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In a series of policy briefs, the Bipartisan Policy Center’s Water Task Force has explored some of the unique challenges and 
opportunities facing our nation’s water and wastewater sectors. Safeguarding Water Affordability outlined the pricing pressures 
driving water rates higher, the challenge of safeguarding affordability, considerations in rate-setting, and policy strategies to 
address affordability.1 Since its release, BPC has continued its research and outreach to water sector stakeholders to further 
examine the options for addressing water affordability at the federal level. 

While many legislative proposals have been laid on the table, building consensus for them in Congress and generating the 
momentum to act have had roadblocks. This brief explores three policy levers the federal government has to address water 
affordability and the particular challenges they face in gaining bipartisan support: 

• Expanding funding and financing options;

• Strengthening customer assistance; and 

• Promoting utility best practices.

A bipartisan path forward should work to balance the clear need for additional resources—in water infrastructure investments 
and customer assistance—with the need for greater efficiency and accountability in the water sector, while prioritizing limited 
assistance dollars to those most in need of them.

Background 

Many water systems are grappling with aging and deteriorating infrastructure, changing customer bases, regulatory compliance, 
and climate change. The magnitude of the attendant costs has required many systems to raise their customers’ rates, 
sometimes dramatically, in recent years. In fact, from 2000 to 2017, water and wastewater prices increased by 136 percent, 
with average annual increases of over 5 percent. Over the same timeframe, inflation jumped 44 percent, with average annual 
increases of just over 2 percent. The steep jump in water prices and rate of inflation both outpaced the increase to median 
household income, which went up just 35 percent over this time period.2 

It follows that more households are beginning to struggle to pay for their services. One study found that if water rates rise at 
projected amounts over the next five years, the percentage of U.S. households who will find water bills unaffordable could triple 
from 11.9 percent to 35.6 percent.3 Because every human being needs safe, clean water and sanitation, finding ways to ensure 
that low-income households, in particular, can afford water services amid rising rates has become a legislative priority for 
many water sector stakeholders and continues to gain greater visibility among policymakers, both in Washington, D.C., and 
around the country. When water bills become unmanageable, missed payments and a delinquent account can turn into 
disconnection or shut-off from the system, which can have the same destabilizing effect as an eviction. 

As shown in Table 1, in Safeguarding Water Affordability, BPC identified several options central to a holistic water affordability 
strategy, while noting one very important caveat: The federal government has a more limited ability than local and state 
officials to impact water rates and water affordability.4 
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Prioritize Asset 
Management

Adopting asset management best practices, including an inventory of all assets and their conditions, provides water systems with 
the foundation to make data driven decisions about how to operate, maintain, repair, rehabilitate, and replace assets in the most 
cost effective and sustainable ways. Yet, for many water systems, it requires a paradigm shift to a more proactive management 
posture in which investment, staffing, and other decisions are prioritized according to future needs and available resources. Asset 
inventories also require upfront funding and can be cost-prohibitive, particularly for the disadvantaged systems that would most 
benefit from them. Still, there is considerable upside to adopting them: Improved asset management practices can help identify 
partnership opportunities that may have never been considered, pinpoint inefficiencies (such as water losses) that result in 
wasted resources, and allow utilities to more accurately set rates to recover all system costs.

Expand Funding and 
Financing

Funding—in addition to subsidized financing programs that lower the cost of capital with either low-interest or no-interest loans 
and loan guarantees—helps water systems bring down the expense of needed infrastructure upgrades. 

Pursue Regional Options

Water services—drinking water, wastewater, and stormwater—are provided by a fragmented system of entities, both small and 
large, publicly and privately owned. For decades, the EPA has advised water systems that regionalization could reduce costs and 
improve service delivery. Regional collaboration can fall anywhere within a spectrum of partnership options, from informal 
cooperation to full system or operational consolidation. 

