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1 Introduction

The project is based on the exploration of 29 case studies. These case studies are expected to provide information on the interaction between a range of PESTE factors, at various levels, on the parties and processes involved in decision-making, including the constraints on decisions and objectives of decision-makers, so that models can be developed of these interactions to guide future decision-makers.

It is important to note that there is a major difference between the case study cities in the sense that those cities situated in the former EU have been making decisions in a market economy context even if market rules have not necessarily prevailed in the public utility sector, while the cities in the new EU members and accession countries have been making decisions in a newly introduced context of the market economy. The 1990s brought the change of regimes and the introduction and establishment of the market economy.
Several factors have been changed since then. Some of them are very relevant to the case studies, and they may help understanding reasons behind the various decisions.
At national level:


- There was no model how an economy (based on almost solely state and cooperative ownership) could be transformed into a market economy with dominating private ownership. It was only in the mid 1990s when the EU gave some guidelines helping transformation by making a list of the most important directives (in the White Book for the accession countries) that had to be introduced in order to establish the conditions of the market economy.

- The legislation was focusing mainly on the harmonization process, and there were less time for making thorough analysis on the impact of the new system on the everyday life and to discuss theoretical questions.
At municipal level: 


- The hierarchical structure of municipalities was changed and all municipalities gained equal legal status. The state budget and local revenues became the two financial sources for meeting public duties at local level. Thus in theory the municipalities became independent in financial terms, as well. 

- Before 1992, the major cities had their own companies providing water supply and sewerage, although the network was in state ownership. Important financial decisions related to new developments and/or investments were not made at local level but at central level. At the company’s management and municipal level the provision of services were considered rather a technical matter in order to meet all needs within the limitation set by the central budget. 
At company level:


- In most cases the same company was responsible for providing WS and WWS also managing bathes/swimming pools/thermal bathes.


- The provision of drinking water gained priority over sewerage, thus the so-called utility gap had been created, and even if collection of sewage appeared treatment was lagging behind.


- The costs of operation were not realised in the prices of products and services, the price was kept very low based on the philosophy that ‘everyone has the right to water and also that water is a relatively freely accessible product’.


- The employment of the companies in most cases were not based on economic rationality, due to full employment strategy the so-called inside unemployment existed at various degree.


- The companies had to provide social services for their employees they operated facilities related to food, day-care for babies and children, dormitories for the commuting employees, ‘holiday-inns’ for holidays etc. Thus employment at the companies reflected those needs, as well.


- It was only in 1988 when in the wages the income tax was indicated, thus the employees learnt how much income tax he/she had to pay.

- The inflation of the early 1990s was very high.

For the above reasons the case studies contain some common episodes that started a range of episodes some differs significantly, some are very similar to each other. 
2 City Background

Debrecen is one of the most important cities of the Great Plain North-East. It is the county seat of the county of Hajdú-Bihar. Its population is now 205 881, so it is the second city in Hungary by population. It has been a commercial and cultural centre of the region for long time ago. Debrecen was one of the centres of the Great Plain. Debrecen was always proud to its special status. During the Calvinist movement Debrecen became its cultural centre in Hungary. It was a special right to become the citizen of Debrecen; they had to give an oath to get that status. 

Because of its geographical location having no surface water available in its vicinity the wastewater system started early. For hundreds of years the lack of good quality potable water had represented health hazards to the population. There were two kinds of wells the ‘good wells’ giving good quality water, and the ‘bad wells’ with bad quality water. Around 1820 debates and negotiation had started to solve the problem of drinking water and also the city’s need for a wastewater system. They were needed basically for three reasons: hygienic, fire, lung disease. The lack of a wastewater system represented a real health hazard, without water for the extinction of fires the risk of fire born damage was high, and without water to keep dust out of the air the lung related death was high compared to other major cities. The work was done based on Hungarian engineers’ plans.

In Debrecen the wastewater system was developed before the establishment of the water supply network. The actual work was put on tender. By 1826 the city had a connected sewer system. The system was planned according to the natural water flows. In 1911 the second phase of sewer network development took place. The city ordinance on sewers was passed in 1914. It provided for the rights and obligations of the land owners, established provisions on connections and fees for using the system, etc. 

By 1830s artesian wells were drilled (100-837m) based on the plans and work of Vilmos Zsigmondy. By 1896 the number of artesian wells was 1200. In 1893 the city council had decided to establish the central waterworks, although the actual operation of the waterworks started only in 1913. A city ordinance of 1914 was passed establishing the rights and obligations of households related to water supply. People could take water free of charge from public wells, however if they used the network then a price had to be paid based on metering.

After the World War I a new city development was accepted. The plan for the first sewage treatment plant was accepted in 1924 and in 1926 the city took a 3 million dollar loan. As a result major investments were made in the public service sector (network development, transportation, etc.) The sewage treatment plant started operation in 1931 with a mechanical cleaning system.

The number of Debrecen’s population had been continuously increasing over the years and the supply of water was limited. New sources had to be found. The new wells dug had some quality problems and a new filter (Kurtz type) had to be introduced. The iron content of the water had dropped drastically.

During World War II the system was severely damaged. (1907 m out of 77 km) and the reconstruction was ready by 1947. Pavements on the roads also caused problems since more than 90 percent of the rainfall got into the sewers instead of the previous 20 percent before hard covering of the roads. The new system operated till 1981. By the end of the 1990s a new sewage treatment plant was built. As of today a new modern sewage treatment plant is under construction using community funding.

After the nationalization of the water systems in 1949 the Debrecen Water and Canal Works was established. In 1959 the well drilling department separated and it became the legal predecessor of the County waterworks and in 1963 the operation of one of the new water towers was given to the Medical University. In 1967 new major industrial users connected to the sewerage system (mainly food processing industry), but other sectors of the industry such as the chemical sector (Biogal), construction (panel houses), machinery etc. were present in Debrecen, as well.
The increasing demand for water resulted in 1960-70s that additional new water source was introduced: the surface water from the East-Main-Canal. In 1976 the surface water cleaning department was transferred to the regional waterworks of Tisza river-basin and the surface water coming from the East-Main Canal was cleaned based on a mutual agreement between the two companies. 

While sewerage and water supply was provided by one company in 1976 that company joined with the Bath operating company.

Sewage treatment was always important in Debrecen due to its geographical location. In 1981 and 1983 new sewage treatment plants started operation for the increased amount of sewage. However, the so-called utility gap was still relatively high in Debrecen. Water supply network development gained priority over sewers network, resulting that by 1980 the water supply was 91% within Debrecen.
The change of regime and the privatization changed the economy of Debrecen. Major industrial companies went bankrupt and new companies were formed. In the early years the unemployment rate of the city was about 15 percent. There has been a slight negative migration rate, the population is slightly decreasing. At the same time the unemployment rate decreased, too. The investments of the city have been generating new jobs.
In 1992 state ownership of the network was transferred to the municipality and in 1995 a share-holding company (100 % municipal ownership) was established and the company gained ownership over the network and operated the services. In 2000 the Waterworks became a member organisation within Debrecen Asset Managing Shareholding Company (100% municipal ownership) that was established by the municipality to manage all municipal owned companies.
The first municipal election was won by the right wing parties, then four years later the left wing parties led the city, and since 1998 the right wing parties are the leading political force in the city.

