
Overview of US Water Sector 
 
The broadly defined US water sector represented approximately US$124 billion in 
revenues in 2008, growing 4-5% over 2007 figures. Water utilities (about 70% 
public sector) and wastewater treatment works (more than 95% public sector) 
each account for about one-third of these annual revenues, with various 
equipment and services accounting for the rest. The Instruments and Analytical 
Service sub-sector accounted for approximately one percent of these revenues.  
 
In general, business conditions are satisfactory for US water sector participants, 
but there is clear concern for the impacts of the economy on the spending ability of 
their predominantly municipal, regional and federal funded, or at least federally 
driven customer base. The consensus among industry insiders is that there will be 
a fairly notable drop-off in growth rates, according to the more than 70 firm 
leaders who responded to Environmental Business Journal’s Water & Wastewater 
Market & Opinion Survey 2008.  
 
The US commercial water and wastewater utilities industry includes about 5,000 
companies with combined revenues of US$9 billion. Large companies include 
American Water Works, Aqua America, California Water Service and the US 
subsidiaries of major global player, including United Water (a subsidiary of SUEZ 
Environnement) and Veolia Water North America (subsidiary of Veolia 
Environnement). The industry is fairly concentrated: the 50 largest companies 
account for about 65% of the industry revenue. The commercial industry is small 
compared to the water and wastewater services operated by many regional and 
local governments in the US.  
 
Competitive Landscape  
 
Demand depends on commercial and residential water needs, which are related to 
population growth and to the level of economic activity. The profitability of 
individual companies depends on efficiency of operations, because prices are fixed 
by public utility commissions (PUCs). Large companies have economies of scale in 
operations and the ability to raise capital for infrastructure improvements. Small 
companies can compete successfully through superior engineering or by serving 
smaller, local markets. High barriers to entry, such as capital investments, can 
make the industry somewhat resistant to competition and many companies 
operate as de facto monopolies.  
 
Issues that affect water supply and sanitation in the US include water scarcity, 
pollution, a backlog of investment, concerns about the affordability of water for the 
poorest, and a rapidly retiring workforce. Increased variability and intensity of 
rainfall as a result of climate change is expected to produce both more severe 
droughts and flooding, with potentially serious consequences for water supply and 
for pollution from combined sewer overflows. Droughts are likely to particularly 
affect the 66 percent of Americans whose communities depend on surface water. 
As for drinking water quality, there are concerns about disinfection byproducts, 
lead, perchlorates and pharmaceutical substances, but generally, drinking water 
quality in the US is good.  
 
 



Cities, utilities, state governments and the federal government have addressed 
these issues in various ways. To keep pace with demand from an increasing 
population, utilities traditionally have augmented supplies. However, faced with 
increasing costs and droughts, water conservation is beginning to receive more 
attention and is being supported through the federal WaterSense program. The 
reuse of treated wastewater for non-potable uses is also becoming increasingly 
common. Pollution through wastewater discharges, a major issue in the 1960s, has 
been brought largely under control.  
 
Water supply and wastewater systems are regulated by state governments and the 
federal government. At the state level, health and environmental regulation is 
entrusted to the corresponding state-level departments. Public Utilities 
Commissions or Public Service Commissions regulate tariffs charged by private 
utilities. In some states they also regulate tariffs by public utilities. At the federal 
level, drinking water quality and wastewater discharges are regulated by the US 
Environmental Protection Agency, which also provides funding to utilities through 
State Revolving Funds. Most Americans are served by publicly owned water and 
sewer utilities. Eleven percent of Americans receive water from private (so-called 
“investor-owned”) utilities. In rural areas, cooperatives often provide drinking 
water. Finally, up to 15% of Americans are served by their own wells.  
 
Water consumption in the US is more than double that in Central Europe, with 
large variations between the states. In 2002, the average American family spent 
$474 on water and sewerage charges, which is about the same level as in Europe.  
 
Infrastructure  
 
The centralized drinking water supply infrastructure in the US consists of dams and 
reservoirs, well fields, pumping stations, aqueducts for the transportation of large 
quantities of water over long distances, water treatment plants, reservoirs in the 
distribution system (including water towers), and nearly 2 million miles of 
distribution lines. Depending on the location and quality of the water source, all or 
some of these elements may be present in a particular water supply system. In 
addition to this infrastructure for centralized network distribution, about 15% of 
Americans rely on their own water sources, usually wells.  
 
