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Effects of Rational Water Pricing on Water Demand*
- A Case Study of Seoul -
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ABSTRACT : The water resource issue is one of the most significant problems everywhere in
the world. The efficient operation and management of water resources require accurate water
demand forecasts. The objectives of this paper are to analyze the effect of rational water pricing
and to forecast the water demand by using error correction model. As the result, the
impulse-response function of water price shows that a shock reduces the water demand and the
effect lasts in the long run. During the years when the water price has been being raised, water
demand has been found to be stable. In addition, rational water pricing turns to make water
demand more stable than when the rates were not actualized.
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