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By Ed Archuleta, Director of Water Initiatives at University 
of Texas at El Paso (UTEP) and Advisory Board Member to 
Water Smart Software; Former President and CEO of 
El Paso Water Utilities

There are a couple of things that nearly everyone in Texas 
can agree on.  First, that the weather will be unpredictable.  
In just the last couple of years, we have lived through peri-
ods of austere drought followed by periods of punishing 
floods.  In short, we can expect that our water supplies will 
remain variable and difficult to predict.  The second thing 
we can state with a high degree of confidence is that Texas 
will continue to experience growth.  With five of the nation’s 
eleven fastest growing cities, Texas’ population of 25 mil-

lion is expected to double by 2050 (less than 25 years from 
now).  That’s an astonishing rate of growth.  Providing water 
to this large population will be a challenge regardless of the 
current state of our supplies.

Consequently, improved water efficiency in Texas is becom-
ing a way of life to support ongoing economic growth in the 
face of steep population growth, and against the backdrop 
of unpredictable and relatively constrained water supplies.

There is, however, a serious financial challenge for the 
utilities responsible for providing us with clean, consistent 
supplies of water. Water rates are largely based on volu-
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metric usage.  This means that the more water we use, the 
more we pay, and the more revenue that the water utility 
can generate.  This allows utilities to invest in critical infra-
structure and continue to provide safe, reliable service to 
our growing towns and cities. However, when customers 
improve their water-use efficiency (which is critical to sup-
port future economic growth), utilities lose revenue which 
makes it difficult for them to maintain quality operations, let 
alone invest in future growth capacity. 

To address this imbalance of costs and revenue, many 
utilities are faced with the prospect of restructuring rates. 
A common approach is to incorporate usage tiers where 
a higher fixed fee is charged in the low volume tiers to 
generate sufficient revenue to cover operating costs and, 
ideally, a reserve for capital investment in infrastructure 
rehabilitation.  In effect, this type of rate change ‘decouples’ 
utility revenue from water sales and can help remove any 
disincentive for improved efficiency.

But charging more for basic water services comes with 
other challenges, particularly when it comes to affordability 
in providing water services to disadvantaged communities. 
To help address these challenges, thought needs to be 
given to both rate tier design and the implementation of 
Customer Assistance Programs (also known as CAPs) to 
address issues of financial stability and water affordability. 

Regardless of the rate structure, water needs to be offered 
affordably so that all members of the community can meet 
their basic needs at a cost that meets any budget.  What is 
considered affordable varies a little by state but, in general, 
if water and sewer services account for more than two per-
cent of household income it starts becoming ‘unaffordable.’ 

With a tiered rate structure, the lowest tranche should 
include a sufficient quantity of water for drinking, cleaning, 
washing, and bathing, but little else. It must also include 
meter reading and billing. This allows the most financially 
challenged families to meet their basic needs for health 
and safety. In addition, this tier should generate enough 
revenue to cover all the fixed and operating expenses of 
procuring, treating, and transporting water. The next tier 
should address mostly outdoor use for irrigation, and at a 
higher cost.  Some utilities may consider a third or fourth 
tier for excessive use (for very large yards, pools, or other 
non-essential uses).  This rate design approach ensures 
that everyone has enough of our most precious natural 
resource, but also allows the water utility to cover operating 
expenses and build up financial reserves for future infra-
structure investments.

But it doesn’t end there.  Water utilities must be proactive 
in their customer outreach to explain the important value 
of the water services they provide, and to recruit disadvan-
taged communities into CAPs. Yet reaching these commu-

nities can be difficult.  Low adoption rates for assistance 
programs are generally not an indication of a lack of inter-
est, but rather a lack of awareness, difficulty in completing 
program applications, or fear over the stigma associated 
with being a low income resident.

By using data to segment communities by income or geog-
raphy, utilities can engage in targeted outreach to those 
most in need.  In addition, by streamlining the application 
and approval process for CAPs as well as providing online 
options for improved convenience and anonymity, adoption 
rates will improve.

Finally, to ensure measured economic growth, targeted 
water-use efficiency programs can stretch limited sup-
plies further, augment affordability, and ensure sufficient 
resources in the long-term.

This sensible framework addresses the needs of water 
customers and the communities in which they live, but also 
accounts for the reality of growth in the Lone Star State.  
The biggest challenge is one of leadership.  Restructuring 
water rates inevitably leaves some winners and some los-
ers.  Some people will end-up paying more for their water 
services, particularly at the higher consumption tiers. But 
water is not just any commodity to be bought and sold.  It 
is a public good that we all depend on for our health, and 
ultimately, our lives.  We must collectively pay the true cost 
of these critical services while ensuring that the less fortu-
nate in our communities have access to sufficient supplies. 
This means our community leaders should acknowledge 
the important need to better manage our water, explain 
the value of the services it provides, and make the difficult 
decisions needed to ensure the future growth that we know 
is to come. H
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