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There is widespread agreement that water and wastewater
services are vital to the sustainability of a community, but
small rural towns face considerable and persistent challenges
in developing and maintaining them. Small water and sewer
systems!' face mounting pressures and increasingly difficult
decisions. They must juggle the cost of meeting ever more
stringent regulations under the Safe Drinking Water and Clean
Water Acts with the need to deliver affordable service to their
users while remaining financially viable. The cost of compli-
ance increases as the technology required to meet standards
becomes more sophisticated, resulting in continually rising
capital and operating costs. In the end, rural residents pay, on
average, three to four times more than their urban counterparts
for these services?.

Meanwhile, the gap between infrastructure needs and available
federal and state supportive resources continues to widen as
more systems reach the end of their useful life and the demand
for new systems in previously unserved areas escalates.

One of the much-touted solutions to this problem is restructur-
ing or combining small water and wastewater systems, creating
economies of scale. There are documented benefits to regional-
ization, but a number of barriers prevent systems from pursuing
regional approaches. Federal and state governments should
take steps to help eliminate barriers and encourage cooperation
and collaboration among water and wastewater providers.

Small Systems Issues

Over the past several years, various organizations have es-
timated the total nationwide need for water and wastewater
infrastructure capital improvements in the foreseeable future.
The U.S. Environmental Protection Agency (EPA), the Water
Infrastructure Network (WIN) Coalition, and the Congressional
Budget Office, to name a few, have tried to quantify the gap that
exists based on current spending levels. While the estimates

of this gap vary, ranging from over $11 billion annually? to
over $23 billion annually,* there can be no doubt that the gap is
significant. For small systems alone, EPA has estimated capital
needs of over $34 billion for drinking water® and over $16 bil-
lion for wastewater.

Significantly, federal investment in water and sewer infra-
structure has fallen nearly 70 percent since 1980, while local
investment has nearly doubled.7 Far more federal assistance is
offered today in the form of loans rather than grants, meaning
that a community’s customers ultimately bear more of the costs
directly.

Small systems simply do not have enough users to create suf-
ficient economies of scale to make projects affordable without
a significant infusion of federal and state dollars. A shrinking
pool of federal resources to develop or upgrade facilities means
that funding is less readily available and more competitive.
EPA estimates that the small system need is more than $3,300
per household through the year 2015, compared to $790 per
household for large systems.?

There are approximately 53,000 community water systems in
the U.S. today, and of these, over 44,000 are small systems?9.
The number of public water systems more than tripled in the
decades from 1963-1993,'° and since that time there has been
only a negligible decrease in the number of small systems'".
Small water systems account for 86 percent of the systems that
are out of compliance with the Safe Drinking Water Act, and 81
percent of the MCL (maximum contaminant level), or health-
related, violations.'?

On the wastewater side, approximately 74 percent of publicly
owned facilities serve populations under 10,000, and 62 percent
serve populations of 3,300 or less. A full two-thirds of all iden-
tified need for wastewater collection and treatment is for small
communities, and of the new wastewater treatment facilities
that will replace on-site systems, 75 percent will serve fewer
than 1,000 customers.'?

Approximately 30 percent of small water systems have operat-
ing expenses greater than their revenues. Many are not finan-
cially sustainable as currently operated.' This figure does not
include debt service, nor does it take into account those systems
that are barely making revenue meet expenses and thus have
few reserve or emergency funds. Moreover, many systems
delay needed maintenance because expenditures are based on
current revenues rather than system needs.

At least some of the problems encountered by small systems
can be attributed to the fact that the majority of small, publicly-
owned systems are managed by volunteer utility boards whose
members seldom have formal training in utility management
and may lack skills in effective decision-making, dealing with
conflict, working with groups, building consensus, and strategic
planning. Frequently they do not have a clear understanding
of their essential role in the continued viability of the system.
The fact that there is often a considerable amount of turnover
in the leadership of rural communities compounds this problem
and results in frequently shifting priorities, lack of institutional
memory, and limited transfer of knowledge and skills. This
problem is particularly acute since many small communities
have no paid professional staff that can fill these gaps.

