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INTRODUCTION 

 

Water utilities are in the midst of significant change.  While the degree of pressure for 

change that individual utilities is experiencing varies, the industry faces the complex set 

of market, cultural, technological, and political pressures, such as a shortage of 

infrastructure funds, political gridlock on water allocation, and coping with growth in 

water-short regions. Preparing for change requires understanding those trends and their 

implications.  Managers and governing boards that foresee and act on such trends will be 

best positioned to successfully lead their utility.  

 

In order to characterize and respond to these trends, in the year 2000 the American Water 

Works Association Research Foundation (AwwaRF) commissioned a study of such 

trends and what they mean for water utilities. That project tapped the experience of water 

industry leaders and futurists, and identified and documented key trends that have been 

used by water utilities and their associations in their planning processes.  Due to the 

acceleration of many key trends over the past four years, and the emergence of factors 

such as better information on climate change, crises in energy markets, and terrorism, this 

study was updated in 2004 by AwwaRF to provide water utility managers with a current 

strategic planning tool.  This latest project used new trend research, futurists and future 

scenario development and is again engaging national water utility leaders to debate these 

trends and develop strategies for future utility success.   

 

The consultant team (McGuire Environmental Consultants, Inc. and Competitive 

Advantage Consulting, Ltd.) developed a detailed paper documenting trend data in key 

areas of concern for water utilities, namely population and demographics, health and 

medical advances, regulations, climate change, total water management, employment and 

workforce trends, customer expectations, information technology, drinking water 



treatment technology, energy, automation, information technology security, physical 

security, current economic issues, utility finance/infrastructure, politics, regionalization 

and private sector involvement in water. 

 

This paper is one of a series to be published in Journal AWWA during 2005, and 

summarizes the project’s findings on trends in customer expectations and service. 

 

BACKGROUND 

 

From where do customers get their information on water-related matters? 

 

It was reported in the previous strategic review that 61 percent of respondents get their 

information on water quality from the media while 34 percent get it from their water 

supplier (National Environmental Education and Training Foundation (NEETF), 1999). 

A 2004 report by the same organization found that this trend had intensified; more 

children (83%) get environmental information from the media than from any other 

source, and that for most adults, the media is the only source of environmental 

information.  

 

But how accurate is this information? 

 

NEETF found that while people in the US count on safe drinking water, few know where 

their water comes from, what may be threatening its quality, or what actions are 

appropriate to protect its source. And according to its latest report, environmental literacy 

in general and water in particular is very poor. 

 

Unfortunately, the research also showed that people also think that they know more about 

the environment than they actually do. Data show a steady pattern of environmental 

ignorance even among the most educated and influential members of society; the research 

showed little difference in knowledge levels between the average American and those 

who sit on governing bodies, town councils and in corporate board rooms. 



 

What sort of Information are People Hearing in the Media?  

 

Unfortunately, there are plenty of articles with bad PR for public water supply providers. 

Prominent contaminants include MTBE, Arsenic, Lead, Chromium 6, and Perchlorate. 

 

The cumulative effect of these news items is a massive shift in drinking water 

consumption patterns: half of the US population now drinks bottled and/or filtered water 

regularly. The cost of this shift is high, with the amount spent on bottled water and 

POU/POE devices now approximately the same as the total revenue of water utilities 

across the country. That is, Americans as a whole are now “paying twice” for drinking 

water. 

 

Research Findings on Consumer Expectations and Satisfaction with Public Water 

Supply 

 

Recent AwwaRF research shows that water utility customers expect: 

 

 A focus on customers’ needs, eg being listened to 

 Courtesy and respect, eg not calling customers by their first name 

 Knowledgeable representatives, who also do not pretend to know something they 

do not 

 Good quality water (but taste is not equated to safety, that is, even if people do not 

like the taste they do not automatically conclude it is unsafe to drink) 

 Complete restoration of property when any on site work is done 

 To be able to speak with a live person rather than being forced to use an 

automated system 

 

The research also shows that consumer satisfaction with tap water is relatively high in the 

United States. Yet increasingly, segments of the population – particularly consumers on 



the east and west costs, and those under age 30 – seek bottled and/or filtered water as 

their primary drinking water source.  

