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1 Overview

The first law on water supply in Hungary was the¢ & Water Right 1885 (XXIlII), which
created the legal framework for the water sett¢Hegediis et al., 2010) The water networks
and water companies were nationalised in 1948 amdby the municipalities (at times at

local and then again at county level). Informationneeds was collected at the level of
municipalities, with a decisive role played by tbeal bodies of the ruling party. Investment
decisions were made by the Planning Office, in ataBon with the Ministry of Finance, and
the respective (national, regional, and local) bedif the ruling party.

Water used to be provided free of charge befor® 198ats (dwellings) rented from
municipalities: water supply had been includedhia itent, which had in turn artificially been
kept low as a compensation for low salaries. Noton& ownership responsibilities, and thus
the infrastructure — including the dwellings thehass as well as the various networks of
electricity, gas, water, sewerage and telephorad-blecome obsolete in terms of technical
quality and reliability. Further, they became irigti€ént in terms of geographical coverage.
People living in their own flats or houses alwagsl o pay for water supply. Even though the
rates used to be heavily subsidised these peojge b&d to contribute to the investment
costs, which incurred when the network was beirtgreded to reach their dwellings.

A factor of marginalisation was living in those divegs, which were not connected to the
public water supply network, or living in settlent®mith poor or no public water supply. In
the latter case, people were using water from &inst

Avoiding health-related risks is a serious subje¢he Hungarian water supply. Water was
contaminated with arsenic in nearly 350 settleméritthe total 3,200) even in 2011, above
250 in 2012, and nearly 160 in 2013. Taking intocamt other hazardous ingredients, too,
water quality was below the EU standards in 368esaents in 2012.

3 For a summary of major developments in the govereaystem of the water sector
(organisational and ownership structures, regulatigstribution of responsibilities) from the
late 19" century up to 1990 see e.g. Hegedus et al. (2ppO)-3.
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Figure 10: Number of settlements with above threbtelel of arsenic in drinking water (by counti¢Spurce: ANTSZ
[National Public Health and Medical Officer Servicéy6viz midség, 2013,
https://www.antsz.hu/data/cms65055/lvovizminosegpai)3.

In 2010 around 1.5 million people lived in 364 kattents effected by the problem of arsenic
contaminatiorf* Various steps were taken in these settlementspplg healthy water at least
for drinking and cooking. For example, the settlateavere supplied healthy water by tank
vehicles or bottles, and/or various types of fitgrequipment were installed or distributed to
households. To meet the EU standards, a nationgkganme was launched and resulted in a
decrease in the number of affected people by 2Figure 11)
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Figure 11: Number of people living in settlementthwibove threshold level of arsenic in drinking wgby counties)
(Source: ANTSZ [National Public Health and Medicali€r Service]: Ivoviz mifség, 2013,
https://www.antsz.hu/data/cms65055/lvovizminosegpai)3.

Due to geological factors, the affected settlemargsconcentrated in the South-East part of
Hungary. (Figure 12)
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http://zipp.hu/belfold/2010/02/22/arzenes_ivoviz_aatsz_szerint_masfel_millio_ember_eri
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Arzén koncentracié

10 gl alant
B 10-20 g/l kozott
B 20 pgl ielett

Figure 12: Geographic distribution of settlementshwdbove threshold level of arsenic in drinking wg8913) (Source:
ANTSZ [National Public Health and Medical Officer @ee]: Ivoviz midség, 2013,
https://www.antsz.hu/data/cms65055/lvovizminosegpadf)3.

