotunk
nopf‘ Mert o viz olyon ter-
mészeti  kincs, amely eqyre
fogy. Nem mago o készlet, ho.
nem o mindség romlik, a
szennyetetiség ardnya nd, s
emiatt oz ivévizkészlet qyo-

mnhhm!

szet is gyokori

gyokori
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horon  meriera 46 eror My Motltioa csokien,  Unaksink-
*s redlis terveket doigotott ki  veretékrendszeren jut el o fo-  yirkésder mored, de i:','"::‘
Ahol nincs vere- beri fogyos:tdsra olkalmas
* Abs "‘“‘m hogy © 14 oda ,csomagolton”. arény mind kisebb lesz,
! h ¢ ¢ hason- Dr. Wiés Gyérgy, o Magyar
megkoveteli o vnumﬁu fo- 16 o heiyzet. A lokossdg ivé- Hidrolégioi Tarsasag elndke o
kozasét. Ez  eddig nndb:n wizellotasonok javitdséro, o re- olybiraténak, o  Fé-
levé is lenne. Csokhogy o giondlis v-mvnt bévitésére, rumnﬂl cdou nyilatkozatéban
- mn\( természeti tvﬁo«ﬁl - a fi WA viz  ozént
nem ,buzog” il i Csu-  fogy, men m eimaradott, ipor
S ezért o j6 ivéviz kitermelése pan o VI. Stéves tervben 1 és ontozdmivek nélkili orszéq
(kilondsen, ho még o termé-  milkidrd 111 millid forintot k3i- oz elmilt 40 év briasi ler
és tink o k  vizg fejlédése k.
gt v . . o feilett
tvé  illetve  .felhasznaléve
vaie"

il Ml Lo

Konzervgyarak és kon:
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U ety 57 i %Mﬁmﬁxﬂﬁ 1992, mércius 7.; szombat

HIRDETES

VlzgazdalkodaSI tarsulatok a viz ellen és a vizért...

Amirdl a szimadatok tudésitanak

Mit kell tudni a i da a terdileti (he-
Iyi) ik : folad % ik
y‘ jott é: kmetek kbwtt ly k amelyek a helyi vizgaz-
dalkodAsi d gy L X alapia a
tdrsulati érdekeltségi mszxmy, amely a vallalt feladat meguldésén— a tobbségi elv alapjan létre-
hozott-a céli és
az e terileten ingatl élyé k dik. Az

58 ul attol, u‘ i d it vagysem atarsulatkézeélia feladalmhoz

keretek kozott j

A vizitdrsulatok mg és nem tag ei a kbzasen d
alkotnak, amelyek el: dii céljaa szintd A vizita
latok 1évé mmbegy 26000 lun hsehb vidolyés, v‘zfolyauza.kasz belvizcsatorna
1l mindig ki volt a térsulati
tevékenységen belil.

tozm:k fizetni. A tﬂrsulatok cevékenységuk sorén egyesiuk a kiilonbozo érdekeltek: helyl

i iizemek, polgi 'nh anyagneréfon-
rasait all, biztosithatd dllami K
bm 5 é igényeihezj do helyi vi i célok
dalkod k nem tjkeletd.

kzutel( elsésorban mar az 1807. évi XVII. tarvénycikk szabélyozta. It érvényesﬁll elszor a’zof:
elv, hogy a vizi munkak megvaldsitisiban a tobbség dontése a kisebbségre is kotelezo. A
Sérkoz és a knmyaz& dumvolgyl teriiletek tobb tizezer hektdros elmocsarasoddsinak meg-

1810. P 11-én a Sdrvfz-csal
na Térsulatot. A tarsulati lom” a Sarvizi Nad to it 1 vette igazén kezde-
tét. Az ezt kovetden létrejott j tarsulatok munké]a kiterjedta Duna. maijd a Tisza volgyére.
Ezzel kialakult a fogalma és

MAGYARORSZAG VIZITARSULATAI

rmimie i
S g v

A a kozeélia évente 500 milli6 forintot tudtak
forditani, mely nagysagrend orszagosan a fennlartési sziikségletnek mintegy felére nydjtott
csak fedezetet. Ez oda vezetett, hogy a kiépiilt rend k mikodoképessége egyes terillete-
ken kritikussa valt.

A il kapacitasuk jelentés j6l mutatja lak
lasuk ota Vi k Mig az 1986. évi 1ési érték
3,3 millidrd forint volt, az elmilt évben a trsulati termelés elérte a 4,5 millidrd forintot.