Partner with the Private 
Sector

Partnerships with the private sector may allow publicly run water systems to: (1) contractually offload system operating risks; (2) 
provide improved services at lower costs; (3) depoliticize rate increases; and (4) secure needed capital improvements for aging 
infrastructure. While not appropriate or preferable in every instance, such partnerships are an underutilized tool in the water 
sector. With their economies of scale and service efficiencies, private companies may achieve savings in water system operations 
and maintenance (O&M) costs of 15-30 percent, according to one estimate.5 

Strengthen Customer 
Assistance Programs

Customer assistance programs, or CAPs, for low-income users come in many forms—e.g., bill discounts, flexible repayment 
terms, lifeline rates, emergency assistance payments, and conservation measures. These programs are intended to address 
nonpayment, cure delinquent accounts, and prevent service disconnections.

Encourage Conservation

Efforts to limit the loss of treated water can help maximize system revenues, reduce energy use and operating costs, improve 
water quality, address failing infrastructure within a system, and mitigate the impacts of water use restrictions—whether from 
drought or contamination. Water audits, plumbing fixes, water efficient appliances and fixtures, and other measures (which are 
also a type of customer assistance) can help make water bills more affordable for low-income households. 

Promote Innovation
Water technologies—whether new devices, processes, or financial structures—can help reduce the costs associated with 
treating, delivering, or discharging water and wastewater and provide better services to consumers.6 

Educate the Public

Water is too often viewed as a certainty, rather than as a commodity that must be monitored, conserved, maintained, and fully 
paid for. To build public support for the dramatic changes needed to more sustainably provide water and wastewater services 
around the country and invest in the infrastructure needed to deliver water services, engagement and education are needed. 
The public must better understand the value of water as well as the complexity and costs of providing water services. Water 
and wastewater systems must also seek to empower their customers to make decisions that can bring down their own usage 
and costs.

Table 1. Policy Options Addressing Water Affordability

Table 1 includes a mix of options that either promote household affordability or target rising utility costs. Many of these 
options require, or would most benefit from, action by individual water/wastewater utilities, local governments, and, to a 
lesser degree, states. Rates are set locally and should be responsive to individual system needs, set to fully cover expected 
O&M and capital costs. 

http://bipartisanpolicy.org


5 bipartisanpolicy.org

In contrast, the federal government is more removed from the considerations that water systems make in setting rates. As 
such, it is best positioned to affect water affordability by: 

1. Expanding funding and financing options; 

2. Strengthening customer assistance; and 

3. Promoting utility best practices (e.g., using incentives or mandates to promote better asset management, public and private 
sector partnerships, conservation measures, technological innovations, and more).

A spate of federal legislation has been introduced in Congress by members of both political parties to address water affordability, 
typically incorporating one or more of these three key policy options. Some water sector stakeholders have advocated for their 
enactment, though it is difficult to discern which approach would be the most cost effective and impactful. Moreover, few measures 
have attracted sufficient bipartisan support or succeeded in advancing very far in the legislative process. 

This brief explains the tradeoffs in each of these three policies in turn, exploring their inherent policy design and political challenges. 
Ultimately, a bipartisan path forward should work to balance the clear need for additional resources—in water infrastructure 
investments and customer assistance—with the need for greater efficiency and accountability in the water sector. 

Importantly, federal budget realities will also continue to be a constraint on any federal response to water affordability. Federal 
budget deficits are projected to exceed $1 trillion by 2020. As interest payments on the federal debt grow along with spending 
on entitlement programs, the ability to increase discretionary spending—even for critical needs like water infrastructure and 
customer assistance—will be challenging, especially without offsetting revenues. This constraint underlies nearly all federal 
options to address water affordability, discussed further below. As such, any federal response to water affordability should also 
aim to prioritize limited assistance dollars for those most in need of them.
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Policy #1: Expand Funding and Financing Options
The growing cost to repair, replace, and expand drinking water, wastewater, and stormwater infrastructure across the country is 
putting significant pressure on these systems to raise rates. Water and wastewater utilities are capital intensive by nature, 
requiring more financial capital in fixed assets (such as supply, treatment, and distribution facilities and infrastructure) relative 
to operating revenues than many other utilities and industries. Traditionally, the most straightforward way the federal 
government has supported the water sector has been to provide grants and low-cost financing to state and local governments 
to allay some of the financial burden of these capital projects. 