Legend: below 1@g/l; between 10-2@g/l; above 2Qug/l)

Access to public water supply has improved to @wotthy extent in Hungary since 1990:
79.2% of all settlements were supplied with pulalater in 1990, 99.4% in 1998, and 99.9%
in 2000. As for dwellings, this ratio increasednfr@0.1% in 1990 to 90.8% in 2013. There
has been some difference between dwellings in t@mdsvillages. As for the former, the
share of dwellings supplied with public water it increased from 84.9% in 1990 to
95.0% in 2009; and then slightly decreased by 2Uh8.respective figures for the latter
(dwellings in villages) are as follows: 93.9% iNDY 96.7% in 2009; and 95.8% in 2013. The
length of the public network has been extendeddayly 24%. (Table 7)
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Table 7: Settlements and dwellings with public watgpsy, 1990-2013

Settlements | Dwellings Length of
supplied with public water the Per capita
Year numbe % of all % of all dwellings in ?/\lljabtltle(; con\évl?rf’?p:tion,
" settlement number _ network m3
S towns | villages total Kkm '

1990| 2,431 79.2 3,302,930 84.9 93.9 70.1 52,419 55.8
1991 | 2,585 84.1 3,385,451 86.4 845 730 54,276 51.1
1992 | 2,717 87.9 3,445,566 87.% 94y 753 55,309 49.4
1993| 2,802 90.2 3,483,240 88.1 95.0 76.2 56,429 45.8
1994 | 2,880 92.5 3,524,560 88.8 945 786 57,399 43.0
1995| 3,047 97.5 3,590,924  90.0 948 817 58,973 40.8
1996| 3,084 98.7 3,627,996 90.% 94y 825 59,709 38.4
1997| 3,098 99.1 3,653,750 90.6 946 834 60,673 37.0
1998| 3,113 99.4 3,686,988 91.1 946 845 61,252 36.7
1999| 3,124 99.7 3,710,042 91.4 945 856 61,999 36.0
2000| 3,131 99.9 3,751,770 92.1 95.8 86.1 62,285 38.0
2001| 3,132 99.9 3,774,278  92.6 94.0 89.7 62,622 36.6
2002| 3,132 99.9 3,814,868 93.0 95.4 88.0 63,149 37.5
2003 3,144 99.9 3,854,511 93.2 955 889 63,762 39.0
2004 | 3,144 99.9 3,909,916 93.7 95.8 894 64,355 36.8
2005 3,144 99.9 3,956,168 94.0 959 898 64,641 36.8
2006 | 3,144 99.9 3,996,228 94.3 96.1 90.3 64,941 36.8
2007 | 3,152 100.0 4,045,00F 94.y 96.6 90.8 65,235 374
2008 | 3,152 100.0 4,083,630 94.9 96.6 91.0 65,194 36.0
2009| 3,152 100.0 4,114,652 95.0 96./ 90.9 65,207 35.9
2010| 3,152 100.0 4,127,155 94.9 96.6 90.9 66,002 34.1
2011| 3,154 100.0 4,126,075 94.7Y 96.6 90.1 66,065 34.1
2012| 3,154 100.0 | 4,150,484| 94.3| 95.6 | 90.9 | 65,425 34.4

2013| 3,154 100.0 4,161,147 94.4 95.8 90.8 64,790 33.5

Source: Central Statistical Office, http://www.kalvdhocs/eng/xstadat/xstadat_annual/i_zrk001.html

Per capita consumption, in the meantime, has deedeeonsiderably: from 55.8%im 1990

to 33.5 niin 2013. This change has been fairly quick. Thi& biithis decrease had already
occurred by 1997. Comparing this year’s level & tf 1990, a drop by 33.8% is to be noted
(or 84.5% of the fall observed in 2013 as comp&netP90). Experts have identified several
reasons for this drastic contraction: (a) peopiethsecome price sensitit?feand thus have
reduced their water consumption and/ or turneakog water from (legal or illegal)
fountains; (b) better off people began startedkiinigp bottled watef® and (c) the waste of
water (leakage) might have been reduced by the misdéion of infrastructure.

> As already mentioned, water used to be provideel &f charge before 1990 in flats
(dwellings) that were rented from municipalitiefieTcosts for water supply used to be
included in the rent.