 

Consumption of bottled and filtered water varies widely by region, with 80% or more of 

people on the west coast, the southwest and part of the southeast drinking bottled and/or 

filtered water. In contrast, in the Midwest, such consumption in some areas is limited to 

only 20% of the population. 

 

Other highlights from the AwwaRF research include: 

 

 86% of Americans are concerned about their tap water  

 By 2003, 48% of the American public was using either a POU/POE device or 

bottled water while at home (up from 41% in 2001) 

 Safety was the primary motivator for filtered water drinkers.  

 Bottled water drinkers were divided between taste, safety, and healthiness as their 

motivation for drinking this product 

 

What is of interesting about these statistics is that only about 5% of the 55,000 water 

treatment systems in the U.S. ever exceed any USEPA maximum contaminant level 

(MCL) standard. Furthermore, 75% of all MCL violations are a result of 

monitoring/reporting practices and are not necessarily related to actual drinking water 

quality. It is a paradox that despite the safety of the nation’s drinking water, how the 

public receives its information on water is generating increasing distrust of the public 

water supply. 

 

Research also revealed that utility managers tend to overestimate consumer satisfaction 

and underestimate the level of importance consumers place on tap water safety. In 

addition, most customers cannot remember receiving CCRs; they are not effective in 

conveying quality information. 

 

Trends in Bottled Water Consumption and Home Treatment 



US per capita consumption grew from 10 gallons to 23 gallons from 1993 to 2003. 

 

By 2003, the total volume of bottled water sold in the US exceeded 6 billion gallons, 

continuing the steady 10% annual growth trend seen for the past decade. At estimated 

retail prices, the amount paid by US consumers for bottled water is now similar to the 

total annual revenue of America’s drinking water utilities. Recent AwwaRF research also 

found that people do not generally object to the price of bottled water.  

 

While this volume is insignificant regarding water sales by utilities, it indicates a 

willingness to pay, at least for some consumers, for better tasting water and/or 

perceptions of health and safety. And the growth trend may not be over for some time: 

despite the US being the world’s largest market for bottled water, its per capita 

consumption ranks only #13, with Italians consuming 48 gallons per capita annually, 

Mexicans 42 gallons and the French 39 gallons. 

 

These facts may be useful to point out to municipal officials who fret over any rate 

increase at all. 

 

How does satisfaction with water utilities compare to other organizations? 

Customer satisfaction with the goods and services they purchase in the US today is the 

highest since the second quarter of 1995, according to a report released in Feb 2004 by 

US Bottled Water Consumption
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the American Customer Satisfaction Index (ACSI). Overall satisfaction ticked up .3 

percent to 74 (out of 100), continuing a strong two-year upward trend. 

 

In comparison, AwwaRF research in 2003 found that consumers gave water utilities an 

overall score of 73 for service, putting water utilities roughly on a par with the average 

private sector organization and slightly higher than the average federal agency (which 

scored 71, according to the ACSI). However, the taste of tap water came in for criticism, 

which reinforces other research on why people drink bottled water and/or use POU/POE 

treatment. 

 

What are Customers Looking for from the Utilities that Serve Them? 

Various research shows that utility customers place a high importance on all of: 

 

 Accurate, understandable bills and convenient payment options 

 Accessibility by phone and resolution of issues on the first call 

 Quick response time to problems and attentiveness to customer problems 

 Knowledgeable, friendly employees 

 Value for money 

 

In addition, successful customer service organizations typically place an equal emphasis 

on customers and on the employees that serve them. This is because in competitive 

markets, customers leave mostly due to perceptions of indifference displayed by 

suppliers’ employees. Other issues are not usually fatal as long as employees are trying to 

help. In turn, employees leave mostly due to a poor relationship with their supervisors, 

and also commonly because of problems with work/home balance, the amount of 

meaningful work, the level of co-worker co-operation, and the level of workplace trust. 

Therefore, leaders in customer service typically place a high emphasis on such employee 

factors, not just factors that directly affect customers.  

