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RESEARCH ARTICLE

Boldly boring: public banks and public water in the Nordic 
region
Petri S. Juuti a, Riikka P. Juuti b and David A. McDonald c

aDevelopment of Water Services and Municipal Infrastructure, Tampere University, Tampere, Finland; bBuilt 
Environment, Tampere University, Tampere, Finland; cGlobal Development Studies, Municipal Services 
Project, Queen’s University, Kingston, ON, Canada

ABSTRACT
Public banks in Finland, Sweden, Norway and Denmark have played 
a critical role in financing the costs of public water services in the 
Nordic region for over a century. A pooled banking model, collec-
tively owned and operated by municipal and/or national govern-
ments, has allowed public water operators to obtain financing at 
the lowest possible rates, improving services and protecting their 
public status. It is not without its challenges, including threats of 
privatization and commercialization of public water operators and 
public banks, but this Nordic model has much to offer global 
debates about public financing of public water services.
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Introduction

‘May you live in interesting times’ is a meaningful, albeit apocryphal ‘Chinese proverb’, 
particularly when it comes to water services and public finance. Water-related disasters 
can make for interesting news, but most of us would prefer to avoid them, satisfied in the 
(uninteresting) knowledge that our water and sanitation networks are safe and reliable. 
The same applies to public finances. Bank collapses are the subject of breathless media 
coverage, but they can devastate people’s lives.

Our reference to public banks1 and public water operators in the Nordic region as 
‘boring’ in the title of this article is therefore intended as a compliment. This is not to say 
that public banks and public water operators in Finland, Sweden, Norway and Denmark are 
dull or overly cautious. They are in fact fascinating institutions with much to teach us about 
how we might better use public monies to fund public water (having provided cheap and 
reliable financing for safe and affordable public water services for more than 120 years). In 
a world where private finance continues to disrupt, commodify and financialize every facet 
of our lives, Nordic public banks and their public water counterparts have demonstrated 
the potential for bold public financial interventions that resist these corrosive trends 
(Ahlers & Merme, 2016; Almeida & Hungaro, 2021; Grafe, 2020; Loftus et al., 2019).

Nordic countries have created a virtuous loop of public financing where municipalities 
collectively own and manage a public bank which then provides them with the funding 
they need for their public services, backstopped by their national governments. With 
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shared ownership and governance, small and large municipalities have access to afford-
able credit to help finance their water and sanitation services (WSS). The task of the 
public bank is to coordinate the raising of capital and to allocate lending to municipal 
water and sanitation providers (typically on terms that private banks are unable to 
compete with). Testament to the effectiveness of this system is universal coverage of high- 
quality and affordable public water and sanitation in the region, as well as the fact that 
there has not been a single loan default since these public banks first began operating in 
1899.

But lest the situation seem too good to be true we conclude our paper with 
a discussion of three challenges that public banks and public water operators in the 
region face in the future. The first relates to the long-term sustainability and afford-
ability of water supplies and how this could be affected by economic growth and 
demographic diversity. The second is a network of ageing infrastructure requiring 
massive investments that individual municipalities seem unwilling or unable to make 
on their own, raising questions about the need for better coordination of WSS 
spending at the national level. Finally, the legendary Nordic commitment to public 
ownership of essential services such as water and sanitation is not impervious to the 
threats of privatization or the commercializing tendencies of corporatized public 
utilities, with additional confusion around the role that public banks are allowed to 
play in financing public water.

There is also the question of whether the Nordic model can be replicated in other parts 
of the world given the distinct socio-economic and political conditions of the region. We 
nevertheless hope to illustrate the potential for learning from the Nordic public banking 
framework by highlighting positive elements of their water–finance nexus and discussing 
how some of these political and institutional features might be reproduced elsewhere.

Research for this paper consisted of extensive reviews of primary and secondary 
literature on public banks and public water operators in the region, complemented by 
interviews with nine senior managers from public banks and public water operators in 
Finland, Norway, Sweden and Denmark (see Appendix A).

Nordic public water

As with many countries in the world, ‘modern’ water services in the Nordic region began 
as private enterprises but were quickly municipalized due to concerns ranging from 
public health to the private control of critical resources (Helgertz & Önnerfors, 2019; 
Juuti & Katko, 2005). In Finland, for example, the first urban water and sewerage system 
was established in Helsinki in 1876 as a private concession (the only one in Finnish 
history), but quickly shifted to municipal ownership a few years later (Katko, 2016, p. 44).

Today, virtually all WSS in the Nordic region are publicly owned and operated.2 The 
vast majority are owned by municipalities, with a small but important proportion being 
owned and operated by community cooperatives, notably in Finland and Denmark. This 
tradition of water cooperatives is a ‘special feature of Finland’s water management’ in 
particular, with more than 1400 organizations representing about 10% of the population 
(Katko, 2016, pp. 44, 131). It is also worth noting that knowledge-sharing and networking 
on WSS in the region is strong and long-established – beginning as early as 1866 – 
reinforcing the notion of a pan-Nordic public water model (Katko, 2016, p. 53).
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This public nature of WSS is supported by legislation. In Denmark, for example, 
municipalities are legally obligated to own and operate WSS (in some rural areas water 
supply can be owned by an association of private households but these water ‘companies’ 
are under supervision of the municipality with regards to water quality and supply 
(interview 8)). In Finland, municipalities can decide if they want private participation 
in water services, but municipal governments must retain some degree of ownership and 
control (as outlined in the Water Act 587/2011). The private sector has been involved in 
planning and construction, and also supplying goods and services to WSS operators, but 
long-term contracts for operation have been rare (Katko, 2016, pp. 210–212). In Sweden, 
water supply and sewage disposal are by law a municipal responsibility under the Public 
Water and Wastewater Plant Act (McConville et al., 2017), with similar legislation in 
Norway (Government of Norway, 2012).