“®\Water used by businesses is not accounted faisrfigure.
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Nearly all dwellings in Budapest were connectethtopublic water utilities in 1990 already,
while the national average was just below 85%, higwr94.4% by the end of 2013. Regional
data (by counties) indicate quite a wide gap: igifdd county a mere 63.2% of dwellings
were connected to the public water utilities in 9@ Pest 70.1%, and Borsod-Abadj-
Zemplén 71.4%. At the end of 2013 the respectitiegavere 87.9%, 90.8%, and 88.9%
(Table 11).

Act LXV on Local Governments, passed in 1990, sémd water provision and sewage
management to become functions of the local goveminThe operation was organised in
different ways. While the water supply services(arefor a certain period were) run by a
public-private partnership in several cities, ihatmunicipalities these services remained in
public hands (e.g. Debrecen). Overall, these issaee mainly been discussed in closed
sessions by politicians and experts, with hardlyiamolvement of the public. The
discussions and decisions had of course been egport by the media. The main
considerations were financial in their nature avated on topics such as the funds that
would be needed to modernise and extend the infitate of public water supply.

Maintaining a vast — and, in many cases, ‘agingétwork is quite a costly endeavour on its
own, let alone the pressing need for extensionnaodernisation. Publicly owned companies
did not have sufficient funds to finance these saakhe early 1990%. Thus privatisation
seemed inevitable in many cases and indeed bedd#9#h (Boda et al., 2008; Hegeds et al.,
2010) One of the important issues was the quesfiovhat to sell as in whether this should
include the management rights only or beyond tiattssets (the pipelines and equipment) as
well.

As an overall assessment, privatisation has imprdive efficiency of waterworks. (Boda et
al., 2008) Yet, FIDESZ - the dominant governmemtypsince 2010, also governs Budapest
since 2010, and used to be in majority in Szege®88-2002 — boasts a populist, ‘freedom
fighter’, anti-capital, and nationalistic, at sop@ints even xenophobic stance is against
foreign capita in gener&f,and thus has made all the efforts to reverse {isat#on in this
sector. Further, sectoral taxes like those on pipslhave been introduced to increase the
financial burden of investors, thereby driving theat of Hungary. The case of the Pécs
Waterworks is an extreme example of these develonin the night of October 5, 2009 a
security firm, commissioned by the municipalitycapied the headquarters of the
waterworks in order to physically prevent the compfiom continuing its servicéS.This
resulted in the launch of court cases by the d¢gemith the foreign investors and the
municipality suing each other.

47 Through the 1980s the companies had to face asing financial difficulties because of
the depressed fees and decreasing subsidies. Byngtees the sector ended up in a very
difficult financial situation: the revenues fronethollected user charges did not even cover
the operational costs, while significant investrsamére needed both in the water and the
sewerage sectors.” (Hegedus et al., 2010, p. 3)

“8 Hungarian and foreign dailies and weeklies haugligiied thousands of articles on these
issues. For a more academic, comprehensive, sumeggye.g. Kornai (2015).

“9 For further details on this case, covering theetigyments up to 2009, see e.g. Hegedis et
al., 2010: Box 1).
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Privatisation did not have any direct effect onarginalised since prices always had been
and remained to be set by the municipalities irstddahe privatised waterworks. The price
formula is specified usually in the concession caxttand contains operational costs (taking
into account inflation and exchange rate fluctugtiplus a management fee.

For other reasons, however, access to piped wasgbden uneven by income groups. In 1992
75.5% of households in the lowest income decilhefpopulation had access to piped water,
while that ratio was 97.6% for the households mlilghest decile. That gap has been
narrowed by 2003: 80.7% vs. 99.4%. (Table 8)

Boda et al. (2008, p. 181) claim that this inegydias not been caused by physical and
spatial marginalisation of social groups (or regjomRather, it is due to the limited financial
capacities of people to pay for the costs of conoec”In other words, connection charges
hamper access and not necessarily the consumpliei b

