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Millions of Americans struggle to pay their
water bills: How a national water aid
program could work

November 29 2021, by Joseph Cook

Water prices in major US cities vary widely

Average monthly cost of water for a family of four using 50 gallons per person per day (6,000
gallons per month).
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Running water and indoor plumbing are so central to modern life that
most Americans take them from granted. But these services aren't free,
and millions struggle to afford them. A 2019 survey found that U.S.
households in the bottom fifth of the economy spent 12.4% of their
disposable income on water and sewer services. News reports suggest
that for low-income households, this burden has increased during the

pandemic.

Since 1981, the federal government has helped low-income households
with their energy costs through the Low-Income Home Energy
Assistance Program. But there had not been a national water aid program
until Congress created a temporary Low-Income Household Water
Assistance Program as part of the COVID-19 response. Now the House-
passed Build Back Better Act includes US$225 million for grants to
states and tribes to help reduce the cost of water services for low-income
households.

As an economist specializing in environmental and natural resource
issues, I'm encouraged to see this idea gaining support. But I also know
from analyzing efforts at the local level that these programs may be
ineffective if they aren't well designed. I believe the U.S. can learn
lessons from Chile, which has run an effective national water assistance
program for 30 years.

Flaws in US local aid programs

I have studied water and sewer customer assistance programs around the
world and developed a database of examples run by U.S. utilities in cities
including Seattle, Philadelphia and Baltimore. Although there are
hundreds of these programs, three major problems undercut their
effectiveness.

First, because utilities have to fund their assistance programs from their
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own budgets, they typically charge "non-poor" customers higher rates
and use those payments to subsidize low-income customers. State
regulations often forbid this, forcing utilities in those states to rely on
voluntary donation programs to fund assistance.

Second, in areas with high poverty, too many customers need help and
there are not enough non-poor customers to foot the bill.

Third, smaller and less well-funded utilities often do not have
administrative capacity or expertise to design and implement their own
customer assistance programs.

These challenges have spurred politicians and policy experts to call for a
federal program—a step that the Environmental Protection Agency's
National Drinking Water Advisory Council recommended back in 2003.

Learning from Chile's experience

Agencies such as the World Bank often cite Chile's water aid program as
a model. Here's how it works:

The program aims to ensure that households don't pay more than 3% of
their income for receiving a quantity of water to meet their essential
needs. There is no consensus among experts on what this "lifeline"
quantity of water should be, but Chile sets it at 15 cubic meters per
month—about 4,000 gallons.

Eligible customers apply to their city government every three years.
Once enrolled, they immediately see reductions in their bills, based on
their poverty levels, for that first 15 cubic meters of water use. Each
month, the water utility bills the city for subsidies it has provided to poor
customers.
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If households use more than 15 cubic meters of water per month, they
pay unsubsidized prices for whatever they use above that level. This
gives everyone an incentive to fix leaky pipes and appliances and
conserve water. Regulators who set water prices are not involved in
running the subsidy system or determining subsidy levels.

In the late 1990s, Chile launched a major expansion of its sewage
treatment plants. Water utilities raised their rates by 34% to 142%
between 1998 and 2015 to pay for this initiative. Because these rate
increases outpaced growth in income, subsidies grew by 54% over the
same time period. The takeaway: Chile found a way to pay for water and
sewer investment while still protecting the poor.

How a US water aid program might work

$10 MILLION IN PAST DUES: Charlotte customers got a break
for 19 months during the pandemic, but the moratorium on water
disconnections has now ended. #WaterBill #CL.T
#CoronavirusUpdates @RobinFox46 https://t.co/3ZGrDNziJY

— FOX 46 Charlotte (@ FOX46News) October 26, 2021

If the U.S. creates a national water aid program, key questions will
include who is eligible and how much water is an "essential" quantity for
households. The EPA estimates that an average U.S. household uses
approximately 9.000 gallons per month, but one-third of this is for
gardens and lawns. Reliable national data on U.S. household water usage
is nearly nonexistent, and there is no estimate of how much water low-
income households use.

Program managers would need to collect information on utility water
and sewer pricing structures, put it in a database and couple it with
census data to estimate the number of eligible households in each state.
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To estimate what a program like Chile's might cost here, my team at
Washington State University compiled a database of water and sewer
rates as of December 2019. We included all U.S. cities with populations
over 100,000, at least two cities per state, and made assumptions about
rates for smaller cities and towns.

We estimate that a program covering the full cost of 4,500 gallons of
water per month for households at or below the poverty line would cost
approximately $11.2 billion annually if 70% of eligible households
participate. In total, we estimate that 11.8 million households would
receive an average subsidy of $67 per month.

Our project website includes a calculator tool to estimate the annual
federal cost based on different assumptions about eligibility,
participation, the "essential" water quantity and the percentage discount
on water bills.

Another approach: Add money to SNAP payments

Public policy scholar Manny Teodoro has suggested another way to
deliver water aid: topping up support that people receive to buy healthy
food through the Supplemental Nutrition Assistance Program, or SNAP.

This idea builds on a well-known program with a long track record. Low-
income households would not have to file new paperwork to receive
benefits. Delivering water aid this way could help renters, whose water
costs often are rolled into their rent, and rural residents who use well
water and have to pay for water treatment and maintenance costs out of
pocket.

It would place less of an administrative burden on the large number of
small U.S. water systems serving fewer than 500 people. And it could be
quickly implemented by adding water providers as approved vendors for
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electronic benefit transfer (EBT) card payments.

Eligibility for SNAP is set at 138% of the poverty line, and an estimated
84% of eligible households participate. With these parameters, we
estimate that a program covering 100% of the cost of 4,500 gallons of
water per month would cost $17 billion annually. The main weakness of
this approach is that water and sewer rates vary across the country, so it
risks providing too much or too little assistance to low-income
households depending on where they live.

Getting water prices right for everyone

Access to a safe and affordable water supply and sewer services is
codified in the U.N."s Human Right to Water and Sanitation. The U.S. is
a wealthy country, and my research group's estimates show that the cost
of a targeted program to help the poor pay their bills is reasonable.

Without federal funding, poor and marginalized households will
continue to fall behind on their bills and experience the indignity and
health risks of having their water turned off.

At the same time, the U.S. needs to make major investments in its water
and sewer infrastructure and manage the effects of drought and climate
change. Economists broadly agree that water should be more expensive
in many places to give local governments and ratepayers incentive to
conserve and plan for a water-scarce future. I believe Chile's experience
shows how a national program can preserve this signal while directing
most of its water sector subsidies toward protecting the poor.

This article is republished from The Conversation under a Creative
Commons license. Read the original article.
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