So too is there broad public support for publicly owned and operated WSS in the 
region amongst citizens and a broad cross section of political parties (Pérard, 2009; 
Hukka & Vinnari, 2007; Kimberley & Bieler, 2021). This public backing creates a self- 
reinforcing loop, with successful public water services begetting further public support. 
In all four of these Nordic countries WSS operate at exceptionally high standards on 
virtually every key performance indicator: access to water services is universal and 
affordable (in Finland it is mandated that ‘everybody should have access to water services 
[and] if a citizen is unable to pay for the services, the social security system foots the bill’; 
Katko, 2016, p. 153); water services are generally reliable and water quality is high 
(though not without problems in the past) (Katko, 2016, p. 148);3 and unaccounted for 
water losses are relatively low and water operations are financially efficient (Rajala et al., 
2019, pp. 149–154).

Water operators are also respected professionals, stemming in part from high levels of 
vocational and tertiary training in the sector and extensive localized research on WSS. 
Front line staff and managers take pride in the work they do and engage in a significant 
amount of public education and outreach, even publishing books in connection with 
their utility’s anniversaries (Katko, 2016, p. 155).

It should also be noted that water operators in the region are all ‘corporatized’, by 
which we mean they are owned by the municipality in which they are located, but have 
separate legal status and some degree of financial and managerial autonomy from elected 
officials and other municipal entities (McDonald, 2016a). This form of ringfencing is 
common with water services throughout the world but it is legislatively mandated in the 
Nordic region (Torsteinson, 2019; Berge & Torsteinsen, 2021).

There are two primary reasons for this corporatization directive. The first is to provide 
a degree of independence on the part of professional utility managers, allowing them to 
make day-to-day decisions about operations without political interference (although 
major policy decisions must be approved or initiated by elected officials). The second 
is to create stand-alone revenue and expense accounts that are separate from general 
municipal finances with the aim of creating full transparency on operating costs 
(Andrews et al., 2020; Bel et al., 2021). As Katko (2016, p. 133) notes with regards to 
Finnish water operators, ‘The aim has been to improve financial transparency, promote 
long-term economic planning, and improve operational efficiency.’

WATER INTERNATIONAL 793



(Almost) covering their costs

As a result of their corporatized status, water operators in the region are required to cover 
their own operating costs via user fees (i.e., fixed and volumetric charges paid by end users 
for the consumption of WSS) and are generally barred from using general municipal 
taxes to cover their operating expenditures (interviews 2, 7 and 9). Expectations for 
capital expenditures vary, however. In Finland, the Water Services Act ‘requires charges 
for services to be such that it is possible to cover both [operating] costs and [capital] 
investments in the long term’ (Katko, 2016, pp. 133, 141). In Sweden, surplus from user 
fees can be directed towards capital investments, but this is limited to depreciation costs 
and borrowing costs (interview 9). In Norway user fees cannot be applied towards capital 
costs; while in Denmark, capital expenditures can only be financing by borrowing.

In practice, however, there is much ambiguity as to what these cost recovery laws 
mean, particularly when it comes to long-term infrastructure investments. In Finland, 
for example, water operators are allowed to make a ‘reasonable profit’ on the fees they 
charge in an effort to cover capital expenses, but the legislation does not adequately 
explain what is meant by ‘reasonable’ (interview 1). And since Finnish water opera-
tors are reluctant to raise prices to the levels required for adequate capital expendi-
tures most are unable to ‘fully cover their economic costs, let alone take into account 
future replacement and rehabilitation’ (Katko, 2016, pp. 133, 140). Cost recovery 
legislation in Sweden is also unclear, resulting in a situation where most water 
operators are unable to consider the full cost of future replacement and new invest-
ments, creating chronic underfunding in WSS infrastructure (interview 9). In 
Norway, legislation requires municipalities to follow the principle of cost recovery 
on both operating and capital costs, but since ‘fees cannot exceed the necessary costs’ 
incurred in these sectors the actual charges tend to be much lower than what is 
required to finance long-term infrastructure investments, creating major funding gaps 
(EDMS, 2007, p. 15-2). Denmark, which has one of the most comprehensive volu-
metric cost recovery policies in Europe (European Environment Agency (EEA), 
2013), also struggles to raise sufficient funds for capital investments through tariffs 
(DANVA, 2019).

As a result, end-user charges for WSS in the Nordic region are inadequate for the long- 
term financing needs of public water operators, with the vast majority of capital expen-
ditures coming from long-term borrowing. The good news is that this borrowing is 
relatively cheap and easy to obtain, with water operators or their municipal owners 
seemingly able to access whatever level of funds they require. The process is slightly 
different in each country, but WSS managers simply determine their financing needs and 
submit these requests to a lending institution (in Denmark this is done directly by water 
operators, while in the other three countries borrowing requests are made by the 
municipalities, which bundle WSS financing together with all other municipal financing 
requirements).