3 Water and Wastewater Undertaking

3.1 Background 
As mentioned above the WS and WWS both are provided by the same company in Debrecen. The company’s major business activity is in that sphere. Traditionally to the Hungarian water service sector bath/spa/swimming pools (BSP) operation also belonged to the same company and that was the case in Debrecen till the reorganization of it. While currently a considerably percentage of the sewers is combined, under the new project it will be replaced and separate network will be laid down.

After winning the tender, the collection of sewage from individual septic tanks is done by the service provider under a separate contract with the municipality the WW treatment plant of the city as the designated treatment plant.

The storm water/drainage network’s operation is not part of the services provider’s it is operated by the municipality.
The main task of the municipality had been and still is to provide WS to the population and to operate the WWS. However, the company is not only providing WS and WWS to the population but also to the businesses, industry, agriculture, as well.

The political change of regime, the privatization of the state companies, the need for economic efficiency to prevail at micro economy level brought radical changes in the region (and in Hungary). Also, individual metering in block houses made consumers to realize the amount of water they use and the costs of water.

By today the demand for water has halved (compared to in 1990), but the network and the capacity was built to meet the higher demand. It is an important issue how the various trends could be followed by the service providers if the demand could change so radically in a relatively short period of time, also when there is no legal obligation to join the existing network if there is a free capacity available.
As mentioned above, water is supplied mainly from groundwater reservoirs from 80-220 m below. There are two groundwater layers that are used: the water from the first layer could be used only for industrial purposes, while the second layer provides very good quality of water, though it does have iron and manganese content and also some methane. To a very limited extent surface water is used from the East-Main Canal. There are three areas within the water reservoir that were declared ecologically sensitive. The individual abstraction permits makes it difficult to develop the protection policy of the reservoir since it is the duty of the service provider, while it does not have all the information and power to elaborate it and to enforce it.

Since 1993, by law the Municipality sets the fee (the price) for the service as being the price setting authority. The national legislation does not have detailed rules on how the price has to be set; it is the municipal council which decides. After the agreement with financial institutions, each year the fee is calculated according to the formula given in that agreement. The price level of WS and WWS is set by the municipality in accordance with the services related costs, and the consideration of revenue needs.

The structure of WWS’s fee is similar to WS except that it is not metered. The quantity is calculated on the basis of water supplied. The fee for individual collection (septic tanks) of WWS is also set by the municipal council similar to WWS.
3. 2 Water and wastewater undertaking profile
As in most of the places in Hungary the ‘utility gap’ was very high in Debrecen. In 1990 the length of the WS network was 530.2 km, while the length of sewers was only 241.2 km. That is the later is 45.4 percent of the WS network. The same figure 2003 (645.3 km, 410.4 km, 63.6 percent) shows a significant change. The length of sewers almost doubled during that period of time. Sewage treatment started early, and the biological WW treatment started in 1994, but the capacity was not sufficient. The new WW treatment plant started operation in 2000, and under the ISPA project it will be further increased together with the sewers. 
The number of the population supplied is 205 881. 99.9 percent of the population is supplied with drinking water. Length of the network is 645.3 km, while the length of connections is 228.4 km. The water production capacity is 55 000 m3/day, the production of water in 2003 was 12.7 million m3, water taken 4.3 million m3, and 13.7 million m3 was sold. Water loss is 3.1 m3. 
There are two different water sources: the deep underground water and surface water. The number of deep drilled wells is 96 in three plants. While in 1990 38 percent of the supplied water was surface water, by 2003 it has decreased significantly, it is around 25 percent. Water production and sale has been decreased radically, it has dropped down almost half of the demand in 1990. 
By 2003 90.8 percent of the population is participating in WWS. Length of the network is 410.4 km, the length of the combined sewer (sewage/drainage) is 207.6 km and the length of connections is 225.7 km. The mechanical treatment capacity is 80 000 m3/day, the capacity for biological treatment is 60 000 m3/day. Only 207 m3 mechanically treated sewage was not treated biologically, as well.
While the length of the sewers has almost doubled since 1990, the amount of sewage has almost halved, from 29.2 million m3 to 15.3 million m3. There are 24 main pumps and 103 ‘small’ pumps. Under the ISPA project the combined sewers will be changed and an additional 143 km main sewer and 37 km connection lines will be laid down in Debrecen at the territory declared ecologically vulnerable.
The company established (in the form of a share holding company) by the municipality in 1995 gained ownership over the network and the operational asset of WS and WWS. In 2000 the shares of the service provider was transferred to the newly established municipal asset managing company. While both companies were established by the municipality with 100 percent interest in it, however the legal status of those companies is private companies.
Water and wastewater undertaking profile

	DATA
	CONCEPT

	Undertaking identification 
	Debrecen Water Works 

	Geographical scope

· Nation

· State

· Region

· Local       
	Scope of activity of the organisation as a whole. One single choice cab be replied as “yes”

	Type of activity

Water supply and

· No other activity            

· Wastewater

· Storm water and drainage

· Electricity

· Gas

· District heating

· Other (specify) ………………………………….
	Scope of activity of the organisation as a whole, beyond the water supply (multiple choices are valid)

	Type of assets ownership

· Public

· Private in legal terms but 100% in municipal ownership
· Mixed
	Ownership of the undertaking infrastructure. One single choice can be replied as “yes”

	Type of operations

· Public

· Private in legal terms but 100% in municipal ownership
· Mixed
	Type of operational management of the undertaking. One single choice can be replied as “yes”.

	Total personnel 325

	Total number of undertaking employees dealing with services production

	Outsourcing (%)
	Estimated cost percentage of all the functions that are outsourced

	Annual costs (EUR/a)

13.9 million  euro (3,478.5 million HUF) (exchange rate 250 HUF= 1 euro) 
	Annual costs including capital, operations, maintenance (including external manpower costs) and internal manpower costs

	Annual revenue (EUR/a)

16.4 million euro (4 104 million HUF) (exchange rate 250 HUF= 1 euro)
	Operating revenues + interest income

	Average annual investment (EUR/a) self investment in 2003

2.07 million euro (518 million HUF) (exchange rate 250 HUF= 1 euro)
	Cost of the self investments in 2003/

	Tariffs (EUR/m)

WS  0.57 euro/ m3 (143.8HUF/m3)+VAT
WWS  
For households: 0.41 euro/ m3 (101.8 HUF/m3)+VAT
For businesses: 0.53 euro/ m3(132.5 HUF/m3)+VAT

	Average water charge and average wastewater charge 


3. 3 System profile
See table and the organization chart in the annex.