A lérsulatl tevékenységen beliil az elmilt iddszakban is volt a latok

az Bsszes

lagosan 80%. Ez kedvez6 lehe-
léséget nydijt, hogy jelenlegi alapleladatalkat ellitva (érdekeltjeik igényeit kielégitve) a jovo-
ben fokozott segllséget (szelleml és mﬁsulu kapacitdst) biztositsanak tobbek kozott a helyl

Az 184445 évi tiszai drvizek h i 1- tarsulati @ iés i feladatai
1ton keresett lehet6séget a Tisza szabélyozasara. Azt vallotta ugyanis: A.Egy g4 ber désihoz, silyos A ma mﬁr
semmi, csak az egyesiletnek van hossza élete és igazi stlya., henyi Istvan j nemcs:ka viziigyi k, hanema k, a helyi
1845. oktéber 19-én a mai Tiszadobon alakult meg az Alsdszabolesi Tarsulat, majd néhany k is egyre h és nélkildzhetet] i egységei, melyek
hénap milya 1846. janudr 19-én az Egyesﬁlt'ﬁsu vOlgyi Tarsulat, melynek miszaki vezetdje miikodésea }&VGbel\ sem Ikitlozhetd
Visdrhelyi Pdl lett. Ezt tomorilt Tisza menti gazdik A pizj latok (vizmii és ) eddigi ered i kelve elmondh
k-aV k - meg hogy 1991. évben a vizikozmil tarsulati k ben igen
h - 2 torténelmi korszaka zérult le. O és egyarant kiemelked
Ahagy Kozel 200 éves miiltra feladatait (srmen- 822428 3 ! i
tesités, ] las o R: és 194&«5] Allalta De évtized uth 1958-ban eredménynek kell tekinteni, hogy az 1960-as évek elején a falvakban, az ivoviztarsulatok
bipes e i o ) A Sl dAl A2 g e De oy Pete b §fel. Byors dtemi uervezesévzl néhiny év alat tobb szdz tekpﬁlé;en tértek dt a ,bGlogats” gé-
adatokkal Gjjaszervezték és azéta tobb alkalommal (1977-ben és 19334:an) mér-
tékben tovibbfejlesztették. hogya ben 6 és vizzel ellitott lak az1960. évi 9%-r6l 1990.
o végére kereken 82%-ra nivekedett. A gyors Gtemii fejlodés kedvezd teriileti alakuldsat és mér-
i latok feladatkoret, létreid lakul é ikod tékéta].dbm]ﬂsmmléﬂeﬂ
dllami szervek ezzel kapcsolatos iranyitdsi és feliigyeleti jogositvanyait napjainkban még kﬂ- kozel harom és fél évti ibol az elmalt hat dé
16nboz6 szinti és kisebb-nagyobb 6d kordbbi h Iked: kinthetd, még akkor s, ha az elmilt évben és varhat6an még 1992.

meg, Ezek: a viziigyrdl sz016 1964. évi IV. torvény, az 1977. évi 28. tvr,, a 41/1977. (XL 3) Mt. gyben is tébb alkal 1 kerukek és keriilh a latok mhéz kritikus
rendelet, valamint a 4/1978. (XII. 18.) OVH rendelkezés. I To Frak . N korsze-
S 4 3 A s kedvezd jelentds ékb kenthetSk
alapiaf I-
m" e S e it ;;r;:f&"gmﬂ:k Az elmilt 6 év sordn (1986-1991) a tirsulatok 203 milldrd forintot forditottak épitésre és
5 halélyos térsulatl }oganyag 5“086 Ve elvilk AL et ] Ebbdl ll,OmllhAxd (onntot a bemhlesokkznzkm 70%-at - vizellatasi célokra
latit, ij tdrsulati toroény miclabbi elk és kiadasat, i &
(A kordbbi viziigyi torvény és a teljes tarsulati joganyag atfogo izsgal (szenny 6,0 millidrd Ft kemlt felhasznAIAxra mely az eddip {Bsszes tarsulati be-
van.) h k mis 30%-a. i 300 milli6 forin-

A vizgazdalkodési tarsulatoknak - feladatuk jellegétol fiiggoen — jelenleg két nagy csoportja
van: - a vizitirsulatok (termelo—wolgﬂmd szervezetek), melyek helyi vﬁzrendezén, talajvé-

tot tudtak fordftani.
Az elmuilt évek sordn is a beruhdzési kiltségeknek t8bb mint 50%-ét a helyi érdekeltek —
elsésorbana = vallaltdk.

