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Abstract: Over the last decade there has been dynamic development of technical
infrastructure connected with the water economy in Poland. In the years 2000-2013, the
water system network expended three times. Such development was possible thanks to the
subsidies granted for the realisation of infrastructural investments under the European
Union pre-accession (ISPA) as well as post-accession programmes (Structural Funds,
Cohesion Funds) supported by state institutions responsible for environmental protection
(the Ministry of Environment, the National Fund of Environmental Protection and Water
Management). The financial means obtained from bank loans constituted an insignificant
part of infrastructural investments.
Responsibility for the water system, including the collective supply of water and
collective discharge of sewage, is held by gminas1 and it is their own task under the
municipal economy. Gminas, the number of which is 2479 in Poland, commission water and
sewage service enterprises to perform these tasks. Such enterprises, characterised by a
very fragmented structure, play a monopolistic role in a given gmina or a collection of
gminas. That is why, the process of financialisation of this sector seems to be rather slow.
Political conditions in local communities constitute additional limitations to abrupt
ownership transformations in the water sector.
Of key importance in water sector is the process of establishing tariffs for collective
water supply and collective sewage discharge. The manner of validating the tariffs by
gminas is, however, rather questionable. The total price of water supply in Poland varies to
Gmina - a self-governing community and its respective territory. The inhabitants of every gmina make up a
self-governing community by virtue of law. Every gmina performs public activities for itself and on its own
responsibility. The scope of gminas’ activities includes all public issues of local importance, unrestricted by
statutes for other entities. Satisfying collective needs of a community is the gmina’s own task. Gminas have
legal personality. The independence of a gmina is subject to judicial protection.
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a large degree, compared to the prices of electricity or gas supply. It comes as a result of
geographical and geological conditions in particular gminas as well as a large scale of
proecological investments. Furthermore, the prices of water constitute a crucial political
factor used in the fight for votes in the local government elections. The agreement from the
gmina’s authorities to increase water prices may contribute to their political defeat and a
loss of influence.
The sector of water and sewage services is not supervised by a central regulatory
authority. The functioning of water and sewage service enterprises is supervised by
individual gminas. Thus, a conflict of interests occurs, i.e. gminas establish water and
sewage service enterprises which they subsequently supervise. That is why, there has been
a discussion in Poland over the creation of a central regulatory authority and the
consolidation of the sector. These activities could lead to an intensive privatisation of this
area of the economy and a significant growth in the level of financialisation of this sector.

Key words: water, water sector, provision of water, collective water supply, water and
sewage service enterprises, financialisation of the waters sector.

Date of publication as FESSUD Working Paper: February 2015

Journal of Economic Literature classification codes: Q56, Q59, H41, H42, G21

Contact details: dr Piotr Lis, Poznan University of Economics, Department of Economic and
/RFDO *RYHUQPHQW 3ROLF\ DO 1LHSRGOHJùRčFL   3R]QDû 3RODQG (PDLO
piotr.lis@ue.poznan.pl

Acknowledgements:
The research leading to these results has received funding from the European Union
Seventh Framework Programme (FP7/2007-2013) under grant agreement n° 266800. I
would like to thank Professor Ben Fine from the Department of Economics and Doctor Kate
Bayliss from the Centre for Water and Development, School of Oriental and African Studies,
3

This project has received funding from the European Union’s Seventh Framework Programme
for research, technological development and demonstration under grant agreement no 266800

University of London for their insightful remarks and suggestions. I am also grateful to Mr
7DGHXV] 5]HSHFNL WKH 3UHVLGHQW RI WKH &RXQFLO RI Ǥ:RGRFLÇJL 3ROVNLHǥ &KDPEHU RI
Commerce, Mr Mateusz Bogdanowicz – the head expert on economic analyses in the
Ǥ:RGRFLÇJL 3ROVNLHǥ &KDPEHU RI &RPPHUFH DQG 0V $QQD /HPELF] Ǟ WKH HGLWRU RI WKH
Ǧ:RGRFLÇJL.DQDOL]DFMDǥPDJD]LQHSXEOLVKHGE\$EU\V6S]RR/DVWEXWQRWOHDVW,ZRXOG
OLNH WR WKDQN :ùRG]LPLHU] '\PDUVNL IRU KLV FRPPHQWV DQG UHPDUNV DERXW WKH FRQWHQW RI
this work.
Website: www.fessud.eu

4

This project has received funding from the European Union’s Seventh Framework Programme
for research, technological development and demonstration under grant agreement no 266800

TABLE OF CONTENTS

1. Introduction ................................................................................................................... 5
2. Initial remarks............................................................................................................... 6
3. Historical development of the sector of water and sewage services in Poland .......... 9
4. Principles of functioning of water and sewage service enterprises ............................ 10
5. Organisational and legal forms of collective supply of water...................................... 13
6. Market structure of water and sewage network services ........................................... 17
7. Principles of establishing tariffs for collective water supply....................................... 19
8. Prices and payment rates for collective water supply ................................................. 23
9. The council of gmina as a regulator of the collective water supply system................ 25
10. Financial analysis of water and sewage service enterprises..................................... 29
11. Investments of water and sewage service enterprises.............................................. 32
12. Institutions in the sector of collective water supply services .................................... 33
13. Conclusions ................................................................................................................. 37
References ........................................................................................................................ 40
List of tables...................................................................................................................... 42

5

This project has received funding from the European Union’s Seventh Framework Programme
for research, technological development and demonstration under grant agreement no 266800

1. Introduction

Provision of water is an activity which consists of water collection, treatment and supply
performed by a water and sewage service enterprise. The process of collective water
supply is inadvertently connected with the process of collective sewage discharge, i.e. the
activity which consists in discharging and treating sewage, performed by a water and
sewage service enterprise. The main focus of this article is primarily on the services
associated with collective water supply, yet the author refers to the process of collective
sewage discharge where it is necessary for better understanding of the issues in question.
Collective water supply and collective sewage discharge are the tasks of every gmina2 in
Poland and are performed by water and sewage service enterprises. A water and sewage
service enterprise means an establishment running a business activity which provides
collective water supply or collective sewage discharge, as well as gminas’ organisational
units without legal personality which perform such activities. Supplying water or
discharging sewage is carried out through a network, i.e. water or sewage drains with all
necessary equipment and devices which belong to and / or are operated by / managed by a
water and sewage service enterprise. The recipient of the services connected with
collective water supply and sewage discharge is every person (natural or legal) who uses
these services under a written agreement with a water and sewage service enterprise.
The main aim of this paper is to investigate structural links between
financialisation and the real economy in Poland with a specific reference to the water
sector. To achieve this aim, the following tasks have been set and realized in particular
parts of this study. To begin with, historical conditions for the development of the sector of
water and sewage services are delineated in part one. Next, part two presents the
principles of functioning of water and sewage service enterprises. The following section of
the study identifies and evaluates organisational and legal forms of collective supply of
water. The author also conducts an analysis of the market structure of water and sewage
network services. An important part of this work is devoted to principles of establishing
2

Gmina - a self-governing community and its respective territory.
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tariffs for collective water supply. It is associated with the prices and payment rates for
collective water supply. In addition, the role of the gmina as a regulator of the collective
water supply system is identified in the subsequent part of the work, followed by an
assessment of the financial statements of water and sewage service enterprises. In the
background of the above-mentioned points, the author assesses already realised
investments and the investment potential of water and sewage service enterprises
Various comparative and descriptive research methods have been used in this paper,
in particular the SOP approach from the perspective of housing developed by Bayliss, Fine,
Roberston (2013). A key issue here is the assessment of the influence of financialisation on
the water and sewage sector. If this influence proves to be crucial, there is a need to
determine the way in which financialisation affects the systems of provision (SOP) for the
delivery of water in Poland and the consequent outcomes for equity. A system of provision
(SOP) is defined as an array and sequence of activities, technologies and institutional
arrangements that come together in the provision of a particular product or service and
which dovetail with the cultures attached to water sector. Different components of the sop
interact to create specific outcomes, which affect the affordability, accessibility and quality
of the water. There is a need to identify the structural and contextual determinants of the
systems that lead to such outcomes. These determinants include among others history,
income and distribution, government policy, infrastructure, industry structure, labour,
ownership structure, finance access. They may be analysed in terms of four different
perspectives: processes, structure, participants and mutual relations among them (See
more: Bayliss, Fine, Roberston, 2014, p.13). To complete main aim, the author has
conducted an analysis of the system of provision for water in Poland for the years 19892011/1q.2014. The initial date of the research is connected with the beginning of political
and economic transformations in Poland and the closing date stems from the availability of
statistical data. Poland has been a member of the European Union since 1 May, 2004.
This paper is based on interviews, data, reports and information obtained from
Ministry of the Environment, National Fund for Environmental Protection and Water
Management, National Board of Water Economy, National Central Statistical Office,
Ǥ:RGRFLÇJL3ROVNLHǥ&KDPEHURI&RPPHUFHǦ:RGRFLÇJL.DQDOL]DFMDǥ-RXUQDO
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2. Initial remarks
Water is the main source of life for all organisms on earth. Poland ranks among the
countries with relatively scarce water resources. The annual stock of freshwater amounts
to 1600 m3 per 1 inhabitant, while in most European countries this stock is approximately
5000 m3 per 1 inhabitant. Furthermore, surface water resources in Poland are
characterised by great temporal and territorial changeability. Consequently, there are
temporary surpluses and deficits of water in rivers. Storage reservoirs can compensate for
this changeability only to some degree, due to the fact that the total capacity of these
reservoirs does not exceed 6% of an annual volume of water drainage from the county area.
The main source of water supply is surface water. The water collected from rivers and
lakes cover over 84% of needs. Underground water resources are used primarily to supply
the inhabitants with drinking water (See more in GUS, 2013).
Between 2000-2012 there was substantial investment in technical infrastructure
connected with the water sector. In that period, the water and sewage network was
extended, obsolete and inefficient infrastructure was eliminated from use, new sewage
treatment plants were built and the existing ones were modernised, devices used for the
reduction of a pollutant load in sewage were installed. In the years 2000-2012, the number
of cities with sewage treatment plants increased by 102 from the level in 2000 (69% of total
population had access to sewage treatment plants). The water supply network grew three
fold in that period and amounted to 283 thousand km in 2012. It shall be noticed at this
point that such an investment scale would not be possible without the financial support
from gminas – the owners of water and sewage service enterprises (from 15 to 30% of the
investment value), financial means from the state’s budget (from 10 to 20%), funds from the
European Union (from 10 to 25%), as well as the resources from ecological funds (from 10
to 20%) and bank loans (up to 10%).
The vast majority of the Polish people, i.e. 88% of total population, use the water
supply network (See more in GUS, 2013). The largest share of water consumption belonged
to the industry sector, accounting for over ¾ of total consumption. Konin has the largest
water consumption, being one of the main lignite coal fields and having a complex of power
8
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plants. The largest water consumption by households is in Warsaw, i.e. the city with a
largest number of inhabitants (over 1.7 million people). It shall be noted, however, that
water consumption decreased systematically in 2000-2012. This reduction in consumption
results above all from the fact that measuring devices (water meters) were installed, less
water was lost during distribution, water prices increased, house water devices were
modernised and the users began to show a saving approach to water consumption.
Collective water supply is provided by water and sewage service enterprises, the
number of which is approximately 1800 in Poland. A comprehensive analysis of this sector
is extremely difficult, due to lack of detailed statistical data concerning all of these
enterprises. Moreover, the sector of water and sewage services is very fragmented and
consists of a number of supply regions (local markets) on the area of one or more gminas.

