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= SRA7EE Feieke & SloloR
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=

A
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’d 9 98/d(Equity and Fairness): 53t
Sl|of 51, AB|REO|A] FEHA = Ao 7 QlAlE|ojof 5}

>
e ol

- T (Simplicity): 22 olslislr] 47 A A oo g
* /3 (Legality): 852 3ol F-=|ofoF o
2) AL QAo| AX|SHA o|O|
[ OjAIBHefe| MEXQ! o 20| W=EH, ZYAIZoM2| 7HA2 etA|2lat otA|H]|
80| Zx[st= HollAM LIEr
» D BSEAIG S BRI RASA AR 24 THo] SAEl SR &
2 AelA A=A = =
[ Griffin(2016)0]| [H=H ZXSX O = X[Ho| & 7HA2 L} Aloj| w20 &t

a(cost)

price = 8(quantity)

+MVW+ MCC
« 7ML 71 EA o = FAM| S-S wetof shu, Eo] AFAA & THK]AL Q1= AR

% 7}x](Margina Value of Water, MVW)$} 3} Adulo] wh2 AHZu] &(Margina
Capacity Cost, MCCO)THZ AJ50X]7} 1S
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(] Rogers (1998)0]| Li}=™ =°| H|E 4PY Alolli= 32H|E 0]2|0]| = 0{2{ 7kX| ZH|
&HM H|2S J{st

71%]1]-&(Opportunity Cost) E:9] £ ALg-.02 ¢15] ] AHEolA g2 7
AR 741 g oRjshe Ao, ol B0 ol ¥5Y ) B9 78 A
f07 ZALLE AL2SHK] B8 uf] S 2HAysH

» A1 9}e)4 (Economic Externdlitiese 57 & AMgo] the 2 ALge] 9
PA18E LIPS AS Ao, oA Fol RS & 48] 23
Fa}, 3§ SO SHRoIMY £ 2 L 57 ot vl ol GFL n)H L
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B oz

» 3737 9|HnH]& (Environmentd Externalities)S EAFEOl thgt 35 EA 2
3 182 ojushsd, ARE ol go] Bo] A
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[ Rogers (1998)= 29| 7kX|(value) = CtS3} 2¢0| 6{2{ 71X| ZHEoi|A A-EsHof st
Clo =4S

o]-&xto] Tt 7FX](Value to users of water): E2] ARgo ulet 2P & o2
FO|R)= 71X A, 7P AR R A= K| E-oJAFl(Willingness-to-pay) & <]
va}n] 5Y-BY G AR B 0 ok AHE R o035 4

5) 0] 220l= 22 +2E=EM(Demand elasticity) 2Mg S SEESTE 7|FCRE A6t 7HA &S
HeEg A= o] 7tsd
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738t 9], 2015), Leontief = F/dsh= 79 (2<%, 2005, LS, =49,
2012; Zschille, 2016), &3z LAJsl= 7S (Sauer 2005; A4 <) 2012)

2ol 2 4908

Fasi Hlg3et ek o R thewt Lol

+ 7V SiEH tranddog 5
:rL}d =]

on

Gl
i

InCost=ay+a; NP +axnPr+ayn@Q+ ZﬁijlnPiInPj + %Zﬁ” (InP})

A4zt =5, A2, MES OB P 7tAE 2ln))

=)

rr

L KQ
- H] gEiel g Eastiity of cos)© A& Tl 5713 F wl g WekE ojnjstog o
& 52101 ofsh AL

AC
c

AQ alnC
Q alnQ

ECOSt = /

50



- olo] we} o] mhe el e Tk} o] Ak (1 9], 2011)
RTS=1— FE..
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- BA W4 g AR U] 4R B2 F A(len) E F45Hs 7t S(pop) & A
(] M2 o| AR (Economies of production density)

* FEE 7 (pop) R A2 Aol(len)2 LFFHA FR|== M, Ak
(FR)EE F F5FHQ0] 371 B¢ SEAIAR] AtH]go] oA Hal

- Panzar & Willig (1977)]] wk2 & AJ4tefol| tish v]-8-&k2}/d(dasticity of cost with
respect to water produced)S- tHe-2] Al (2)2 7Jolx]n, o] w] ALY & 4=0](returns to
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_AC,AQ alnC
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[ H|%4=2| M3 (Cost function)

d., 1973;Nauges & van den Berg, 2008)

In(C)=ay+BgnQ+ Y, Alnw,+ Y 4,lnz, )

j=L K ME r = len,pop

1 1 1
+ EﬂQQ(ln Q)Z + 522/\]'771 1nu}j 1nwm + 52271"5 lnzr 11’12’5

m T

J s
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2, 37, ") 74, B (ER 0], F57H)S v
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E41 | HI8%40 B4 £H A
= B SHN = ESSHN = ESSHN|

o -6.4123*** b -0.1417** Pue 0.0192***
Ba 1.1201*** ke -0.0157*** Pra -0.0034
AL 0.1093*** e -0.0105***  popO 0.0134
Ak 0.3969*** Au 0.0404*** Kieno -0.0149
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Boe -0.0031 ~ poppop -0.0154 T vipop 0.0058
ik -0.0211*** Vienten -0.0017 7 ¥en -0.0194***
A -0.0247*** pLo -0.0286*** Nepop -0.0007
e 0.0054*** ke 0.0128*** Ntten 0.0057***
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SUMMARY

A Study on Pricing Local Water Supply Service for
Relieving Regional Disparities and Sustainable Water Supply

Manseok Jo, Ahreum Kim, Sung-Yoon Huh

Key words: Local Water Supply, Water Price, Total Economic Value, Local Government
Sustainability, Regional Disparity, Economies of Scale

Water supply services in small cities of Korea are facing serious threats to
sustainability due to declining water demand by severe population decreasing,
deterioration in cost recovery rate of water service, and high reliance on
government aid. Regional disparities in water fee and general costs of water
service are also large.

This study analyzed the current state of the domestic water supply services
and the status of the legal system, identified the institutional problems of the
water supply system through the examination of overseas case studies and
economic theories of water price.

As a result of the state and theoretical analysis of domestic and foreign
systems, although the water fee should be assessed based on equity and
appropriateness in addition to cost conservation in principle, the institutional
apparatus for improving the equality of the inter-regional rate and considering
the affordability of consumers is insufficient.

As a result of quantitative analysis, it is analyzed that it is cost effective to

84



induce the local waterworks business to gradually integrate. In other words,
the integration of several area into one wide sector is necessary for
sustainability of local waterworks in the long term. Furthermore, a total
economic value approach for water cost would be needed in order to establish
an appropriate water fee system.

This study proposes the following policy measures to enhance the
sustainability of local waterworks and to resolve regional disparities. First, in
the ‘Water Act’, which is the highest law related to waterworks, not only the
principle of cost recovery but also the principle of setting the specific rate
system such as increasing the equality of the rate between consumers,
increasing the affordability of consumers, and taking account of the long-term
outlook and business plan of local water supply.

Second, cost estimates from the perspective of total economic value taking
into account external costs, opportunity costs, environmental costs, etc. of
water supply services that are not only based on current financial indicators
will be advantageous for persuading local residents and establishing regional
consensus. Furthermore, it is necessary to establish a system to collect
relevant data for economic cost objectively.

Finally, considering the long-term fiscal soundness of the local water supply
system, it is expected that the overall increase of the water fee will be
inevitable. It is necessary to install and utilize national-wide ‘Water supply
special charge’ to mitigate consumer impact of vulnerable area such as

mitigation of rate hikes and adjustment of fee gaps in an integrated sector.
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