As we shall see, the vast majority of this borrowing is done through public banks, but 
most municipalities in the region also have the option of seeking funds from private 
financial institutions. In fact, Norwegian municipalities are obliged by public procure-
ment laws to obtain comparative quotes from public and private banks, with Norway’s 
Kommunalbanken also recommending that municipalities seek multiple quotes ‘to 
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ensure that public money is spent in an efficient way’ (interview 6). In Denmark, water 
operators have the option of seeking funds from public or private banks, but private 
banks typically refrain from bidding on a loan if they know that KommuneKredit is 
involved because it is difficult for them to compete given the public bank’s high credit 
rating and long history of engagement in the WSS sector (interview 7). In Finland, it is 
common practice for municipalities to seek quotes from several banks (including 
MuniFin), but this is not required legislatively (interviews 1 and 3). In Sweden, 
Kommuninvest ‘facilitates the comparison of its quotes with those of other lenders 
[but] it is a well-known fact that the interest rates offered by Kommuninvest are normally 
markedly lower than the rates that most municipalities can get from commercial banks’ 
(interview 5).

Nordic municipal public banks

Public banking has a long history in the Nordic region, particularly for municipal 
borrowing activities (Schmit et al., 2011). The four banks reviewed in this paper are 
KommuneKredit in Denmark (founded in 1899), Kommunalbanken in Norway (1927), 
Kommuninvest in Sweden (1986) and MuniFin in Finland (1989) (see Table 1). They can 
all be described as ‘municipal credit institutions’ that specialize in providing financial 
services to municipalities (Schmit et al., 2011, p. 8). Kommuninvest and KommuneKredit 
are collectively owned by the municipalities in their countries, while Norway’s 
Kommunalbanken is fully owned by the national government. Finland’s MuniFin is 
a hybrid model (53% owned by all the municipalities in the country, 16% by national 
government and 31% by Keva, Finland’s local government pension fund).

Table 1. Key statistics for the Nordic municipal public banks.
MuniFin  
(Finland)

Kommunalbanken 
(Norway)

Kommuninvest 
(Sweden)

KommunKredit 
(Denmark)

Year created 1989 1927 1986 1899
Ownership  

structure
53% municipalities,  
16% national government,  
31% local government 

pension fund

National government All municipalities 
in the country

All municipalities 
in the country   

Total assets, 2020  
(€ billions)

44.0 47.1 51.2 31.4  

Credit ratings, 2020 Standard & Poor’s (AA+) 
Moody’s (Aa1)

Standard & Poor’s 
(AAA) 

Moody’s (AAA)

Standard & Poor’s 
(AAA) 

Moody’s (Aaa)

Standard & Poor’s 
(AAA) 

Moody’s (Aaa)  

Total lending/ 
leasing portfolio, 
2020 (€ billions)

28.0 30.1 43.0 25.8   

Total green 
financing 
portfolio, 2020 (€ 
billions)

1.8 3.9 7.3 2.9

Sources: Kommunalbanken (2020), Kommuninvest (2020), KommuneKredit (2020), MuniFin (2020).
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Ownership structures aside, all four banks operate in essentially the same manner, 
raising funds on international capital markets and lending this on to member munici-
palities. It is therefore a pooled banking model, with a central institution acting as 
a knowledgeable financial mediator for all the municipalities in their respective countries.

There are multiple benefits to this pooled structure. First, by combining resources 
within a single entity, municipalities can ‘attain the “critical mass” required to bring 
attractive market financing within reach’ (Schmit et al., 2011, p. 87). This is particularly 
important for small and rural municipalities that might otherwise struggle to access 
affordable credit. Second, because risks are shared equally by every member (by dint of 
ownership as well as legislation) there is peer pressure between municipalities to be 
responsible borrowers. Third, because municipalities are prohibited by law from going 
bankrupt, and because they have the implicit or explicit financial backing of their 
national governments, credit ratings for the municipal banks’ are remarkably strong 
(effectively mirroring that of their national state) (Kommunalbanken, 2020; 
KommuneKredit, 2020; Kommuninvest, 2020; MuniFin, 2020; Schmit et al., 2011). 
And finally, because management is centralized within a single institution, with 
a single type of well-established client, the banks are notably efficient in their operations, 
further lowering lending costs.

Given these characteristics, all four Nordic municipal public banks are effectively seen 
as ‘zero risk’ institutions, and as a result are able to easily raise capital on international 
credit markets at the cheapest possible rates for their member municipalities (although it 
must be kept in mind that a similar banking model in a country with lower national 
credit scores would not benefit from the same high credit ratings). The fact that these 
Nordic banks have not experienced a single loan default in more than 120 years of 
operations serves to back up this reputation, essentially allowing them to raise as much 
money as they want (interviews 1 and 5–8).