About 90% of public water systems in the US obtain their water from groundwater. 
However since systems served by groundwater tend to be much smaller than 
systems served by surface water, only about 35% of Americans (101 million) are 
supplied with treated groundwater, while 65% (195 million) are supplied with 
surface water. For a surface water system to operate without filtration, it has to 
fulfil certain criteria set by the US EPA under its Surface Water Treatment Rule, 
including implementation of a watershed control program. For example, the water 
system of New York City has repeatedly fulfilled these criteria.  
 
The centralized sanitation infrastructure in the US consists of more than 1.2 million 
miles of sewers - including both sanitary sewers and combined sewers - sewage 
pumping stations and over 16,000 publicly-owned wastewater treatment plants. In 
addition, at least 17% of Americans are served by on-site sanitation such as septic 
tanks. Publicly owned wastewater treatment plants serve approximately 190 
million people and treat more than 32 billion gallons per day, approximately 9,400 



facilities provide secondary treatment, 4,430 facilities provide advanced treatment, 
and 2,030 facilities do not discharge. There are approximately 175 facilities that 
provide a treatment level that is less than secondary. These include facilities with 
ocean discharge waivers, and treatment facilities discharging to other facilities 
meeting secondary treatment or better. 
 
Water Use  
 
Public water supply used 43 billion gallons per day in 2000 serving 242 million 
people, corresponding to 21% of total water use in the same year. Residential 
(home) water use accounts for 66% of publicly supplied water in the US, with the 
remainder being used by offices, public buildings, businesses and industry that 
does not have its own water sources. Residential end use of water in the US is 
equivalent to more than 1 billion glasses of tap water per day. Total water use was 
161 gallons per capita per day in 1996-1998 excluding leakage. Approximately 
60% is used outdoors for gardening, swimming pools, etc. corresponding to 101 
gallons per capita per day, and 42% is used indoors, corresponding to 60 gallons. 
The arid West has some of the highest per capita residential water use because of 
landscape irrigation.  
 
Per capita residential water use in the US is more than four times as high as in the 
UK and five times as high as in Germany. Only a small share of public water supply 
is used for drinking. According to one 2002 survey of 1000 households, an 
estimated 56% of Americans drank water straight from the tap and an additional 
37% drank tap water after filtering it. Approximately 75% of Americans said they 
bought bottled water.  
 
Service Providers  
 
Currently there are approximately 54,000 community public water systems in the 
US, which are either publicly owned, cooperatives or privately owned, serving a 
total of about 309 million in September 2010. Approximately 4,000 systems 
provide water in localities with more than 10,000 inhabitants, and the remaining 
50,000 systems provide water in localities with less than 10,000 inhabitants. In 
2010, 15% of Americans (45 million people) relied on their own water source, 
usually a well for drinking water.  
 
Utilities in charge of public water supply and sanitation systems can be owned, 
financed, operated and maintained by a public entity, private company or both can 
share responsibilities through a public-private partnership. Utilities can either be in 
charge of only water supply and/or sanitation, or they can be in charge of 
providing other services, in particular, electricity and gas. In the latter case, they 
are called multi-utilities. Bulk water suppliers are entities that manage large 
aqueducts and sell either treated or untreated water to various users including 
utilities.  
 
Approximately 90% of Americans served by a public water system are served by a 
public or cooperative entity. Usually public systems are managed by utilities that 
are owned by a city or county, but have a separate legal personality, management 
and finances.   
 



About half of American drinking water utilities, or about 27,000, are privately 
owned, providing water to 11% of Americans served by public water systems. Most 
of the private utilities are small but a few are large and are traded on the stock 
exchange. The largest private water company in the US is American Water, which 
serves approximately 15 million customers in 1,600 communities in the US and 
Canada. It is followed by United Water, which serves 7 million customers and is 
owned by the French firm, Suez Environnement. Overall, about 34 million 
Americans get water from a privately owned drinking water utility. In addition, 
20% of all wastewater utilities in the US are privately owned, many of them 
relatively small. In addition, more than 1,300 government entities (typically 
municipalities) contract with private companies to provide water and /or 
wastewater services. 
 
Some utilities in the US provide only water and/or sewer services, while others are 
multi-utilities that also provide power and gas services. There are also a few large 
bulk water suppliers in the arid Southwest US, which sell water to utilities. 
 
Regulation  
 
The economic regulation of water and sanitation service providers in the US 
(particularly in relation to the setting of user water rates) is usually the 
responsibility of regulators such as Public Utility Commissioners at the state level. 
While all investor-owned utilities are subject to tariff regulation only a few public 
utilities are subjected to the same regulation. In fact, only 12 states have laws 
restricting pricing practices by public water and sanitation utilities.  
 