3. 4 Region profile
In 2002, the number of the population is 206 564, which is 37.4 percent of Hajdú-Bihar County. The population density is 446. There is a 0.7 per cent population decrease, and a not significant negative population migration. The number of housing is 84 342. The number of people to 100 housing is 244. The average consumption per person is 34 m3. The number of operating businesses is 10 115 (in partnership) and 10 966 (individual).
3. 5 Performance indicators
The number of households connected to WS is 82 735. There are 30 572 connections to WS, the number of main domestic meters is 32 332, while of sub-meters it is 55 223. Number of breaks was 168.
The number of households connected to WWS is 63 478. There are 316 531 connections to WWS. WWS is not metered for households. The number of pipeline breaks was 65.
The central laboratory was accredited in 1993. It is responsible for the quality of drinking water, also the quality of sewage.
The customer service differs according to the customer group, also billing is different, the households get the bills in every 2 month, while other customers in every month. There is a regular direct communication with the ‘big’ consumers.

There were 3093 case to be handled in 2003 most of which were related to address, ownership changes etc. 25 percent of the cases contained some kind of a compliant out of which only 2 percent proved to be right.

In 2003 the revenue from water billed for was 7.6 million euro (1 910.37 million HUF) while from WWS it was 6.44 million euro (1 610 million HUF). The total revenue was 16.4 million euro (4.1 million HUF)
Revenue before tax was 3.36 million euro, (839.9 million HUF); the amount after tax was 2.93 million euro (733.695 million HUF). 
4 Actors in Water and Wastewater Services Provision and Production
The actors shown in this chapter are the actors of the episode that was investigated. Minutes of meetings, articles on the various events, interviews helped to clarify those actors that influenced or had a decisive role on the final outcome. Each actor has its own view on the particular role it played in the events. However, quite often even the written information on the actors are partial, sometimes biased (pro and contra). For that reason the actors’ role was reviewed from the municipal decisions’ point of view. 

Consumers: There are four major groups of consumers that influenced the events: households connected to the system WS and WWS (C1) were afraid that the price would become too high as a result of PP; households with septic tanks for WWS (C2) had to accept the same price structure for WWS as those connected to the network; households with private network on public territory (C3) requested the network to be overtaken for cost related quality problems; and big users (e.g. local companies C4) local companies were offered reduced price to join the network in order to fuller capacity use. 

Judicial body: There were two judicial bodies that played roles in the episode. The Court of Registration (CJ1) did register WU1 and later LC1 despite the concern raised by PE9 about the legality of the asset transfers. The Court of Constitution (CJ2) plays a very active role in reviewing municipal legislation. The initiator of the procedure in the episode is PRA2. In the public utility sector CJ2’s approach is a strictly civil law/contract law approach meaning that any cost element in the price/fee that is not for covering an actual service provided is unjustifiable. CJ2 was to review whether the price for collecting WW from septic tanks could be based on the consumed water metered. At the time, CJ2 had already nullified a similar local piece of legislation. However, by today the national laws have been changed in that respect and the law itself requires the calculation to be based on water consumption.
Finance agencies: Financial agencies played three different roles in the episode: fund providers, asset evaluator, and economic advisor. The lack of adequate financial sources for network development and upgrade made the role of financial agencies important. That was the time when project financing appeared in one of the banks ‘products’ the Hungarian Commercial and Credit Bank (FA1). FA1 played a very active role in developing the financial chapter of the feasibility study on the network development. Also, it had set the price formula for PE1 to be used as a guarantee for adequate revenue for paying back the credit.
Financing means from Hungarian and Swiss governmental funds (FA2) helped network development and upgrading WWS treatment. 

Funds from the EU (FA3) supported the investment related WWS and the treatment plant. The procedure that has to be followed during an ISPA funded project helps transparency.

The evaluation of the asset that was transferred from PE1 to WU1 was done by an independent financial agency (FAC1).
Local companies (LC1-LC3): PE1 established a share holding company for the asset management of all the companies with 100 per cent in municipal ownership Debrecen Asset Managing Shareholding Company (LC1). All the municipal assets in those companies were transferred to LC1. To improve efficiency of the (WS/WWS) provider, two departments (the construction and the engineering on meters) were separated from it and established as limited liability companies DEVÍZÉP, DEVÍZGÉP (LC2, LC3). From that on they appeared on the market as a local company.
Multinational Companies (MNC1-MNC4): There were four multinational companies (consortiums) that played role in the episode. PE1 formed a joint venture with Thyssen (MNC1) in waste management and this PPP served as an example for PE1. The other three MNCs were the ones that submitted tenders for the concession offered on WS and WWS: the Compagnie Général des Eaux CGE: (MNC2): was the first to be declared as winner of the tender; Eurowasser (in consortium with Lyonnaise des Eaux-Dumez and Thyssen) (MNC3) was declared the winner for the second time, and RWE-Porr (MNC4) also participated in the tender procedure. 
Municipality of Debrecen (PE1, and PRA1). After the state ownership in local WS and WWS was transferred to the municipality, the municipality became responsible not only to provide those services but also to secure the financial means for its operation. During the episode the municipality’s attitude towards its role has changed and it shows how those changes do affect mainly the organizational and operational structure of the service provider. Also, it shows how the municipality used efficiency considerations to overcome the municipalities’ general problem of shortages in financial means.

As owner of the network and with the duty for providing the service, it became important first to develop a policy and then to find funding to fulfil its duty. The main decisions are made by the municipal council (PE1); however, there is a big difference between the nature of the decisions. While anything that is related to ownership transfer is in the field of contract law, and the municipality acts as one of the parties to the contract. The decision on price is still a decision of the council but the council acts as a local legislator, and this decision can be challenged only before the Constitutional Court.
The members of the municipal council are elected every four years. 
Municipalities of the county (PE2): When the possibility was given to municipalities to gain ownership over the state owned local WS/WWS operation, some of the municipalities formed one company (the ratio of the shares were in accordance with the size of the network) and this company provided the service in all of those municipalities. That was the case in the Hajdú-Bihar County, as well. Out of them four have joined the network development and WWS treatment project of Debrecen under the ISPA programme.
Ministry in charge of water affairs (PE3): The Ministry has the ownership rights over the regional service provider that operates the plant that has been providing the surface water to Debrecen since 1976. Also, in 1994 the Ministry developed a strategic plan on reducing sewage related pollution, for that reason it called upon 25 major cities (among them Debrecen) to submit proposals for sewers development and treatment plant construction. Thus the Ministry played several roles: owner, policy maker, funding institution.
Department for City Management (PE4): This Department is responsible to run the city. The supervision of all compulsory duties belongs to this Department. This Department approves e.g. the priority list of maintenance and reconstruction of the network. Citizens can turn to it with their complaints. 

Municipal Committees (PE5-PE7): Financial Committee (PE5): At the beginning the financial committee was participating in the preparation of PRA1’s decision on the price for the services. After the credit agreement was signed, it became the one that approved the price submitted by WU1 in accordance with the formula of the agreement. Advisory Board (PE6): The Advisory Board was formed as a counter balance of municipal strategies against economic interest (after PE1 established LC1). The Advisory Board reviews the main strategic decisions of the asset managing company from the municipal point of view. Its opinion is not compulsory (does not have a veto power), however, it is taken into consideration. It serves as a policy control. Committee for Project Management (PE7): The Municipality formed a committee for the management and supervision of the ISPA investment project. Its members are from the municipality and from WU1.