Perhaps EPA’s Office of the Inspector General summed up
small system challenges best, stating, “Small drinking water
systems face myriad challenges to assure good water quality
and protect public health now and into the future. These chal-
lenges, whether they are financial/management or regulatory/
compliance, are interrelated, have existed for some time, and
will continue.”"

Why Regionalization?

Regionalization can mean many things, ranging from the physi-
cal interconnection or consolidation of two or more systems,

to administrative solutions such as cooperative purchasing,
contract operations or billing, and numerous other coopera-
tive ventures. Many small communities erroneously believe
that regionalization always results in “giving up” their water

or wastewater system, making it a tough sell to many systems.
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EPA developed a system partnership spectrum to show the
range of possibilities available to small systems, as shown
above.

Regionalization typically results in lower overall operation and
maintenance costs for the users of the system. A 2004 study

of economies of scale in community water systems found that
consolidating small systems into a large system could gener-

ate significant efficiency gains,'® as large systems experience
lower unit costs in the production and delivery of water. While
research has shown that there is a limit to these scale econo-
mies, the limits are generally reached in very large systems
spread over a wide geographic area due to the increased costs of
transmission and distribution."”

As arule, larger facilities have greater technical, managerial,
and financial capacity, which increases the likelihood of meet-
ing existing and developing regulations while maintaining a fis-
cally sound operation. Having a larger customer base generally
enhances a system’s ability to attract and retain qualified staff,
offer more sophisticated treatment, better respond to emergen-
cies, and provide more reliable service. Systems with greater
capacity are in a better position to manage their assets and
achieve full cost pricing, which should result in these systems
having the capability to finance more of their own improve-
ments over time, potentially necessitating less federal invest-
ment in the future. In addition, while the initial capital outlay
may be significant to create regional systems, it is frequently
less than the cost of financing multiple small facilities.

Other potential benefits include the ability to plan on a water-
shed basis, and the reduction of environmental impacts as dis-
charge points are reduced and less land is utilized for treatment
facilities. With fewer facilities to monitor, regulators can better
focus on compliance and ensuring water quality.

According to EPA data, the majority of water systems are within
five miles of the next closest system, as shown below

Distance to Next Closest Water System
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o
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2%
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Source: System Partnership Solutions to Improve Public Health Protection, USEPA 2002

Therefore, at least purely from a geographic perspective, there
are ample prospects for consolidation or coordination among
systems. Of course, this is not true in every state, particularly
those that are less densely populated, but the data suggest that
there are many missed opportunities.

Increasingly advanced treatment technologies are required to
meet rules in both water and wastewater. The number of drink-
ing water contaminants regulated by the EPA was approximate-
ly 25 in 1980, compared to more than 150 in 2000."* Indeed,
when Congress passed the Safe Drinking Water Act, legislators
anticipated the development of regional water systems that
could better afford the technologies that would be necessary for
compliance with the Act."

Market forces are gradually pushing systems toward greater
regionalization. Expectations on the part of the public are
increasing regarding the quality of their drinking water and en-
vironmental protection,” and there will be a greater need in the
future for utilities to engage customers to foster communication
and trust. Furthermore, a combination of population growth,
climate change, impaired water resources and other environ-
mental issues is driving a trend toward total water management,
which means that utilities that have previously operated in rela-
tive isolation will have a need for greater cooperation.?!

According to David Rager, Director of Greater Cincinnati
Water Works, an issue that may drive larger utilities toward
offering regionalization options to smaller systems is the
significant downturn in consumption that many large utilities
are experiencing in some areas. Reduced water usage can be
attributed in part to the loss of large water users such as major
manufacturing facilities that have closed and/or moved their
operations. Less consumption is good news from a conserva-
tion perspective, but also translates to a loss of revenue — bad
news in an industry in which fixed costs constitute a significant
portion of operating expenses. Therefore, larger utilities need
to find creative ways of generating additional revenue, and this
may provide the incentive needed to reach out to neighboring
smaller systems.*