el fmgbzési alan fligpd vizépitfipari és P VEgeZ-  1986-1991. idGszakban hat év alatt 700 kozségben épiilt Gj vizmdi és 35 kozségben csator-
nek. mikodik. ckereken 8 millo ha. Eves ferme-  namg, A tirsulati b " 5500 km itjéin 550 ezer f6 jutott ve-
1ési értékiik 1990. évben meghaladta ad mlllxérd lurmtol. (A jelenleg mikod6 vizi Ztskes AT i h idé al. i
teriileti az1.dbra i)-A : . 2

iktizml drsulatok tek) melyek feladataikedt figggen teleptlések ivovis- e e o e i uepolp T s
ellatasat szolgalo vizmivek, a szennyvizelvezetést és -tisztitast szolgalo csatornamavek, a 3 célja, ho mﬁ Sdlarta hadehl és eddigi tevé
telepuilések belteriiletét a karos vizektol mentesito mivek megvalositasardl illetve fejleszté- akréL T RN 8’; s gl LalmEts e
sérol gondoskodnak. Evente dltalaban 250-300 vizikézma tarsulat mikadik és végez beruhd- Gt % P 4 il s
zési tevékenységet, melynek dsszege mzigman jelenleg meghaladja a 3 milliard Ft-ot. A @ A a ik = & Wé s e_lle"éf!)'_m‘“d aviz, "“f'd Lvickoes
viznkbzmu trsulat kﬁzcélu d grehaj utﬁn a kész szempét és a helyi (tm-uleh) vizgazdalkodas, kormyezetvé-

tahela . e i 5 i de‘mlésesyébl‘ datok

a vizikézm tarsulat ahal kxvemt gi h valamint az dltala A tarsulatok érdekvédelmx smvzn a lerﬂleu vélasztményokés az Orszagos Vélasztmany
felvett hitel ge a helyi o hérul. Erre azért van sziik- 'g) iskészséggel j 8l dekl5d (o
ség, mert a lakossdgi j @z Orszigos T —kedvez$ (9,6+1,0 szamara.
Fo-05) — k mellett, i 10 év alatti torténd vi: i dél i lehet: Vi dasi T: k Orsza, Vl, a pest V., Arany

sével - megeldlegezi.

gos
Janos utca 25. (Postacim: 1394 Bp. Pf. 351.) Telefon, fax: 132-9917.
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Statement

In accordance with the provisions of the Regulation on the Use of Artificial Intelligence of
University of Miskolc and the Guidelines for the Use of Artificial Intelligence of the Dek
Ferenc Doctoral School of Law, I, undersigned Agota Szekeres (name), declare that I have
used / have not used artificial intelligence in my doctoral dissertation and thesis booklets.

In the case of the use of artificial intelligence (hereinafter: Al), I declare the following:

a. Grammarly Grammar Check

1. The name of the Al tool used: Grammarly Grammar Check

2. The URL and version of the Al tool used: https://www.grammarly.com/grammar-check

3. The exact date of production of the generated content (year, month, day): 2025-2026

4. The purpose and extent of use: Used exclusively for language proofreading, grammar
correction, stylistic polishing, and spell-checking throughout the dissertation. No substantive
legal analysis, research findings, conclusions, hypotheses, or original scientific content were
generated by the tool.

b. ChatGPT

1. The name of the Al tool used: ChatGPT

2. The URL and version of the Al tool used: GPT-5.3, https://chat.openai.com/

3. The exact date of production of the generated content (year, month, day): 2025— 2026

4. The purpose and extent of use: Used as a supplementary language and research-support
tool for the translation of Italian, Portuguese, French and German legal literature, legislation,
official documents, historically relevant articles, and academic materials that were not available
in English, as well as for language refinement, grammar correction, and citation formatting
assistance. All legal analysis, comparative assessment, interpretations, conclusions,
arguments, hypotheses, and scientific findings contained in the dissertation are the author's
own work.

I acknowledge that according to the Guidelines for the Use of Artificial Intelligence of the
Deédk Ferenc Doctoral School of Law, ,, The use of Al is prohibited for the formulation of
thesis, research results, conclusions, inferences and analyses. Any thesis or paper prepared in
this way is not admissible.”

Miskolc,
>
Ra?
2026.05.07.
signature
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