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INTRODUCTION

Local government 
spending for public 

water (water supply 
and wastewater man-

agement) reached a 
new annual high of 

$111.4 billion in 2010.

A pressing future con-
cern is not whether 

local spending on 
public water will 

continue, but what 
level of investment is 
a!ordable given the 
current cost alloca-

tion practices. 
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Local Government Public Water and Wastewater Investment, 2001-2010 
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Successive Year Public Water Investment Increases 
And Exceptions, 1972-2010��
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/RFDO�JRYHUQPHQW�VSHQGLQJ�IRU�SXEOLF�ZDWHU��ZDWHU�VXSSO\�DQG�ZDVWHZDWHU�PDQDJHPHQW��
UHDFKHG�D�QHZ�DQQXDO�KLJK�RI��������ELOOLRQ�LQ������������7KDW�DPRXQW�FDSV�RII�WKH������ELO�
OLRQ�VSHQW�RYHU�WKH�ODVW�GHFDGH�������������RQ�SXEOLF�ZDWHU��7DEOH�����DQG�VHYHUDO�GHFDGHV�
������������RI�QHDUO\�XQLQWHUUXSWHG�DQQXDO�LQFUHDVHV�LQ�SXEOLF�VSHQGLQJ�RQ�ZDWHU�DQG�
ZDVWHZDWHU�H[FHHGLQJ������WULOOLRQ��7KH�UDWH�RI�JURZWK�DQG�WKH�PDJQLWXGH�RI�VSHQGLQJ�DUH�
LPSUHVVLYH��EXW�IXWXUH�ORFDO�JRYHUQPHQW�VSHQGLQJ�IDFHV�VHYHUDO�FKDOOHQJHV�WKDW�DUH�OLNHO\�WR�
UHVXOW�LQ�VORZHU�JURZWK��7KLV�SDSHU�GHVFULEHV�WKH�UDWH�DQG�PDJQLWXGH�RI�ORFDO�VSHQGLQJ�IRU�
SXEOLF�ZDWHU��ZLWK�D�IRFXV�RQ�WKH�ODVW�GHFDGH��������������DQG�LGHQWL¿HV�LPSRUWDQW�FKDO�
OHQJHV�ORFDO�JRYHUQPHQW�IDFHV�LQ�IXWXUH�VSHQGLQJ��7KHVH�IDFWRUV�DUH�LPSRUWDQW�EHFDXVH�
ZDWHU�LV�HVVHQWLDO�WR�VXVWDLQLQJ�OLIH��LW�SOD\V�D�FULWLFDO�UROH�LQ�WKH�HFRORJ\�RI�ZDWHUVKHGV��
DQG�LW�VXSSRUWV�D�����WULOOLRQ�86�HFRQRP\��$�SUHVVLQJ�IXWXUH�FRQFHUQ�LV�QRW�ZKHWKHU�ORFDO�
VSHQGLQJ�RQ�SXEOLF�ZDWHU�ZLOO�FRQWLQXH��EXW�ZKDW�OHYHO�RI�LQYHVWPHQW�LV�DIIRUGDEOH�JLYHQ�WKH�
FXUUHQW�FRVW�DOORFDWLRQ�SUDFWLFHV��
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LOCAL GOVERNMENT INVESTMENT IN WATER AND WASTE-
WATER: A HISTORY OF ROBUST GROWTH
7KH�KLVWRULFDO�VSHQGLQJ�UHFRUG�FOHDUO\�HVWDEOLVKHV�ORFDO�JRYHUQPHQW�DV�WKH�GRPLQDQW�LQYHVWRU�
LQ�SXEOLF�ZDWHU��DQG�E\�YLUWXH�RI�WKH�LQYHVWPHQW�DOVR�HVWDEOLVKHV�ORFDO�JRYHUQPHQW�DV�D�FULWLFDO�
ZDWHU�HQYLURQPHQW�VWHZDUG��&RPELQHG�SXEOLF�ZDWHU�DQG�ZDVWHZDWHU�LQYHVWPHQW�LV�HVWLPDWHG�
WR�EH�������WULOOLRQ�IURP�������DGRSWLRQ�RI�WKH�&OHDQ�:DWHU�$FW��&:$���WR��������������ELOOLRQ�
IRU�ZDWHU�VXSSO\��DQG���������ELOOLRQ�IRU�ZDVWHZDWHU�V\VWHPV��)HGHUDO�FRQVWUXFWLRQ�JUDQWV�IRU�
ZDVWHZDWHU�IDFLOLWLHV�DFFRXQWHG�IRU�URXJKO\�����WR�����ELOOLRQ�RI�WKH�WRWDO�LQYHVWPHQW�LQ�WKH�
����V�DQG���V��7KH�JUDQW�SURJUDP�ZDV�VXFFHHGHG�E\�D�&RQJUHVVLRQDO�FDSLWDOL]DWLRQ�JUDQW�
SURJUDP�WR�WKH�VWDWHV�IRU�GLVWULEXWLRQ�WR�ORFDO�JRYHUQPHQW�LQ�WKH�IRUP�RI�6WDWH�5HYROYLQJ�)XQG�
�65)��ORDQV��&:65)�DQG�IRU�WKH�6DIH�'ULQNLQJ�:DWHU�$FW���6':65)���*LYHQ�WKH�ORQJVWDQG�
LQJ�UHODWLYH�GHFOLQH�LQ�FRQVWDQW�YDOXH�RI�VWDWH�DQG�IHGHUDO�¿QDQFLDO�DVVLVWDQFH�WR�SXEOLF�ZDWHU�
LQYHVWPHQW�ORFDO�JRYHUQPHQW�KDV�KDG�WR�UDLVH�UDWHV�DQG�LQFUHDVH�ORQJ�WHUP�ERUURZLQJ�WR�
RSHUDWH�DQG�VXVWDLQ�SXEOLF�ZDWHU�LQIUDVWUXFWXUH�DQG�FRPSO\�ZLWK�UHJXODWRU\�PDQGDWHV�

"e Magnitude and Rate of Growth in Local Public Water Spending 
�
/RFDO�LQYHVWPHQW�LQ������IRU�ZDWHU�VXSSO\�ZDV������ELOOLRQ��DQG������ELOOLRQ�IRU�ZDVWHZDWHU��D�
FRPELQHG�LQYHVWPHQW�RI�QHDUO\����ELOOLRQ�LQ�FDSLWDO�FRQVWUXFWLRQ��HTXLSPHQW��DQG�2SHUDWLRQV�
DQG�0DLQWHQDQFH��2	0���7KH�PDJQLWXGH�RI�ORFDO�VSHQGLQJ�KDV�JURZQ�FRQVLGHUDEO\�VLQFH�
WKHQ��7KH�&HQVXV�UHFHQWO\�UHSRUWHG�WKDW������ORFDO�JRYHUQPHQW�H[SHQGLWXUHV�IRU�FRPELQHG�
ZDWHU�DQG�ZDVWHZDWHU�ZHUH��������ELOOLRQ��������ELOOLRQ�IRU�ZDWHU�VXSSO\��DQG��������ELOOLRQ�IRU�
ZDVWHZDWHU�V\VWHPV���

�
&RPELQHG�SXEOLF�ZDWHU�VSHQGLQJ�IURP������WR����������\HDUV��LQFUHDVHG�E\������SHUFHQW�
DQQXDOO\�RQ�DYHUDJH��,QFUHDVHG�VSHQGLQJ�GXULQJ�WKLV�SHULRG�JHQHUDOO\�UDQJHG�EHWZHHQ������
DQG�������SHUFHQW��7KHUH�ZHUH���LQVWDQFHV�ZKHUH�\HDU�RYHU�\HDU�VSHQGLQJ�IHOO�EHORZ������
SHUFHQW���������������������������������DQG���LQVWDQFHV�ZKHUH�VSHQGLQJ�H[FHHGHG�������
SHUFHQW��������������������������������������������

3XEOLF�ZDWHU�LQYHVWPHQWV�JUHZ�WKURXJK�WKH�UHFHQW�*UHDW�5HFHVVLRQ�SHULRG��������������HYHQ�
WKRXJK�ORFDO�JRYHUQPHQW�UHYHQXHV�GHFOLQHG�VKDUSO\��6HYHUDO�H[FHSWLRQV�WR�SRVLWLYH�LQFUHDVHV�
LQ�\HDU�RYHU�\HDU�VSHQGLQJ�RFFXUUHG���7DEOH�����EXW�IRU�WKH�PRVW�SDUW�WKHVH�GHFOLQLQJ�LQYHVW�
PHQWV�ZHUH�QHJOLJLEOH��7ZR�H[FHSWLRQV�WR�WKLV�WUHQG�ZKHUH�GHFOLQHV�ZHUH�PRUH�WKDQ�QHJOL�
JLEOH�RFFXUUHG�IRU�ZDVWHZDWHU�LQYHVWPHQWV�EHWZHHQ������DQG�����������SHUFHQW�GHFOLQH���DQG�
DJDLQ�LQ������DQG������������SHUFHQW�GHFOLQH���

3XEOLF�SHU�FDSLWD�VSHQGLQJ�RQ�ORFDO�SXEOLF�ZDWHU�LQ�WKH�86�KDV�LQFUHDVHG�������LQ������������
LQ�������DQG������LQ����������
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Local water spending outstrips growth in GDP
�
7KH�UDWH�RI�JURZWK�LQ�SXEOLF�ZDWHU�VSHQGLQJ�IDU�RXWSDFHG�JURZWK�LQ�QRQ�PLOLWDU\�*'3�ZLWK�
IHZ�H[FHSWLRQV�GXULQJ�WKH�ODVW�GHFDGH���7DEOH�����3XEOLF�ZDWHU�LQYHVWPHQWV�JUHZ�E\����SHU�
FHQW��ZKLOH�RYHUDOO�QRQ�PLOLWDU\�*'3�JUHZ�E\����SHUFHQW��
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Local Government Public Water and Wastewater Investment, 2001-2010 
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Successive Year Public Water Investment Increases 
And Exceptions, 1972-2010��
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Growth in Local Public Spending Compared to GDP 
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Inflation Effects on Public Expenditures in Water and Wastewater 
(2001 = 100) 
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"e rate of growth in 
public water spending 

far outpaced growth 
in non-military GDP 

with few exceptions 
during the last decade, 

(Table 3). Public 
water investments 

grew by 60 percent, 
while overall non-

military GDP grew by 
37 percent. 
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Local water Capital and O&M Spending outstrips in#ation
�
,QÀDWLRQ�HURGHV�ORFDO�JRYHUQPHQW�SXUFKDVLQJ�SRZHU��DQG�RYHU�WLPH��ODUJHU�LQYHVWPHQWV�DUH�
QHHGHG�WR�NHHS�SDFH�ZLWK�LQYHVWPHQW�QHHGV��7KH�UDWH�RI�JURZWK�LQ�SXEOLF�ZDWHU�VSHQGLQJ�
ZDV�JUHDWHU�WKDQ�LQÀDWLRQ��)RU�H[DPSOH��D����PLOOLRQ�FDSLWDO�LQYHVWPHQW�LQ�ZDVWHZDWHU�LQ�
�����ZRXOG�FRVW�������PLOOLRQ�LQ������DFFRUGLQJ�WR�LQÀDWLRQ�IDFWRUV�SXEOLVKHG�E\�WKH�%XUHDX�
RI�(FRQRPLF�$QDO\VLV��%($��������7DEOH�����,Q������WRWDO�ORFDO�JRYHUQPHQW�VSHQGLQJ�RQ�
ZDVWHZDWHU�FDSLWDO�ZDV������ELOOLRQ��8VLQJ�WKH�%($�FDSLWDO�LQÀDWLRQ�IDFWRUV�ZRXOG�VXJJHVW�D�
���SHUFHQW�LQFUHDVH�LQ�FDSLWDO�VSHQGLQJ�RQ�WKLV�VHFWRU��RU�DQ�H[SHFWHG�������ELOOLRQ�LQYHVW�
PHQW�LQ�������MXVW�WR�NHHS�XS�ZLWK�LQÀDWLRQ��$FWXDO�ZDVWHZDWHU�FDSLWDO�LQYHVWPHQW�LQ������
ZDV�������ELOOLRQ��
�
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Inflation Effects on Public Expenditures in Water and Wastewater 
(2001 = 100) 
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Public water 
investment is not 

only growing faster 
than several bench-

mark economic 
indicators, it contin-

ues to garner wide-
spread support from 
the public and local 

government o$cials. 
"ese investments 

produce enormous 
public and environ-

mental bene%ts.  