9
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Table 1. Basic data on collective water supply (2012)
Specification

2012

Water supply network
- transmission network in km
- distribution network, total in km
- distribution network per 100 km2
- distribution network in urban areas:
- distribution network in rural areas:
Length of network which is owned by public sector (municipal and mixed)
- transmission network in km
- transmission network in % of the total
- distribution network in km
- distribution network in % of the total
Population using water supply system4
- grand total in thou.
- in % of the total population
Water consumption in Poland, in hm3**, total
- for industrial purposes
- for purposes of exploitation of water supply network (of which
households)
Cities with decisive water consumption in the national economy, in hm3
- Konin
- Ostrołęka
- Warszawa
- Skawina
- Szczecin
Consumption of water from water supply system in households:
- total, in hm3
- per capita, in m3
- urban areas, per capita, in m3
- rural areas, per capita, in m3
Enterprises in the water supply section; sewage and waste management*
- number*
- working in thou.*
- revenue from the sale of products and goods, in milion PLN*
- expenditure on investments in total, in million PLN*
- gross value of fixed assets, in million PLN*

17179,8
283102,5
90,53
63147,7
219954,8
16293,3
95%
267390,5
94%
33852
87,9
9247,1
7708
1539,1
1388,5
554,0
313,7
288,8
204,9
1200,5
31,2
34,5
26,1
1489 (1793)
110
28336
5571
78180

Explanations: * Based on the analysis of the economic activity of enterprises with over
9 employees conducted by the Central Statistical Office (GUS) for the year 2012, there were

3

2

2

Sewage distribution network per 100 km : 40.2, Gas supply distribution network per 100 km : 37.6.
Population using sewage system, grand total in thou.: 24788.4, in % of the total population: 64.3. Population using gas
supply system, grand total in thou.: 20193.5, in % of the total population: 52.4.
4
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76939 entities; the study did not include public organisational units ** 1 hm3 = 1 000 000
m3.
Source: Based on the data of the Central Statistical Office (2013, 2014).

3. Historical development of the sector of water and sewage services in Poland
Water and sewage service enterprises operating in Poland in 1918, after the country had
regained its independence, could be classified as: a) enterprises which remained under
their own public regulatory boards (not separated or separated from municipal
administration) or private boards (acting as public limited companies or limited liability
companies), b) mixed enterprises, possessing private capital or cooperative capital shares,
acting as public limited companies or limited liability companies, c) licenced or leased
HQWHUSULVHV '\PDF]HZVNL6R]DûVNLS 
After World War II, in the 1950s, the pre-war forms of municipal self-government
were liquidated. It stemmed from the introduction of the socialist form of government,
dominated by public ownership and the process of centralisation. In larger cities, a single
or multi-branch state enterprises were established, which in 1981 became public utility
enterprises. In smaller towns and rural gminas, the activity in the area of water and sewage
system services was handed over to budgetary institutions or units. With the course of time,
the process of centralisation of single-branch enterprises took place. In capital cities of
provinces, regions enterprises were established, encompassing a vast majority of the city in
their activities. At the beginning of political and economic transformations in Poland, in
early 1990, there were approximately 50 single-branch water and sewage service
enterprises in Poland, 80% of which were within the provincial or regional reach. In smaller
towns, water and sewage networks were operated by multi-branch enterprises, i.e. urban
economy enterprises or urban and housing enterprises. Budgetary institutions or units
operated in small towns, and provincial institutions of water services operated in villages.
Rural water networks were built and operated also by large state agricultural farms
'\PDF]HZVNL6R]DûVNLSS 
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In 1990, collective water supply and sewage discharge were regarded to be the tasks
of every gmina, which was also given the state property connected with the realisation of
this task. It was also the beginning of decentralisation and municipalisation of provincial
enterprises, provincial institutions of water services, municipalisation of municipal
enterprises, as well as transferring to gminas factory water networks (in state-owned
HQWHUSULVHV  VHUYLQJ VHWWOHPHQW XQLWV '\PDF]HZVNL 6R]DûVNL  S   :KHQ WKH
ownership and organisational transformations began in 1990, gminas did not analyse the
economic conditions of water and sewage service enterprises. Organisational changes
consisted in separating smaller units from large enterprises, the units which would serve
just one gmina. As a result of this reorganisation, the costs of the newly created entities
increased considerably. For political reasons, it was embarrassing both for local authorities
and government to reveal that the charges for water and sewage services were
underpriced (below cost value), that a renovation backlog occurred or that necessary
replacements of decapitalised and malfunctioning technical devices were neglected.
Besides the statutory, postponed dates of ownership transformations, there were no crucial
reasons for conducting a rapid ownership transformation. As a result, this process took a
long time. A large number of companies and budgetary establishments were created only
when the Act on the municipal economy from 1997 forced the final yearly date of
establishment of or transfer of water and sewage services to commercial law companies or
EXGJHWDU\ HVWDEOLVKPHQWV '\PDF]HZVNL 6R]DûVNL  S   ,W VHHPV LPSRUWDQW WR
highlight at this point that the key instruments of political and economic transformations in
Poland were: privatisation and decentralisation. The above-mentioned transfer of wealth
from gminas to water and sewage service enterprises fitted perfectly the trend of
ownership transformations which was dominant in the economy of the times. However, in
the sector under analysis, the transfer of wealth happened together with the transfer of
rights to this wealth. Thus, gminas remained the owners of water and sewage service
enterprises, which in turn owned the water and sewage network infrastructure.
Furthermore, numerous transgressions in this area continue. Today, there are many
gminas (ca. 500) where water and sewage services are performed by the gminas’
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departments, which de facto is against the law concerning also water and sewage service
enterprises.