Asset Transferring Committee (PE8): This state authority was created especially to transfer state ownership to municipalities.

State Audit Office (PE9): The State Audit Office had criticized the municipal asset transfer to WU1 and then also, to LC1, as against the laws and the constitution. However the companies were registered by CJ1. 

Political organizations: During the last 15 years the political parties has gone through considerably changes. In the early 1990s the parties did not have a clear approach to privatization of the local public utility sector, especially not to the privatization or PPP in the water sector. However, PPP in Debrecen it became one of the key issues of the campaign on municipal elections (1994) and was cancelled when the left wing parties gained majority. Despite that, after the right wing gained majority again in 1998 PPP has not been raised or considered again by them either.
Regulatory Agencies: The price regulatory agency as mentioned above is the municipal council in that position PRA1. There is another authority that played important role in the episode: the Administration Office of Hajdú-Bihar County (PRA2). It has the right and duty to review the municipal legislation whether it is in accordance with the Hungarian Constitution or not.
Media: the national (SM1) and local (SM2) newspapers, magazines, radio and TV followed the events. While it helped transparency, it also served as a communication tool for the conflicting interest.

Employees' representation and unions. There are two bodies that represent employees’ interests: the employees council (SUE) and the trade union (SU). Both were involved in the reorganization process. SUE is an elected body by the employees of a given company. Often high percentage of the elected members of SUE is member of SU. In Debrecen both organizations were strongly against PPP and played an important role in changing PE1’s decision. 
Water undertakings (WU). In the episodes there are 4 water undertakings that played various roles at given times. In Debrecen at the time of the state asset transfer to PE1 there were attempts by PE1 to establish one company including the original municipal run company the Debrecen Water Works (WU1), the County Waterworks (WU2) the regional WS/WWS provider, and the surface water producing plant belonging to the state company the Regional Waterworks of Tisza (WU3).. In 1995 the departments operating bath/spas/swimming pools (BSP) were separated and a new company (WU4) was established with 100% municipal interest. 
Water undertaking management (WU1M1-WU1M2): WU1M1 played decisive role in cancelling PPP by preparing a feasibility study on how to realize municipal policy regarding WS and WWS development and upgrading. WU1M2’s role was also to realize municipal policy regarding the services but in addition its task was to improve efficiency and generate revenues for financing other municipal duties. 
5 Decision Making Process Episodes

5. 1 Episode

After the change of regime municipalities became independent and they had to find their new ways in which they can fulfil their duties. The scarcity of financial resources, also the trust in the mechanism of the market economy resulted that people were thinking in how the market can help in developing and upgrading public utility services including WS and WWS. Debrecen had a good experience with PPP in the waste management sector, and thus it was inevitable that the same would be considered in the water sector. However, this episode is not about PPP itself, but rather about, how WS and WWS development can be financed and how the municipality’s approach to WS and WWS operation has been changing over the years.

The first events occurred in the early 1990s and the last ones are quite recent ones. Many of the events could have been treated separately and as individual episodes, however it is believed that in that case the changing nature of the municipal approach could not have been grabbed. This episode is not only about the water sector but also on how a municipality with scarce financial sources could fulfil its duties to meet local needs. One should not forget that such an independence of the municipalities has started only in 1990, and they had to grow up to that task.
5.1.1. Events
1 Event (EV1): State ownership transfer

At the time when the law allowed municipalities to gain ownership over the local asset of WS/WWS there were two companies with a seat in Debrecen WU1 and WU2 (the service provider for the city and for the county). There was an attempt by the PE1 to join the two companies, however PE2 rejected even the notion of it, thus the state ownership in WU1 was transferred to PE1 and in WU2 to PE2.

For Debrecen another asset was important: the surface water producing plant that was in the ownership of another company: WU3 that was one of the regional water service providers that stayed in state ownership. The plant was built back in 1976 and even then PE1 would have liked to have it. So when the ownership transfer was on the agenda, PE1 approached PE3 to ask for the plant, as well. The request was rejected over the years several times. By today due to the drop in water consumption the underground water supply is the main source of water service, and the need for the surface water is less and less. 
2 Event (EV2): the first PPP in Debrecen
Debrecen was the first city where PPP appeared in the local public utility sector. PE1 established a joint venture with MNC1. The municipal asset became part of the establishing capital of that company. This PPP was considered as a success story because the contractual terms were fulfilled by both partners, the investments in the sector were made. (The joint venture is still operating.) As a result, the first policy on how to involve private capital in the water sector was developed in line with that experience.
Event 3 (EV3): Concept on PPP
Even though the first concepts for PPP were based on the example EV2, the final approach was different. PE1 decided to call for a tender and to give the operation of WS and WWS to a multinational company under a concession agreement. The reason behind it was the belief that the MNC will bring in capital that was not available for PE1. Other alternatives were not considered by PE1. 
Event 4 (EV4) Tenders
There were three tenders submitted to the call by MNC2, MNC3, and MNC4. All of them wanted to reorganize the company and to rationalize operation on the ground of efficiency. It meant that only those activities would have stayed in WU1 that were strictly needed for the operation the other activities were supposed to become outsourced. Thus the work force was supposed to be cut down considerable (in some proposals from 1200 down to about 300 employees). Also, it became clear that the price of the services would have increased significantly since the price had been the main source of funding the new infrastructural developments. 
Event 5 (EV5): the views of SU and SUE on PPP
During the preparatory phase of the tenders SU/SUE learnt about the MNCs’ plans. They rejected PPP for mainly three reasons. First, they argued that the reduction of the work force is not only a social issue but a quality issue, as well. They did not accept that with such a small work force they could keep the quality of the services. Second, they argued, that people could not afford such a significant price increase. Third, they wanted to keep the possible profit in Debrecen. They used public forums to articulate their opinion to the public.
Event 6 (EV6) Feasibility study

During the tender procedure WU1M1 decided to prepare an alternative proposal to PPP. Since the need for PPP was justified by the lack of financing and the need for development of the infrastructure, WU1M1 looked around in the bank sector to find funding solutions. This was the time when FA1 introduced the project financing scheme, and agreed with WU1M1 to help to elaborate a ten year programme for financing the infrastructural development. The feasibility study included a technical and a financial chapter. The basic approach was that revenues from the new connections (as a result of network development) would generate enough revenue to pay back the credit. WU1M1’s alternative approach was supported by SU and SUE. At the same time, whilst PE1 went on with the preparation of the concession agreement, PE1 did not know about the preparation of the alternative programme.
Event 7 (EV7): First winner of the tender
The proposal of MNC2 won the tender. PE1 voted in favour of it. The votes were debated publicly. 
Event 8 (EV8): Second winner of the tender
On the next municipal council meeting it was announced that due to procedural mistakes new votes were necessary on the winner. The second time it was MNC3 who came out as winner of the bids, and the preparatory work on the concrete agreement started. 
Event 9 (EV9): First reorganization of WU1
The BSP operating division of WU1 was separated and a new company (WU4) was established for it with 100 per cent municipal interest in it. It meant that more than one-fourth of the employees left WU1 and worked for WU4. SU and SUE accepted the reorganization. (Note that BSP operation in Hungary was a typical economic activity that was managed at a loss.)
Event 10 (EV10): municipal elections

PPP in the water sector became one of the key campaign issues. PO3 argued strongly against it. Also, representatives of SU and SUE appeared on public forums telling their views about it. The election was won by the left wing parties, and they became the majority in PE1. 