Accessing these funds on the part of municipalities is equally stress free. In Norway, 
Sweden and Finland, municipal authorities simply submit requests to their respective 
public bank for general financing needs (including water services). As long as the 
municipality is not in arrears, they are granted the loan, with relatively little information 
required from the municipalities as to how the financing will be allocated. According to 
Kommuninvest (2020, p. 12):

our lending is not tied to any specific purpose and, in accordance with the Swedish principle 
of local self-government, borrowers need not account for how the money will be used. Since 
we have usually known our members well for many years, we generally have a good 
knowledge of their financial situation. Kommuninvest performs regular checks to determine 
customers’ credit capacity and, in connection with each lending decision a check is made to 
ascertain whether the loan to be granted is in line with the customer’s credit capacity. 
Together we find a solution that both meets the needs of the borrower and takes into 
account the combined loan debt of the Society’s members.

One potential downside of this model is that public banks in these three countries are 
not experts on any particular type of public service or infrastructure, including water and 
sanitation. Most cannot even say with certainty how much of their lending goes towards 
WSS, with only rough estimates of how loans are allocated within municipalities (with 
water and sanitation making up approximately 15–25% of their portfolios according to 
our interviewees). The real service and infrastructure expertise resides in the 
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municipalities themselves. The lending system works because the banks trust the muni-
cipalities to make the right financing choices, due in part to their long-standing working 
relationships and lived experiences. Peer expectations amongst member municipalities 
help to bolster this trust because no municipality wants to put other municipalities at risk 
if they default on their loan.

Denmark’s situation is slightly different insofar as municipally owned water operators 
borrow directly from KommuneKredit, negotiating their own loans. As a result, 
KommuneKredit has stronger direct knowledge of their WSS portfolio than the other 
Nordic banks, with a more precise sense of lending allocations (6% for water supply and 
7% for wastewater in 2020) (interviews 7 and 8). Nevertheless, the borrowing process in 
Denmark is also relatively stress-free for water operators given the explicit guarantees of 
municipal and national governments for the public water utilities that are borrowing the 
money, as well as the long history of institutional linkages and reciprocal trust with 
KommuneKredit.

It should come as little surprise, then, to learn that Nordic public banks hold a major 
share of the municipal financing market in their respective countries. Even where munici-
palities or water operators have the option of borrowing from private banks, public banks 
dominate because private banks often cannot compete with their lending terms or their 
long history of engagement in the municipal sector. As a result, Kommuninvest (2020, 
p. 15) holds about 58% of the municipal lending market in Sweden and Kommunalbanken 
(2020, p. 3) has about 47% of the market in Norway. These market shares also appear to be 
growing, with Kommuninvest’s (2020, p. 12) portion of the local government sector’s 
funding having ‘risen sharply’ since the 2008–09 financial crisis. In Denmark, 
KommuneKredit essentially controls 100% of the lending to water operators (largely 
because private banks are unable to compete with their lending terms and institutional 
linkages). MuniFin does not publicly disclose its share of the Finnish municipal lending 
market but indicated that it is ‘aligned with our Nordic peers’ (interview 1).

There are also cases of public banks jointly funding WSS projects with other public 
banks, with municipalities sometimes accessing capital from their national public bank 
and/or a multilateral financial institution (typically the European Investment Bank or the 
Nordic Investment Bank). This is not a common practice, according to our interviewees, 
but the municipal public banks have no objection in principle to this type of multilateral 
collaboration.

All this lending activity has made the Nordic public banks some of the largest and 
most important financial organizations in their respective countries. Assessed by asset 
holdings in 2020 (and excluding foreign multinational private banks), Kommunalbanken 
is the second largest financial institution in Norway, MuniFin is the third largest in 
Finland, Kommuninvest is the sixth largest in Sweden and KommunKredit is the third 
largest in Denmark (interviews 1 and 5–8). These institutions are also sizeable compared 
with other European public banks, ranking in the top 30 of the more than 180 public 
banks in the European Union (although tiny when compared with the largest public 
banks in the world, such as China’s state-owned behemoths which cumulatively hold 
close to US$15 trillion in assets) (Orbis, 2020).

And yet, despite their size and significance most people in the region appear to be 
unaware of the activities of these banks. According to David Ljung of Kommuninvest 
in Sweden, ‘Nobody really knows who we are. Only a very small part of the Swedish 
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public are aware of Kommuninvest and what we do’ (interview 5). Similar comments 
were made by interviewees in the other three countries. Perhaps this is the price of 
being ‘boring’.

Exporting the Nordic model?

Can this Nordic model of public banking be reproduced elsewhere? Yes and no. Yes, by 
virtue of the fact that practically every country in the world has a network of munici-
palities responsible for WSS. If the political will exists, there is no reason some version of 
the Nordic public banking model could not be recreated elsewhere (as it already exists in 
countries such as France, Turkey, the Netherlands and Germany) (Butzbach & Spronk, 
Forthcoming, in this issue; Güngen, Forthcoming, in this issue; Schwartz & Marois, 2022, 
in this issue). But institutional capacity and political commitment to public financing are 
not built overnight. Expertise in municipal finance must be combined with 
a commitment to public service networking, founded on a strong web of institutional 
interfaces and trusted lines of communication. Robust due diligence and clear legislative 
guidelines on municipal spending are also required, as are professional and transparent 
utilities committed to affordable and universal WSS. Financial backstopping from 
national government is also critical, as is simplicity of purpose (the Nordic public 
banks only have one type of client and no retail operations). Finally, strong political 
backing for public services helps bolster support for (if not public awareness of) the 
benefits of public financing. In other words, the creation of effective and progressive 
municipal public banks is dependent on a combination of political, economic, legislative 
and institutional factors, making their reproduction a multifaceted challenge (for 
a comparable discussion of the public banking system in Germany, see Cassell, 2021).

