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Abstract

Reclaimed water is the second water source of city and can effectively alleviate the water crisis.
Based on the analyzing of reclaimed water pricing, the extended Hotelling model was employed to
illustrate the price relation between reclaimed water and fresh water, which was used as a con-
straint condition. And from the perspective of the cooperative game theory, exploring the different
expectations, the paper elaborated the relationship between the marginal cost and the amount of
financial subsidies of reclaimed water. The results showed that: the reclaimed water price and the
fresh water price have positive correlation, and the state financial subsidies level of the reclaimed
water is inversely proportional to the marginal cost of reclaimed water.
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Figure 1. Duopoly model of tap water and reclaimed water
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