Barriers to Regionalization

While it is clear that there are a number of ways small systems
can benefit from regionalization, it is difficult to find credible
evidence or statistics on the degree to which it is occurring. In
looking strictly at the number of small systems, EPA’s most
recent data indicate that while the number of water systems
serving populations under 500 has recent data indicate that

Affordability and Capacity Issues of Small Water and Wastewater Systems: A Case for Regionalization of Small Systems 3



that while the number of water systems serving populations
under 500 has declined, this decline was offset by an increase
in the number of systems serving 501-3,300.> However, if one
considers regionalization in the broader sense (i.e. restructuring
administrative functions or pursuing cooperative ventures), it
may be happening at a faster pace. The number of contracts for
operation of publicly owned systems tripled between 1997 and
2002.>* Even so, this still represents a relatively small number
of systems. There are many reasons why this is the case.

Barriers to regionalization of small systems include everything
from local perceptions to geographic realities and many other
factors. At the local level, barriers include fears regarding the
loss of autonomy, and lack of knowledge about what regional-
ization means and all of the options that are available. Barriers
at the state level include the absence of a coordinating entity
that can promote regionalization and help communities develop
a process to make it work, the lack of state leadership and
support for regionalization, and the lack of communication be-
tween funding sources. Finally, there are tangible barriers such
as large initial capital outlays for regional systems, geographic
distances between systems in sparsely populated areas, and the
deteriorated condition or small size of some systems that are
not easily overcome. These barriers are discussed in detail in
the sections below.

* Loss of local control

The most persistent barrier to regionalization is the fear that
loss of control of the water or wastewater system will be
detrimental to the community. These are vital public services,
and local officials have concerns that regionalization of their
water or sewer systems will inhibit their economic development
efforts, create uncertainty of supply in difficult times such as
drought or other crises, or that user rates will be set at higher
than reasonable levels. This concern is well documented in the
literature, and the experience of RCAP field staff bears it out.

These fears are not altogether unfounded. In cases where
smaller communities must rely on nearby larger communities
for services, it is not uncommon for the larger systems to press
their advantage, sometimes charging inordinately high rates for
their services. Communities often establish surcharges for serv-
ing areas outside their corporate limits to encourage annexation,
and sometimes utilize the same policies when considering serv-
ing another community. There is a definite “us” and “them”
mentality, frequently related to historic rivalries. The commu-
nity providing the service may also view it as an opportunity to
subsidize its own users’ rates by collecting more revenue from
the other system.

A case study of a small community that received RCAP
services is illustrative of this problem. Community A, with a
population just over 250 people, needed to install a centralized
wastewater treatment system to replace failing on-site systems.
Neighboring community Z (with a population just under 2,000)
was within four miles and had a sewer system with excess
capacity and relatively high rates from a recently mandated
upgrade. Clearly both communities stood to gain from

cooperation, as Community Z could generate needed revenue,
while Community A would benefit by saving both capital costs
and long-term operation and maintenance costs. They negoti-
ated a long-term contract and Community A constructed a
collection system to convey wastewater to Community Z for
treatment. However, four years into the contract, a new ad-
ministration in Community Z felt they could gain significantly
more for their services and despite a clear contract, more than
doubled Community A’s treatment rate. Community A’s users
already pay in excess of $60 per month for sewer services, and
substantially increasing rates is not an option. Although they
had a contract that protects them against such arbitrary increas-
es, community A will be forced to incur legal fees and time to
remedy this situation — a significant problem for a community
with no full-time staff and a general annual operating budget of
under $40,000.

These problems tend to occur more frequently when a com-
munity is purchasing services from another community that has
control of the system. Such situations are less common and can
often be avoided altogether by the creation of regional entities
that allow for shared control, with representation from all of the
communities served. However, the creation of such districts
can itself be costly and is not practical in every situation, par-
ticularly where systems already exist and there is little incentive
for them to be incorporated into a regional entity.

Such problems may also be alleviated by regulatory oversight
of rates and service by public utility commissions, but munici-
pal systems are not regulated in most states, and in many cases
no agency is responsible for oversight of these issues. Primacy
agencies for water and wastewater are responsible for ensuring
that environmental regulations are met, but typically have no
authority over other areas of system operations.

