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Remembering the context in Remembering the context in 
Central and Eastern EuropeCentral and Eastern Europe

•• The past: the communist period, its endThe past: the communist period, its end
•• Today and the future: the accession to the Today and the future: the accession to the 

European UnionEuropean Union
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Water pricing: the current situation Water pricing: the current situation 
in Central and Eastern Europein Central and Eastern Europe
•• User charges for drinking water/sewerage are User charges for drinking water/sewerage are 

the rulethe rule
•• Two part tariffTwo part tariff
•• Many countries with abstraction and pollution Many countries with abstraction and pollution 

charges that are earmarkedcharges that are earmarked
•• Significant increase in water prices in the last 10 Significant increase in water prices in the last 10 

years (e.g. Slovakia: +70% in last 2 years)years (e.g. Slovakia: +70% in last 2 years)
•• CostCost--recovery: drinking water > sewerage, recovery: drinking water > sewerage, 

industry > households > agricultureindustry > households > agriculture
•• CrossCross--subsidisation (industry to households)subsidisation (industry to households)
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Current water prices in selected Current water prices in selected 
countriescountries

CountryCountry HouseholdsHouseholds IndustryIndustry
Water supplyWater supply SewageSewage Water supplyWater supply SewageSewage

BulgariaBulgaria 0.180.18--0.870.87 Inc. supplyInc. supply 0.270.27--0.920.92 Inc. supplyInc. supply
Czech RepublicCzech Republic 0.920.92 Inc. supplyInc. supply 0.920.92 Inc. supplyInc. supply
EstoniaEstonia 0.260.26--0.530.53 0.240.24--1.061.06 0.260.26--1.021.02 0.220.22--1.81.8
HungaryHungary 0.10.1--1.011.01 0.090.09--1.521.52 0.240.24--1.031.03 0.180.18--3.463.46
PolandPoland 0.430.43 0.350.35 0.550.55 0.50.5
RomaniaRomania 0.0150.015 0.0110.011 0.0150.015 0.0280.028
SloveniaSlovenia 0.130.13--0.870.87 0.0240.024--1.631.63 0.320.32--0.590.59 0.0630.063--0.360.36
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Background information on the Background information on the 
water sector in Hungary (1)water sector in Hungary (1)

•• Part of the Danube river basinPart of the Danube river basin
•• Drinking water mainly from groundwaterDrinking water mainly from groundwater
•• Five regional water companies and a wide Five regional water companies and a wide 

number of local companies (also buy number of local companies (also buy 
water from regional companies)water from regional companies)
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Background information on the Background information on the 
water sector in Hungary (2)water sector in Hungary (2)

•• Water and sewerage usually provided by Water and sewerage usually provided by 
the same company (but in Budapest…)the same company (but in Budapest…)

•• Different forms of water companiesDifferent forms of water companies
•• Since 1994: price setting for households Since 1994: price setting for households 

by local governments but for the 5 by local governments but for the 5 
regional companies (industry and regional companies (industry and 
agriculture prices not regulated)agriculture prices not regulated)
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Characteristics of the household Characteristics of the household 
sectorsector

•• 97% of household production metered 97% of household production metered 
(not in flats)(not in flats)

•• 50% of people connected to sewage50% of people connected to sewage
•• Household water consumption: 100 Household water consumption: 100 

l/day/capita (but 190 l/day/capita for l/day/capita (but 190 l/day/capita for 
Budapest…)Budapest…)
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Water pricing in the household Water pricing in the household 
sectorsector
•• Constant volumetric rate = the normConstant volumetric rate = the norm
•• Preferential VAT rate (12% instead of 25%)Preferential VAT rate (12% instead of 25%)
•• Water priceWater price

–– Water supply: 135 HUF/mWater supply: 135 HUF/m33

–– Sewage: 110 HUF/mSewage: 110 HUF/m33

–– But wide diversity (e.g. from 30 to 295 HUF/mBut wide diversity (e.g. from 30 to 295 HUF/m33 for water supply)for water supply)

•• Equivalent to 1.5% of net income (2% to 0.9% from first Equivalent to 1.5% of net income (2% to 0.9% from first 
to tenth income deciles)to tenth income deciles)

•• Recovery of operation and maintenance costs => crossRecovery of operation and maintenance costs => cross--
subsidisation from industry, subsidies from governmentsubsidisation from industry, subsidies from government
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Characteristics of the industrial Characteristics of the industrial 
sectorsector

•• More than half industry use from selfMore than half industry use from self--
abstractionabstraction

•• Industry also buying lower quality water Industry also buying lower quality water 
from water companiesfrom water companies

•• Manufacturing = 50% of industrial useManufacturing = 50% of industrial use
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Water pricing in the industry sector Water pricing in the industry sector 

•• Water priceWater price
–– 150 HUF/m150 HUF/m33

–– But high variability (70 to 3000 HUF/mBut high variability (70 to 3000 HUF/m33…)…)

•• Sewage priceSewage price
–– 130 HUF/m130 HUF/m33

–– But high variability (50 to 1000 HUF/mBut high variability (50 to 1000 HUF/m33))

•• CrossCross--subsidy to householdssubsidy to households
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Characteristics from the agriculture Characteristics from the agriculture 
sectorsector

•• Agricultural water useAgricultural water use
–– Fish ponds = 50% of agricultural water useFish ponds = 50% of agricultural water use
–– Irrigation = 20% of agricultural water useIrrigation = 20% of agricultural water use

•• Tendency in reduction in irrigated areaTendency in reduction in irrigated area
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Water pricing for the agriculture Water pricing for the agriculture 
sectorsector
•• Unregulated pricesUnregulated prices
•• Costs usually cover operation and maintenance Costs usually cover operation and maintenance 

costs (but for water supplied by regional costs (but for water supplied by regional 
companies that also recover investment costs)companies that also recover investment costs)

•• Current pricesCurrent prices
–– Fixed component: 350 (gravity) to 8000 (pressure) Fixed component: 350 (gravity) to 8000 (pressure) 

HUF/haHUF/ha
–– Unitary rate: 0.3 to 4 HUF/mUnitary rate: 0.3 to 4 HUF/m33

•• Prices between 0.5 to 2% of the gross value Prices between 0.5 to 2% of the gross value 
product of the cropproduct of the crop
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Other economic instrumentsOther economic instruments

•• Water abstraction feeWater abstraction fee
–– 5.55 billion HUF in 20005.55 billion HUF in 2000

•• Pollution finesPollution fines
–– 450 million HUF in 1998450 million HUF in 1998

•• Proposed pollution charges (for Proposed pollution charges (for 
households and industry) discussed for households and industry) discussed for 
the last 3 years the last 3 years –– would entail raise in would entail raise in 
wastewater service prices by 35 to 127%wastewater service prices by 35 to 127%
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In conclusionIn conclusion

•• Importance of economic instruments (costImportance of economic instruments (cost--
recovering, revenue raising)recovering, revenue raising)

•• But limited environmental concerns….But limited environmental concerns….
–– Partly because reduced economic activity has reduced Partly because reduced economic activity has reduced 

pressure on the environmentpressure on the environment

•• No assessment of effectiveness and impact No assessment of effectiveness and impact 
–– Water demand decrease during the 90ies reported as Water demand decrease during the 90ies reported as 

resulting from aggregated water price increase…. resulting from aggregated water price increase…. 
without accounting for drastic economic changes….without accounting for drastic economic changes….

•• Earmarking issuesEarmarking issues
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