Event 11 (EV11): Rejection of PPP
The newly formed PE1 rejected PPP and accepted the proposal of WU1M1 based on the feasibility study prepared by it. 
Event 12 (EV12): Transformation of WU1
The next step was the evaluation of WU1’s asset by an independent firm FAC1. PE1 decided to transform WU1 into a shareholding company with 100 per cent municipal interest. Also, all the assets including the network (as contribution in kind) were transferred to the new formation. PE9 criticized it. It argued that the asset was part of the capital of the municipality that was not transferable according to the laws. Also, by transferring it to a company that was in legal terms a private company the municipal asset became private. It seems that CJ1 did not agree with this argument since it did register the newly formed WU1. It is the duty of CJ1 to enforce the laws by rejecting registration if it is against any law. At that time the number of employees was only about 640. SU and SUE were not against the new legal status of WU1. 
Event 13 (EV13): Credit agreement

The credit agreement was prepared and signed between WU1 and FA1 with the approval of PE1. The agreement included several guarantees in order to secure the payments. Among others it included the price formula and PE1 agreed that as PRA1 would set the price accordingly. Each year WU1 has calculated the new price according to the formula, PE5 approved it and PRA1 passed the local legislation on it. All the assets of WU1 became collateral for the bank loan. Regarding new constructions a quality control instrument was included into the agreement, too. The first instalment was due only at a later time, when the infrastructural investments started to generate revenues. The last one is due on 2005. EIB refinanced the credit. The formula has never been questioned even though the increase of the price was built into it. Elements included inflation, development, additional operational costs of new developments and plants (treatment plant) and costs of the credit.
Event 14 (EV14) Municipal pricing policy
There are two major users that get water on a reduced price based on the local legislation: LC2 and WU4. The price is less than 2 percent of the households’ price for WU2 and in the case of LC2 it is a 5 percent reduction. The first one is justified by the high incidents of spine related health problems of the population in Debrecen, and it serves as a promotion of local tourism, as well. The other one serves as a social measure. 
Event 15 (EV15) municipal elections
The right wing gained majority after the third municipal election (1998). WS and WWS did not play a critical role in the campaign.
Event 16 (EV 16): Change in management
In 1999 on PE4’s suggestion WU1M1 was changed to WU1M2. WU1M2 was to develop a strategy for the next infrastructural development including a new WWS treatment plant, further network construction and also to improve efficiency of the operation. The strategy included the reorganization of WU1. As a result, two departments of it were separated and independent companies were established by WU1. SU and SUE were informed about the reorganization plans. As a result of negotiations, shares (10 percent of them) were offered to the employees moving along with the new company. Also, an ‘incubation period’ was agreed that 80-60-40 percent of the orders of given works would be given to LC3 and LC4 based on market price. The reorganization strategy included a social plan, as well. Some of the employees retired, for others the same work was outsourced instead of doing the job under employment contract. SU and SUE accepted the new approach on efficiency, but they tried to keep as much as they could of the existing social benefits. They supported the employees’ share programme, however it was not successful there was only a very limited interest shown by the employees and in most of the case they did not buy any shares. 
Event 17 (EV17): capacity utilization
WU1 faced the problem of dropping water consumption and also the unwillingness of connecting the newly constructed sewers. To solve the problems WU1 offered C4 to join the network and above a given amount of water consumption (90,000 m3) to give a 25 per cent reduction in price. To improve connections to sewers WU1 helped C2 by a special credit scheme. C2 could get 40,000 HUF (160 euro) loan to pay for the connection and WU1 paid the interest on the loan, also C2 got a reduction of 50 percent of the price of WWS over a 6 month period after actual connection of the system. However, even those special arrangements were not enough because after connection C2 had to pay much more for WWS than when it was collected from a septic tank. The price formula was different for the two. For that reason PRA1 decided on WU1’s suggestion to pass a local legislation on the price for WWS collected from septic tanks, that the price would be calculated according to the metered waster consumption as is the case for sewerage. It meant that C2 had to pay more for the collection from septic tanks than after connections to the sewers, because the price had an additional costs element: the costs of transportation of the sewage to the treatment plant.

This local piece of legislation was challenged by PRA2 before CJ2. Earlier, there had been a decision by CJ2 in a similar case in favour of another county PRA2. It meant that PRA1 took the risk of passing a legislation that was previously considered to be against the Constitution. Meanwhile, the legislation has been changed and according to the new laws the basis of calculating the price for WWS collection from septic tanks is the amount of water consumed and metered. It means that probably CJ2 will not eliminate the local piece of legislation. Also, the new local rules proved to be right since the willingness to connect has increased considerably.
Event 18 (EV18): new municipal approach
The next step of PE1 was to pass a decision that he municipal interest should be better served in the operation of all municipal companies (with 100 percent municipal interest, (in addition to WU1 the companies involved: Distance heating; Local transportation; ‘Cívis’ House; BSP; Regional Innovation and Industrial Park; City Informatics; Cultural and Festival Centre; City TV; Local Publisher, and later the local Airport, local Radio)). There were negotiations on how to do it best, and finally PE1 decided to establish LC1 to manage all the above municipal companies. The members of the board of directors and the management were selected considering efficiency. All board members were successful managers or owners of private companies. The municipal companies’ asset was transferred to LC1. Some of the decisions are made at LC1’s level such as the communication infrastructure while decisions on the activities of a given company are made at that company level. It means that each company kept its independence in general, though there is no board of directors for each individual company any longer. PE1 changed its approach. It views those companies as the ones to fulfil PE1’s duty but also as revenue generators. For that reason efficiency became an important issue.
To keep the balance between efficiency and municipal policy (including social issues) PE1 created PE6 in which the members are all politicians. PE6 has an advisory role and reviews strategic plans from municipal policy point of view. It cannot veto any decisions of LC1; however the board members of LC1 are nominated and voted for by PE1.
PE9 criticized the establishment of LC1 arguing that PE1 cannot mandate the duty of WS and WWS to LC1.

Event 19 (EV19): private network on public premises
It was a special development of 1982 that in some streets the network under the public roads were financed by C3 and thus the network stayed in its ownership. However, over the time that network deteriorated and started to jeopardise the quality of WS. Representatives of C3 started to negotiate with PE4 about taking over the network by WU1. Based on the agreement between PE1/PE4 and WU1 a continuous reconstruction work has started and also, WU1 takes the ownership over the reconstructed network. The reconstruction costs are covered by WU1 and 25 percent by C3.
Event 20 (EV20): WWS and treatment plant
WU1M2 prepared a project proposal for funding a new WW treatment plant and further sewers. The project was submitted to EU funds and it will be realized under the ISPA programme. In Debrecen the previous main investments on WW treatments (in 1994 and 2000) were financed from public funds including Hungarian and Swiss governmental funds and also EU funds. Under the ISPA project four municipalities of PE2 joined the project, thus as a result WS will be provided by WU2 and WWS by WU1 in those settlements. 
PE1 established PE7 for project management. Its members are from the municipality’s administration, but also from WU1. By the time the investment is realized Debrecen will have an adequate modern WWS treatment plant, and the ‘utility gap’ is going to disappear.