Table 8: Proportion of dwellings supplied with pipedter by income groups (%)

Year Income groups

1 2 3 4 5 & 7 8 9 10 Average

1992 755 823 86.1 88.0 89.7 90.7 932 936 968 976 89.3
1993 734 828 859 882 887 897 929 955 966 983 90.2
1994 79.0 853 86.6 889 91.0 899 922 944 9.6 983 91.0
1995 758 849 868 870 898 930 933 939 973 979 910
1996 7e6.4 86.5 903 915 906 91.7 93.7 956 968 98.1 92.1
1997 733 861 90.5 901 90.7 914 925 959 97.7 987 918
1998 79.1 875 90.3 898 919 939 941 947 96.7 986 926
1999 77.6 859 892 907 926 93.7 941 9.6 973 989 928

1st 1st 2nd 3rd 4th 5th 10th  Average
decile quintile quintile quintile  quintile  quintile  decile

2000  80.7 85.7 92.0 93.9 97.2 99.0 99.4 94.4
2001 77.8 84.2 93.8 95.9 98.0 99.4 99.4 95.1

1 2 3 4 3 o] 7 8 9 10 Average

2002 79.1 908 925 945 955 968 97.0 985 985 993 952
2003 80.7 91.0 92.7 958 952 967 97.3 98.6 985 994 955

Source: Central Statistical Office (Table 7.1 in Betlal., 2008)

2 Water supply in Budapest

After the privatisation on 1 January 1994, the watgpply services of Budapesi{farosi
Vizmivek Zrt.; or Budapest Waterworks) was run by atjgenture until 29 June 2012. The
joint venture was owned by the municipality and pvivate investors, that is, SUEZ
Environnement S.A. and RWE Aqua GmbH. (Table 9) ithumicipality retained majority
ownership, but operation was the duty of the pavavestors who hence held the
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management rights. For instance, the Board of Rireavas chaired by a French director
until 29 June 2012 and there was a German memlilee iBoard. Yet, there were six
Hungarian members, td8.Until 29 June 2012 the general manager was a Hiam@vho
became a deputy general manager for finance onr3®2012) while the two deputy general
managers for operations and technical affairs anfirfance were foreigners.

Table 9: The ownership structure of Budapest Watesyo
1 January 1994 — 29 June 2012

Shareholders Ownership (%)
Budapest City Council 73.60
Hungéariaviz Zrt.* 23.65
SUEZ Environnement S.A. 0.87
RWE Agua GmbH 0.84
Budakeszi Municipality 0.24
Budadrs Municipality 0.57
Halasztelek Municipality 0.11
Szigetmonostor Municipality 0.09
Szigetszentmiklés Municipality 0.03

* Hungariaviz Zrt. was owned by SUEZ EnvironnemeAt &nd RWE Aqua GmbH.
Source: Budapest Waterworks, Annual Report, 2012

The foreign investors divested their investment2®dune 2012, and since then the company
is in the hands of domestic (and public) ownerab{& 10)

Table 10: The ownership structure of Budapest Watdsvsince 29 June 2012

Shareholders Ownership (%)
Budapest City Council 78.02
Budapest Waterworks 20.94
Budakeszi Municipality 0.263
Budaérs Municipality 0.637
Halasztelek Municipality 0.123
Szigetmonostor Municipality 0.102
Szigetszentmiklos Municipality 0.031
Kisoroszi Municipality 0.010
Pocsmegyer Municipality 0.009
Biatorbagy Municipality 0.009
Tokol Municipality 0.002
Szigethalom Municipality 0.002

Source: http://vizmuvek.hu/hu/fovarosi-vizmuvek#@sagi-informaciok/fovarosi_vizmuvek/tulajdonosedkezet; accessed
on 13 March 2015