4. Principles of functioning of water and sewage service enterprises
Water and sewage service enterprises established after 1997 cover the basic living needs of
local communities. These entities have a monopoly position on given local markets. The
sector of water and sewage services is regulated by the Act of 7 June 2001 on collective
water supply and collective sewage discharge (uniform text Journal of Laws of 2006 no.
123, item 858 with amendments). This law specifies the principles of and conditions for
collective supply of water fit for human consumption and collective discharge of sewage,
including: 1) the principles of functioning of water and sewage service enterprises, 2) the
principles of creating conditions for ensuring the continuity of supply and proper quality of
water, reliable discharge and treatment of sewage, requirements concerning the quality of
water fit for human consumption, and 3) the principles of the protection of consumer
interest, including the requirements of the environmental protection and optimisation of
costs.
In accordance with the above-mentioned act, a water and sewage service enterprise
is obliged to ensure the capacity of its water supply system devices and sewage devices for
the performance of water supply in the required amount and under proper pressure, to
ensure supply of water and discharge of sewage in a continuous and reliable manner, as
well as to ensure proper quality of supplied water and discharged sewage. It shall be noted
here that it is economically unjustified (profitable) to transmit water over long distances or
to equip scarcely populated areas with water technical infrastructure.
A water and sewage service enterprise devises a long-standing plan of development
and modernisation of water supply system devices and sewage system devices which
belong to the enterprise. This plan specifies in particular: the planned scope of water
supply and sewage discharge services, development and modernisation undertakings for
particular years, undertakings aiming at rationalising water consumption and introducing
sewage systems, investment expenditures in particular years, manners of financing future
investments. The plan should be compatible with the gmina’s development directions
13
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specified in the study of conditions and directions of spatial management of every gmina,
with the provisions of local spatial management plans and the provisions of a permit issued
to the enterprise for performing services connected with collective supply of water and
collective discharge of sewage. Moreover, a water and sewage service enterprise is obliged
to ensure the construction of water supply and sewage discharge system devices specified
by gminas in the study of conditions and directions of spatial management of a gmina and
local spatial management plans within the scope agreed on in the long-standing
development and modernisation plan.
In order to perform the services of collective water supply or collective sewage
discharge, an enterprise needs permission from the head of the gmina (mayor) granted
through official decision. Such permission may be granted at the request of the water and
sewage service enterprise which: 1) has its branch or a representative office in Poland, 2)
possesses financial means or a proven possibility of obtainment of the means in the
amount necessary to perform the services in the proper manner, 3) possesses technical
resources adequate to the scope of performed activities.
Supplying water or discharging sewage is conducted in accordance with a written
agreement for water supply or sewage discharge concluded between a water and sewage
service enterprise and the recipient of its services. The agreement contains in particular
provisions concerning: a) the quantity and quality of water supply or sewage discharge
services and the conditions for the provision of these services, b) the manner and dates of
clearings, c) the rights and obligations of the parties to the agreement, d) the conditions for
repairing failures of the water or sewage network terminals which belong to the recipient
of services, e) the procedures of and conditions for the supervision of water supply system
devices and sewage system devices, f) the provisions included in the permit, g) the period of
the agreement and the liability of each party for a default, including the conditions for the
termination of an agreement. Unless otherwise stated in a water supply agreement or a
sewage discharge agreement, the recipient of the services is held accountable for ensuring
reliable functioning of the water network installations and terminals or sewage network
installations and terminals including the water meter. These devices are usually located
within the plots or buildings owned by real estate owners. It seems worth explaining, with
14
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reference to point a), that a gmina may commission an external entity to test the quality of
water.
A water and sewage service enterprise may cut the supply of water or close a
sewage terminal if: a) the water network terminal or sewage network terminal have been
installed against the regulations; b) the recipient of the services has failed to settle the
payment due for two complete accounting periods (usually two months), following after the
day of receiving a reminder to settle the outstanding payment; c) the quality of discharged
sewage does not comply with the requirements specified in the regulations or there has
been a deliberate damage to or omission of the measuring device; d) there has been illegal
consumption of water or illegal discharge of sewage, i.e. consumption or discharge without
an agreement or with deliberately damaged or omitted water meters or other measuring
devices. A water and sewage service enterprise which has cut off the supply of water due to
failure to settle the payment by a recipient is obliged to provide the recipient with a
supplementary point for the abstraction of water fit for human consumption and to inform
the recipient about the possibility of using such a point. Such a point is usually located
outside the house, yet within a given borough or town. A water and sewage service
enterprise shall inform the poviat5 sanitary inspector, the head of a gmina (mayor) and the
recipient of the services about its intention to cut off the supply of water or close a sewage
terminal and about the places and manners of using supplementary points for the
abstraction of water at least 20 days before the intended date of the cut-off or closure. The
data concerning the number of households which were cut off from the water supply
system are unavailable.
A water and sewage service enterprise is obliged to conduct regular assessments of
the quality of water. The head of the gmina (mayor) is entitled to supervise business
activities of a water and sewage service enterprise in terms of their conformity with a
granted permit. A key role is played here by the council of gmina which, having analysed
draft rules and regulations concerning water supply and sewage discharge drawn up by
water and sewage service enterprises, shall pass the final regulations concerning water
A poviat is a local government, second degree entity of administrative division, encompassing a part of the
area of a province where a few gminas are located.
5
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supply and sewage discharge. These regulations are considered local enactments. They
should specify the rights and obligations of water and sewage service enterprises and the
rights and obligations of the recipients of their services, including: 1) a minimum level of
services performed by a water and sewage service enterprise in terms of water supply and
sewage discharge; 2) detailed conditions for and manners of concluding agreements with
the recipients of the services; 3) the manner of settling payments based on prices and
payment rates fixed in a scale of charges; 4) conditions for joining the network; 5) technical
conditions specifying the possibility of accessing water and sewage network services; 6)
manners of accepting a terminal by a water and sewage service enterprise; 7) procedures
in case of failure to provide continuity of services and proper parameters of supplied water
and sewage discharged into the sewage network; 8) standards of customer service, and
especially the manners of handling complaints and exchanging information about
disruptions in water supply and sewage discharge; 9) conditions for supplying water for
fire-fighting purposes.

5. Organisational and legal forms of collective supply of water
The supply networks, collective supply of water and collective discharge of sewage are the
responsibility of gminas6. They constitute the tasks of every gmina and are part of the
municipal economy. This economy encompasses in particular public utility activities, the
aim of which is current and uninterrupted satisfying of collective social needs by means of
providing universally available services7.
In order to perform these tasks, every gmina can set up organisational units and
conclude agreements with other entities, including non-governmental organisations8. The
forms of conducting its economy by every gmina, including the performance of public utility
The inhabitants of every gmina make up a self-governing community by virtue of law. Whenever the author
uses the terms gmina, it shall be understood as a self-governing community and its respective territory. Every
gmina performs public activities for itself and on its own responsibility. Gminas have legal personality. The
independence of a gmina is subject to judicial protection (Law of 8 March 1990 on gmina self-government,
uniform text, Journal of Laws of 2013 item 594 with amendments).
7 Article 1 of the Law of 20 December 1996 on the urban economy (uniform text, Journal of Laws of 2011 no.
45, item 236).
8 Article 9 of the Law of 8 March 1990 on gmina self-government, uniform text, Journal of Laws of 2013 item
594 with amendments).
6
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activities, are specified by a statute9. Gminas can commit natural persons, legal persons or
organisational units without legal personality to perform the tasks related to the municipal
economy by means of an agreement. All of the above-mentioned legal forms are used also
in collective supply of water and collective discharge of sewage. Thus, it seems justified to
take a closer look at these forms in order to gain a further insight into the matter.
A self-government budgetary establishment performs the above-mentioned tasks
against payment for supply of water and discharge of sewage, covering the costs of its
activities with its own revenues. While setting up the self-government budgetary
establishment, the council of gmina shall determine the following: the name and main
headquarters of the establishment, subject of its activities, sources of own revenues, level
of current assets of the establishment and assets given to the establishment for use,
deadlines for and manners of setting advance payments of surplus of current assets made
by the establishment to the gmina’s budget as well as deadlines for and manners of making
annual settlements and payments to the budget. The basis of the financial economy of the
self-government budgetary establishment is an annual financial plan encompassing the
revenues, including subsidies from the gmina’s budget, costs and other strains, the level of
current assets, the level of receivables and liabilities at the beginning and the end of the
period as well as settlements with the gmina’s budget. A self-government budgetary
establishment may receive from the gmina’s budget: entity subsidies, purpose subsidies on
current activities or on financing or subsidising the costs of investment realisation10.
Gminas may establish limited liability companies or public limited companies and
they can join such companies. Furthermore, gminas may also establish limited liability
partnerships or partnerships limited by shares. However, the majority of companies in
which gminas participate are limited liability companies, sole proprietorships constituting
legal persons (or gmina’s legal persons where the gmina owns 100% of shares). The basis
for the functioning of such a company is the contract of partnership preceded by an
appropriate resolution of the council of gmina. A minimum initial capital of a limited liability

Law of 20 December 1996 on the urban economy (uniform text, Journal of Laws of 2011 no. 45, item 236).
Article 15 and 16 of the Act of 27 August 2009 on public finance (uniform text, Journal of Laws of 2013 item
885, with amendments).
9

10
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company is 5000 PLN. The body of a limited liability company is made up of the board of
shareholders, supervisory board and company management board.
Municipal companies which were not given any organisational and legal form or
privatised by the council of gmina by 30 June 1997, became – by virtue of law – sole
proprietorships as of 1 July 1997. The gmina is represented in the gmina company by the
head of the gmina (mayor) and there is also the supervisory board.
The decision-making bodies of every gmina (the council of gmina, city council, town
and gmina council) decide on choosing the forms and manners of conducting the municipal
economy, the level of process and payments or the manners of setting prices and payments
for collective water supply and sewage discharge services11. The legal forms under
discussion are used in particular gminas.
The structure of water and sewage service enterprises may be analysed on the basis
of the REGON register kept by the Central Statistical Office (GUS). Detailed data concern
the end of 2013 (table 2). At that time, there were 1807 business entities with very
diversified legal and organisational form registered in the department of water collection,
treatment and supply. It shall be noted that at the end of 2012 there were 1489 entities
registered in the department of water supply, sewage and waste management.
Furthermore, not all enterprises taken into account in 2013 in the REGON register were
also water and sewage service enterprises. Besides, it is estimated that over 500 gminas
run water and sewage service-related activities exclusively by means of a separate division
in the organisational structure of the gmina12. Considering the disruptions in the structure
of organisational forms in this sector, the following conclusions might be drawn. Taking a
closer look at the enterprises dealing with water collection, treatment and supply, one
might notice that the majority are organised as budgetary establishments (almost 32%),
commercial law companies (over 36%), especially limited liability companies, and less
frequently public limited companies, as well as water companies (almost 16%). When it
comes to the commercial law companies, in the majority of cases the sole or majority
Article 4 of the Act of 20 December 1996 on the urban economy (uniform text, Journal of Laws of 2011 no.
45, item 236).
12 7KH HVWLPDWHG FRQGXFWHG ZLWK WKH KHOS RI 0U 0DWHXV] %RJGDQRZLF] Ǥ:RGRFLÇJL 3ROVNLHǥ &KDPEHU RI
Commerce.
11
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owners were gminas (543 out of 656 companies). The other entities from this group were
companies with only the domestic capital (123 companies), companies with a share of
foreign capital (18 companies) and sole-shareholder companies of the State Treasury (8
companies) (Cf. Bogdanowicz, IGWP, 2011). Detailed data referring to the above point are
not available.

Table 2. Legal and organisational forms of the water sector (data for 2013)
Legal and organisational form
Budgetary establishments
Commercial law companies
Water companies
Natural persons running business activities
Partnerships
State-owned enterprises
Cooperatives
Total

Number
582
656
286
244
33
3
3
1807

Share
32%
36%
15,8%
14%
1,8%
0,2%
0,2%
100%

Explanations: entrepreneurs register in the REGON system in 2013 in the department of water collection,
treatment and supply. Not all of the entities taken into account in the register are also water and sewage
service enterprises within the meaning of the Article 2 point 4 of the act on collective supply of water and
collective discharge of sewage (uniform text, Journal of Laws of 2006 no. 123, item 858, with amendments).
Source: Analysis based on Bogdanowicz, IGWP (2014).

The results of the research conducted by UOKiK (2011, pp. 15-16) indicate that the
seat and domain of activities of: a) limited liability companies are – to a similar degree –
both small towns and large cities, b) budgetary enterprises are the towns (areas) with
relatively small populations amounting to fewer than 25 thousand inhabitants, c) public
limited companies are large towns with more than 50 thousand inhabitants.
Taking into consideration the above characteristics, it shall be noted that the
markets of collective water supply and collective sewage discharge are very local in their
character. They boil down to the area of one or a few gminas. It shall be noted that in a
situation when a water and sewage service enterprise operates in a few gminas, it has to
prepare a separate tariff application for each gmina. Thus, prices of water in particular
gminas include the costs concerning the area of a given gmina. The total number of gminas
in Poland is 2479. Water and sewage service enterprises work predominantly as budgetary
establishments or as commercial law companies, more frequently as limited liability
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companies

and

less

often

as

public

liability

companies.