5.1.2 Factors

As mentioned above, the episode took place during a longer period of time in an ever-changing political, legal and economic environment. There is no factor out of PESTE that has not changed during that given period and only a few factors is the same today. (The detailed list of factors is in the factor table)
Political factors

Most of the political factors are related to legislation or lack of legislation. The lack of legislation meant that PE1 was free to do what it felt best. Also, the political institutions, the political control mechanism were just about appearing. In such a situation PE1 had to develop its own safeguarding mechanism, and it could be done only through its own experience (both good and bad).
During the course of the episode national legislations were passed regarding organizational, environmental and technical matters, all of which had an economic impact. Meanwhile legislation related to EU harmonization established the legal background for the operation of a competitive market economy (accounting, public procurement, etc.).
Politicians learnt the mechanism of the various democratic institutions, the interaction between various actors. People began to understand the cost elements of the services, the environmental related risks, and how to avoid them.
Economic factors

Several of the economic factors are related to the availability of financial sources. The costs of providing the services are covered by the price for the service. Also, by the availability of project financing schemes offered by FA1 made it possible to develop a strategy on financing the network development through connecting more and more households. Note that the credit was not given to the municipality but to WU1 and the asset of it became collateral for the bank loan that could not have happened if WU1 was not transformed into a shareholding company owing all the assets.

The events showed that households became costs sensitive and they learnt how to minimize the costs, first they reduced consumption of water and when the new price formula was introduced on WWS from septic tanks they followed economic rationality and started to join the network. Due to a decreasing demand for water (more awareness of the amount used, water efficient technologies) the operation of the existing system was becoming more expensive. It became an economic factor that big customers do not have to use the network even if there is some free capacity. So that was the reason behind the special (reduced price) offer to them.
The other important economic question is related to development. The price could only partly cover the costs of network development and new investments such as a WW treatment plant. Without governmental funds including EU funds, the investments could not have been done. Also, without special schemes for households the costs of connection to the network would have been prohibitively high for them. 
Social factors

There are several aspects of price increase that are difficult to handle at social level. At the beginning of the episode the inflation rate was very high. During the first years before the notion of PPP was discussed PE1 did not raised the price each year. Thus the awareness of the relationship between the service provided and its costs was very low. The debate over PPP helped people to understand the problems and they became aware of that relationship. Also, they learnt about the development needs, the environmental problems related to WW, and that WW treatment does create additional costs of operation. Though under the national legislation there is a significant legal difference between WWS depending on how it is collected (through sewers or from individual septic tanks) people accepted the notion that WW related cost allocation and thus the price of WWS should have similar base that is metered water consumption. 

Households greeted the special financing scheme on connections. There is some tension between the households because each year the costs of connection are increasing. But it also has a positive effect too, because the connections happen faster.

So far, people accepted that WU1 generates profit and instead of using this profit to lessen prices it is used to finance other municipal duties and services. Also, the reduced price for WU4 and LC2 is not much debated, because it is the local citizens themselves who benefits from it.

Technical factors

In Debrecen the existing network and the operating facilities needed upgrading. Also, network development and WW treatment needed improvement. In this sector the technology went through an important change, the information technology appeared. The capacity of the existing infrastructure was much higher than the actual demand causing not only economic problems, but new quality issues had to be handled, as well. 
Environmental factors
During the episode the environmental rules became more and more stringent. The environmental problems were articulated by WU1 and PE1 and it was not questioned by anyone. While the cost allocation of WWS was changed significantly and this rule of PRA1 was challenged, the time proved the decision to be right since the national legislation was changed accordingly. 
5.2 Collating episodes

Within the episodes there are some decisions that were made.

Organizational decisions:

- Overtaking the ownership (D1) from the state by PE1. It was a decision that was made by PE1 alone and the “no” alternative was not considered.

- Establishing PPP (D2) in the form of reorganizing the operation. ‘YES’ and ‘NO’ alternatives were considered by PE1. This is the decision in which most of the parties were involved. Note that while the ‘YES’ alternative was developed by PE1 (and it did not developed the ‘no’ alternative’), WU1M1 developed the ‘NO’ alternative. And the final decision of PE1 on this issue was the acceptance of the ‘NO’ alternative, thus the rejection of PPP.
- Transformation of WU1 (D3) The transformation of WU1 affected the ownership over the network, as well. All the asset related to WS and WWS including the facilities of the operation and of the network was used as the capital (contribution in kind) to establish WU1 in a new form as shareholding company. This decision was mainly considered a legal question, and it was not debated by the stakeholders. It was the decision of PE1; though the decision was influenced by FA1 who needed collateral for the bank loan. It is an open question whether the company would had gotten the credit or not, if WU1 had been established with just a small amount of capital.
- Reorganization of WU1 (D4): Reorganization of WU1 was justified by the need to improve efficiency of the operation. This decision was made mainly by WU1M2 though was approved first by P4, and then PE1. This decision was influenced by SU and SUE; in addition efficiency savings were used as a tool to generate more revenues to the municipality. It is probably not surprising that when efficiency became the underlining notion of reorganization the new structure was quite similar to the ones suggested by the MNCs back at the beginning of the episode (EV4).
- Establishment of LC1 (D5): The establishment of LC1 was a major municipal decision on efficient operation of the municipal companies at municipality level. It means, that the municipality can keep companies that are operating even at loss, using the revenues form the ones operating at profit. While LC1 has had no liquidity problems, some of the individual companies had before LC1 was established. Also, it is argued, that some of the purchases are more cost effective in the amount LC1 needs, than when the companies buy the products individually (e.g. papers, computers, etc.) LC1’s profit has been growing each year along with the efficiency of the individual companies, as well.
Operational decisions:

- Price reduction for C4 (D6). The price reduction is justified by cost effectiveness. Due to the difference between the supply (capacity) and demand regarding WS and WWS it became an important issue, how the operational cost increase can be stopped. Since there is no legal obligation to join the network with free capacity, WU1 had to use an economic incentive to attract C4. It is argued that the amount of reduction on price is in accordance with the extra revenues the new connections and consumptions bring in.
- Reconstructing and overtaking the private network (D7). The ‘yes’ or ‘no’ decision was actually made by PE1, while on the how the decision was made after negotiation between C3 PE1 and WU1. The major question was the cost allocation of reconstruction.
- New connections of households to the sewers (D8): It has become a major problem for WU1 that while new sewers were laid down, the number of connections had not been increased accordingly. Since once again the laws are not strict on compulsory connections, economic incentives had to be developed for C2, too. The preparatory work was mainly done by WU1 and the various solutions negotiated with PE4. C2 was considered as the beneficiary of the proposal and not one of the stakeholders, it was not involved in the preparatory phase or in the decision process. 
Regulation:
- Price setting (D9): While PRA1 is the price setting authority its freedom to set the price was limited by the credit agreement. It agreed to and had to use the formula given in the agreement. As a result, the formula appeared in the local price setting legislation. On the surface it looks as if each year it is a free decision, however it is not, the decision had already been made when PE1 approved the credit agreement. However, it was free in its decision when decided to use similar approach to WW indifferent to how it is collected. 