*0 Annual Report, 2012. In 2011, too, there wereHingarian members of the 8-strong
Board. (Annual Report, 2011) In contrast, Hegedi&.€2010), p. 9, claim that the foreign
investors had a permanent majority on the boagd4iout of 7 seats. A possible explanation
is that the foreign owner nominated Hungarian mestethe Board.
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An interview conducted with a former employee sggéhat the foreign investors had
introduced modern management techniques, upgraedadftastructure and regularly
retrained the employees. Study tours abroad hashbesignificantly more frequent than
before, and since 2012 (when the foreign inved&stshave become far less frequent again.
Further, annual bonuses are not being paid any amatether additional forms of
remuneration (e.g. via cafeteria) have been cut bax

The situation of the marginalised has not beerctdtedirectly either by the privatisation or
the change of the ownership structure in 2012. Thewever, suffer from a combination of
several factors. Usually they live in run-down e of flats where the water pipes are out-
dated, and thus leakages are ‘normal’. What is &gansmany cases water meters cannot be
installed, and thus consumption cannot be measqwyrdidts, given the technical condition of
the pipes. Replacing the pipes is rather costlycamdbe done only gradually, at best. As a
consequence, insufficient attention is paid to @dr@onsumption or notice and stop waste.
Thus, tenants in these houses are prone to pagharhiater bill going along with thus
increased costs for sewage. Further, toilets aeedtfacilities in many of these houses (not
installed inside flats). Again, not enough — if angittention is being paid to maintain them, to
control water consumption and stop leakages. Th#&biunnecessarily) high(er) water
consumption is to be paid by all tenants, regasdiégheir actual use of the toilets and
individual water consumption.

In sum, several — in many cases interrelated -efactre at play influencing the situation of
the marginalised. Namely they are: housing, thdityua infrastructure, access to various
services (water, electricity, gas, heating, efob,opportunities (i.e. the ability to earn regular
sufficient income and thus pay the bills), eduaat&ocial policies and so on. In other words,
it would not be sound to analyse access to wateoiation from these other factors.

3 Water supply in Szeged

In 1994, the operation of the water supply servigas privatised. This agreement was
renegotiated in 2001. The municipality demandestdot these negotiations. As a result of
heated discussions, during which e.g. legal acticgre also used as weapons, several major
points of the original contract were amended. Filst foreign investor now is not entitled a
management fee anymore. Second, the foreign inviestioits formerly exclusive rights to
perform maintenance, reconstruction and other lmgl{investment) activities via a separate
company’* Third, the company was transformed from a limitatility company (Ltd.) into

a joint stock company and the municipality alsaéased its influence in the bog&fdThe
managing director is still appointed by the foreigwestor, but he now is a Hungarian citizen
at the time of writing.

®L These capacities were 'internalised’, i.e. empésyef that separate company are now
employed by the Szeged Waterworks. (Horvath andrP@012)) From a different angle,
now there is no incentive to 'externalise’ profitg making contracts with a separate firm at
inflated prices.

2 These three elements are mentioned in a writiely by Szeged Waterworks, provided in
Hungarian. (24 March 2015)
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Several Hungarian accounts, co-authored by GalteriPéave presented this case as a
success story, due to mutual learning. (Hegedéak,&2013; Horvath and Péteri, 2012)
Hungarian political weeklies, in contrast, tencgtophasise conflicts over appropriating those
elements of profits that stem from investment aiiéis (i.e. not from the basic service
provision). These tensions are partially disguigedtially motived by party political
motivations. (e.gMagyar Narancsa series on Szeged, October — December 2000)

4 Water supply in Debrecen
In 1923, a lighting company took over the operatbthe water supply in the city given the
electricity needed for pumping water. This was anitipal company?