Admittedly, Nordic countries are notable (though not unique) in this combination 
of characteristics, but there are concrete lessons to be drawn from the Nordic public 
banking model that can be applied elsewhere, particularly as they relate to the financing 
of public water. The first is the benefit of pooled risk. Having a single financial 
institution raising capital for all municipalities within a country (or region) can reduce 
costs, attract financing, promote equitable access, advance institutional memory, 
develop expertise, and encourage peer support and monitoring. Second, state guaran-
tees on loans can lower borrowing costs. Third, a clear division of labour (banks raise 
money and municipalities decide how to spend it) can develop trust between different 
public institutions. Finally, a strong sense of public purpose can help to establish public 
banks as part of the broader public sphere, enhancing communication across what can 
otherwise be very disparate silos of public activity. The officials we interviewed see their 
banks as public agencies working for the public good, committed to the principle of 
financing publicly owned and publicly managed water utilities. The fact that the Nordic 
banks have long-standing working relationships amongst themselves for knowledge 
sharing and technical assistance further helps to expand this public footprint, as does 
their membership in the larger European Association of Public Banks (EAPB), of which 
they are all active participants.4

There are two additional features of the Nordic bank model that deserve highlighting. 
The first relates to their transparency. Financial institutions can be exceptionally opaque 
and impenetrable institutions (whether public or private) (Flannery et al., 2013; Howe & 
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Stephen Haggard, 2012). Our experience with the Nordic public banks for this research 
was quite the opposite. A simple email introduction from the EAPB garnered a fast and 
welcome response from a representative at MuniFin, who then provided additional and 
equally engaging connections with officials at their counterparts in the region. All inter-
viewees were generous with their time and expressed a sincere interest in the study. The 
annual reports of the Nordic banks are also readily available online and relatively 
accessible for non-experts, providing detailed information on successes and failures.

The Nordic banks also have a complex system of checks and balances in their 
organizational structure as well as diverse representation at all layers of governance 
and operation, including political parties, unions, and a strong mix of age and gender 
(although visible minorities are notably absent from the ranks of senior management). 
The banks also see themselves as models of sustainable living in their own right, with 
Kommuninvest (2020, p. 22), for example, noting that ‘We are working actively with the 
health concept Sustainable Daily Life, seeking to promote a healthy lifestyle, with 
a balance between work, leisure and parenting.

A second noteworthy feature is the Nordic banks’ commitment to ‘green finance’, which 
they broadly define as funding which ‘promotes investments that combat climate change 
and are sustainable for the environment’ (to borrow MuniFin’s, 2020, p. 5, phrasing). It is 
beyond the scope of this paper to discuss these policies in detail, but the Nordic banks 
appear to have avoided the most pointed accusations of ‘greenwashing’ that have under-
mined the credibility of many other green financing initiatives (public and private) (Jones 
et al., 2020; Talbot, 2017), and they have some of the earliest and most developed sustain-
able lending policies, with socially credible roots in Nordic society (Marois, 2021). This is 
due in part to the relatively small green portfolios of the banks (less than 10% of their long- 
term lending in 2020), but also the careful and cautious approach they have taken in rolling 
out their green financing programmes, with many having begun on a small scale in 2015. 
Most importantly, virtually all green financing is going towards obvious green projects such 
as improving sanitation, retrofitting municipal buildings, or expanding electrified public 
transportation systems, much of which is highly visible and easily certifiable.

The banks have also indicated that they intend to expand their green financing 
initiatives, with most making a commitment to ‘mainstreaming’ green lending. 
KommuneKredit (2020, p. 22), for example, sees ‘green funding as a strategic priority 
in our Strategy 2025 in which we aim to integrate sustainability in all parts of our business 
model’. For Kommunalbanken (2020, p. 8), green financing is ‘a central pillar in our 
long-term work on corporate social responsibility and sustainability’, with a ‘significant 
proportion’ of their lending growth in 2020 coming from green loans. They plan to ‘have 
the market’s best green loan products and be one of the leading players in the area of 
green finance’ (p. 7). MuniFin, for its part, aims to make green and social financing 20% 
of its long-term lending portfolio by 2024 (MuniFin, 2020, p. 38).

Some of the Nordic banks also offer a discount on green lending to encourage green 
investment, making them ‘internationally exceptional’ in this regard (MuniFin, 2019, 
p. 8). MuniFin’s markdown is determined by how green the project is, with projects 
assessed as ‘light/medium/darker green’, qualifying for progressively larger margin dis-
counts (Nassiry, 2018, p. 11).

WATER INTERNATIONAL 799



The banks see their green lending objectives as part and parcel of their national 
governments’ plans to decarbonize and clean their economies, with Nordic states having 
some of the most aggressive sustainability goals in the world (Joas & Hermanson, 2019). 
For Kommuninvest (2020, p. 12):

if the investment for which a municipality or region is borrowing money is compatible with 
Sweden’s environmental objectives or those of the region and contributes to a more 
resource-efficient and climate-resistant society, the borrower has the opportunity to apply 
for a Green Loan.