6 Participation and Sustainability in Decision Making
6.1 Participation

It is believed that participation in decision making helps sustainability. It is argued that when a decision reflects the needs and interest of the parties then the enforcement will become easy. However it is important to note, that participation is very much depends on the historical and cultural background of a country. For individuals the first question is whether they want to participate in the decision making process, and if the answer is yes, then what kind of information they need for real participation.

The events of the episode show several kinds of decisions: formal and real decisions. A formal decision is not really a decision when it is already predetermined by previous decisions. This was the relationship between the price formula in the agreement and the price setting decision of PRA1, thus participation in it is quite formal. In other cases it is clear that the real decision is made at the policy level, when the plans for development of the system are prepared, and the funding sources are determined. All other decisions became predetermined by it. However, often those decisions are not considered as a decision, but rather a technical or economic matter for experts to decide.

The events also show that the decisions are not well prepared in a sense that the questions are not articulated to which one the various stakeholders can give the answer. PE1’s decision on reduced price for LC2 and WU4 is justifiable in several ways. However, WS users in general were not involved in this decision. By getting less revenue from those services, the allocation of cost coverage has been changed. This is a kind of question that only those could answer who has to or does not have to pay the extra costs. For the people the real question is the cost allocation, while the operational question is to be answered by the potential operators. On the surface it is one decision with several stakeholders, but if someone wants real participation then just this one event needs at least two decision procedures with different stakeholders. Since the reduced price for LC2 means WS users are supporting households with distance heating, while WU4 is a subsidy to those who are using BPS services, including not just citizens of Debrecen but anyone who comes and spends money on those services. If someone wants to do it in one procedure it is important to clarify the sub-decisions, so real participation could take place.

Since this case study focused on municipal council decisions there are various safeguards that built in the system for participation.
Transparency and information:


- the council meetings are open to the public, except if a closed session is requested on special grounds, 


- the material prepared prior to the decision is accessible through the council member except if it is made confidential; 


- council members are responsible to their voters and anyone can ask questions them related to the decisions of the council;


- each year the council member reports on his/her activity to the voters.

Consultation: 

In case of a local regulation the consultation with stakeholders is compulsory. NGOs can register themselves (with naming the topic) as an organization whose opinion has to be asked before the local regulation is passed. However it is important to know, that even today the NGOs movement in this regard is quite weak. Though consumer organisations are formed and in some cities they are very active, but even those are not really interested in organizational and operational changes, but in how the actual services are provided. In Debrecen the number of registered NGOs is close to 370 (in 2002), but none of them are in the field of the water service sector. Thus the consultation process that has occurred during the events, especially regarding D7 in EV19 was between PE4, WU1 and C2 that is not a formalized interest group. Their common interest was related just to one issue, and after it was solved, they withdrew.
Monitoring:

Each year the various committees of the municipalities report on the status and the changes that took place the previous year. In the water sector before LC1 was established it was PE4 who monitored the operation and investments of WU1 on behalf of PE1. However, after establishing LC1 the economic review and the municipal policy has been separated, it is the board of directors that accepts the strategy of WU1 as a revenue generator, and PE4 still monitors municipal policy fulfilment. 

PE1 publishes the main results, and by the end of the four year period there is an overall report on what happened during that four year period.
Concerning the concrete decisions the participation and its mechanism varies according to the stakeholders. There are two groups for which the participation mechanism are well defined and clearly set: employees and environmental organizations.

The events show that actually it is the employees interest which is the most clearly articulated and enforced. It has long term traditions. They do participate in every decision where their special interest can be grabbed and articulated.

Though the participation mechanism are clear for the environmental NGOs in the events of the episode discussed they were not active. Even though there are several environmental NGOs the provision of WS and WWS is not in the focus of them, yet.

At the beginning, people were much more concerned about the expected costs and PPP’s impact on the price and the information available was both political and helped clarification of questions and answers, as well. It is important to see, that the basic question of this episode is about financing infrastructural development, and the decision was made on two alternatives: one that required PPP the other one was without it. But in both cases the information was on the development needs themselves, their costs and the way in which those costs allocation was planned over the years.
6.2 Sustainability

The events show that sustainability is a very complex question in the water sector for several reasons. The system, the network was developed for high water consumption. It is special to this sector that the operation costs to keep good quality service is increasing if the demand is decreasing. The environmental interest is also to decrease water consumption and as a result WW. In order to lower pollutants from WW renewal of technology is needed especially in WW treatment. That is a cost increasing elements. Keeping and protecting water reservoirs is an important interest of the consumers and the environment, as well. However it is again a cost increasing aspect. Consumers would like to see low prices for the services. Access to water as a source of life is inevitable a human right and should be guaranteed to everyone. 

For all of the above mentioned a decision can be sustainable only if all those elements are taken into consideration and accepted by all stakeholders. If any of them is not accepted or not considered then the decision will not be sustainable in one or two aspects and as a whole on the long run.
In the episode, PPP was just an element of the debate over how to finance infrastructural development and how to fulfil municipal duties. The debate over PPP made PE1 realized that WU1 is a source of local revenue if its operation becomes efficient. Thus, efficiency became an important issue for PE1, and it has started to act the same way as any owner of the profit oriented private companies. The establishment of LC1 and PE6 separated the two interest of the municipality. In that sense the question for the future is whether this structure could really keep the balance and how efficiency could serve as a tool to fulfil municipal policy including social policy, as well. For the time being the structure looks sustainable.
7 City in Time
Debrecen is one of the biggest cities in Hungary. It is situated in the North-East of the Great Plain with no surface water available in its vicinity. For hundreds of years the lack of good quality potable water had represented health hazards to the population. There were two kinds of wells the ‘good wells’ giving good quality water, and the ‘bad wells’ with bad quality water. Around 1820 debates and negotiation had started to solve the problem of drinking water and also the city’s need for a wastewater system. They were needed basically for three reasons: hygienic, fire, lung disease. The lack of a wastewater system represented a real health hazard, without water for the extinction of fires the risk of fire born damage was high, and without water to keep dust out of the air the lung related death was high compared to other major cities. The work was done based on Hungarian engineers’ plans.

In Debrecen the wastewater system was developed before the establishment of the water supply network. The actual work was put on tender. By 1826 the city had a connected sewer system. The system was planned according to the natural water flows. In 1911 the second phase of sewer network development took place. The city ordinance on sewers was passed in 1914. It provided for the rights and obligations of the land owners, established provisions on connections and fees for using the system, etc. 

By 1830s artesian wells were drilled (100-837m) based on the plans and work of Vilmos Zsigmondy. By 1896 the number of artesian wells was 1200. In 1893 the city council had decided to establish the central waterworks, although the actual operation of the waterworks started only in 1913. A city ordinance of 1914 was passed establishing the rights and obligations of households related to water supply. People could take water free of charge from public wells, however if they used the network then a price had to be paid based on metering.