In West Virginia, the Public Service Commission (PSC) over-
sees rates for all systems, and this may contribute to the fact
that most of the population is served by large, regional water
systems. Oversight of rates could be expected to prevent large
systems from taking advantage of small communities that need
service, while at the same time guaranteeing that the larger
system can realize a reasonable return on its investment. RCAP
staff in West Virginia believes that PSC oversight definitely
makes a difference in ensuring that small systems that are des-
perate for a safe source of water are not at the mercy of larger
systems. Although systems frequently complain about the PSC,
RCAP experience indicates that many public officials actually
request a review of their rates knowing that an increase will be
required by the PSC. This allows them to shift the blame for
the increase and escape some of the public wrath that comes
from raising rates.

Some states, like New Hampshire, have a hybrid system in
which public utilities are not regulated by the Public Utility
Commission (PUC) unless they provide retail service outside
their boundaries at a rate that is higher than the rate charged
inside their boundaries. Wholesale rates are exempted from
regulation. Such a system could potentially ensure equity in
rates and prevent larger systems from taking unfair advantage
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to serve as a disincentive to do so, and it apparently has in New
Hampshire according to a report from the state’s Department of
Environmental Services.”® Creating another layer of regulation
for water and wastewater systems has its own costs and disad-
vantages as well, and is not likely to be a feasible option, or one
that would be welcomed by most utilities.

* Lack of knowledge about regionalization
and absence of a coordinating entity

Another barrier to cooperation among systems is the lack of
knowledge about possible types of cooperation, its benefits,
and/or the lack of a vehicle to encourage such action.® Many
small systems don’t communicate regularly with neighboring
systems, and pooling resources is not likely to have been done
historically, so the possibilities simply do not occur to them or
they are not sure how to take the first step. Moreover, there is
no institutional body that can help coordinate regionalization
efforts among communities. A large system could serve as the
“broker” for services such as billing, automated meter read-
ing, bulk purchase of chemicals, and other options, but systems
large enough to take on this responsibility don’t exist in all
areas. The absence of such an entity makes it more difficult for
several small systems to jointly consider these options.

* Lack of state leadership and support for
regionalization

While many states have done little to encourage regionalization
(other than making it a stated goal and assigning a few extra
points in various funding programs for regional projects), some
states have actively promoted it. For instance, the State of
Texas requires that, before a new system is created, the system
must complete a rather rigorous test to prove that there is no
opportunity to receive service from an existing provider. Other
states such as Kentucky and New Mexico have strongly encour-
aged regional solutions with great success. Washington state
and Maryland require comprehensive water supply planning

at county or regional levels, which forces consideration of the
“big picture” for water management, and Pennsylvania offers
incentives such as planning grants for comprehensive water
supply planning or examining the feasibility of regionaliza-

tion.?” However, there is no uniformity in these efforts nation-
wide.

In the aftermath of Hurricane Katrina, Mississippi has taken the
opportunity to regionalize water and wastewater services in the
Gulf Region. Prior to Katrina, over 185 systems were respon-
sible for the provision of water, and 481 facilities had permit-
ted wastewater discharges, in addition to more than 85,000
individual on-lot wastewater systems. With the devastation of
infrastructure and population dislocation caused by Katrina, it
didn’t make sense to rebuild multiple small systems and recre-
ate the same vulnerabilities. The legislature passed the Missis-
sippi Gulf Coast Region Ultility Act, creating a regional utility
board, along with six county utility authorities. The goal is to
create a regional infrastructure “backbone” upon which more
local improvements can develop. Needs have been documented
and prioritized with the involvement of local stakeholders. A

toward the implementation of this plan.?® This case represents
a good example of a state providing the necessary leadership to
encourage system cooperation. Not every state faces the dev-
astation that provided the impetus for this level of cooperation,
but every state can create incentives for restructuring.

* Lack of coordination among funding
sources

Often the lack of a coordinated effort among funding sources
causes agencies to unknowingly act as a barrier to regional-
ization despite their support of the concept. Not all funders
require the consideration of regional alternatives or have a
stringent enough review process to determine whether there
may be better alternatives to a proposed project. Therefore,

a project may meet the requirements of a specific funder, but
not be the best or most cost effective long-term alternative.