KommuneKredit (2020, 7) notes that they ‘support the green transition ambitions of 
the Danish local governments by providing funding at the lowest possible cost’.

The Nordic public banks also provide clear (and publicly accessible) guidelines on 
how they make their green lending decisions, developed by their own ‘green bond 
committees’, often involving external advisors and developed in consultation with ‘an 
independent evaluation team of environmental experts’ (MuniFin, 2020, p. 39). The 
banks adhere to international green financing models, such as the Green Bond 
Principles of the International Capital Markets Association (KommuneKredit, 2020, 
p. 24). Post facto third-party verification of environmental outcomes serve as a check 
on investment decisions, which are also provided in their annual reports and 
sustainable impact reports, including such details as CO2 emission reductions related 
to green projects. MuniFin, for example, uses CICERO (a third-party evaluator of 
green bonds) rankings on their performance, in cooperation with the Stockholm 
Environment Institute (MuniFin, 2019, p. 8).

Finally, the Nordic banks work with other regional and international organizations to 
develop green financing guidelines, such as their participation in the European 
Commission’s consultations on the EU Green Bond Standard and the EU Taxonomy 
(MuniFin, 2020, p. 8) and their involvement in the Nordic Position Paper on Green 
Bonds Impact Reporting (Kommuninvest, 2020, p. 19). Direct collaboration and 
exchange of ideas amongst the Nordic public banks around green financing is also 
common (as well as what would appear to be friendly competition between them as to 
which bank is ‘greenest’).

It is easy, of course, to make green claims on paper, and with so many competing 
third-party definitions of what constitutes meaningful green finance it is difficult to 
know for sure how effective any particular bank’s policies have been (Berrou et al., 
2019). Nevertheless, the Nordic public banks have won numerous green financing 
awards (such as MuniFin’s Green Bond of the Year award from Environmental 
Finance in 2022)5, and taken at face value their goals and methods are notably 
transparent, all of which have made them particularly attractive to investors seeking 
defensible green investments (demonstrated in part by the enormous demand for these 
bonds in an already crowded market, such as MuniFin’s 10-year €500 million green 
bonds issued in late 2020 which were oversubscribed by 700% within two hours of their 
release; MuniFin, 2020, p. 18).

One of the interesting side-effects of this green financing is that it has forced the banks 
to become more aware of the sectors they lend to, partly because most green loans must 
be applied for directly by the utility or municipality, with a detailed description of what 
the funds will be used for (unlike the general loan procedures outlined earlier). Several of 
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our interviewees noted that their bank has begun to develop more expertise in their 
portfolios as a result, notably in energy (where the bulk of green financing has been 
funnelled), but also in water and sanitation (which ranges from 5.6% of green financing at 
MuniFin (2019, p. 6) to 31% at Kommuninvest (interview 5)).

Challenges for the future

Despite their successes, Nordic public banks face significant challenges when it comes to their 
long-term funding of WSS, three of which are highlighted here. The first relates to the 
sustainability and quality of water supplies. All four countries have enough surface and 
ground water for current rates of consumption, but these will be affected by climate change as 
well as population and economic growth. The impacts of climate change are not fully 
understood but could pose a risk to water reliability, and water quality, with significant 
financial implications for infrastructure (Fletcher et al., 2019; Hallema et al., 2018; Skaland 
et al., 2022). A growing and more diverse population will also put pressure on water supplies 
and systems, and although per capital residential water consumption has decreased in the 
region over the past decade due to better technology, water metering and public education, it 
is not clear that this can be sustained (Katko, 2016, pp. 68–71), particularly with regards to 
affordability in lower-income and marginalized neighbourhoods as pressures for higher 
levels of cost recovery mount.

Industrial and commercial growth will also be a challenge, with economic expansion 
underpinning much of the region’s post-Covid recovery strategies (although widespread 
calls for a ‘green transition’ may temper some of the environmental impacts). A robust 
economy underpins access to international credit markets on the part of public banks, 
but it also runs the risk of threatening the carrying capacity of the region’s water 
ecosystems, creating a potentially irresolvable growth paradox at the heart of the 
Nordic public water financing model.

A second major challenge will be the costs of replacing ageing infrastructure. The bulk 
of Nordic WSS infrastructure was constructed in the mid-20th century during rapid 
urban growth and is in dire need of replacement and repair (Rajala et al., 2019). Katko 
(2016, pp. 142–146) considers this to be the biggest single challenge for water operators in 
Finland, and points to a number of technical and political reasons for lack of adequate 
investment to date, including ‘non-viable water services pricing’ (i.e., prices that are too 
low to cover capital costs) and a significant decrease in central government funding for 
WSS since the early 2000s.

Similar dynamics have unfolded in Sweden. Swedish Water has calculated that, on 
average, water operators in the country would need to double their tariff rates to meet the 
capital expenditures required over the next 20 years. They advocate for a ‘national 
dialogue’ on the topic, with a focus on equalization payments to deal with ‘large and 
increasing regional differences’ and better mechanisms for inter-municipal cooperation 
across watershed boundaries (interview 9).

