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Importance of Demand Management  

 in the NE IL Region 
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Water Infrastructure 

 Illinois water infrastructure = D-plus. 

 Cost of addressing over $21.5 billion.  

 High costs on  communities 

 Economic conditions 
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Why Pricing? 
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Cost of Service Rate Setting 
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Full cost pricing definition 
 

    

 “implies that all private and social costs associated with a 

product or activity (and determined using full cost 

accounting) are included in the price of an activity” 

     See Conway-Schempf, PhD. Full Cost Accounting http://gdi.ce.cmu.edu/gd/education/FCA_Module_98.pdf  

 

 

 

http://gdi.ce.cmu.edu/gd/education/FCA_Module_98.pdf
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Full Economic Cost Pricing 

Adapted from Rogers et al 1997 
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An Analogy: Full Cost of Driving 

 Gas 

 Maintenance 

 Operation  

 Financing 

 Road Construction and Maintenance 

 Traffic Congestion 

 Emissions  

 Health Impacts 

 More... 
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Pricing and Efficiency, Theory 

Price 

Quantity of water 

Demand 

Full Supply Cost 

 (O & M + Capital) 

Full Supply Cost + Scarcity 

Full Economic Costs 

(Full Supply Cost + Scarcity + Capital) 

Supply  

(O&M) 

P1 

P2 

P3 

P4 

Efficient Price 

Overpricing 

Underpricing 
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Rate Design in Practice: 

Art, Politics, Science 

Rate 

Design 
Water 

Conservation 

Equitability 

Affordability 

Ease of 
Implementation 

Revenue 
Stability 

Revenue 
Adequacy 

Simplicity 

Adapted from  Sheard 2009 
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Full Cost Pricing Committee 

Program Recommendations 

Voluntary implementation 

 Outreach to local elected officials, public crucial! 

 

Address foundational issues first 

 Project development, Sustainable infrastructure 

planning, financial planning. 

 

Focus on Full Supply Cost Implementation 

 Scarcity Cost  education for groundwater-dependent 

communities 
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“How to do it” 

Training 
Workshops 

Technical 
Assistance 

“Why to Do It” 

Decision Makers & 
Local Elected 

Officials 

Public & 
Ratepayers 

Program Strategy 
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Source: CartoonChurch.com 
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Questions? 
 MSchneemann@cmap.illinois.gov 

 312.676.7456 

Ensuring Sustainable Water Service: 
Full Cost Pricing in NE Illinois 

http://www.cmap.illinois.gov/default.aspx
mailto:MSchneemann@cmap.illinois.gov

