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Willingness to Pay for Residential Water on Drought Conditions
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Abstract

This Research analyzes the consumers’ willingness to pay(WTP) for residential water on severe
drought condition. The 7 large cities and 32 chronicle drought regions have been selected for this
research survey. Results show that the consumers of large cities, which are relatively rich, think
water quality is more important than quantity, but the consumers of 32 chronicle drought regions
expressed just opposite. Dichotomous choice and open-ended questionnaire are mixed for the survey
and Tobit model is applied in the analysis. As we expected, the higher the education level, the
number of household member, and the income, the higher the WTP. When there is 25% reduction of
supply, the WTP is about $2 per month. Contrary to the expectation, WTP is just slightly increased
for 50% of water supply reduction. This is because of the resistance of tax as well as the limited
actual experiences of water shortage so, they underestimated it. In any cases, actual WTP for actual
water shortage is much higher than this result. More effective water supply and distribution schedule
must be ready as a national and local level to prepare severe drought in the near future. Consumers
are willing to pay higher price than the current level for water security. Water distributional system
should be reconsidered and alternative source of water also be prepared.
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Large City Seoul, Pusan, Incheon, Daejeon, Daegu, Gwangju, Ulsan
Gangwon-Do Sokcho, Donghae
Chronical Jeollabuk-Do Jeonju
Drought Goheung, Jindo, Haenam, Wando, Gangjin, Yeongam, Gokseong,
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Gender of respondents
. . A4 050
Gender (Women=0, Man=1) 0.49 0.50 0.49 050 0.49 5
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House type of respondents
. . A
House (Apartment=1, Etc=0) 0.38 0.48 0.45 0.49 0.30 0.46
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Table 3. Estimation Results of the Tobit Results
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Constant — 488,092 943328 156,548 462,805 436,552 501,961
(-0.448) (~0.183) (-0.112) (-0.272) (-0.243) (-0.264)

Gender —AR3.075 ~638.894 789731 -1048.495 ~157.109 11.640
(~1.280) (~1.390) (-1.60) (-1.7383)% (-0.267) (0.018)

Ave 1.003 6633 0.033 1377 -1581 13411

& (0.053) (-0.292) (-0.001) (0.047) (-0.053) (-0.427)
House 31.620 101.272 187.221 124.228 -353.79 ~131.842
(0.082) (0.216) (0.390) (0.212) (~0.557) (~0.195)
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Note
respectively.

Table 4. Estimation Results of mean WTPs

: Single, double, and triple asterisks(*) denote statistical significance at the 10%, 5% and 1% levels,

(Unit :

won)

Increased WTP

95% Shortage 2010.43 2290.12 173075

50% Shortage 2392.50 9811.25 197375
Q, (0]

25% — 50% 19.0% 922.75% 14.04%

25% Shortage
50% Shortage

156.59 ¢

Table 5. WTP/1m’ for Total Region
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