Most federal appropriations for water infrastructure are ultimately used to support loans and loan guarantees as opposed to 
grants, but even these financing programs can result in substantial savings for water systems. Take, for example, a $10 million 
water project. Reducing its interest rate from a market rate of 7 percent to a subsidized 3 percent rate would save a water 
system $5.5 million over the term of a 20-year loan, more than half the original project’s cost.7 Tax-exempt municipal bonds 
and private activity bonds can also be critical financing tools for communities looking to build water infrastructure projects. 

Additional federal resources could be directed to help meet growing needs through existing federal programs—namely, EPA’s 
drinking water and clean water state revolving funds (SRFs), the WIFIA credit assistance program, and USDA’s rural water and 
waste disposal grant and loan program—or through the creation of new programs, as was proposed in the Trump administration’s 
infrastructure principles.8 While lacking sufficient detail to know exactly how much funding would flow to water infrastructure, the 
Trump administration’s plan called for a $200 billion federal investment intended to incentivize $1.5 trillion in overall infrastructure 
spending—from state, local, and private sources. With federal shares of infrastructure spending as high as 80 percent in sectors 
like transportation, it is unclear whether $200 billion is sufficient to secure that level of overall investment. In March 2018, Senate 
Democrats released a plan in response, calling for $112 billion of a $1 trillion infrastructure spending proposal to be directed to 
water infrastructure, mostly through the current programs noted previously.9 Yet despite some support from both sides of the aisle 
for water infrastructure, securing additional federal funding faces some key headwinds. 

http://bipartisanpolicy.org
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First and foremost, as shown in Figure 1, the federal government has long been responsible for only a fraction of public 
spending on water infrastructure. Apart from the surge in federal investment that followed the passage of landmark 
environmental protections in the 1970s, federal funding for water and wastewater infrastructure has not kept pace with 
state and local investments or growing needs. According to EPA surveys, the United States now has a 20-year investment 
need of about $744 billion—$473 billion for drinking water upgrades and $271 billion for wastewater/stormwater 
upgrades.10 By one estimate, population growth will further drive the need for new capacity and increase O&M costs by up 
to $2 billion per year for wastewater utilities alone.11 Despite the magnitude of these needs, it will be challenging to reverse 
the trend of declining federal support. 

With the Congressional Budget Office projecting that federal budget deficits will exceed $1 trillion by 2020, many federal 
programs face an uphill battle to secure more funding. In this constrained budget environment, increasing funding for water 
infrastructure requires offsetting revenues—i.e., tax increases or spending cuts to other programs—or deficit-spending. 
Moreover, funding increases for key water programs may be politically challenging with already increased appropriations to the 
SRFs and WIFIA in fiscal year 2018, as shown in Table 2. Though USDA’s water and waste disposal grant and loan program 
received less funding in 2018, the SRFs and WIFIA had a 28 percent increase in their appropriations, up $632 million from the 
previous fiscal year. Notably, these changes were the result of a bipartisan budget deal, which may or may not be replicated in 
future years. 
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Figure 1. Public Spending on Water and Wastewater Systems ($B)

Source: Congressional Budget Office
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The budgetary treatment of federal credit programs is such that a small appropriation from Congress can support a much larger 
volume of loans. For example, Congress appropriated $63 million to the Water Infrastructure Finance and Innovation Act (WIFIA) 
credit assistance program for fiscal year 2018, $55 million of which is to cover the subsidy costs associated with WIFIA credit 
assistance. Per federal budget rules, that appropriation allows the EPA to provide approximately $5.5 billion in credit assistance.12 

While the WIFIA program is still largely untested (only one round of recipients has been selected, lending $2.3 billion across 12 
projects), its ability to leverage a relatively small appropriation into a much larger investment, with a minimal net budgetary 
impact, may make the program increasingly attractive to budget-conscious members of Congress. While the SRFs similarly 
support water infrastructure loans, funding from the EPA is distributed in capitalization grants to the state-administered 
revolving funds. As such, loan repayments remain within the state SRFs and are not returned to the federal government. While 
this is a great benefit to the states, it may make further increases to the SRFs more politically challenging than it will be for 
programs like WIFIA as the budget outlook worsens in coming years. Further, WIFIA and SRFs provide loans that water and 
wastewater systems must repay and therefore, ultimately, the costs will continue to be passed on to the customer base. Given 
increasing affordability challenges, systems will need to consider customer assistance programs to ensure the lowest-income 
households can continue to pay for services. 