Furthermore,

some

transformations in organisational forms of collective water supply and collective sewage
discharge services from can be noticed (from budgetary establishments to limited liability
companies).
6. Market structure of water and sewage network services
Providing services on the market of water and sewage network services can take place only
through a network of technical infrastructure13 which is extremely capital consuming and
creates high barriers for entering the sector. Water and sewage service enterprises
operate as a network monopoly, providing a universal access to services. Additionally,
water used both for living purposes and technological processes does not have any
substitutes. Thus, a question arises whether the economic efficiency of natural monopolies
will not be lower than that of rival markets, and if yes, then how can competitive conditions
be brought to water and sewage service markets. The Office of Fair Trading (UOKiK)
presented a comprehensive analysis of these issues in its report for the year 2011.
An essential possibility of introducing competition to a given sector is to distinguish
such services in the sector which constitute a natural monopoly and such services which
may be subjected to the rule of competition. Thus, the legislators aim at breaking the
relationship chain between “production – transmission – distribution” and privatising
production and distribution. The recipient of the services has a possibility to choose the
producer or source of purchase of services. The network is not subjected to the principles
of competition. Its functioning as well as the conditions for accessing and using the network
are subject to control and supervision by specialised and impartial regulatory organs
independent from market participants (UOKiK, 2011, pp. 17-18).
In the sector of water and sewage network services in Poland such a solution has not
been used for the following reasons: 1) geographically narrow markets of water and
sewage network services, most frequently boiling down to the area of one gmina (the
number of which is 2479 in Poland) or a few gminas, based on inter-gmina agreements or
A network means water or sewage conduits together with accessories and devices which are used for
supplying water or discharging sewage, and which belong to a water and sewage service enterprise.
13
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inter-gmina associations, 2) an interlinked ownership structure of the relationship chain of
“production –transmission - distribution”; a water and sewage service enterprise is usually
the owner of the network, 3) uneconomical character of duplicated equipment and facilities
on local markets, for example a few competitive sewage treatment plans in one area, 4) a
possible threat for the inhabitants in the case of violating water quality norms by one
distributor who uses a common network.
Another possibility of introducing competition to a given sector is replacing the real
competition which has appeared on the market, which cannot take place in the natural
monopoly, with the competition for the local market. Such a solution is possible to be
implemented among all through a tendering procedure between the owner of the
transmission network and the winner of the tender for the operation and provision of water
supply services and/or sewage discharge services (UOKiK, 2011). Such a solution does not,
however, function in this sector. For this solution to be implemented it is necessary to fulfil
one fundamental condition. The entity which invites to tender (gmina) must be the owner of
the transmission network. However, while implementing this solution, it is not necessary
that there are a number of already running, professionally prepared and equipped entities
on the market, ready to begin the competitive struggle for the market, irrespective of the
place of the tender, and provide network management services in the case of winning the
tendering procedure. It is assumed that such entities will appear in the course of
functioning of such a solution.
Taking into consideration the Polish reality, this fundamental condition cannot be
fulfilled. According to the research conducted by UOKiK, the owners of water and sewage
transmission networks are in many a case the entities which run their business activities
consisting in water supply and sewage discharge based on the networks (UOKiK, 2011, p.
19). Table 3 presents the ownership structure of transmission networks based on a sample
selected by UOKiK. What follows from data is that the owners of water transmission
networks are predominantly water and sewage service enterprises, with just a minor
participation of gminas. According to UOKiK, applying such a solution, the sector will be
more susceptible to privatisation than to introducing the principles of competition on the
market.
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Table 3. Ownership structure of the water network included in the UOKiK research
Size of town
Up to 25000
25000-50000
50000-100000
More than 100000
Total
Share in %

Network owner
Gmina
Entrepreneur
Sole
Majority
Sole
Majority
10
2
11
10
2
1
15
15
2
2
15
12
0
0
12
13
14
5
53
50
11%
4%
43%
41%

Remark: the table takes into account the water networks which were owned by a gmina or an
enterprise in at least 51%.

Source: Analysis based on UOKiK (2011, p. 19).
When there is no possibility of introducing competition due to a natural monopoly in
Poland, neither on the basis of a primary conception nor on the basis of additional
conception, comparative competition might be introduced. The financial results of water
and sewage service enterprises would be dependent on the management abilities
compared to similar enterprises running on other local markets (geographically speaking)
and in similar mezoeconomic conditions. The conditions for implementing comparative
competition in the water and sewage service sector are the following: 1) the possibility of
comparing the efficiency of economic activities of particular water and sewage service
enterprises, 2) creating an institution which would perform such comparisons, 3) the
possibility of influencing the level of prices for collective water supply services by such
institutions (UOKiK, 2011, p. 20). Unfortunately, none of the forms of comparative
competition in the water and sewage service sector functions in its full scope. Partial
UHVHDUFKLVFRQGXFWHGRQO\E\WKHǤ:RGRFLÇJL3ROVNLHǥ&KDPEHURI&RPPHUFH

7. Principles of establishing tariffs for collective water supply
One of the most important issues in the water and sewage service sector are the principles
of setting tariffs for collective supply of water and collective discharge of sewage. A tariff
means a list of publically announced prices and charges for collective water supply and
collective sewage discharge as well as the terms and conditions for their use.
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A water and sewage service enterprise devises its own tariff for collective water
supply and sewage discharge in a manner ensuring the necessary revenues (full cost
recovery), protection of the recipients of the services from an unreasonable increase in
prices and payment rates, elimination of cross-subsidy14 motivation of the recipients to
rational consumption of water and limitation of sewage, clarity of estimating and checking
the prices and payment rates15.
The tariffs for collective water supply and collective sewage discharge specify the
type of the service performed, type and structure of tariffs, tariff groups of service
recipients, types and levels of prices and payment rates, conditions for making settlements,
including the equipment of real estate with the necessary devices and meters as well as the
conditions for the use of prices and payment rates, especially the range of services
provided for particular tariff groups of recipients and the quality standards of customer
service16. A tariff group of recipients means the recipients specified on the basis of the
characteristics of water consumption and sewage discharge, conditions for collective water
supply and sewage discharge and on the basis of the manner of making settlements for
provided services.
The tariffs, depending on their type and structure, for particular groups of recipients
include: 1) a price for 1 m3 of supplied water, 2) a subscription charge per recipient, 3) a
price for 1 m3 of discharged sewage, 4) a price for a unit of paved surface from which rain
water and thaw is discharged with the use of rain sewage system, including the type and
manner of use of the surface, 5) a subscription payment rate per recipient17. The
subscription payment rate means a value in Polish zlotys per recipient for a clearing period
which the recipient of the services is obliged to pay to the water and sewage service
enterprise for maintaining the water system or sewage system devices ready for use as
Cross-subsidy means covering the costs concerning one type of economic activities performed by a water
and sewage service enterprise or one of the tariff groups of the recipients of services with the revenues
obtained from other types of economic activities performed or other tariff groups of recipients.
15 §3 of the Regulation of the Minister of Construction of 28 June 2006 on the manners of determining tariffs
(…).
16 §4 of the Regulation of the Minister of Construction of 28 June 2006 on the manners of determining tariffs
(…).
17 §5 of the Regulation of the Minister of Construction of 28 June 2006 on the manners of determining tariffs
(…).
14
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well as for the reading of meters or other measuring devices and settling the amount due
for the supplied water or discharged sewage.
A water and sewage service enterprise determines the tariffs for 1 year on the basis
of necessary revenues after allocating them to particular tariff groups of recipients. The
enterprise takes into consideration above all the costs connected with providing services
incurred during the previous accounting year, based on the accounting records, including
the changes planned in the costs during the year when the tariff is valid, the changes in the
economic conditions as well as the amount of services and the terms and conditions of their
provision; the costs resulting from the expenditures planned for investments on the basis
of a long-standing plan of development and modernisation of water system and sewage
system devices owned by the enterprise. While establishing the necessary revenues, the
costs of exploitation and maintenance are of particular importance, including: the
amortisation and amortisation write-off, taxes and payments independent of the enterprise,
charges for using the environment, costs of self-purchased water or sewage discharged
into the sewage network devices not owned by the enterprise, repayment of capital
instalments exceeding the value of amortisation or abatement, repayment of interest from
credits and loans, irregular debts and profit margin18,19. That is why the accounting
records should above all make it possible to separate fixed and variable costs, revenues
connected with particular types of activities of the water and sewage service enterprise as
well as with reference to particular tariffs, establish the costs connected with investment
activities in the previous accounting year, allocating necessary revenues according to the
tariff groups of recipients.
A water and sewage service enterprise chooses the structure and type of the tariff
taking into account the following:
1) depending on the assumed type of the tariff for particular tariff groups of recipients:
§6 of the Regulation of the Minister of Construction of 28 June 2006 on the manners of determining tariffs,
the model of the application for the validation of tariffs and the conditions for making settlements for
collective water supply and collective sewage discharge (Journal of Laws of 2006 no. 127, item 886).
19 „The gmina may also have a considerable, yet indirect impact on determining the level of necessary
revenues if, being the owner of the water and sewage network infrastructure, it renders it available for the
system operator against payment, deriving measurable financial benefits in the form of e.g. leasehold (…)”
UOKiK, 2011, p. 27.
18
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a) uniform tariffs with uniform prices for services and uniform payment rates for all
tariff groups of recipients, separate for water supply and sewage discharge,
b) diversified tariffs with different prices for water supply and sewage discharge as
well as different payment rates, depending on the type of the tariff group of
recipients,
2) depending on the structure of the tariff:
a) a single tariff with prices for 1 m3 of supplied water and 1 m3 of discharged
sewage or prices for a measurement unit of polluted hard surface, its type and
manner of management, from which rain and snow sewage is discharged,
without the subscription rate,
b) a multiple tariff with prices and payment rates,
3) depending on the diversity of water prices at various levels of its consumption or sewage
prices at various levels of its discharge:
a) a seasonal tariff characterised by higher prices for water or sewage in the peak
of the water and sewage service season and lower prices outside the season,
b) a progressive tariff used in the case of limited possibilities of collecting water or
treating sewage by a water and sewage service enterprise, in which the prices for
water or sewage grow along an increase in their amount exceeding the level
which is not smaller than it is provided for in the provisions concerning average
water consumption quotas20.
A water and sewage service enterprise performs the following activities, in order to
determine tariff prices and payment rates, for water supply and sewage discharge
respectively: it divides the recipients of its services into tariff groups of recipients, chooses
the type of the tariff, allocates the necessary revenues to particular tariff groups of
recipients according to the assumed structure of prices and payment rates, and it
estimates tariff prices and payment rates. Estimating tariff prices and payment rates is
done by dividing planned annual necessary revenues by a planned annual amount of
provided services. The planned annual amount of provided services is estimated, in turn, as
§14 of the Regulation of the Minister of Construction of 28 June 2006 on the manners of determining tariffs
(…).
20
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a sum of a verified amount of services provided in a fiscal year preceding the year of
scheduled introduction of the tariff and a change in the amount of provided services,
including that resulting from scheduled realisation of a long-term plan of development and
modernisation21.
According to the research conducted by UOKiK among a selected group of water and
sewage service enterprises, the majority applies the diversified multiple tariff (table 4). This
type of a tariff offers different prices for supplied water and discharged sewage to
particular tariff groups of recipients, as well as a subscription rate independent from the
amount of provided services.