>3 Interview with the managing director of Debreceatéfworks; see also Gy (1976), pp.
171-172, 210-212.
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Table 11: Ratio of dwellings connected to the drigkwater-conduit network (%)

Regions/ countie 199C 199¢ 200C 2001 200z 200z 2004 200t 200¢ 2007 200¢€ 200¢ 201C 2011 201z 201t
Budapest 98.3 99.0 98.1 984 98.1 983 985 98.0 985 98.7 99.0 99.2 995 995 098.8 99.8
Pest 70.1 79.2 874 89.7 90.8 909 91.8 918 91.7 93.1 936 939 948 93.0 90.8 90.8

Central Hungary 89.8 929 948 956 958 959 963 96.0 96.3 96.8 97.2 974 979 973 96.1 96.7
Fejér 82.3 91.0 953 950 952 958 96.2 96.3 96.2 964 965 96.7 968 96.6 944 96.3
Koméarom-Esztergom 88.094.4 951 946 948 949 949 949 945 947 948 946 946 945 931 0931
Veszprém 89.6 956 97.3 97.7 98.7 989 986 988 986 983 983 984 982 976 97.7 98.0

Central Transdanubia 86.493.6 959 958 96.3 96.6 96.7 96.7 965 96.6 96.7 96.7 96.6 96.4 951 96.0
Gydr-Moson-Sopron 85.6 95.6 96.8 93.3 945 948 947 983 984 0983 984 985 97.3 97.7 97.0 96.9

Vas 90.8 951 956 965 96.6 96.5 96.2 96.7 96.9 96.9 971 976 974 97.1 97.6 97.7
Zala 86.1 93.1 953 947 952 951 949 96.3 958 955 952 949 940 946 939 0937
Western Transdanubia 87.294.7 96.0 946 952 953 952 973 97.2 971 971 97.2 964 96.6 96.3 096.1
Baranya 80.9 93.3 96.1 933 941 951 971 976 978 979 979 98.0 976 964 972 916
Somogy 87.3 88.3 921 933 935 946 953 959 959 96.0 96.1 964 946 940 93.2 935
Tolna 85.1 89.9 91.8 934 939 942 946 945 947 947 950 952 96.2 958 96.8 96.8

Southern Transdanubia 84.290.7 93.7 93.3 93.8 947 959 96.2 964 965 966 96.8 96.2 954 0957 935
Borsod-Abaulj-Zempléen 71.4 79.8 828 84.6 850 858 865 873 879 882 883 881 871 87.7 888 889

Heves 80.2 88.0 91.8 918 92.1 92.7 926 924 928 931 934 93.7 938 93.8 93.0 929
Nograd 63.2 83.7 881 89.1 88.0 869 874 879 884 89.1 89.1 89.2 895 89.1 904 879
Northern Hungary 723 82.6 86.1 873 874 878 88.2 88.7 89.3 89.7 89.8 89.8 89.3 89.6 90.2 89.8
Hajda-Bihar 92.0 93.7 92.8 932 935 938 940 943 945 950 954 958 0957 0957 940 948

Jasz-Nagykun-Szolnok  84.087.9 926 93.6 93.7 942 947 948 950 950 951 949 951 950 955 096.2
Szabolcs-Szatmar- 76.4 824 86.1 88.0 895 90.2 915 922 928 93.7 935 93.6 92.8 931 940 93.2

Northern Great Plain 84.2 88.1 904 915 921 92.7 93.3 93.7 940 945 946 948 945 946 944 946
Bacs-Kiskun 81.1 84.2 843 842 850 855 86.7 869 872 874 877 878 873 871 874 875
Bekes 83.7 86.5 88.0 89.5 89.7 90.0 90.1 89.9 90.6 931 93.2 93.2 941 938 945 9438
Csongrad 89.5 88.8 89.4 905 905 894 896 90.0 913 916 91.7 915 90.1 901 91.0 916

Southern Great Plain 84.586.3 87.0 87.7 88.1 88.0 886 887 895 904 905 90.5 90.1 89.9 905 90.9

Total 84.9 90.0 92.1 926 93.0 93.2 93.7 94.0 943 94.7 949 95.0 949 947 943 944

Source: Central Statistical Officettp://www.ksh.hu/docs/eng/xstadat/xstadat_annuakD05.html
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