 

IMPLICATIONS 

 



Consumer education and perceptions of drinking water quality 

As already mentioned, the general population, including those who sit on governing 

bodies and town councils, has a very limited knowledge of water-related matters, and 

much of what it thinks it knows is inaccurate.  

 

Furthermore, there is a growing level of distrust by Americans in regards to their tap 

water safety, fuelled by media stories that are not being counterbalanced by consumer 

confidence reports (CCRs) or other utility communication. Without reversing this trend, 

the reputation of being the public provider of clean, safe water is likely to continue 

eroding, and the water sector’s ability to influence water policy, such as on infrastructure 

spending and rates, will diminish.  

 

The challenge for the water profession is how to come to grips with this combination of 

ignorance and the powerful hold the media has on public environmental awareness. The 

implication for funding requests that would cause rates to increase, proposals to 

regionalize, etc is obvious: the water industry must do a better job of consumer education 

and outreach. And in the special case of governing boards, better education is imperative. 

 

The level and continued growth of bottled water/POU treatment also implies that 

consumers are willing and able to pay for better quality water (or such perceptions). The 

industry needs to convince customers that paying reasonable rates is a cheaper alternative 

to paying for bottled/home treated water. 

 

AwwaRF research also finds that customers who say they are "very informed" on water 

quality issues are more likely to be satisfied with their utility's performance. Informed 

customers, in turn, are less likely to report errors on their bill, problems with taste and 

odor, or safety concerns with their tap water. This finding suggests that communicating 

with consumers to educate them may increase customer satisfaction, as well as 

countering media inaccuracies. 

 

Customer service and satisfaction 



A 2001 ACSI report implied that water utilities’ customer satisfaction can increase by 

emulating practices of leading private sector organizations: it found that the IRS had 

improved its satisfaction rating by adopted some of the private sector's techniques, such 

as actively listening to their customers then changing processes, reallocating resources 

and focusing technology to enhance the overall tax-filing experience. 

 

J.D. Power and Associates’ 2003 Gas Utility Residential Customer Satisfaction Study 

found that customer satisfaction is highest among those who believe their gas utility 

performs well in providing pricing and payment options. While 75% of consumers pay 

their gas utility bill through the mail or by visiting their utility, 90 % of customers would 

prefer to pay through an alternative method, such as the Internet, payment agency or 

automatic deduction from their bank account. If similar conclusions can be inferred from 

this research, improving payment options, and the prospect of managing water costs 

through usage management, will boost customer satisfaction. 

 

Energy utilities also frequently mention achievement of high levels of customer 

satisfaction as key strategy to obtain rate increases. This implies that investment in 

customer service improvements is an investment in utility sustainability. 

 

STRATEGIES 

 

Improve Communication with Customers and other Stakeholders 

The water industry needs to become much more active in providing accurate water 

quality-related information to the public, to counter inaccurate perceptions and mass 

media misinformation. This is too great a task for individual utilities and therefore needs 

to happen at an industry level. Also, individual utilities should enhance their CCRs as a 

mechanism to provide relevant water information in lay terms and to build confidence in 

public water supply. 

 

Water utilities need to keep their community leaders abreast of water-related issues so 

that reasonable funding requests are approved, issues are kept in perspective, 



misinformation is countered, etc. Water utilities also need to recruit informed people to 

sit on their governing bodies, and also educate these people on relevant issues, to ensure 

that decision-making occurs in an informed atmosphere.  

 

Improve Customer Service 

Water utilities should maintain a high level of customer service in order to build 

confidence in the organization. They should also strive to keep up with customer service 

best practices from other industries. In particular, water utilities should organize 

processes around customer needs not internal convenience. Examples include resolving 

problems timely by providing CSRs with the tools to resolve most problems on the first 

call, and providing convenient appointment windows.  

 

In order to keep pace with rising standards for customer service, water utilities need to 

use technology to improve service while reducing cost. Such technological advances are 

happening at some water utilities, despite a “cash strapped” environment, which is a good 

sign. 

 

Water utilities should focus on using the Internet and IT to support high service and 

lower costs. Leading energy utilities have made technologies such as Web self-service 

and interactive voice response (IVR) a focus of improvement efforts. Energy utility 

customers now expect to be able to access information regarding accounts, view and pay 

bills, prepare a home energy audit, and obtain information on energy-saving appliances or 

home modifications. Energy utilities have also used this expansion of payment options 

and self-service information as an opportunity to close business offices.  