Table 4. The structure and types of tariffs used by selected water and sewage
enterprises included in the UOKiK survey
Town where the enterprise’s
main seat is located
Up to 25000
25000-50000
50000-100000
Over 100000
Total
Share in %

A

B

C

D

6
2
2
2
12
9%

9
7
9
8
33
25%

4
6
3
1
14
11%

16
21
19
16
72
55%

Explanations: as for July 2011, A – number of enterprises which apply the uniform single
tariff, B – number of enterprises which apply the uniform multiple tariff, C – number of
enterprises which apply the diversified singe tariff, D – number of enterprises which apply
the diversified multiple tariff
Source: Analysis based on UOKiK (2011, p. 32).
In brief, the principles of establishing tariffs for collective water supply and sewage
discharge in Poland are supposed to cover all the costs associated with running business
activities of enterprises in the water sector and to bring a decent profit. Thus, the recipients
shall bear such costs of water and sewage services which will ensure self-financing of the
activities of water and sewage service enterprises, including making a profit. Such a
formula of establishing tariffs facilitates the process of commodification of the water sector

§15 of the Regulation of the Minister of Construction of 28 June 2006 on the manners of determining tariffs
(…).
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and an intertwined process of financialisation. Furthermore, within the area of tariffs, the
only stiffening of the market principles for water and sewage service enterprises is the
change of tariffs only once a year. Such stiffening ensures stability of expenditures and a
possibility for the recipients to plan these expenditures.

8. Prices and payment rates for collective water supply
The survey included 712 water and sewage service enterprises operating in all voivideships
in Poland. The analysis is based on the information collected from the “Ceny Wody” (Water
3ULFHV  ZHEVLWH UXQ E\ WKH Ǥ:RGRFLÇJL 3ROVNLHǥ 3ROLVK :DWHUZRUNV  &KDPEHU RI
Commerce. Additionally, the author refers to the information provided by the “cenawody.pl” website. All the data were updated at the end of September 2013.
In the sample of 712 enterprises included in the survey, the price of water ran at a
level of 3.75 PLN for 1 m3 of supplied water and 5.98 PLN for 1 m3 of discharged sewage, at
the end of September 2013 (table 5). It has to be noted that the analysed prices may include
possible subsidies made by gminas to water and sewage service bills. The diversification of
prices for the supply of water is relatively high, with the coefficient of variance amounting to
32%. Water prices should be increased in some areas by a subscription payment,
amounting on average to 6.71 PLN monthly (the average based on existing subscription
payments). Taking into account the price for supplying 1 m3 of water together with the
subscription payment in the analysed group of enterprises, the total price of water22 for the
first m3 of supplied water amounted on average to 5.10 PLN (1,22 EUR, 0,97 GBP23), with
very high diversification from 1.7 PLN to 24 PLN. Thus, the total gross price of water and
sewage for the first m3 of supplied water and discharged sewage amounted on average to
11.88 PLN, with equally high diversification from 3.78 to 48.40 PLN. The average water
consumption per one inhabitant was assumed to be 31.2 m3 annually in 2012, i.e. 2.6 m3 a
month (GUS, 2013). The total cost of water supply and sewage discharge for 1 inhabitant

The price for 1 m3 of supplied water increased by the subscription independent of a m3 of supplied water, if
occurs. It shall be noted that these estimates refer exclusively to the first m3 of supplied water; every next m3
means that the bill will be increased by the price of a m3 without the fixed charge, i.e. the subscription.
23 Assuming an average exchange rate of 4,18 PLN per euro and 5,12 PLN per pound sterling. Source: The
National Bank of Poland, table no. 157/A/NBP/2014 of 14 August 2014.
22
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amounted on average to 27.35 PLN a month (6,54 EUR, 5,34 GBP), with high diversification
from 10 to 76 PLN (median 25 PLN). It is assumed that the typical range of variance is
between 18 and 37 PLN (+/- 1 standard deviation). By comparison, what follows from the
results of the Central Statistical Office (GUS), the total cost of water supply and sewage
discharge for 1 inhabitant amounted to 24.11 PLN on average a month.

Table 5. Water and sewage prices in households as for 30 September 2013 in PLN

Specification

Average price
Standard deviation
Coefficient of variance
Minimum price
Maximum price
Median
Number of entities

Gross prices for m3,
monthly
Household
Household
Household
water and
water
sewage
sewage
9,73
3,75
5,98
2,95
1,19
2,14
30%
32%
36%
3,78
1,73
2,05
29,2
10,18
19,6
9,15
3,50
5,53
712
712
712

Subscription payment rates,
monthly
Water supply

Sewage
discharge

6,71
2,97
44%
1,37
17,13
6,71
144

5,99
4,22
71%
0
22,9
5,32
78

([SODQDWLRQV7KHSULFHVKDYHEHHQFROOHFWHGRQWKHEDVLVRIDVXUYH\FRQGXFWHGE\WKH:RGRFLÇJL 3ROVNLH
Chamber of Commerce. The prices include subsidies made by gminas to the water and sewage bills.
6RXUFH$XWKRUǢVRZQHVWLPDWHVEDVHGRQWKHGDWDRIWKH:RGRFLÇJL3ROVNLH&KDPEHURI&RPPHUFH

The total price of water supply in Poland is extremely diversified, compared to the
price of electricity or gas supply. According to Tadeusz Rzepiecki, the President of the
&RXQFLO RI WKH Ǥ:RGRFLÇJL 3ROVNLHǥ &KDPEHU RI &RPPHUFH GLIIHUHQFHV LQ WKH SULFHV RI
water stem primarily from the fact that water needs to be treated. The cost of treating
abyssal water is different than that of surface water. Furthermore, the quality of abyssal
water also varies; for example, the town of Kielce is supplied with water coming from
limestone rocks, which means that it practically does not have to be treated, whereas in
Bydgoszcz, where water is collected from the Brda River, considerable amounts of organic
pollutants have to be removed from it (a press note published by IGWP).
Furthermore, the diversification of water prices is also influenced by considerable
expenditures of some water and sewage service enterprises on development and
modernisation of water system networks in particular areas of the country. In the years
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1990 – 2013, the length of the water system network in Poland grew almost three times,
from 93 thou. km to 287 thou. km. On the areas where water and sewage service
enterprises did not have to perform or did not perform costly extensions of the network,
their costs were relatively low, and in turn, the price for 1 m3 of water was also low.
$FFRUGLQJ WR 'RURWD -DNXWD WKH 3UHVLGHQW RI WKH Ǥ:RGRFLÇJL 3ROVNLHǥ &KDPEHU RI
Commerce”:
Increasing prices result from putting into use new infrastructure of high value
compared to the existing one. In accordance with the provisions of the “tariff” regulation,
the price should also include the profit. It is necessary for future investments. Finishing the
modernisation of the water and sewage system and fulfilling the European norms of water
quality – both the water we drink and the one that comes out from water treatment plants –
causes an increase in prices. Poland has a chance, thanks to numerous undertakings, to
improve the quality of its surface waters, especially those regarded as the sources of
drinking water” (Jakuta, 2014)
The council of gmina may adopt a resolution concerning a surcharge on any one, the
selected ones or all the tariff groups of the recipients of services. A gmina transfers the
surcharge to a water and sewage service enterprise. An increase in water consumption in a
given group of recipients is by principle financed by the other inhabitants of the gmina.
Obviously, the higher water consumption is in a given group of recipients, the higher the
surcharge is given to this group. As a result, a fundamental problem appears concerning
the criteria for determining target groups and the principles of excluding particular persons
from the support of the local government in case they have failed to fulfil the criteria.