In the absence of a process by which funders can “check”

their projects with other agencies, federal and state funds are
often misdirected to projects where a regional solution would
clearly have been a better alternative. Unfortunately, the use of
Congressionally earmarked appropriations has contributed to
this lack of coordination and exacerbated the problem. While
these earmarks have provided a sorely needed additional source
of funding, these funds could be better targeted to systems with
the greatest need and coordinated with other funding.

A coordinated effort among all agencies would promote better
use of federal dollars. Many states have made great strides in
the coordination of funding. For example, Arkansas and Mon-
tana have developed formal, uniform application processes,
while others like Ohio and Indiana have an informal process
that provides a venue for funders to collectively discuss proj-
ects. As with other efforts, these practices are uneven at best
and do not occur in all states.

* Large upfront capital costs for regional
systems

Another significant barrier to restructuring, particularly where
it involves the physical consolidation of systems, is the upfront
capital outlays. While regional solutions are, as a rule, more
efficient alternatives in the long run, the cost to develop a large
regional system can be prohibitive. Minnesota’s experience
illustrates this problem. For many years the state encouraged
regionalization, granting priority points and additional grant
funds to projects that involved multiple municipalities. How-
ever, development pressures, coupled with increased regulation
of individual, on-lot wastewater systems, created a situation

in which very large and high cost regional systems were being
proposed in areas of low population density. These systems
required a large infusion of grant funds to be even marginally
feasible, and in some cases were designed to maximize grant
funds rather than to deal strictly with problem areas. The state
has had to modify its funding system and has shifted its focus
to decentralized solutions to wastewater management for rural
areas.”
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* Geography

For some systems, particularly in remote rural areas, region-
alization has not been an option because the distance between
systems is too great to make physical consolidation possible.

In these instances, there may be opportunities for cooperation
among systems that stop short of actual physical intercon-
nection. Such options might include cooperative purchasing,
sharing an operator, and/or contracting certain functions such as
billing. Newer technologies, such as SCADA (supervisory con-
trol and data acquisition) may allow more efficient operation

in remote areas; however, the cost of distribution or collection

systems is still cost-prohibitive in many places.

* Condition and size of existing small sys-
tems

Sometimes, larger systems are reluctant to take on the owner-
ship or management of a deteriorated small system unless it can
first be upgraded. Otherwise, it represents a liability and there
is no incentive to provide assistance to the smaller system.

In addition, if a system is too small, it can be difficult to gener-
ate any interest or cooperation from a larger system simply
because the revenue potential is so insignificant.

Case Study: A Model for Regionalization
Done Right

Larger systems are typically in a position to provide leader-
ship and encourage regionalization with the smaller systems
around them. One example of a large system that has done a
commendable job of promoting cooperation in creative ways
is the Greater Cincinnati Water Works (GCWW) in southwest
Ohio. GCWW serves over 90 percent of Hamilton County
and sections of Butler and Warren Counties, as well as areas in
northern Kentucky. GCWW operates a state-of-the-art granular
activated carbon treatment facility (the first of its kind in the
U.S.) and has won numerous awards for the excellence of its
operations. EPA official Robert Clark stated (about GCWW),
“It’s as good as it gets...It’s a proven success story and a good
model for others.”°

GCWW has found numerous ways to offer regionalization to
the smaller water systems in its area, and one of the keys to its
success is the flexibility it offers these systems. The system
offers multiple options to small systems in order to encourage
consolidation or regionalization. For instance, if a small com-
munity wants to buy treated water wholesale, but retain control
over its own water distribution system and billing, GCWW
will work with them. On the other hand, if a small community
wants to get out of the water business altogether, GCWW can
take over the entire system. Other options that GCWW offers
to water systems in its surrounding area include:

»  Lab testing services — the advantage for small systems is
that GCWW personnel, being in the water business them-
selves, are able to provide a greater level of analysis for
water quality problems than a typical lab and to help the

the system deal with problematic test results;

* Billing services and call center operation - GCWW can
provide billing services, providing the customers of small
systems with conveniences such as online bill payment
for which they wouldn’t otherwise have access. GCWW
also staffs call centers, dealing with customer concerns and
providing greater customer access than small systems can
typically offer to deal with these issues;

* A source of project financing — GCWW can bundle small
system debt with their own, thereby allowing small sys-
tems to take advantage of GCWW’s greater bonding capac-
ity and better rating; and

*  Providing engineering and construction management
services.