Ironically, access to money is not the problem. All the banks interviewed for this 
research indicated that they could raise as much capital as they want for WSS infra-
structure in international markets, particularly if there is a green component to the 
project. But without a coordinated effort to address infrastructure gaps at the national 
level it will be difficult to convince individual municipalities (and local politicians seeking 
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re-election) to take on the additional debt loads required, particularly with competing 
infrastructure needs in ‘sexier’ and more visible areas such as renewable energy and 
transportation. Water and sanitation, by contrast, is largely buried (literally and figura-
tively) below the surface, away from the public gaze. Slow decay below ground is less 
likely to attract the same degree of political urgency and attention as more visible projects 
such as windmills and electric buses. And with public banks acting largely as financial 
mediators – with little or no expertise in the WSS sector – it is unclear where the impetus 
for such funding will come from other than at a national (and even regional) level. In 
other words, the municipal orientation of Nordic public banks will require more national 
processes if long-term investments are to be made at scale.

But even with increased borrowing there are concerns that more money creates 
additional problems down the road. As the Danish Water and Waste Water 
Association (DANVA, 2019, p. 8) notes with regards to that country’s tenfold increase 
in debt on the part of public water operators over the past decade (Figure 1):

increased loans rather than cash (by tariffs) financed investments will reduce the price in the 
short term and give water consumers cheaper prices in the first few years. However, this will 
also mean that the price, which includes compound interest, is passed on to the next 
generation.

In other words, borrowing money is not a panacea for municipal water operators who 
will struggle to pay this debt down in the future without significant financial assistance 
from higher levels of government.

A third challenge that Nordic public banks and public water operators face is the 
ongoing threat of privatization. Support for public ownership of WSS is strong in the 
region, but all the countries discussed in this paper are generally market-friendly, and 
privatization has taken place in other essential services (such as electricity in Denmark, 
social services in Sweden, and public broadcasting in Finland) (Ratinen & Lund, 2012; 
Stolt et al., 2011). The peak of water privatization in the EU may be over, but local and 
transnational capital are constantly seeking new investment opportunities (particularly 
in subsectors such as water recycling and desalination) and various European agencies 
continue to try to pry open the WSS sector to further private sector engagement (such as 
European multilateral bank lending that can include water privatization conditionalities) 
(Cassell, 2021; Clifton et al., 2014). Contemporary advocates of privatization in the region 
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Figure 1. Outstanding debt on loans to Danish water operators (€ billions). Source: DANVA (2019, p. 8).
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point to the ‘profitable investment opportunities’ in countries such as Finland, noting 
that ‘previous public sector divestments’ have been ‘extraordinarily profitable for inves-
tors’ (Halinoja, 2018, n.p.).

There is also something of a double-standard when it comes to public water in the 
region. As Hall (2004, p. 2) has argued, Nordic countries ‘are famous for their strong 
welfare state and public services [at home but] the agencies responsible for aid to 
developing countries are financing and supporting programmes that are promoting 
water privatization’ elsewhere (see also Gustafsson,). Private companies in the region 
are involved in water privatization projects in other places that ‘would never be allowed’ 
in their own country (Webreck, 2005, p. 30), while influential regional water agencies 
such as the Stockholm International Water Institute regularly host pro-privatization 
conferences and work with private water operators on high profile events such as the 
World Water Forum (under the banner of being ‘neutral’6). Similar criticisms have been 
made of Norway’s foreign aid, where it has been argued that:

a disharmony exists between official Norwegian development policy, with its stated goals of 
safeguarding the rights of the poor and finding new ways to subsidise their water needs, and 
the reality of its support to international institutions that choose to work differently [i.e., by 
promoting privatization]. (Magdahl et al., 2006, p. 19)

Privatization has also morphed into less easily recognizable forms, as the financializa-
tion of market-based economies means that private investments have taken on new 
characteristics. Broadly defined as the growing power of financial actors and a shift in 
the locus of profitmaking from the ‘real’ to the ‘financial’ economy, financialization in the 
water sector has become an increasingly significant component of private sector involve-
ment in WSS through complex (and often opaque) vehicles such as private equity funds 
and the securitization of WSS revenue flows (Ahlers & Merme, 2016; Loftus et al., 2019). 
Even more problematic has been the involvement of other public financial institutions in 
this financialization wave, with public pension funds and sovereign wealth funds aggres-
sively expanding their holdings in public service infrastructure such as water and sanita-
tion as a new ‘asset class’, serving to obfuscate the very nature of what constitutes ‘public’ 
ownership (Skerrett et al., 2018).

But perhaps the most immediate threat to public water in the region is its commer-
cialization, by which we mean an ideological and institutional predisposition towards 
market-oriented forms of operation and performance mandates. The corporatization 
model outlined earlier has tended to push water operators in the region in a market 
direction due to a silo effect that forces managers to think in narrow organizational 
terms, often focused on their financial bottom line while limiting communication and 
cooperation with other municipal agencies and departments. It has also dampened the 
potential for cross-subsidization across different public services (Katko, 2016, p. 133). As 
such, corporatization in the region has contributed to a more marketized mindset 
amongst Nordic water operators, with unit-based cost recovery sometimes overshadow-
ing larger questions of the public good – a trend that has affected water operators across 
Europe in the neoliberal era (Lobina & Hall, 2014; Wollmann & Marcou, 2010).