9. The council of gmina as a regulator of the collective water supply system
The water and sewage service sector in not supervised by a central regulatory authority. It
is the role of every gmina to supervise the functioning of water and sewage service
enterprises. The principles of functioning of the water and sewage service market are
specified in the Act of 7 June 2001 on collective water supply and collective sewage
discharge. This act indicates the tasks of a gmina, serving as a regulator of a particular
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local market. Collective water supply and collective sewage discharge belong to every
gmina’s own tasks.
In accordance with Article 28 paragraph 1 of the Act of 7 June 2001 on collective
water supply and collective sewage discharge, the tariffs are subject to authorisation by
means of a resolution adopted by the council of gmina, with the exception of the tariffs
changed due to a change in the value added tax rate. A water and sewage service
enterprise, within 70 days before a planned date of introducing a new tariff, shall present to
the head of the gmina (mayor) a request for agreement. The request for agreement on the
tariffs is appended with a detailed calculation of prices and payment rates and a current
plan. The mayor shall check if the tariffs and the plan have been devised in accordance with
the provisions of the act and verify the costs in terms of their justification.
Under Article 28 paragraph 5 of the Act, the council of gmina shall adopt a resolution
concerning the authorisation of the tariffs within 45 days of the date of submission of the
request or the rejection of the tariffs, provided that they have been devised against the
provisions. In case the supervisory authority (province governor) deems the resolution
invalid or when the resolution concerning the invalidity of the tariffs has not been annulled,
the period of validity of the current tariffs shall be extended by 90 days from the day of
receiving the supervisory decision by the water and sewage service enterprise. When the
supervisory authority (province governor) deems the resolution invalid, the tariffs verified
by the head of the gmina (mayor) shall enter into force after 14 days of the day of receiving
the supervisory decision by the water and sewage service enterprise.
In accordance with Article 28 paragraph 8 of the Act, when the council of gmina fails
to adopt a resolution within the period specified in paragraph 5, the tariffs verified by the
head of the gmina (mayor) shall enter into force after 70 days from the day of submission of
the request for agreement on the tariffs.
According to Article 28 paragraph 9a f the Act of 7 June 2001 on collective water
supply and collective sewage discharge, the council of gmina may, at a reasonable request
of a water and sewage service enterprise, extend the period of validity of current tariffs, yet
for no longer than one year. The justification of the request shall contain in particular the
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information concerning the scope of provided services and the economic conditions
justifying the extension of the validity period.
Taking into consideration the functioning of a gmina as a regulator of the water and
sewage service sector, one might notice the disadvantages of this solution, such as:
1. a double role of the gmina as a regulator and participant of the market, i.e. the owner of
a water and sewage service enterprise (member of the management board, members of
the supervisory boards24)
2. the period of the term of office of the council of gmina and resulting political pressure
on lowering water prices by water and sewage enterprises
3. a lack of specialists who could evaluate the functioning of a water and sewage service
enterprise, the efficiency of the water economy, including the possibility of limiting the
loss of water in the water system network
4. mass failure to adopt a resolution by the council of gmina on the authorisation of tariffs,
resulting among all from: a) inability to specify the regulations with which the tariffs are
inconsistent, b) political will of the council of gmina to manifest their objection to the
level of prices and payment rates, c) avoidance of additional audit of the procedures for
setting tariffs by the province governor acting as a supervisory authority
$FFRUGLQJ WR 'RURWD -DNXWD WKH 3UHVLGHQW RI WKH Ǥ:RGRFLÇJL 3ROVNLHǥ &KDPEHU RI
Commerce:

„Water is still regarded as political goods. Local government officials do not decide to
introduce necessary tariff raises or postpone them to the time after the elections. The
election banner “cheap water” or promises of “reducing the growth in water prices” are
still in use by local government councillors. Despite changing legislative acts concerning
the establishment and validation of water and sewage prices, price-related decisions are
still – in a majority of cases – unfortunately a result of political decisions. On the other
hand, the situation when the owner of an enterprise (gmina in this case), acting as the body
which authorises the tariffs, and whose faith is in the hands of the voters, who in turn are
the consumers of the products of this enterprise, has never been and will never be easy”
(Jakuta, 2014).
At this point, it is worth referring to the results of a survey conducted among water
DQGVHZDJHVHUYLFHHQWHUSULVHVE\WKHǦ:RGRFLÇJL3ROVNLHǥ&KDPEHURI&RPPHUFHLQ
I do not object here to the fact that the owner participates in management or supervision activities.
Personally, I believe that every owner should have a right to perform such functions.
24
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According to the results of the survey, 55% of water and sewage service enterprises
supported the existing system, with approximately 35% being for the creation of a central
regulatory authority and absolute exclusion of gminas from the process of verifying the
application and the decision concerning an introduction of a tariff, whereas the remaining
pollees took into consideration other solutions.
Appointing an external regulator in the sector of water and sewage services would
be beneficial for the following reasons:
a) providing statistical information and technical and economic analyses regarding the
entire sector of water and sewage services (approximately 1500 entities)
b) motivating water and sewage service enterprises operating as local monopolies to
manage their costs more efficiently
c) resolving conflicts between water and sewage service enterprises and the recipients of
their services in a professional and impartial manner
d) creation of a code of good practices for water and sewage enterprises, especially
encompassing the information requirements
e) preparing and expressing an opinion on legislative changes aiming at improving the
transparency of the functioning of the sector of water and sewage services
f) supervision of the process of ownership transformations in water and sewage service
enterprises, including the process of limiting the number of enterprise shares owned,
consolidation processes which may take place in this sector in the future
Elaborating on the above benefits of introducing an external regulator of the market
of water and sewage services, what has to be particularly highlighted is the need to provide
information to the recipients of the market. This information would concern in particular
the amount of the subsidy which water and sewage service enterprises receive from
gminas, the scope of financing investment undertakings by a gmina in the sector of water
supply services, the scope of the gmina’s support in the form of real estate tax exemption
or reduction offered to enterprises, the scope of maintaining the water system property by
gminas, the scope of lending the water system property to enterprises free of charge (See
PRUH LQ &KXG]LûVNL   $FFRUGLQJ WR 3DZHù &KXG]LûVNL WKH 3UHVLGHQW RI WKH $TXDQHW
6$3R]QDû0DQDJHPHQW%RDUG
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“an insignificant part of our enterprises wants to publically present their data. It results
partly from the lack of trust in the branch. On the other hand, it may be the result of a fear
that some of our enterprises simply do not cope with their problems. Thus, sometimes the
enterprise itself does not know what its problem is, since such slogans as “we have the
best water in Poland” and “our company is the best water supply company in the country”
is, unfortunately, still quite common among the management staff of these enterprises”
&KXG]LûVNL 
A condition necessary to introduce an external regulator in the water and sewage
service sector should be its market and organisational independence. The office of a
regulator should ensure the balance of interests of the participants of the water and
sewage service market governed by the protection of quality of drinking water, caring about
the households’ capacity to purchase water and sewage services and aiming at the
economic efficiency of the enterprises in this sector. Introducing such a regulator requires
a transitional period. This period would be especially important to small water and sewage
service enterprises, which would have time to adapt the procedures to the existing
regulations. It is deemed unreasonable for the external regulator to enter the sphere of
authorising tariffs, simultaneously excluding the role of the gminas. It is assumed that such
a process would lead to mass privatisation of water and sewage service enterprises.
Furthermore, a crucial question arises concerning the costs of maintaining a central
regulatory authority in the sector of water and sewage services. According to Bogdanowicz
IURP WKH Ǥ:RGRFLÇJL 3ROVNLHǥ &KDPEHU RI &RPPHUFH HPSOR\PHQW LQ VXFK DQ LQVWLWXWLRQ
would amount to approximately 100 people, which would definitely generate considerable
costs. Let us add that such an office would have to analyse the situation of water and
sewage service enterprises and the adequacy of the proposed tariffs to local conditions and
the economic situation of the entity. In the existing situation, there are 2479 tariff
applications, i.e. as many as the number of gminas in Poland.
In sum, the water and sewage services sector definitely lacks reliable, possibly
comprehensive and updated information. In fact, apart from the Central Statistical Office
(GUS) , the only entity which provides some information about the water and sewage
VHUYLFHV VHFWRU LV WKH Ǥ:RGRFLÇJL 3ROVNLHǥ &KDPEHU RI &RPPHUFH DVVRFLDWLQJ 
enterprises. Filling this information gap shall be done with the support of the state. Only
such a solution would make it possible to obtain information concerning water and sewage
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service enterprises and the conditions of their functioning on particular local markets (in
particular gminas).