Fiscal Year State Revolving Funds WIFIA Water and Waste Disposal Loans/Grants

2010 $3,487 $551

2011 $2,485 $516

2012 $2,384 $503

2013 $2,332 $476

2014 $2,356 $452

2015 $2,356 $0 $455

2016 $2,257 $0 $512

2017 $2,257 $30 $571

2018 $2,856 $63 $560

Table 2: Select Federal Water Program Appropriations (Dollars in Millions)

Source: Congressional Research Service; Office of Management and Budget
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Policy #2: Strengthen Customer Assistance 
An EPA survey of nearly 800 drinking water and wastewater utilities found that more than a quarter offer customer assistance 
programs, or CAPs, though larger utilities were far more likely to provide them.13 CAPs are often part of a utility’s strategy to 
address bill nonpayment, cure delinquent accounts, and prevent disconnections or shut-offs from water systems, which carry 
considerable costs for both low-income households and the utility. Programs typically include bill discounts, flexible repayment 
terms, lifeline rates, emergency assistance, or conservation measures. Despite the growing prevalence of CAPs, legal 
uncertainties may stand in the way, such as laws that prohibit utilities from charging different customers different rates. Few 
states have laws in place that clearly permit water/wastewater utilities to provide CAPs to low-income customers.14 

Because of apparent gaps in the patchwork of customer programs currently provided, many water sector stakeholders have 
called for a new federal program to assist low-income households with their water bills. Similar efforts already exist to assist 
with burdensome energy bills. Yet designing a cost-effective, efficient, and impactful federal program to assist low-income 
households with unmanageable water bills will be difficult. In Safeguarding Water Affordability, BPC’s Water Task Force outlined 
three options for a federal water assistance program: 

• Establish a low-income water assistance program modeled on the Low Income Home Energy Assistance Program (LIHEAP), 
administered by the Department of Health and Human Services. LIHEAP is a block grant program with funding allocated 
annually to states, tribes, and territories to operate home energy assistance programs.

• Establish a water conservation program modeled on the Weatherization Assistance Program (WAP), administered by the 
Department of Energy. WAP provides funding to all states and territories, which in turn allocates their shares to local 
governments and nonprofit agencies for energy-efficient home purchases and repairs. 

• Amend and coordinate existing low-income assistance programs across the federal government to promote water efficiency 
and affordability. 

While LIHEAP and WAP are most often cited as potential models for assisting low-income households with their water bills, 
each option has its limitations in effectively targeting assistance to households most in need of water bill assistance and 
helping those households sustainably afford services, while also avoiding unintended consequences such as discouraging 
utilities from setting rates that fully reflect the costs of providing services. 

http://bipartisanpolicy.org
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The third option would seek to amend programs like LIHEAP and WAP. For LIHEAP, states could be permitted to use programs 
funds or be provided with additional funds to, for example, assist customers struggling with their drinking water, wastewater, or 
stormwater bills, in addition to high energy costs. For WAP, water audits and water efficiency measures could be offered in 
conjunction with energy efficiency upgrades in eligible homes. Yet the same issues exist in effectively targeting assistance as 
they would in creating new programs, with the additional challenge of not amending longstanding programs that already have 
defined practices and established political constituencies. 

For the lowest-income Americans, synergies between water bill assistance and federal housing programs likely exist too. The 
vast majority of low-income Americans are renters. Such households may be affected by rising water rates but may not pay a 
bill directly, instead having it incorporated into the cost of rent. Many federal housing programs—such as HUD’s Housing 
Choice Voucher program—are designed to align rents with a household’s ability to pay. In calculating and providing rent 
subsidies, maximum allowable amounts of housing assistance account for utility costs, including water bills when they are paid 
by the tenant.