In addition, GCWW views itself as a “good neighbor,” provid-
ing emergency help when needed by offering emergency water
supply to other systems in the area and a “react team” to help
small systems with everything from the need for a backhoe
operator, to performing leak detection, to helping operators deal
with water quality issues. This assistance is available to small
systems that do not otherwise receive services from GCWW.

GCWW’s model works because the system’s leadership has the
foresight to understand that what is good for the area’s water
systems is generally good for GCWW, and that the first mission
of any public water system is public service. Mr. David Rager,
Director of GCWW, indicated in a telephone interview that he
believes that large water systems need to take the long view and
figure out what they can do to help small systems be success-
ful. Rager indicated that even small utilities can have an impact
on his own customers’ perceptions. For example, if there is a
waterborne disease outbreak in the Cincinnati area, the negative
press might make his own customers question the safety of their
supply. Indeed, one could say that any water incident in any
system hurts the industry as a whole. In an era when 86 percent
of the population has indicated concern about the safety of their
drinking water, and with bottled water and point-of-entry or
point-of-use devices being used by 48 percent of the American

public,’! the water industry can ill-afford negative customer
perceptions.

Mr. Rager believes that large systems can best reach out to
smaller systems by understanding that regionalization is an
evolutionary process. It is important to work constantly on
building relationships and trust with smaller systems. By start-
ing small and offering critical services to small systems, those
systems begin to see the benefits of cooperation, and may later
feel comfortable obtaining a greater level of service. Mr. Rager
agreed that many small systems fear a loss of autonomy, and
that the larger system might raise their rates or curtail supply in
times of emergency. Rager said that one of the ways GCWW
helps to allay fears is by including provisions in the service
contract that address those issues. For instance, small systems
can choose to have their rates tied to either the Consumer Price
Index, or to GCWW rate increases. The contract specifies that
rate increases for these customers cannot exceed whichever of
the alternatives the system has chosen. The contract also speci-
fies that from a supply standpoint, water will distributed equally
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to all customers as commercially practical. The willingness to
discuss and consider the needs of the smaller community leads
to solutions that work for everyone.

Few large system have been quite as proactive in incorporating
or serving smaller systems, though Mr. Rager was quick to give
credit to other large systems, such as Columbus, Georgia and
Beaufort County, South Carolina, that have adopted similar atti-
tudes and gone above and beyond to help small systems. Fund-
ing and regulatory agencies should look toward the creation

of incentives for larger systems to reach out to their neighbors
and ways to reward those who do. Resources could be directed
to these larger systems that would make it more attractive for
them to partner with their neighbors.

Recommendations to Overcome Barriers
and Supporting Regional Solutions

Clearly, regionalization is complex and multi-faceted. It is not
a universal remedy to the problems of small systems. There
are a number of legitimate reasons why regional solutions are
not more widespread or always the best option. It is also clear
that flexibility will be necessary to implement regional options,
as there is no single solution that will work for all systems.
However, a number of steps can be taken to encourage greater
cooperation among systems.

Recommendations for Congress

*  Require all states to develop a mechanism for coordinat-
ing federal funding programs, and report to Congress on
coordination activities on a regular schedule. In order to
reach the major funding programs, such a requirement
could be tied to reauthorization of the Safe Drinking Water
and Clean Water State Revolving Fund (SRF) programs, as
well as the U.S. Department of Agriculture (USDA) Rural
Development title of the farm bill and U.S. Department of
Housing and Urban Development (HUD) appropriations.

e Include language in authorizing and/or appropriations
bills for federal programs requiring the consideration of
regional alternatives by applicants that serve populations
under 10,000 as a condition of receiving funding.