10. Financial analysis of water and sewage service enterprises
The following part of this work is based on the results of the survey research entitled
“Benchmarking. The results of water and sewage service enterprises in Poland for 2012”,
FRQGXFWHG E\ WKH Ǥ:RGRFLÇJL 3ROVNLHǥ &KDPEHU RI &RPPHUFH 7KH ,*:3 UHVHDUFK
conducted in 2013 included 144 enterprises, with a predominant share of medium and
large enterprises operating as limited liability companies and with an insignificant share of
small enterprises operating as budget companies. In the light of the above, the following
results and conclusions shall be regarded with some caution.
The net return on sales (net profit / loss compared to net income on sales) among
the analysed group of enterprises ran at a level of 2 – 4% for the median of water and
sewage service enterprises under analysis (from 1.4% to 5.4% for the average), with a
growth in the return occurring alongside a growth in the size of an enterprise. Larger
enterprises operated as companies, especially limited liability companies, compared to
smaller enterprises. Furthermore, the ownership structure had a significant influence on
the obtained return. Ownership concentration (one gmina serving as an owner) led to
obtaining a minimum net return on sales by an enterprise. The economic profit constituted
a minor objective for such enterprises. In the majority, their owners did not aim at obtaining
higher profits from the activities of water and sewage service enterprises and the
realisation of the right to dividend. Such actions were probably not accepted by the local
communities. The owner – a gmina, also acting as a regulator, shall establish such tariffs
for water and sewage services which level the possibility of paying the dividend. The above
results concerning the net return on sales may be distorted. According to IGWP (2013, p.
65), enterprises which have taken advantage of a non-returnable financial support (i.e.
subsidies from the EU funds) and balance them within the due time, reveal them in their
operating income. This income affects the result, but is not connected with an actual
influence of monies in a given fiscal year.
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The return on sales of water network services (gross profit / loss on water network
activities compared to the income from the sales of services within water network
activities) ran at the level of 1 – 2.5% for the median of water and sewage service
enterprises under analysis (from 1% to 4.5% for the average). Given a high return on sales,
exceeding 10%, a situation could have taken place where the enterprises which were
repaying their loans included the interest on the loans in the price of water or included the
surplus amount of paid instalments over amortisation or did not realise their planned
investments completely (Cf. IGWP, 2013, p. 67). Some of the enterprises within the group of
enterprises under analysis reached a negative rate of return on the sales of water network
services. As a result, these enterprises calculated the price of water supply and sewage
discharge services below their operating costs. Such a situation leads to problems with
financial liquidity and postponing replacement investments. Additionally, there is no clear
difference between the return on sales of water network services and the net return on
sales in such aggregated data. It may mean that the importance of financial costs (including
the interest on loans) is insignificant, and thus there is a relatively meagre share of
financing investments with foreign capital. On the other hand, the income obtained outside
the primary, strictly commercial activity of water and sewage service enterprises may play
a crucial role for the income obtained by these enterprises.
The rate of return is perfectly complemented by an analysis of net index price for m3
of water (including all net income on water network activities compared to the amount of
water sold). This rate includes the income from particular tariff groups of recipients,
income on the subscription and other charges for water supply, independent from the
amount of water consumed by the recipients, and it levels the differences resulting from
various periods of introducing the tariffs (IGWP, 2013, p. 73). The net index price for 1 m3 of
water amounted to 3.2 PLN – 3.7 PLN for the median of water and sewage service
enterprises under analysis (from 3.6 PLN to 4 PLN for the average), while the index price
increased together with a growth in the size of a water and sewage service enterprise. The
scale and dynamics of modernisation of fixed assets in medium and large enterprises are
larger than in smaller enterprises. According to Bogdanowicz (2014), index prices are not
correlated with the obtained income. First of all, some water and sewage service
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enterprises obtain high income, with a low index price. It gives room to raising a
fundamental doubt whether these enterprises realise replacement investments with the
aim to maintain fixed assets in a not-worsening condition and what role the political factor
plays in the decision-making process in these enterprises. Secondly, some of the water and
sewage service enterprises do no reach any income, with a relatively high index price of
water. Such a situation may result from the realisation of new investments, which in the
long-run may be beneficial for the owners of the enterprises.
Financial liquidity (current assets compared to short-term obligations and shortterm accruals) ran at the level of 1.5% for the median of water and sewage service
enterprises (from 1.7% to 2.4 % of the average), which is a positive result. Smaller
enterprises, in particular, have a tendency to temporary overliquidity. Serious problems
with financial liquidity were noted in every 13th enterprise, in which the current liquidity
index did not even reach the level of 0.5. Taking into account the scale of the sector, water
and sewage service enterprises have a capacity to fulfil their obligations.
The index of financing assets with equity capital (equity capital compared to total
assets) amounted from 62 to 75% for the median of analysed water and sewage service
enterprises (from 63% to 71% of the average). The larger the enterprise, the greater the
share of equity capital in the balance of the enterprise. Obviously, a fundamental question
arises concerning the relationship between the rate of return on investments and the cost
of the foreign capital involved. This relationship will determine to a large degree the return
on equity capital, and thus the decisions concerning the changes in the structure of
financing the assets of a water and sewage service enterprise. A key role in this area is
played, however, by the financial means from the European Union which determine the
scope of external finance of water and sewage enterprises, regardless of the abovementioned relationship.
Debt servicing with the financial surplus (net profit plus amortisation to total debt
servicing, i.e. capital instalments plus interest) amounted to 3.5 – 4.6% for the median of
enterprises under analysis (from 7.7% to 14.3% for the average). The index of above 1.2 was
obtained by 85% of enterprises. Bearing in mind the limitations of this index, it is assumed
that enterprises did not have a problem with debt servicing.
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In sum, the sector of water and sewage network services in Poland is characterised
by generally low profitability, with maintained financial liquidity. Enterprises finance their
activities primarily with their own capital. Foreign capital is mainly the means obtained
from the European Union funds, with a relatively low share of commercial loans. In general,
the owners of water and sewage service enterprises (usually one gmina, less frequently a
few gminas together) realise among all the goal associated with providing the capacity to
purchase water possibly to all the recipients in a given gmina. The goals connected with
expanding the accessibility to the water and sewage networks and with the protection of the
natural environment seem to be realised, as long as they do not disturb the realisation of
the demand-related goal. Political factors play a vital role in this sector.

11. Investments of water and sewage service enterprises
The gross value of fixed assets in the section of water collection, treatment and supply
increased from 29 billion PLN in 2005 to 51 billion PLN in 2012, which constituted
approximately 1.8% of the value of total fixed assets. The expenditure on fixed assets used
for water collection, treatment and supply constituted 1.2% of total investment expenditure
in Poland in 2012. This expenditure increased over two times from 1.4 billion PLN in 2005 to
2.85 billion PLN in 2012 in current prices. In the analysed period, water and sewage service
enterprises realised considerable investments aiming at improving the accessibility to
water and sewage networks and the quality of water. An estimated degree of consumption
of fixed assets in the section of water collection, treatment and supply amounted to 39%,
with 45% consumption of total fixed assets.
Taking into consideration the expenditure on fixed assets used for the protection of
the environment and water economy, what shall be highlighted is their high dynamics from
1.6 billion PLN in 2000 to 2.8 billion PLN in 2012 (table 6). In the structure of total
expenditure, the most common are investments connected with water intakes and water
networks.
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Table 6. Outlays on fixed assets for environmental protection and water management,
current prices, in million PLN
Specification
Water management, including:
- Water intakes and supply systems
- Water treatment plants
- Water reservoirs and falls
- Regulation and management of rivers
and streams
- Flood embankments and pump
stations

2000
1652,8
851,8
196,8
205,8
154,9

2005
1715,8
863,3
291,8
335,3
108,5

2010
3565,2
1798,4
709,4
441,4
223,2

2011
3136,3
1308,5
414,2
546,1
374,9

2012
2787,9
1119,6
374,5
394,5
265,8

243,5

116,9

392,8

492,6

633,5

Source: based on the GUS data (2013, p. 400).

A water and sewage service enterprise realises modernisation and development
investments as well as investments connected with environmental protection with their
own means, with loans and credits as well as with subsidies and subventions granted by the
institutions possessing financial means for infrastructural and environmental investments.
A predominant source of financing investments in the area of environmental protection,
connected with water collection, treatment and supply, was an own contribution
constituting approximately 34% in 2012. Another source of finance were the means
obtained from the state’s budget (ca. 20%) as well as foreign means (23%) and
environmental funds (17%). Apart from domestic finance, investments were also co-funded
with the European Union means, particularly from the European Regional Development
Fund (Regional Operational Programmes) and the Cohesion Fund (Infrastructure and
Environment Operational Programme).
Thanks to the investments in the area of environmental protection since 1990, the
quality of water in Poland has been improving systematically. These investments and cofinanced with the means from the European Union and the National Fund for Environmental
Protection and Water Management. Water and sewage system investments allow not only
for a faster socio-economic development, but they also make it possible to fulfil the
requirements of Community directives important for the life and health of the people.

38

This project has received funding from the European Union’s Seventh Framework Programme
for research, technological development and demonstration under grant agreement no 266800

12. Institutions in the sector of collective water supply services
The changes in the sector of collective water supply accelerated considerably thanks to the
works of the European Commission both at the pre-accession stage and after May 1st,
2004, i.e. Poland’s accession to the Community. Directive 2000/60/EC of the European
Parliament and of the Council of 23 October 2000 established the framework for
Community action in the field of water policy25. The Water Framework Directive is a result of
long standing works of the European Union member states aiming at efficient protection of
water resources by the introduction of a uniform water policy, based on a clear, efficient
and coherent legislative framework. This Directive commits member states to use their
water resources in a rational manner and to protect these resources, following the
principle of sustainable development and using an adequate, repetitive planning cycle. A
superior goal of the Water Framework Directive is to obtain good condition of all waters by
the year 2015. This goal stems from introducing the principle of sustainable development to
politics, and it concerns: the satisfaction of the demand for water for people, farming and
industry, the promotion of balanced consumption of water, protection of waters and waterdependent ecosystems remaining in good condition, the improvement of the quality of
water and the condition of ecosystems spoilt by the human activity, the reduction of
underground water pollution, the reduction of the effects of floods and droughts. The
provisions of the Water Framework Directive introduce a system of planned water economy
divided into river basin areas. For the purpose of obtaining good condition of waters, water
management plans are devised for the river basin areas, including among all a summary of
harmonised activities accounted for in the national water and environmental programme.
The transposition of the provisions of the Water Framework Directive into the Polish
legislation took place mainly by means of an Act of 18 July 2001 on Water Law26 and its
executive acts. Furthermore, the Water Framework Directive is also transposed to: the Act

25
26

OJ L 327 of 22.12.2000, p. 1; OJ Polish special edition, ch. 15, vol. 5, p. 275 with amendments.
Journal of Laws of 2005 no. 239, item 2019, with amendments.
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of 27 April 2001 – Environmental protection law27, the Act of 7 June 2001 on collective water
supply and collective sewage discharge28 as well as their executive acts.
The development of the water and sewage system infrastructure has directly and
indirectly contributed to fulfilling the requirements stemming from the following EU
environmental directives: a) Council Directive of 4 May 1976 on pollution caused by certain
dangerous substances discharged into the aquatic environment of the Community
(76/464/EEC), b) Council Directive 91/271/ECC of 21 May 1991 concerning urban waste-water
treatment, c) Directive 2000/60/EC of the European Parliament and of the Council establishing a
framework for the Community action in the field of water policy. The provisions of the Treaty of

Accession commit Poland to reduce the biodegradable pollution by 2015. A programme
instrument aiming at coordinating and monitoring the activities in terms of the
construction, extension and modernisation of the system of canals and urban sewage
WUHDWPHQW SODQWV LV WKH 1DWLRQDO 3URJUDPPH RI 8UEDQ 6HZDJH 7UHDWPHQW .32Č.  $
ILQDQFLDO LQVWUXPHQW DOORZLQJ IRU WKH UHDOLVDWLRQ RI .32Č. DSDUW IURP WKH QDWLRQDO
environmental funds and own contributions, are the aid funds from the European Union
1)2ČL*:S 
The Minister of Finance directs the activities of the governmental administration
department of water economy and environment. The department of water economy deals
with such issues as: shaping, protecting and using the water resources in a rational
manner; maintaining inland surface waters constituting the property of the State Treasury
together with the technical infrastructure associated with these waters, including buildings
and water devices; building, modernising and maintaining inland waterways; fire protection,
including the construction, modernisation and maintenance of flood control water devices;
coordinating the undertakings aiming at guarding and protecting the state against floods,
functioning of the national hydrological and meteorological service, excluding the issues
concerning monitoring of the quality of underground waters, international cooperation of
border waters within the scope of the tasks belonging to the department.