While various proposals in Congress have sought to implement a federal water bill assistance program or pilot one, few have 
fully thought through the policy design challenges or fully assessed options for amending existing federal low-income assistance 
programs to address water efficiency and affordability. Cost is also an inevitable hurdle; LIHEAP alone typically receives an 
annual appropriation of over $3 billion. That funding is able to support about 6.8 million households annually, though it is 
unclear if that is sufficient to cover existing needs or if that assistance is effectively coordinated with other federal low-income 
household supports.15 

http://bipartisanpolicy.org
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Policy #3: Promote Utility Best Practices 
Federal policy can have a significant influence on utility operations and management either by providing incentives to adopt 
best practices or mandating their adoption as a condition for receiving any federal funding. Some such measures—like 
prioritizing asset management—are a first-order priority in addressing water affordability, because failing to do so perpetuates 
unsustainable or insufficient system management and operation, leading to wasted federal spending in addition to subpar 
service and higher prices at the system level. Table 1 contained a summary of some of the measures that might fall under 
“utility best practices,” namely: 

• Prioritizing asset management; 

• Pursuing regional options;

• Partnering with the private sector;

• Encouraging conservation; 

• Promoting innovation; and 

• Educating the public. 

Though many lawmakers are opposed to imposing costly mandates, particularly on small systems that lack the technical, 
managerial, or financial capacity to meet such requirements, the magnitude of needs compared to existing funding demands 
that limited taxpayer dollars are targeted to projects, households, and communities most in need of assistance as well as those 
who will most effectively and impactfully use them. In the past, Congress—typically on a bipartisan basis—has recognized a 
need to push the water industry towards best practices like asset management, conservation, and regionalization, often 
providing states some discretion in setting aside SRF funding to assist systems in adopting these measures. For example, the 
Water Resources Development Act (WRDA) of 2014 required that applicants seeking clean water SRF loans for some water 
treatment projects develop and implement fiscal sustainability plans that include: an inventory of critical assets; an evaluation 
of the condition and performance of those assets; and plans for maintaining, repairing, and replacing them. These practices can 
be a crucial first step toward creating more sustainable and efficient systems. 

Another good example of federal policymakers promoting a best practice is past support for regionalization. With more than 
150,000 public drinking water systems, more than 14,000 publicly owned treatment works, and more than 7,000 regulated 
municipal stormwater systems, the EPA has advised for decades that greater regional cooperation can reduce costs and 
improve service delivery.16 Congress has also sought to ensure that federal resources do not subsidize water systems when 
regional solutions are feasible and more cost effective. For example, the drinking water SRF prohibits funding systems that do 
not have technical, managerial, or financial capacity, encouraging systems to seek out partnerships and achieve certain 
economies of scale when possible. Still, in allocating state and SRF funding, only some states—like Kentucky and Texas— 
do their due diligence in assessing the fiscal capacity of communities and promoting regionalization when systems appear 
financially unsustainable. While most policymakers agree that deference should always be given to systems that wish to 
maintain local autonomy over their water systems, Congress could consider options—such as strengthening SRF 
requirements, additional incentives, more stringent capacity assessments, and technical assistance—to further incent fiscally 
responsible regionalization.

In promoting these best practices, Congress must seek to balance the need to extract greater value out of limited federal dollars, 
while providing sufficient incentive and technical assistance, particularly for smaller water systems, to ease their implementation. 
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Despite growing concern that water services are becoming increasingly unaffordable for low-income households, there is 
clearly more work to be done in building consensus-driven and bipartisan policy solutions. Any comprehensive response to 
water affordability will likely require a hard look at each of the three policy levers identified in this brief. And while a successful 
strategy may require all three policy approaches, a thorough examination of the consequences and shortcomings of each will 
help ensure the effective and efficient targeting of resources to those most in need. It is clear there are members of Congress 
on both sides of the aisle interested in and active on this issue, yet more work must be done to help identify the most 
impactful solutions. 

Outlook
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