 

Water utilities should offer Internet billing and flexible payment options, such as direct 

debit, on-line credit card payments, check by phone, and payment through 3rd party 

agents such as banks.  

 

Water utilities should also use IVR systems to provide information such as bill and 

payment information and directions and office hours, and many options such as the 



ability to extend payment due date, enter a meter reading, and make a change to property 

ownership details.  

 

Rates 

Water utilities should charge the right price for water that meets customer expectations, 

and subsidize low-income customers only. Ideally, water utilities should also get their 

customers used to regular small rate increases, say automatic CPI, to prevent the need for 

rate “hikes”. 

 

Water utilities should also provide creative ways for customers to manage their water 

usage and bills, especially as rates rise. Putting more control over bills in the hands of 

customers has been shown to improve their satisfaction. 

 

Improve Customer Contact Handling 

Research shows that customers are happiest when their calls are resolved on the first call, 

even if the average time per call is higher. Leaders in customer service provide 

comprehensive information to customer service representatives (CSRs), including 

instantaneous meter reading where the type of AMR system allows it, as well as access to 

other systems such as work management systems. The average speed of answer is also 

important, and the acceptable time seems to be coming down. Commercial call centers 

aim for very low answer speed, in the seconds, while leading utilities aim to answer calls 

in 20 seconds or less. 

 

Other actions that water utilities can take to improve the customer experience on the 

phone include better selection and training of CSRs, close monitoring of call handling 

quality and feedback/rewards to CSRs, allowing CSRs to work at home, and otherwise 

having an emphasis on making CSRs feel valuable.  

 

Pool CSRs with OTC/back office personnel 

Especially for small/medium-sized utilities, this strategy has been shown to improve 

service while reducing cost. These utilities have the same personnel responsible for many 



or all of handling customer calls, billing, collection, outage reporting and dispatch, and 

back office work. In other cases, part-time agents, including agents working from home, 

help provide coverage during breaks, training sessions, and peak work times.  

 

Track performance using commonly accepted measures 

By using industry standard performance measures to both track internal trends and also 

compare with other organizations, utilities can better identify areas to improve and justify 

the associated costs. A set of over 100 such measures is available via the AwwaRF web 

site wisebenchmarks.org. 

 

Implement automatic meter reading 

Utilities are seeing both tangible and intangible benefits from this technology. Depending 

on the technology chosen, benefits can include not only the elimination of manual meter 

reading, but also the elimination of estimated reads (which reduces the call center 

workload considerably), the ability for high bill complaints to be resolved by the CSR 

while the customer is on the phone, the ability to read meters as frequently as desired, 

improved accuracy of large meter reads, the elimination of manual checks, automatic 

theft of service detection, and leak detection on customers’ premises. 

 

Some of the newer AMR technologies offer a better business case and more features than 

the earlier drive-by systems. Future uses of AMR technology could see time-of-day 

pricing for water and options to help consumers manage their (larger) water bills.  

 

Water utilities should also share an AMR system with local energy utilities where 

possible, which spreads the cost and offers even more customer service features. 

 

Provide Special Services for Industrial and Commercial Customers 

Business customers have less patience than residential customers with waiting time, and 

have specialized needs. Customer service leaders strive to answer calls from business 

customers with no waiting time. Leading utilities are providing business customers with 

dedicated CSRs, special toll-free numbers to dial in, bypassing the IVR and connecting 



directly to business specialists that function like phone based key account representatives. 

Business customers are also more attuned to voice mail than waiting in a queue, so 

providing that option is valuable to them as long as they know they are dealing with 

specialists. 

 

Other special services for business customers include Web-based methods for builders 

and contractors to submit requests for service to new homes, to obtain an easy way to 

check on the status of service requests, to update common job status information and to 

provide information about issues or concerns related to the installation of services. 

 

Therefore, larger water utilities should set up dedicated services and access for business 

customers, while smaller water utilities should consider providing such services in 

conjunction with other local or nearby utilities. 
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