2	0�LQYHVWPHQWV�DUH�DOVR�VXEMHFW�WR�LQÀDWLRQ��$������2	0�EXGJHW�RI����������ZRXOG�FRVW�
�����������RU����SHUFHQW�PRUH��LQ�������7DEOH����DFFRUGLQJ�WR�%($�LQÀDWLRQ�IDFWRUV�IRU�WKLV�
FDWHJRU\��,Q������DOO�ORFDO�JRYHUQPHQW�VSHQW�������ELOOLRQ�RQ�ZDVWHZDWHU�2	0���8VLQJ�WKH�
%($�FDSLWDO�LQÀDWLRQ�IDFWRUV�ZRXOG�VXJJHVW�D����SHUFHQW�LQFUHDVH�LQ�2	0�VSHQGLQJ�RQ�WKLV�
VHFWRU��RU�DQ�H[SHFWHG�DGGLWLRQDO������ELOOLRQ��RU�������ELOOLRQ�LQYHVWPHQW�LQ�������$FWXDO�
ZDVWHZDWHU�2	0�VSHQGLQJ�LQ������ZDV�������ELOOLRQ����
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KEY PUBLIC WATER INVESTMENT HEADWINDS
�
3XEOLF�ZDWHU�LQYHVWPHQW�LV�QRW�RQO\�JURZLQJ�IDVWHU�WKDQ�VHYHUDO�EHQFKPDUN�HFRQRPLF�
LQGLFDWRUV��LW�FRQWLQXHV�WR�JDUQHU�ZLGHVSUHDG�VXSSRUW�IURP�WKH�SXEOLF�DQG�ORFDO�JRYHUQPHQW�
RI¿FLDOV��7KHVH�LQYHVWPHQWV�SURGXFH�HQRUPRXV�SXEOLF�DQG�HQYLURQPHQWDO�EHQH¿WV��6HYHUDO�
IDFWRUV�WKDW�DIIHFW�WKH�OHYHO�RI�SXEOLF�ZDWHU�LQYHVWPHQW�DUH�EULHÀ\�LGHQWL¿HG�EHORZ��

Population Growth 
�
0RUH�QHZ�DQG�UHEXLOW�SXEOLF�ZDWHU�LQIUDVWUXFWXUH�LV�QHHGHG�WR�VHUYH�D�JURZLQJ��DQG�LQFUHDV�
LQJO\�PRUH�XUEDQ�SRSXODWLRQ��7KH�8�6��SRSXODWLRQ�ZDV�URXJKO\�����PLOOLRQ�LQ������ZKHQ�
WKH�&OHDQ�:DWHU�$FW�ZDV�DGRSWHG��DQG�JUHZ����SHUFHQW�WR�����PLOOLRQ�LQ�������0RUH�XVHUV�
UHTXLUH�VDIH�GULQNLQJ�ZDWHU�DQG�ZDVWHZDWHU�VHUYLFHV�ERWK�LQ�FLWLHV�H[SHULHQFLQJ�JURZWK��DQG�
DV�ODQG�GHYHORSPHQW�FRQWLQXHV�WR�H[SDQG��,QGHHG��PRUH�WKDQ����SHUFHQW�RI�WKH�86�SRSXOD�
WLRQ�LV�QRZ�VHUYHG�E\�PXQLFLSDO�ZDVWHZDWHU�V\VWHPV��*OREDO�,QVLJKW�HVWLPDWHV����SHUFHQW�
JURZWK�LQ�8�6��0HWUR�SRSXODWLRQV���DQ�HVWLPDWHG����PLOOLRQ�SHRSOH��RYHU�WKH�QH[W����\HDUV�
������������������7KLV�SRSXODWLRQ�LQFUHDVH�ZLOO�DOVR�UHTXLUH�DGGLWLRQDO�SXEOLF�ZDWHU�LQIUDVWUXF�
WXUH�DQG�VHUYLFHV��

�
In#ation 
�
$V�VWDWHG�HDUOLHU��WKH�UDWH�RI�LQFUHDVH�LQ�ORFDO�VSHQGLQJ�RQ�SXEOLF�ZDWHU�JHQHUDOO\�H[FHHGV�
LQÀDWLRQ�GHVSLWH�WKH�GRZQWXUQ�LQ�WKH�HFRQRP\�DQG�ORFDO�JRYHUQPHQW�UHYHQXHV��,W�FDQ�EH�
QRWHG�WKDW�WKH�UDWH�RI�LQFUHDVHG�DQQXDO�H[SHQGLWXUHV�LQ�WKLV�VHFWRU�DYHUDJHG�����SHUFHQW�
\HDU�RYHU�\HDU�VLQFH�������EXW�VSHQGLQJ�MXVW�RYHU�WKH�ODVW�GHFDGH�GHFUHDVHG�VOLJKWO\�WR�DQ�
DQQXDO�DYHUDJH�RI�����SHUFHQW��

Replacing an Aging Public Water Infrastructure
�
7KHUH�LV�PXFK�XQFHUWDLQW\�RYHU�KRZ�PXFK�LW�ZLOO�FRVW�WR�UHEXLOG�DQ�DJLQJ�ZDWHU�LQIUDVWUXF�
WXUH��EXW�WKH�JHQHUDO�VHQWLPHQW�LV�WKDW�LW�ZLOO�EH�YHU\�FRVWO\��(3$�HVWLPDWHV�GULQNLQJ�ZDWHU�
LQIUDVWUXFWXUH�LQYHVWPHQW�QHHGV�DW�������ELOOLRQ�EHWZHHQ������DQG������������DQG��������
ELOOLRQ�IRU�ZDVWHZDWHU�DQG�VWRUPZDWHU�PDQDJHPHQW�EHWZHHQ������DQG������������IRU�D�WRWDO�
H[FHHGLQJ������ELOOLRQ��2WKHU�RUJDQL]DWLRQV�HVWLPDWH�D�WULOOLRQ�GROODU�LQYHVWPHQW�QHHG�IRU�
QHZ�DQG�UHSODFHPHQW�SK\VLFDO�SODQW��ZLWK�VSHFLDO�DWWHQWLRQ�HPSKDVL]LQJ�SLSH�UHSODFHPHQW��
�����0RVW�RI�WKHVH�HVWLPDWHV�IRFXV�RQ�FDSLWDO�QHHGV��/RFDO�JRYHUQPHQW��DV�WKH�¿QDQFLHU�
ZLWK�WKH�SULPDU\�VHUYLFH�GHOLYHU\�UHVSRQVLELOLW\�SODFHV�HPSKDVLV�RQ�³DOO�LQ´�FDSLWDO�DQG�2	0�
FRVWV��$QG�WKDW�LV�ZK\�WKH�&RQIHUHQFH�RI�0D\RUV��86&0��HVWLPDWHG�WKDW�LQYHVWPHQW�QHHGV�
RYHU�WKH����\HDU�KRUL]RQ�������������LV�OLNHO\�LQ�WKH�UDQJH�RI������WR������WULOOLRQ�������

"e Cost of Regulatory Compliance
�
5HJXODWRU\�VWDQGDUGV�GHYHORSHG�XQGHU�WKH�&:$�DQG�6':$�RYHU�WKH�ODVW����\HDUV�KDYH�
D�GLUHFW�LQÀXHQFH�RQ�WKH�GHVLJQ��WHFKQRORJ\�FKRLFHV��RSHUDWLRQ�RI�WUHDWPHQW�IDFLOLWLHV��DQG�
RYHUDOO�FRVW�RI�VHUYLFH��ORQJ�WHUP�ERUURZLQJ�DQG�XVHU�UDWHV���7KH�FRVW�RI�FRPSOLDQFH�ZLWK�
VWDQGDUGV�LV�³EDNHG´�LQWR�WKH�FDSLWDO�LQYHVWPHQWV�EHFDXVH�\RX�FKRRVH�\RXU�WUHDWPHQW�
WHFKQRORJ\�EDVHG�RQ�LWV�GHPRQVWUDWHG�DELOLW\�WR�PHHW�VSHFL¿HG�FRQWDPLQDQW�FRQFHQWUDWLRQ�
UHPRYDO�RU�UHGXFWLRQ��$OO�FDSLWDO�LQYHVWPHQWV�KDYH�2	0�EXGJHWDU\�UHTXLUHPHQWV�WKDW�DUH�DQ�
QXDOO\�UHFXUULQJ�FRVWV��7RJHWKHU��WKH�FRVW�IRU�FDSLWDO�DQG�2	0�KDV�PRXQWHG�RYHU�WLPH��7KH�
FRVW�RI�VHUYLFH�LQFOXGHV�WKH�FRVW�RI�UHJXODWRU\�FRPSOLDQFH��

It can be noted that 
the rate of increased 
annual expenditures 

in this sector aver-
aged 7.6 percent year 
over year since 1972, 

but spending just 
over the last decade 
decreased slightly to 

an annual average of 
5.9 percent. 
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�
,Q�WKH�HDUO\�VWDJHV�RI�ODUJH�SXEOLF�ZDWHU�WUHDWPHQW��¿OWUDWLRQ�ZDV�FRQVLGHUHG�D�VDWLVIDFWRU\�
WUHDWPHQW�WHFKQRORJ\��:KHQ�GHDWK�UDWHV�RI�����RU�PRUH�SHU���������SRSXODWLRQV�ZHUH�
DWWULEXWHG�WR�ZDWHUERUQH�PLFUREHV�FKORULQDWLRQ�ZDV�DGGHG�WR�¿OWUDWLRQ�ZLWK�DQ�DPD]LQJ�RYHU�
QLJKW�UHGXFWLRQ�RI�W\SKRLG�DQG�FKROHUD�PRUWDOLW\��7KLV�VWDUN�UHYHUVDO�RI�D�PDMRU�SXEOLF�KHDOWK�
WKUHDW�LV�QRZ�DQ�DUWLIDFW�RI�D�SDVW�HUD��7KH�QHZ�QRUPDO�LV�DQ�H[SDQGHG�OLIH�H[SHFWDQF\�DQG�
ZKDW�FDQ�EH�GRQH�WR�LPSURYH�WKH�VLWXDWLRQ��DQG�FRVW�WR�FRPSO\�ZLWK�H[SDQGHG�UHJXODWLRQV�LV�
D�PDMRU�ORFDO�FRQFHUQ��
�
$�JURZLQJ�QXPEHU�RI�ORFDO�HOHFWHG�RI¿FLDOV�DUH�ZDU\�RI�WKH�UDWH�DQG�PDJQLWXGH�RI�FRPSOL�
DQFH�FRVW�JURZWK��LQ�DGGLWLRQ�WR�JURZLQJ�FRVW�WR�SURYLGH�VHUYLFHV��DQG�TXHVWLRQ�ZKHWKHU�
RU�QRW�WKH�PDUJLQDO�EHQH¿WV�RI�DGGLWLRQDO�LQYHVWPHQWV�KDYH�DOUHDG\�UHDFKHG�WKH�UHJLRQ�
RI�GLPLQLVKLQJ�SXEOLF�FOHDQ�ZDWHU�EHQH¿WV��7KH\�DUH�DOVR�FRQFHUQHG�WKDW�VWDWH�DQG�IHG�
HUDO�UHJXODWRUV�DUH�GLUHFWLQJ�ORFDO�LQYHVWPHQWV�DZD\�IURP�ORFDO�HQYLURQPHQWDO�DQG�SXEOLF�
LQIUDVWUXFWXUH�SULRULWLHV�������)RU�H[DPSOH��WKH�FRPELQHG�DQG�VDQLWDU\�VHZHU�RYHUÀRZ��&62�
662��HQIRUFHPHQW�FDPSDLJQ�WKDW�(3$�LV�LPSOHPHQWLQJ�LV�IRUFLQJ�FRPPXQLWLHV�WR�PDNH�
UHODWLYHO\�ODUJH�ORQJ�WHUP�LQYHVWPHQWV�LQ�UHGXFLQJ�RYHUÀRZV��EXW�WKH�UHVXOWLQJ�EHQH¿WV�PD\�
QRW�RXWZHLJK�WKH�FRVWV��,Q�WKLV�FXUUHQW�HUD�RI�OLPLWHG�UHVRXUFHV��PDQ\�ORFDO�RI¿FLDOV�ZDQW�
WR�WDUJHW�LQYHVWPHQWV�ZLWK�D�KLJKHU�ORFDO�SULRULW\��0RGHUQL]LQJ�RXWGDWHG��H[LVWLQJ�ZDWHU�DQG�
ZDVWHZDWHU�V\VWHPV�LQ�VRPH�FRPPXQLWLHV�LV�D�KLJKHU�SULRULW\�LQYHVWPHQW�WKDQ�LQYHVWLQJ�LQ�
&62�662�FRQWUROV�EHFDXVH�ZDWHU�DQG�ZDVWHZDWHU�V\VWHPV�GHPRQVWUDWH�WDQJLEOH�SXEOLF�
KHDOWK�EHQH¿WV�DFKLHYHG�RYHU�WKH�ODVW�VHYHUDO�GHFDGHV�

Indicators of ratepayer 
a!ordability limits are 
becoming more clearly 
recognized, and this is 

an issue of real %scal 
concern.

A serious concern for 
local government is 

the disproportionate 
%nancial impact on 

households at or be-
low the poverty level, 

or with low, moder-
ate and %xed income 

at the lower end of 
the income distribu-

tion because user fees 
command a greater 

percentage of their an-
nual incomes.

AFFORDABILITY LIMITATIONS

:KLOH�VRPH�DUJXH�WKDW�QRW�HQRXJK�LV�EHLQJ�LQYHVWHG�WR�SURWHFW�DQG�LPSURYH�ZDWHU�TXDOLW\��
RWKHUV�DUJXH�WKDW�QRW�HQRXJK�LV�EHLQJ�LQYHVWHG�WR�UHKDELOLWDWH�DQ�DJLQJ�ZDWHU�LQIUDVWUXFWXUH�
LQYHQWRU\�LQ�WKH�86��/RFDO�HOHFWHG�RI¿FLDOV�DUH�PRUH�FRQFHUQHG�ZLWK�EHWWHU�XQGHUVWDQG�
LQJ�WKH�¿QDQFLDO�EXUGHQV�WKDW�FDQ�UHDVRQDEO\�EH�SODFHG�RQ�UDWHSD\HUV�WR�DIIRUG�VXVWDLQHG�
IXWXUH�SXEOLF�ZDWHU�LQYHVWPHQW��&XPXODWLYH�FRVWV�RI�SURYLGLQJ�SXEOLF�ZDWHU�VHUYLFHV�KDYH�
PRXQWHG�RYHU�WLPH��DQG�LQYHVWPHQWV�WULJJHUHG�E\�FRPSOLDQFH�HQIRUFHPHQW�UHTXLUHPHQWV�
LQWURGXFH�XQFHUWDLQW\�LQ�ORFDO�FDSLWDO�SODQQLQJ��LQFUHDVHV�WKH�QHHG�IRU�PRUH�ORQJ�WHUP�ERU�
URZLQJ��DQG�FRQVHTXHQWO\��LQFUHDVHV�XVHU�UDWHV��$OWKRXJK�DQQXDO�SXEOLF�ZDWHU�LQYHVWPHQW�
KDV�RXWVWULSSHG�LQÀDWLRQ��SXUFKDVLQJ�SRZHU�FRQWLQXHV�WR�HURGH�DQG�LQFUHDVHG�VSHQGLQJ�
LV�QHDUO\�LQHYLWDEOH��EXW�D�PDMRULW\�RI�WKH�UHVLGHQWLDO�XVHU�FODVV�KDV�QRW�UHDOL]HG�LQFUHDVHG�
LQFRPH�DW�OHYHOV�SURSRUWLRQDWH�WR�LQFUHDVHG�SXEOLF�ZDWHU�VSHQGLQJ��
�
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7KH�DELOLW\�RI�ORFDO�JRYHUQPHQW�WR�LQGH¿QLWHO\�FRQWLQXH�PDNLQJ�DQQXDO�LQYHVWPHQW�LQFUHDVHV�
VKRXOG�QRW�EH�WDNHQ�IRU�JUDQWHG��,QGLFDWRUV�RI�UDWHSD\HU�DIIRUGDELOLW\�OLPLWV�DUH�EHFRPLQJ�
PRUH�FOHDUO\�UHFRJQL]HG��DQG�WKLV�LV�DQ�LVVXH�RI�UHDO�¿VFDO�FRQFHUQ��7ZR�OLPLWLQJ�IDFWRUV�DUH�
RI�FULWLFDO�LPSRUWDQFH��WKH�FRVW�RI�VHUYLFH�DQG�UDWH�VWUXFWXUHV��HVSHFLDOO\�WKHLU�LPSDFW�RQ�HFR�
QRPLFDOO\�YXOQHUDEOH�KRXVHKROGV��DQG��WKH�LPSOLFDWLRQV�RI�JURZLQJ�ORFDO�JRYHUQPHQW�ORQJ�
WHUP�GHEW�DQG�¿QDQFLQJ�KLJK�FRVW�SXEOLF�ZDWHU�LQIUDVWUXFWXUH��7KHVH�DUH�GLVFXVVHG�EHORZ�

Rate Structures and User Fees: Stress on Poor and Middle Class Households
�
5DWH�VWUXFWXUHV�DUH�FRPPRQO\��EXW�QRW�H[FOXVLYHO\��GHVLJQHG�WR�VXSSRUW�FRVW�RI�VHUYLFH�
LQFOXGLQJ�2	0�DQG�GHEW�UHWLUHPHQW��DQG�WR�JHQHUDWH�FDSLWDO�UHVHUYHV��7KH�FXUUHQW�FRVW�DOOR�
FDWLRQ�PHWKRG�DSSOLHG�LQ�PRVW�FRPPXQLWLHV�LV�WR�VHW�UDWHV�DW�³IDLU�DQG�SURSRUWLRQDWH´�OHYHOV�
������7KLV�SUDFWLFH��DQ�DUWLIDFW�RI�WKH�&OHDQ�:DWHU�$FW�DQG�FRQGLWLRQ�RI�SDVW�IHGHUDO�¿QDQFLDO�
DVVLVWDQFH��HPSOR\V�XQLIRUP�XQLW�SULFLQJ�ZLWKLQ�UHVLGHQWLDO�DQG�QRQ�UHVLGHQWLDO�XVHU�FDWHJR�
ULHV��&RPPRQ�SUDFWLFH�DOORZV�IRU�GLIIHUHQWLDO�UDWHV�EHWZHHQ�FODVVHV�RI�XVHUV��EXW�QRW�ZLWKLQ�
XVHU�FODVVHV���ZLWK�VRPH�H[FHSWLRQV�IRU�WLHUHG�UDWHV�WR�SURPRWH�FRQVHUYDWLRQ��HWF����7KH�
UDWH�VFKHGXOH�GH¿QHV�XVHU�IHHV��DQG�GHSHQGLQJ�RQ�KRZ�D�SDUWLFXODU�FRPPXQLW\�LPSOHPHQWV�
WKHLU�FRVW�DOORFDWLRQ�VFKHPH��XVHUV�DUH�ELOOHG�PRQWKO\�RU�OHVV�RIWHQ�IRU�³ZDWHU�DQG�VHZHU´���
5HVLGHQWLDO�XVHUV�FDQ�EH�IXUWKHU�FDWHJRUL]HG�LQWR�RZQHUV�DQG�UHQWHUV���DQ�LPSRUWDQW�GLVWLQF�
WLRQ�EHFDXVH�PRVW�RZQHUV�DUH�ELOOHG�GLUHFWO\�E\�WKH�ORFDO�ZDWHU�DJHQF\��ZKLOH�UHQWHUV�PD\�
EH�ELOOHG�LQGLUHFWO\�WKURXJK�UHQW�SD\PHQWV���
�
3XEOLF�ZDWHU�XVHU�IHHV�KDYH�EHHQ�LQFUHDVLQJ��DOEHLW�LUUHJXODUO\��RYHU�WKH�ODVW���GHFDGHV��WKH�
QHW�UHVXOW�RI�ZKLFK�LV�WKH�FXPXODWLYH�FRVW�WR�FRQVXPHUV�KDV�LQFUHDVHG��,W�LV�PRUH�FRPPRQ�
WR�¿QG�ODUJH�XUEDQ�FHQWHUV�DGMXVWLQJ�UDWHV�XSZDUGV�HYHU\�\HDU��:KHQ�FDSLWDO�LQYHVWPHQWV�
DUH�LQYROYHG�GRXEOH�GLJLW�UDWH�LQFUHDVHV�XVXDOO\�IROORZ�
�
$�VHULRXV�FRQFHUQ�IRU�ORFDO�JRYHUQPHQW�LV�WKH�GLVSURSRUWLRQDWH�¿QDQFLDO�LPSDFW�RQ�KRXVH�
KROGV�DW�RU�EHORZ�WKH�SRYHUW\�OHYHO��RU�ZLWK�ORZ��PRGHUDWH�DQG�¿[HG�LQFRPH�DW�WKH�ORZHU�HQG�
RI�WKH�LQFRPH�GLVWULEXWLRQ�EHFDXVH�XVHU�IHHV�FRPPDQG�D�JUHDWHU�SHUFHQWDJH�RI�WKHLU�DQQXDO�
LQFRPHV��7KLV�GLVSDUDWH�¿QDQFLDO�LPSDFW�LV�UHJUHVVLYH��&XUUHQW�SXEOLF�ZDWHU�FRVW�DOORFDWLRQ�
VFKHPHV�WKDW�UHO\�RQ�XQLIRUP�XVHU�FODVV�SULFLQJ�SODFH�D�WUHPHQGRXV�¿QDQFLDO�EXUGHQ�RQ�WKH�
ORZHU�PHGLDQ�LQFRPH�KRXVHKROGV�LQ�D�FRPPXQLW\��7KH�¿QDQFLDO�EXUGHQ�LV�ERWK�VXEVWDQWLDO��
DQG�VRPHWLPHV��ZLGHVSUHDG�LQ�D�FRPPXQLW\
� �
Financing Public Water: Long Term Debt and Community Creditworthiness
 
