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Water Price Signals in Georgia November 28th, 2007 

 Water conservation is a top priority among Georgiaôs public water systems as they seek 

to mitigate the impact of extreme drought. Rate setting is one of the best tools utilities have to 

encourage conservation among their customers. Utilities can set steep rates that send strong 

signals to their customers that conservation is important. In recognition of this, the current 

Statewide Water Planning Process is moving towards statewide policies on water pricing and 

rate setting intended to promote efficient use of Georgiaôs water resources.  It is therefore 

important to understand the current price signals being sent by the many different kinds of rate 

structures already in use in Georgia.  

 Among economists and policy makers there is some debate as to which components of a 

rate payerôs bill send the strongest signals to use water efficiently. The question, ultimately, is 

what kinds of signals customers pay attention to and what they respond to. Some think that what 

matters most is the type of rate structure (e.g. increasing block versus decreasing block), some 

stress the total dollar amount of the bill, while others focus on the price for the last 1,000 gallons 

used or purchased (marginal price). 

If , as many believe, customers are largely unaware of price details, they may respond 

more to total bill variations than to particular price features. In other words, they may only notice 

changes in the amount of their overall bill from one billing cycle to the next. In that case, the 

most important feature is the change in the bill relative to typical changes in consumption. 

Studying this signal is particularly important for when utilities call for a reduction of irrigation 

and non-essential uses in response to drought. It is important to know how much a customerôs 

bill will drop (and therefore how much of a price signal the customer will receive) if they are 

able to reduce their summer usage from 10,000 gallons to 6,000 gallons/month by shutting off 

sprinklers or ceasing car washes.  

To shed light on the status of pricing signals across the State, several types of price 

signals are examined in this memo. All data comes from the 2006-07 Georgia Water and Sewer 

Rate Survey conducted by the Georgia Environmental Facilities Authority and the 

Environmental Finance Center.  

Signals across the State 
 Special emphasis has been given to conservation pricing throughout the heavily 

urbanized Metropolitan North Georgia Water Planning District. This emphasis is apparent when 

price signals are compared across the State. As shown in each of the two maps, the strongest 

price signals, both in terms of total bill and marginal price at 14,000 gallons/month can be found 

throughout the region roughly corresponding to the District. This comprises the upper reaches of 

the Coosa, Tallapoosa, Chattahoochee, Flint, Ocmulgee, Oconee and Savannah River Basins. 

These strong signals also coincide with the areas of Georgia which have been most impacted by 

the recent drought. However, there are still many systems within the areas impacted by 
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Exceptional to Extreme drought which send weak price signals as compared to other utilities in 

the state. Addressing inadequate pricing signals may be a short term priority for these systems. 

 The weakest price signals, as measured by average bill and marginal price, are distributed 

largely throughout Southern and Southeastern Georgia, areas of the state that rely predominantly 

on ground water which is often less costly to treat than surface water.  Nevertheless, relatively 

weak price signals could be problematic for utilities which are located with within the Coastal 

Plain and which, therefore, have ongoing concerns about water supply. 

 

Signals and rate structures  
 The maps reveal another interesting trend: there is no obvious correlation between the 

type of block structure in a given community and the strength of the price signal as measured by 

average bill or marginal price. While many of the relatively strong signals (indicated by red 


