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results should not be cited, 
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http://mannyteodoro.com

Principles of measurement

Provide for basic volume

Account for other essential living costs

Focus on low‐income customers
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The conventional approach

≤ 2%
Average Water Bill

Median Household Income

Affordability
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(Household income – non‐water essential expenses)

(Cost of basic per capita water + sewer service) x Household size

Basicwater & sewer cost as % disposable income

Affordability Ratio (AR)

Affordability Ratio (AR)

(Household income – non‐water essential expenses)

(Cost of basic per capita water + sewer service) x Household size

Affordability Ratio, 20th income pcntle
(AR20)

Basicwater & sewer cost as % disposable income
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Hours at Minimum Wage (HM)

Hourly minimum wage

(Cost of basic per capita water + sewer service) x Household size

Basicwater & sewer cost in hours at minimum wage

Principles of measurement

Provide for basic volume

Account for other essential living costs

Focus on low‐income customers
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Example: Dallas, TX (2017)

Monthly income, 20th income percentile $1,548.75

Estimated monthly essential expenses 864.11

Disposable monthly income $684.64

AR20 8.74%

Basic monthly water & sewer cost (6.2 kgal) $59.82

Example: Dallas, TX (2017)

Minimum wage $7.25

HM 8.25

Basic monthly water & sewer cost (6.2 kgal) $59.82
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• Randomized, stratified sample

• Municipal, special district, investor‐0wned

• No territories

• N= 329

Affordability in United States | 2017

National average = 9.7

AR20
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National average = 9.6

HM

California subsample

17 municipal
13 special district
12 investor‐owned
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California average = 6.0

AR20

CA

California average = 7.7

HM

CA
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Local Government vs. Investor‐Owned

Govt GovtIOU IOU

CA

Correlates of affordability
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AR20
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Local Government vs. Investor‐Owned

Rate design & affordability



1/17/2019

13

Mean Affordability by Rate Structure

AR20
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So what’s affordable?
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How much should 
households of limited means 
have to pay for water ?

What sacrifices 
should a low‐
income household 
have to make to pay 
the water bill?

Citizens’ Water Rate 
Advisory Committee
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AR20 ≤ 10.0%        HM ≤ 8.0
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Principles for practice

 Measure meaningfully

 Set goals & standards

 Compare across time, not utilities

Manny Teodoro

Texas A&M University

mteodoro@tamu.edu

@MPTeodoro

http://mannyteodoro.com