*  Ensure that the Clean Water Act reauthorization includes
provisions for capacity development for wastewater sys-
tems similar to those in the Safe Drinking Water Act for
drinking water systems. EPA and state primacy agencies
need to be responsible for assessing capacity and reporting
progress toward this goal. EPA should be given the author-
ity to set aside funding in the Clean Water SRF to meet this
goal.

Recommendations for Federal and/or State
Agencies

*  Funding agencies should require the consideration of
regionalization for any small systems that request fed-
eral funding (e.g., SRF programs, HUD, or USDA Rural
Development). Such consideration should be more than a
cursory examination, and should place the burden of proof

on the system that is applying for funding, e.g. requiring
information about nearby systems and proof that they are
unable to serve the community.

«  State or federal funds should be eliminated for projects
where a regional solution is possible and cost-effective but
not pursued. This will ensure that funding can be bet-
ter targeted to those areas where the need is greatest (i.e.
where affordability is a concern and where regionalization
is either occurring or has been determined not to be a vi-
able alternative).

*  Establish a mechanism at the state level, whether formal or
informal, to communicate and coordinate among funders
so that all have the same information when making deci-
sions about projects. Federal agencies should encourage
the creation of coordination groups by their state affiliates.

»  Create incentives that encourage larger systems to reach
out to neighboring small systems to provide service. For
instance, funds could be made available for larger systems
to help small systems with problem issues, in cases of
emergency. This would provide a means for larger systems
to be paid for their labor while also providing a way to
begin building a relationship of trust between the systems.

e State primacy agencies should encourage regionalization
by orchestrating and facilitating meetings between small
systems that have problems or are deemed unsustainable
and larger systems that could potentially serve them. This
effort could be enhanced by having a regionalization co-
ordinator in the state who could help systems consider vari-
ous regional alternatives that would enhance their capacity,
and help those systems initiate them.

*  Reallocate existing funds to education and outreach to
small systems regarding the benefits of regionalization and
methods of overcoming barriers at the local level. This
task could be carried out by a regionalization coordinator,
as mentioned above.

*  EPA should utilize every possible public venue, such as
conferences and capacity development meetings to invite
speakers from proactive large systems, such as those previ-
ously mentioned, to talk about creative approaches to re-
gionalization, and why it is in the interest of large systems
to use these methods. Such messages are better delivered
by peers, and this would afford those systems an opportu-
nity to share their experiences.

*  EPA should also consider setting up an awards program
to recognize those systems that take an active interest in
helping other systems and offer creative regional opportu-
nities and approaches. It’s a small “carrot” that would be
relatively easy to institute and might help to generate some

competition among systems to reach out to their neighbors.

These recommendations are not intended to imply that small
systems should be penalized unless they pursue a regional solu-
tion to their problem. Clearly, regionalization is not always the
best or most cost-effective approach, and may not be geograph-
ically or politically possible. RCAP supports funding for small
systems and for many years has called for increased federal
funding to support them because there remains a great, unmet
need. However, it is precisely because of this extensive need,
coupled with the fact that federal funds are limited, continually
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shrinking, and in high demand that RCAP is calling for funds to
be better targeted to areas where the need is greatest and region-
al alternatives to solving the problem are impractical. In cases
where a regional solution is clearly feasible, but is not being
pursued or even investigated, those systems should not expect
to receive government-subsidized funding. Small systems have
every right to maintain their independence, but their users must
be willing to pay for it. Conversely, when a system is pursu-
ing a regional alternative that has large capital costs, but will
provide a better long-term solution, that project should be made
a high priority by funding and primacy agencies.

These recommendations are not new. Many have been pro-
posed by various groups, including the National Research
Council, the National Council for Public-Private Partnerships,
and the EPA National Drinking Water Advisory Group Afford-
ability Work Group, among others. RCAP is joining the chorus
of other voices promoting regionalization in the hope that these
issues can be addressed and incorporated into the work of fund-
ing and primacy agencies for the benefit of all small systems.
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