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Purpose of Todayôs Presentation

Å Water Industry Opportunities

Å Outline the Challenges to Innovation within 

the Water Industry

Å Describe American Waterôs Innovation 

Development Process

Å American Water success examples 

Å IDP Value Proposition

Å Invite Collaborators to participate in the 

program
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Scope of Investment Opportunities

Global Water Intelligence reports that:

Á $172B in Water/Wastewater Capex worldwide in 2009

Á $30B invested in North America alone

Á Capex in North America is expected to be $30-60B per 

year through 2016

ÁWater Reuse is the fastest growing market sector

Á Membrane systems are projected to grow at an annual 

rate of 12%

Á Sludge Management is expected to grow at 9%
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Service Area and Asset Base

ÁHeritage dates back to 

1886

ÁLargest water services 

provider in U.S.

ÁServes approximately 

16 million people in 

more than 1,600 

communities 

ÁOperations in 35 states 

and Ontario and 

Manitoba, Canada

ÁMore than 7,000 

employees
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Market Opportunities

Å Water Scarcity

Å Total Water Management

Å Urbanization

Å Energy Management and Efficiency

Å Infrastructure Replacement

Å Sludge/solids Treatment and Disposal

Å Nutrient Removal & Recovery

Å Emerging Contaminants and New Regulations

Å Information Technology / Security

Å Economic Trends

Å Workforce
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Innovation is the Key 

Å Innovation and creativity will be the keys to unlock Market 

Opportunities.

Å Technological innovations will be required to:

ÁComply with New Treatment Regulations

ÁUtilize Poor Quality Source Water

Á Increase Energy Efficiency

ÁCreate Zero Discharge Utilities

Å The Challenge is bringing Innovation to the Marketplace
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Barriers to Innovation

Å The Water Industry is conservative and cautious in adopting 

new technologies

É Need to protect public health

É Long term investment

É High priority on compliance

Å The Water Industry is highly fragmented

É 52,000 community water systems; 

- 4000 large systems serving >10,000 people

- 5000 medium systems serving 3,300 to 10,000 people

- 43,000 small systems serving <3,300 people

É 155,000 non-community water systems

É State Primacy

- Must approve water treatment technologies
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Public vs. Private Water

85%

15%

Public

Private

95%

5%

Public

Private

Water Wastewater
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Slow Adoption of Technology

Å According to Global Water Intelligence:

Á It takes 7 years for a new technology to enter the water market

Á Many examples where it took decades

Å The municipal procurement process is complex
- Consultants

- Contractors

- City engineers

- Elected or Appointed Officials

Å No return on capital invested in most utilities

Å Little incentive to increase operational performance

Å Resolving these challenges will require a formal process and 
a dedicated team
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What is the ñInnovation Development Processò?

Å A way to leverage American Waterôs research and market 

position to build shareholder value through innovation

Å A mechanism to leverage our nationwide physical assets to 

test and develop new ideas

Å A process to differentiate American Water from 

the rest of the industry

Å A way to drive efficiencies (e.g., capital investment 

to reduce opex) into American Water 

and grow the business
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Innovation Gap

IDP
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Innovation Development Process:  Creating Focus

Driving Internal 

Efficiencies 

Benefits the Customer

Building External Growth 

Opportunities  

Benefits the Shareholder

Through Reg Business Through Non-Reg Business

Finding / Developing 

Innovations 

The IDP acts as a filter and a lens

Operational Efficiency

Growth Opportunities
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IDP Vision

Å To create value for its primary stakeholders ïshareholders, 

customers and regulators ïby implementing innovative 

technologies that drive operational efficiencies and capturing 

an appropriate share of the resultant value from 

commercialization of new technologies

IDP Mission

Å IDP Mission is to combine AWK R&D / technical expertise, IP, 

infrastructure assets, and commercial skills, with innovation 

imported from business partners, in ways to create value for 

its primary stakeholders ïshareholders, customers and 

regulators ïwhile building its brand equity and industry 

leadership position consistent with the Vision
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Innovation Development Process

Operational Efficiency, Cost 

Reduction, Increased Customer 

Satisfaction

Business Opportunity

Innovative 

ideas

Stage Gate 

Screening 

Process

AWK

Commercial Agreement
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DISCOVER

IDEAS

Stage Gate Process: Best Practice for Innovation

Stage 1:

Analyze

Idea

Stage 2:

Appraise

Idea

Stage 3:

Develop

Idea

Stage 4:

Implement 

Idea
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Require applicability, reproducibility, and 

scalability across the business and for 

external customers 

Drive improvements, efficiencies, and 

reduced cost within businesses (water and 

wastewater)

Derive shareholder value via new growth 

opportunities



www.amwater.com 16

Infrastructure Integrity

Å American Society of Civil Engineers:  Each day, approximately six 
billion gallons of treated drinking water are ñlostò primarily due to system 

leaks throughout the United States.

Á A pilot study of acoustic leak detection units in Connellsville, PA has 
reduced 50% of the annual non-revenue water loss within the first few 
weeks of monitoring.  Estimated pay-back in 6-8 months.

Á Integration of the leak data into the automatic 
metering system allowed daily reporting of leaks.

Á 60-75% of the main breaks were preceded by 
evidence of leakage.

Á Rapid changes in water temperature were 
associated with main breaks.

Á Notification of new leaks can be sent via internet 
as text message or voice message.
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Full-scale deployment in systems in California and New Jersey