The plan for the first sewage treatment plant was accepted in 1924 and started operation in 1931 with a mechanical cleaning system. In 1934 the city council considered establishing a new modern treatment plant for biological treatment, as well. They studied the Hungarian modern treatment plans, and also five German cities: Nürnberg, München, Strassburg, Hattingen and Iserlohn. The last one was the size of Debrecen with the same kind of demand and capacities. They compared operational costs and though it turned out that the costs of Debrecen was much higher than of Iserlohn, the city gave up on the plans.

After World War I the management of the water supply system was handed over to the Lighting Company in 1923 due to a government order on reducing the number of employees. There had been some problems with the quality of water. It turned out that there was a limit to the exploitation of artesian wells. While the number of Debrecen’s population had been continuously increasing the supply of water was limited. New sources had to be found. The new wells dug had some quality problems. From 1916 samples of water were sent to the laboratory of Berlin to find the best technology for meeting quality requirements, as a result in 1931 a new filter (Kurtz type) was introduced. The iron content of the water had dropped drastically.

During World War II the system was severely damaged. (1907 m out of 77 km) and the reconstruction was ready by 1947. Pavements on the roads also caused problems since more than 90 percent of the rainfall got into the sewers instead of the previous 20 percent before hard covering of the roads. The new system operated till 1981. By the end of the 1990s a new sewage treatment plant was built. As of today a new modern sewage treatment plant is under construction using community funding.

After the nationalization of the water systems in 1949 the Debrecen Water and Canal Works was established. In 1959 the well drilling department separated and it became the legal predecessor of the County waterworks and in 1963 the operation of one of the new water towers was given to the Medical University. In 1967 new major industrial users connected to the sewerage system (mainly food processing industry)

The increasing demand for water resulted in 1960-70s that additional new water source was introduced: the surface water from the East-Main-Canal. In 1976 the surface water cleaning department was transferred to the regional waterworks of Tisza river-basin and the surface water coming from the East-Main Canal was cleaned based on a mutual agreement between the two companies. 

While sewerage and water supply was provided by one company in 1976 that company joined with the Bath operating company.

Sewage treatment was always important in Debrecen due to its geographical location. In 1981 and 1983 new sewage treatment plants started operation for the increased amount of sewage. However, the so-called utility gap was still relatively high in Debrecen. Water supply network development gained priority over sewers network, resulting that by 1980 the water supply was 91% within Debrecen. Based on 1995 statistics 98.5 per cent of the households were connected to water supply network, while the figure was only 69.7 percent for sewerage and was treated only mechanically and partly biologically. For that reason a plan for sewers development and treatment improvement was prepared and accepted by the municipality.
In 1992 state ownership of the network was transferred to the municipality and in 1995 a share-holding company (100 % municipal ownership) was established and the company gained ownership over the network and operated the services.

In 2000 the Waterworks became a member organisation within Debrecen Asset Managing Shareholding Company (100% municipal ownership) which was established by the municipality to manage all municipally-owned companies.

Table 4.3 Key strategic decisions of Debrecen City Water and Sewage Works, 1826-2004 (Judit Péter, January 15. 2005).

	Year
	Episode
	Reason
	Outcome
	Organisational change
	Stakeholders

	1826
	Wastewater network  programme
	Sewage represented health hazard
	First sewers laid down connected
	
	City council, landowners

	1820-30s
	Water resource research
	Need for healthy drinking water (hygiene); lung disease resulting uncovered roads, fire extinction  
	Artesian wells drilled
	
	City council, land owners, engineers

	1913
	Metered water supply from network 
	Population growth and demand for healthy drinking water at HHs
	Central waterworks established

First local ordinance on supply
	Network development in municipal hands
	City council, HHs

	1914/1931

	Billed sewerage and further sewers development, also WWT
	Mainly health reasons, the sewage had to be collected
	First city ordinance on sewerage, and  first treatment plan introduced
	
	City council, landowners, 

	1916/1931
	Increased demand for water supply
	The demand for drinking water increased due to population growth 
	Investigation for further resources and quality improvement, introduction of new technologies
	
	City council, HHs, waterworks, 

laboratory of Berlin

	1949

	Nationalization
	Change in the political system, legislation
	State ownership over the network, municipal operation
	
	State, city council, waterworks

	1960-70
	Use of surface water
	Population growth, industry demand
	Water supplied partly from the East-Main-Canal
	State financed new establishment
	City council, HHs, industry, state

	1981-83,
	Sewage treatment plans
	Need for increase sewage treatment capacity
	Operation of new sewage treatment plans
	Operation of the plants
	City council, state, HHs, industry

	1994/2004
	Sewers development and WWT modernization, capacity increase
	So-called utility gap was high, environmental legislation
	Significant increase in length of sewers, and number of connection
	Operation of new facilities
	City council, financial institutions, water company, landowners

	1992/1995/2000
	Ownership change
	Legislation and economic rationalization
	In 1992 the state ownership transferred to municipality, municipality established the company as a share-holding company; a share holding company established to manage all municipal companies
	Legal status and the organization of the company changed over the years
	State, city council, trade unions and employees of the company, business sector, political parties


HHs = households
WW = wastewater WWT = waste water treatment
Annex: System profile

	
	
	General Director
	
	

	
	
	
	
	
	Inside control

	
	
	
	
	
	
	
	
	

	
	Development engineering
	
	Water

Engineering
	
	Waste water
	
	Economic director
	
	Sale
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	Informatics

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Investment team
	
	Water management and duty
	
	WW network operation
	
	accounting
	
	Water meter readers’ team
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	Central Laboratory

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	Asset Registration team
	
	Water production plant
	
	WW treatment plant 
	
	financing
	
	Evaluating team
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	Planning team
	
	
	Head of maintenance
	
	
	
	Logistics
	
	System administrator
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	Vehicle administration team
	
	
	Head of technology
	
	
	
	Human resource management
	
	Customer service
	
	

	
	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	Executive of human resource management
	
	
	
	

	
	Safety technology team
	
	Water network plant 
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	Filing
	
	
	
	

	
	
	
	Water executive
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	
	warden
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	

	
	
	
	
	
	
	
	Controlling
	
	
	
	

	
	
	
	
	
	
	
	
	
	
	
	


Watertime case studies


Estonia:�
Tallinn�
�
Finland:�
Tampere, Hämeenlinna�
�
France:�
Grenoble�
�
Germany:�
Berlin, Munich�
�
Hungary:�
Budapest, Debrecen, Szeged�
�
Italy:�
Arezzo, Bologna, Milan, Rome�
�
Lithuania:�
Kaunas, Vilnius�
�
Netherlands:�
Rotterdam�
�
Poland: �
Gdansk, Lodz, Warsaw�
�
Romania:�
Bucharest, Timisoara�
�
Spain:�
Cordoba, Madrid, Palma de Mallorca, Gran Canaria�
�
Sweden:�
Stockholm�
�
UK:�
Cardiff, Edinburgh, Leeds�
�
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