3URYLGLQJ�SXEOLF�ZDWHU�LQIUDVWUXFWXUH�UHTXLUHV�ODUJH�FDSLWDO�LQYHVWPHQWV�W\SLFDOO\�¿QDQFHG�
ZLWK�WD[�H[HPSW�PXQLFLSDO�ERQGV��UHYHQXH�DQG�JHQHUDO�REOLJDWLRQ�ERQGV���ORZ�LQWHUHVW�ORDQV�
DQG�RWKHU�IRUPV�RI�ORDQ�JXDUDQWHHV�DXJPHQWHG�LQIUHTXHQWO\�E\�VWDWH�RU�IHGHUDO�JUDQWV��
3XEOLF�ZDWHU�FDSLWDO�¿QDQFLQJ�VKDUHV�D�FURZGHG�¿HOG�FRPSULVHG�RI�PDQ\�QRQ�ZDWHU�SXEOLF�
LQIUDVWUXFWXUH�LQWHUHVWV�VHHNLQJ�UHVRXUFHV�LQ�WKH�WD[�H[HPSW�ERQG�PDUNHW��/RFDO�JRYHUQ�
PHQW�LV�WKH�QRGH�ZKHUH�EDODQFLQJ�WKH�FDSLWDO�LQYHVWPHQWV�DQG�FRRUGLQDWLQJ�ORQJ�WHUP�
ERUURZLQJ�WDNHV�SODFH��DQG�KHUHLQ�OLHV�WKHLU�DELOLW\�WR�PDQDJH�¿QDQFLDO�ULVN�DQG�FXOWLYDWH�
VWURQJ�FUHGLW�UDWLQJV�WR�JHW�IDYRUDEOH�LQWHUHVW�UDWHV��&RPPXQLW\�FUHGLWZRUWKLQHVV�LV�LPSRU�
WDQW�EHFDXVH�LW�LQÀXHQFHV�WKH�DYDLODELOLW\�DQG�LQWHUHVW�UDWHV�RI�ERUURZLQJ��WKXV�ORFDO�RI¿FLDOV�
WU\�WR�SODQ�IRU�WKH�ULJKW�FRPELQDWLRQ�RI�ORQJ�WHUP�ERUURZLQJ��WKH�OHYHO�RI�ORQJ�WHUP�GHEW��WKH�
QHHG�WR�SHULRGLFDOO\�UH�DFFHVV�ERQG�¿QDQFLQJ�IRU�SXEOLF�SXUSRVHV��DQG�WKH�OHYHO�RI�ORFDO�
UHYHQXHV�UHTXLUHG�WR�VHUYLFH�GHEW�UHSD\PHQW�DQG�SURYLGH�DGHTXDWH�EXGJHW�IRU�2	0�DQG�
FDSLWDO�UHVHUYHV��
�

Local government 
long term debt has 
steadily increased 

over the last decade 
and has reached a 

decade high.

Another trend that 
signals potential for 

%nancial distress and 
limits on public infra-

structure %nancing 
is the dual impact of 

increasing annual 
local government 

expenditures with 
declining revenues 

(de%cits), along with 
substantial growth in 

long term debt.
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�

/RFDO�JRYHUQPHQW�ORQJ�WHUP�GHEW�KDV�VWHDGLO\�LQFUHDVHG�RYHU�WKH�ODVW�GHFDGH�DQG�KDV�
UHDFKHG�D�GHFDGH�KLJK���&KDUW�����7KLV�WUHQG�SUHGDWHV�WKH�UHFHQW�UHFHVVLRQ�EXW�PD\�
KDYH�DFFHOHUDWHG�IDVWHU�WRZDUG�WKH�HQG�RI�WKH�GHFDGH�EHFDXVH�RI�LW��/RFDO�JRYHUQPHQW�
ORQJ�WHUP�GHEW�JUHZ�IURP������ELOOLRQ�LQ������WR�������WULOOLRQ�LQ�������DQ�DQQXDO�DYHUDJH�
LQFUHDVH�RI�����SHUFHQW��
��

7D[�H[HPSW�ERQG�¿QDQFLQJ�IRU�SXEOLF�ZDWHU�LQIUDVWUXFWXUH�EHWZHHQ������DQG������ZDV�
�����ELOOLRQ��$�WRWDO�RI�������WULOOLRQ�LQ�WD[�H[HPSW�ERQGV�ZHUH�LVVXHG�IRU�SXEOLF�SXUSRVHV�
GXULQJ�WKDW�SHULRG��������7KH�DYDLODELOLW\�RI�WD[�H[HPSW�ERQGV�IRU�SXEOLF�ZDWHU�LQYHVWPHQW��
RYHU�WLPH��LV�VXEMHFW�WR�LQÀXHQFHV�IURP�SROLWLFDO�DQG�HFRQRPLF�IRUFHV�EH\RQG�WKH�FRQWURO�
RI�ORFDO�JRYHUQPHQW��)RU�H[DPSOH��SUHVHQW�GD\�SROLF\�SURSRVDOV�ZRXOG�OLPLW�RU�HOLPLQDWH�
WKH�WD[�H[HPSW�LQWHUHVW�LQFRPH�IURP�PXQLFLSDO�ERQGV�DV�D�ZD\�WR�FORVH�WD[�DGYDQWDJHV�
DQG�JDLQ�PRUH�IHGHUDO�WD[�UHYHQXH��$�UHYLHZ�RI�7KRPVRQ�5HXWHUV�ERQG�GDWDEDVH�FRPPLV�
VLRQHG�E\���ORFDO�JRYHUQPHQW�DGYRFDF\�JURXSV�LQGLFDWHV�WKDW�FDSSLQJ�WD[�H[HPSW�LQWHUHVW�
DW�WKH����SHUFHQW�WD[�UDWH�ZRXOG�KDYH�UDLVHG�WKH�LQWHUHVW�FRVW�RI�PXQLFLSDO�ERQGV�WR�VWDWHV�
DQG�FLWLHV�E\������ELOOLRQ�RYHU�WKH�SHULRG������WR�������������
�
/RFDO�JRYHUQPHQW�ORQJ�WHUP�GHEW�H[FHHGHG�DQQXDO�UHYHQXHV�LQ������IRU�WKH�¿UVW�WLPH�LQ�
UHFHQW�KLVWRU\��%\������WKH�JDS�EHWZHHQ�ORQJ�WHUP�GHEW�DQG�DQQXDO�UHYHQXHV�ZLGHQHG�
FRQVLGHUDEO\��7KLV�LV�D�QRWHZRUWK\�QHZ�KLJK��DQG�WUHQG��LQ�WKH�UDWLR�RI�GHEW�WR�UHYHQXHV�IRU�
ORFDO�JRYHUQPHQW�DV�D�EURDG�FDWHJRU\�RI�ERUURZHUV��:KLOH�LQ�DQG�RI�LWVHOI�D�GHEW�WR�UHYHQXH�
UDWLR�RI�����RU�JUHDWHU�GRHV�QRW�LQGXFH�¿VFDO�SDQLF��LW�GRHV�VLJQDO�FRQFHUQV�RYHU�OHYHO�RI�
GHEW�DQG�PRXQWLQJ�GHEW�VHUYLFH�EXUGHQV�RQ�FRPPXQLW\�KRXVHKROGV��DQG�WKH�SHUFHSWLRQ�RI�
FUHGLW�ULVN�LQ�WKH�PXQLFLSDO�ERQG�PDUNHW��
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¿QDQFLQJ�LV�WKH�GXDO�LPSDFW�RI�LQFUHDVLQJ�DQQXDO�ORFDO�JRYHUQPHQW�H[SHQGLWXUHV�ZLWK�GH�
FOLQLQJ�UHYHQXHV��GH¿FLWV���DORQJ�ZLWK�VXEVWDQWLDO�JURZWK�LQ�ORQJ�WHUP�GHEW���&KDUW�����:KLOH�
UHYHQXHV�GHFOLQHG�IURP������WR������ORFDO�JRYHUQPHQW�H[SHQGLWXUHV�DQG�ORQJ�WHUP�GHEW�
FRQWLQXHG�WR�LQFUHDVH�E\����SHUFHQW�DQG����SHUFHQW��UHVSHFWLYHO\��IURP������WR�������7KLV�
WUHQG�VXJJHVWV�GHFOLQLQJ�ORFDO�JRYHUQPHQW�LQFRPH�DQG�KLJKHU�GHEW�UHSD\PHQW�EXUGHQ��ERWK�
IDFWRUV�WKDW�LQÀXHQFH�FRPPXQLW\�FUHGLWZRUWKLQHVV�
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/RFDO�HOHFWHG�RI¿FLDOV��DQG�WKH�SXEOLF��VWURQJO\�VXSSRUW�WKH�JRDOV�RI�¿VKDEOH��VZLPPDEOH�ZD�
WHUV��DQG�IRU�JRYHUQPHQW�WR�SURYLGH�DFFHVV�WR�VDIH�GULQNLQJ�ZDWHU��&LWLHV�GHYHORSHG�DFURVV�
WKH�86�LQ�WKH�ODVW�����\HDUV�DUH�ULFK�LQ�WKH�KLVWRU\�RI�SURYLGLQJ�ZDWHU�UHVRXUFHV��7KH�PDQ\�
FRPSOH[LWLHV�RI�XUEDQL]DWLRQ�DQG�FRPPXQLW\�GHYHORSPHQW�KDYH�QRZ�UHVXOWHG�LQ�ORFDO�JRYHUQ�
PHQW�FRPPRQO\�SURYLGLQJ�WKHVH�HVVHQWLDO�SXEOLF�ZDWHU�VHUYLFHV�E\�HVWDEOLVKLQJ�JRYHUQPHQW�
HQWHUSULVH��7KH�HQWHUSULVH�DUUDQJHPHQW�UHVSHFWV�WKH�ZLGHO\�KHOG�YLHZ�E\�$PHULFDQV�WKDW�
ZDWHU�LV�D�FRPPRQ�JRRG�RZQHG�E\�HYHU\RQH��DQG�JRYHUQPHQW�VKRXOG�UHWDLQ�WKH�DXWKRULW\�WR�
GHOLYHU�LW�ORFDOO\�UHJLRQDOO\��RU�RYHUVHH�FULWLFDO�DVSHFWV�RI�KRZ�LW�LV�GHOLYHUHG�E\�DOWHUQDWLYH�DU�
UDQJHPHQW��3XEOLF�LQSXW�DW�FRPPXQLW\�PHHWLQJV�WR�GLVFXVV�SXEOLF�ZDWHU�UDWH�LQFUHDVHV�RIWHQ�
UHYHDOV�UHVHQWPHQW�RYHU�LQFUHDVHV��7KH�SXEOLF�FRQWLQXHV�WR�UHJLVWHU�VNHSWLFLVP�RYHU�VXVSL�
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H[FOXVLRQDU\�SULFLQJ�
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KDYH�VXJJHVWHG�WKDW�WKHLU�FRPPXQLWLHV�FDQQRW�NHHS�¿QDQFLDO�SDFH�ZLWK�LQYHVWPHQWV�VSXUUHG�
E\�XQIXQGHG�IHGHUDO�DQG�VWDWH�PDQGDWHV��DQG�WKH�WLPH�KDV�FRPH�WR�SULRULWL]H�LQYHVWPHQWV�WR�
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LQJ�ZDWHU�LQIUDVWUXFWXUH��XVHU�UDWHV�ZLOO�KDYH�WR�FRQWLQXH�WR�LQFUHDVH��<HW��WKH�IXQGDPHQWDO�
UHOLDQFH�RQ�KRXVHKROGV�DQG�WKH�QRQ�UHVLGHQWLDO�XVHU�FODVVHV�WR�DIIRUG�WKH�LQFUHDVHG�UDWHV�WR�
VXVWDLQ�H[LVWLQJ�LQIUDVWUXFWXUH�DQG�H[SDQG�ORFDO�UHVSRQVLELOLW\�WR�DFKLHYH�SURJUHVV�RQ�FOHDQ�
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KRXVHKROGV�LQ�FRPPXQLWLHV�DFURVV�WKH�86�WKDW�DUH�H[SHULHQFLQJ�XQHPSOR\PHQW�RU�GHFOLQLQJ�
LQFRPH�DUH�DOVR�H[SHULHQFLQJ�SXEOLF�ZDWHU�DIIRUGDELOLW\�FKDOOHQJHV��$�IUHVK�ORRN�DW�ORFDO�DI�
IRUGDELOLW\�DQG�QDWLRQDO�ZDWHU�SROLF\�LV�WLPHO\��
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