27
28

Journal of Laws of 2008 no. 25, item 150 with amendments.
Journal of Laws of 2006 no. 123, item 858, with amendments.
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The tasks within the scope of the water economy are realised by the President of the
National Board of Water Economy (President of KZGW) – as a central administrative organ
supervised by the proper minister dealing with the water economy issues. The President of
KZGW performs the role of an organ superior, in the understanding of the Code of
administrative proceedings, to province marshals and regional directors of the boards of
water economy, and with regard to the issues specified in the Water Law Act. The tasks of
the KZGW include in particular: preparing the national water and environmental
programme, preparing draft projects of water management on the river basin areas;
negotiating the projects of conditions for using waters from the aquatic regions; keeping a
national water cadastre including the division into river basins areas; representing the
State Treasury in terms of the property associated with water economy specified by the
statute; programming, planning and supervising the realisation of the tasks associated with
the maintenance of water or water devices as well as investments in the water economy;
agreeing – in the part concerning the water economy – on the projects of priority
programme lists of the National Fund for Environmental Protection and Water
Management. In the strategic area, planning documents are drawn up in order to satisfy
reasonable water needs of the inhabitants and to ensure better flood protection in the
country. In the scope of the realisation of the programmes, there are the following goals:
finishing the IT system of country protection against extreme hazards (ISOK), harmonising
large projects with the Water Framework Directive (WFD) in the context of Article 42,
XSGDWH IRXU RI WKH 1DWLRQDO 3URJUDPPH RI 8UEDQ 6HZDJH 7UHDWPHQW .32Č.  ILQLVKLQJ
master plans on time, preparing tenders for Water Management Plans (PGW), Flood Risk
Management Plans (PZRP), National Sea Water Protection Programme (KPOWM) and plans
for counteracting the effects of droughts.
The National Fund for Environmental Protection and Water Management
VXEVHTXHQWO\ UHIHUUHG WR DV 1)2ČL*:  ZDV HVWDEOLVKHG DV D UHVXOW RI WKH SROLWLFDO DQG
economic transformation which took place in Poland in 1989. Acting as independent
HQWLWLHV 1)2ČL*: WRJHWKHU ZLWK SURYLQFLDO IXQGV IRU HQYLURQPHQWDO SURWHFWLRQ DQG ZDWHU
management constitute a system of finance for the environmental protection in Poland.
1)2ČL*:LVDVRXUFHRIILQDQFLQJVXSUDUHJLRQDOHQYLURQPHQWDOXQGHUWDNLQJVZKHUHDV
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provincial funds, which became legal entities in 1993, support the environmental protection
finance at a regional level.
The system of environmental funds operating on the basis of the Common Strategy
for the National Fund and provincial funds for environmental protection and water
management for the years 2013-2016, with a perspective until 2020, is an important
instrument for the realisation of the environmental protection policy in Poland. In the years
1989-2013, the National Fund concluded over 19 thou. agreements for subsidising projects,
paying out from the domestic means ca. 33.1 billion PLN for investments, the total value of
which exceeded 130 billion PLN. Also in this period, environmental undertakings were
subsidised with the amount of approximately 19.6 billion PLN from the EU means managed
E\WKH1DWLRQDO)XQG1)2ČL*:UXQVLWVRZQILQDQFLDOHFRQRP\ZRUNLQJRQWKHEDVLVRIWKH
Act on the Environmental Protection Law. Realising in practice the principle of “whoever
pollutes has to pay”, the National Fund is mainly supplied with the resources from: charges
and fines for taking advantage of the environment, service and concession charges, charges
resulting from the Energy Law and the act on the recycling of decommissioned vehicles,
income on the sale of granted units of emission of greenhouse gases and other sources.
1)2ČL*: HQVXUHV WKH XVH RI IRUHLJQ PHDQV DOORFDWHG IRU HQYLURQPHQWDO SURWHFWLRQ
including the means from the Cohesion Fund, the European Regional Development Fund, a
Financial Instrument LIFE+, Norwegian Financial Mechanism and the European Economic
Area Financial Mechanism. Thanks to the Green Investment Scheme (GIS) and the financial
means obtained by Poland from international transactions for the sale of rights to emit
FDUERQGLR[LGHJUDQWHGXQGHUWKH.LRWR3URWRFRO1)2ČL*:VXEVLGLVHVLQYHVWPHQWVZLWKLQ
the scope of climate protection and reduction in the emissions of greenhouse gasses.
The sector of collective water supply is also subjected to the regulations of the
President of the Office of Competition and Consumer Protection (President of UOKiK). This
person ensures the current monitoring of the activities performed by water and sewage
service enterprises, conducting relatively frequent proceedings in this sector with the aim
to eliminate the violations of the Act of 16 February 2007 on the protection of competition
and consumers (Journal of Laws no. 50, item 331 with amendments), both in terms of anticompetition practices and violation of collective interest of consumers.
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7KHǤ:RGRFLÇJL3ROVNLHǥ&KDPEHURI&RPPHUFHDFWVDVDQDGYLVRU\LQVWLWXWLRQLQWKH
sector of collective water supply in Poland. The Chamber is a member of the Polish
Chamber of Commerce with the main seat in Warsaw and the International Water
Association with the seat in London, the European federation of national associations of drinking
water suppliers and waste water services (EUREAU) with the seat in Brussels. Though its

representatives, the Chamber is very active in three EUREAU commissions: on drinking
water, on waste water and on economics. IGWP postulates the necessity of the government
to aid the gminas which realise water and sewage system investments. Furthermore, the
Chamber emphasises the need to verify the boarders of agglomerations. So far, the
process of establishing agglomerations has taken place without the participation of water
and sewage service enterprises, and many a time the areas do not fulfil the condition of
population density assumed at the level of 120 inhabitants per 1 km2. Consequently,
sewage and water networks are created on scarcely populated areas. IGWP also acts in
favour of strengthening the monitoring of conducted investments and improving the
process of reporting, i.e. the flow of information from all water and sewage service
enterprises and gminas’ departments to IGWP. IGWP also points out to the problem of
managing sewage sediments and the need to devise a national programme for the
management of sewage sediments.

13. Conclusions
The level of financialisation of the water sector in Poland is low, yet revealing a perspective
of a gradual growth in the future. It is a result of great fragmentation of water and sewage
service enterprises and a key role that the local authorities, i.e. gminas, play in this sector.
Gminas play the role of both the owners or majority shareholders of these enterprises and
regulators of the water and sewage service sector (role of the council of gmina). The
necessity of further infrastructural investments (water and sewage networks), with a
growing debt incurred by gminas (some gminas have even reached a point beyond which
they cannot incur any new debts) and the fragmentation of housing construction in the
towns located around large cities, entails a further growth in the prices of and charges for
water and sewage services. Such conditions will facilitate greater involvement of banks in
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the financing of infrastructural investments, and the process of ownership transformations
in the sector. There may occur an incentive to lower the participation of gminas in limited
companies in favour of a growth in the participation of private entities. Nonetheless, the
main requirement for engaging private entities is a large number of the potential recipients
of services. In fact, in smaller towns and suburban areas, this process has already taken
place. In smaller towns and villages, the requirement of ownership transformations in this
sector is the consolidation of the sector. However, one has to bear in mind that the water
and sewage sector also plays an important role in local politics, which will inhibit the
process of ownership transformations in favour of increasing the participation of
investment finance with bank loans. On the other hand, growing involvement of
international consulting companies in the water sector in Poland may accelerate this
process.
In the years 1989 – 2013 huge progress was made in terms of the water and sewage
system infrastructure in Poland. Such progress was possible thanks to subsidising the
realisation of infrastructural investments under the EU pre-accession and post-accession
(after May 1st, 2004) programmes, with considerable support from gminas, central
authorities (the Ministry of the Environment, the National Board of Water Economy) and the
National Fund for Environmental Protection and Water Management.
The responsibility for the water system, including the collective supply of water and
collective discharge of sewage, is held by gminas and is their own task under the urban
economy. Gminas, the number of which is 2479 in Poland, commission water and sewage
service enterprises to perform these tasks. Such enterprises, characterised by a very
diluted structure, play a monopolistic role in a given gmina or a few gminas altogether. Of
key importance in this sector is the process of establishing tariffs for collective water
supply and collective sewage discharge. The manner of validating the tariffs by gminas is,
however, rather questionable due to a dual role of the gmina – it acts as the owner of the
water and sewage service enterprise and as a regulator (validating tariffs).
The total price of water supply in Poland varies to a large degree, compared to the
prices of electricity or gas supply. It comes as a result of geographical and geological
conditions in particular gminas as well as a large scale of proecological investments.
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Furthermore, the prices of water constitute a crucial political factor used in the fight for
votes in the local government elections.
The sector of water and sewage network services in Poland is characterised by
generally low profitability, with maintained financial liquidity. Enterprises finance their
activities primarily with their own capital. Foreign capital is mainly the means obtained
from the European Union funds, with a relatively low share of commercial loans. Thus, the
role of the financial system in the sector of collective water services is marginal. The
perspective of increasing the role of the system in the sector will entail the process of
proper privatisation. Privatisation, in turn, will not be possible due to great dispersion of
water and sewage service enterprises. On the other hand, the process of consolidation is
quite difficult due to the process of validating tariffs in particular gminas (when a water and
sewage service enterprise operates in a few gminas, it has to conduct the process of
validating tariffs in each of the gminas separately). It seems that the discussion, which has
been taking place for a few years, over the implementation of a central regulator in the
sector of validating tariffs, excluding gminas from the process, will lead to the consolidation
of the sector, which – in turn – will lead to the process of privatisation and much greater
participation of foreign capital in financing infrastructural investments.
It shall be stressed that the main reason for implementing a central regulator is the
necessity to obtain full, systematic, reliable and current information about the sector of
water and sewage system services. Providing local communities with such information
should force water and sewage service enterprises to act, since they hold a monopolistic
position on local markets, and their owner is a gmina represented by the councillors
elected by these communities.
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