The environmental and drinking water quality regulation is the responsibility of 
state departments of health or environment and the US EPA. National Primary 
Drinking Water Regulations (NPDWRs or primary standards) are legally enforceable 
standards that apply to public water systems. Primary standards protect public 
health by limiting the levels of contaminants in drinking water.  
 
The Safe Drinking Water Act (SDWA) is the principal federal law concerning 
drinking water. SDWA authorized the US EPA to promulgate regulations regarding 
water supply. The major parts are found in the Code of Federal Regulations. Parts 
141, 142 and 143 regulate primary contaminants, implementation by states and 
secondary contaminants. Primary contaminants are those with health impacts. 
State implementation allows states to be the primary regulators of the water 
supplies (rather than the EPA) provided they meet certain requirements. 
Secondary contaminants generally cause aesthetic problems and are not directly 
harmful. The SDWA also contains provisions that require water suppliers to 
develop emergency plans, water supply operators to be licensed and watersheds to 
be protected.  
 
Opportunities in Water Monitoring and Instrumentation  
 
The ability to monitor and track – and to understand the implications of – the 
physical and chemical composition of water is becoming increasingly critical. As a 
more informed public demands better information about its drinking water, as new 
and more comprehensive regulatory controls evolve, and as new contaminant 



effects are better understood, testing and monitoring requirements are sure to 
grow.  
 
This sector of the water business consists of numerous different components, 
including suppliers of fixed-base analytical laboratory equipment, in-line and field 
water-quality measurement devices, data analysis systems, water meters and 
various quantity measurement devices, data analysis systems, collection and 
transmission systems, and analytical software packages as well as providers of 
commercial testing and analysis services. Taken together, industry experts 
estimate that the water monitoring and testing business represents annual 
revenue of approximately $5 billion per year and is widely agreed that this area 
will be one of the most rapidly growing sectors within the water industry.  
 
There have been a number of developments over the past decade that have thrust 
the monitoring and testing business into the critical centre of the water industry. 
First and foremost, since the original passage of the Clean Water Act in the early 
1960s, there has been a gradually increasing level of public concern about water 
resources and water quality, and continuing thirst for better understanding of the 
impact of water quality on human health.  
 
This growing public concern has gradually translated into broader and more 
extensive water-quality regulation in the US and around the world. Today, most 
developed countries have comprehensive water pollution control regulations and 
compliance requirements, which require extensive testing and monitoring of water 
at each step of the treatment and distribution process. A key development is the 
dramatic advance in analytical technology. New capabilities now allow detection of 
chemicals in water at extremely low levels of concentration – parts per billion or 
even parts per trillion.  
 
This improving ability to identify ultra-low-level contaminants has led to a new 
level of concern about water quality. In many cases, there is little understanding of 
the potential impact, if any, of these newly identified contaminants and 
compounds. As the public becomes aware of ultra-low-level contaminants in 
drinking water supplies, a new round of concern – and additional testing 
requirements – will probably result.  
 
As part of the response to these trends, advanced real-time monitoring processes 
and dependable remote and field deployable instruments and monitors have begun 
to be used on a wide scale. In the past, a manufacturer only knew it had water 
quality problems when it began to produce off-spec product; the water utility knew 
it had problems after the local emergency room began to fill up. Today, both 
industry and utilities monitor in-coming source waters and treated discharge 
waters on a much more real-time basis, so that they can anticipate issues or 
problems rather than simply react to them after the fact. 
 
Changes affecting the water quality monitoring and testing market are also 
occurring on the industrial side of the business. Industrial processes that require 
ultrapure have perhaps the most demanding monitoring and testing requirements. 
For example, in the pharmaceutical and semiconductor industries, analytical 
devices can represent a significant portion of the capital costs of water treatment. 



Very sensitive devices with fast response times are required for analyzing ultra-
low-level potential contaminants.  
 
Increasing public awareness and better understanding of the impact of varying 
water quality will continuously translate into broader regulatory requirements. The 
increasing frequency of water shortages globally and growing concerns about 
water security imply greater demand for secure management and control systems, 
and the requisite data and analysis. Because the water industry is suffering from a 
growing shortage of qualified personnel, all forms for automation in water 
monitoring and testing will be a growing focus, to enable greater efficiency and 
productivity. 
 
 
 