There is nothing inherently commercial about corporatization, but in an increasingly 
financialized climate institutional ringfencing can push other social and environmental 
priorities to the side, leading to what Katko (2016, p. 143) refers to as ‘creative’ forms of 
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public accounting and ‘secret’ decisions that may not be in the best interests of residents 
in terms of pricing, accountability and long-term planning (see also Vinnari & Näsi, 
2008). Such was the case with the City of Jyväskylä, in Finland, which sold its water utility 
to its own energy company for internal financial reasons, resulting in a situation where 
the city’s residents now pay ‘the highest water rates in Finland’ (although the experience 
did cause political controversy in the country and has forced a re-examination of the 
corporatization model) (Kimberley & Bieler, 2021). This narrow financial focus has also 
forced some smaller public water operators to amalgamate in the name of ‘efficiency’, 
with the risk of diminishing local oversight and control of water services (Katko, 2016, 
p. 125; interviews 7 and 8).

International benchmarking systems for assessing water operator performance tend to 
reinforce this financial bias, with indicators such as ‘the number of employees per 
connection’ and ‘cost recovery ratios’ often acting as proxy for overall utility efficacy. 
Derived largely from the private sector, benchmarking indicators in water and sanitation 
are dominated by a handful of rating agencies and methodologies, all of which reproduce 
the same econometric focus at the expense of more qualitative factors such as equity and 
environmental sustainability (McDonald, 2016b). This is not to suggest that public water 
managers in the Nordic region are unable to see beyond these limitations, but it does 
serve to highlight the increasingly commercialized milieus in which they operate, many 
of which can have (unintended) market influence.

Public banks in the Nordic region are not immune from these pressures of privatization 
and commercialization either. As corporatized entities in a sector that judges itself largely 
on narrow market-based criteria (such as third-party credit ratings from Moody’s and 
Standard & Poor’s – S&P) Nordic public banks are regularly compared with their private 
sector counterparts locally and internationally, potentially influencing short-term manage-
rial decisions and long-term political mandates (Marois, 2021). They are also at the mercy 
of European Union state aid rules which stipulate that public banks cannot operate in 
sectors where there is private competition. If, for example, the government of Denmark 
were to open the water sector to private companies, KommuneKredit would no longer be 
allowed to provide finance, with all lending being done by private banks (as is the case in 
the privatized electricity sector) (interviews 7 and 8). In other words, if political support 
for public services were to erode in the Nordic region so too could the legal basis for the 
existence of public banks. And with relatively little public awareness of the work being 
done by these public banks (let alone their very existence), their healthy shares of financing 
in the public sector will inevitably attract the attention of more profit-oriented financial 
actors.

Conclusions

Although largely ignored in the global literature on financing WSS, public banks have 
played a long and often important role in supporting the expansion and improvement of 
public WSS around the world (Marois, 2021; McDonald et al., 2021). The public banks of 
Finland, Sweden, Norway and Denmark are emblematic in this regard, having operated 
collectively for 241 years to support a dynamic and effective public water system in each of 
their respective countries without a single loan default. They are also trailblazers in terms of 
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shaping a more environmentally and socially oriented financing model, both within their 
own ranks and with the institutions they lend to. They may be exceptional – given their 
social, economic and political context – but they are not irreproducible, at least in part.

And yet it must not be forgotten that these public banks are embedded within a much 
larger web of global finance. Investors buying bonds from these banks may not share the 
same public sector values, and are notoriously fickle in their commitments. So too are 
global investors constantly seeking new forms of investment, exposing public banks and 
public water operators in the Nordic region to the twin hazards of privatization and 
commercialization. The former may not be immanent, but the latter is an insidious and 
ongoing danger, potentially undermining the public–public financing model that has 
worked so effectively in the past. ‘False’ partnerships with profit-seeking public financial 
institutions such as sovereign wealth funds and public pension funds have not yet eroded 
this synergy in the Nordic region, but as these financial institutions continue to expand 
their investment portfolios into public infrastructure assets they cannot be discounted as 
potential threats.

Sometimes we do not realize what we have until it is gone. Perhaps a more concerted 
effort on the part of public water operators and public banks in the region to showcase – 
and critically discuss – the strengths and weaknesses of the Nordic public banking model 
would help to secure and improve this financing option, locally and internationally.

Notes

1. We define public banks here as banking institutions that are majority owned and controlled 
by the state or some other public entity, governed under public law or by public authorities, 
or which function according to a public mandate, which can operate at a municipal, national 
and international level, and can have a variety of different mandates (Marois, 2021).

2. A handful of WSS contracts with private firms exist in Finland, but these are ‘mainly in 
industrial wastewater treatment’ and are co-owned by municipalities (Katko, 2016, p. 210). 
Many private sector firms are also involved in consulting, construction and the provision of 
materials to the water sector.

3. On the effect of tap water on stomach illness in Norway, see https://www.fhi.no/studier/ 
drikkevannsstudien/datainnsamlingen-er-na-avsluttet/.

4. See www.eapb.eu/.
5. See https://www.environmental-finance.com/content/awards/environmental-finances-bond- 

awards-2022/winners/green-bond-of-the-year-local-authority/municipality-munifin.html/.
6 For example, see www.siwi.org/what-we-do/business/.
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