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Water is becoming an increasingly 
scarce resource and access to it will 
become more contested. It has been 
suggested that markets would be the 
obvious way to resolve conflicts and 
allocate the resource. But this 
narrative is simplistic because water is 
not an easily tradable good and 
approaches to its management and 
allocation tend to be site-specific. 
Further, because water has a wide 
variety of uses, market structures have 
to reflect a plethora of externalities, 
which limits the role that markets and 
prices can play in water allocation.

The problem that arises is how 
decisions on the allocation of water 
abstractions and permissions for other 
water uses can be made in this 
complex environment. Part of the 
answer lies in understanding the 
different values that different 
communities attribute to different uses 
of water and ways in which these 
diverse values can be factored into 
decision-making.

A values-based approach can identify 
where and in what contexts and 
purposes markets and prices can be 
useful, as well as help identify roles for 
the state and other sectors of society. 
This offers a framework for business’ 
engagement in broader processes of 
water governance.

This paper reviews the nature of water 
and water uses, explains why it is 
important to consider water values, 
what those values may be and how 
they can be assessed. It then 
suggests ways in which value-related 
conflicts can be resolved, with a focus 
on the roles of government and 
democratic processes, as well as 
markets and water prices. This will 
help identify and build the institutions 
and apply the instruments that allow 
water to flow in a manner that is most 
useful and acceptable to the society 
concerned. This can be done through 
the normal democratic processes of 
the society concerned, provided that 
the underlying values of different 
stakeholders are respected.

Summary

It also offers a strategy for business to 
engage with the state, which must 
usually take the lead. Business needs 
to encourage the state to play its 
role in establishing the framework 
for partnerships. But business 
needs to gain the trust of state 
institutions if they are to accept that 
the private sector can make a 
positive contribution to water 
management. Given that trust, 
partnerships based on shared 
values can help to make 
management instruments, 
including markets and prices, work 
more effectively in the broad public 
interest to achieve water security. 
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Over the past two decades, 
discussions about the role of markets 
in water management have been 
sharply polarized. The arguments 
appeared to be simple. It was taken as 
common cause that water is an 
increasingly scarce commodity. As a 
consequence, access to water will 
become more contested. To resolve 
those contestations, an appropriate 
mechanism is required. It was widely 
suggested that markets would be the 
obvious way to allocate this scarce 
good.1 This was seen by critics as an 
attack on social values, an approach 
that would privatize and commoditize 
something that is widely regarded as a 
public good.

That narrative was always simplistic. 
For many reasons, water is not an 
easily tradable good and the 
approaches to its management and 
allocation tend to be site-specific. 
Further, because water has a variety of 
uses, market structures may have to 
address challenges in apparently 
unrelated markets. As a trivial 
example, a farmer who abstracts 
water for irrigation may cause a barge 
to run aground in a river.

There is a plethora of other 
externalities. A market trade in 
abstraction may damage river 
ecosystems. The transfer of water 
allocations from a farming area to a 
city may strand an entire farming 
region and its irrigation infrastructure 
and destroy rural communities. Since 
water is essential for life, many water 
uses involve issues of human rights 
that are not amenable to market 
solutions. It is not obvious how these 
impacts can be accounted for and 
managed.

As a result, there are limits to the role 
that markets and prices can play in the 
allocation of water resources. The 
problem that then arises is how, in a 
complex environment, decisions on 
the allocation of water abstractions 
and permissions for other water uses 
can be made. 

Introduction:  
Framing the question

One part of the answer lies in 
understanding the different values that 
different communities of interest in a 
society attribute to different uses of 
water as a resource. What is then 
needed are ideas about how these 
values can best be articulated (in 
terms of prices or political preferences 
or other measures) and how diverse 
values can be factored into decision-
making.

There are two separate issues to be 
addressed.

1. The first is to characterize water as 
a complex resource with a diversity 
of uses, broadly defined, and to 
consider the values that may be 
associated with it and why they are 
important.

2. Then, consider how societies can 
and do make decisions about the 
resource where different values 
systems intersect and overlap. 
How can conflicts over water 
resources be mediated? Are there 
generic principles that can guide 
the development of appropriate 
approaches and guide their 
application?

This analytical values-based approach 
can help to determine a more clearly 
defined and useful, if limited, role for 
markets and prices, and show how 
and in what contexts and for what 
purposes markets and price 
instruments can be useful. Equally, it 
can elucidate the roles of the state and 
other sectors of society. 

A values-based approach will thus 
help the private sector to understand 
how best to promote its water security. 
It offers an objective logic for the 
private sector to engage in activities 
beyond its immediate “factory fence” 
even where they do not immediately 
affect short-term profitability. It also 
provides a framework for business’ 
engagement in the broader processes 
of water governance.
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To put the discussion of values in 
context, it is important to have an 
overview of the complex nature of 
water and its uses. Land and land 
rights are sometimes described as a 
bundle of sticks,2 a metaphor for the 
different entitlements to different kinds 
of use of land. Using this analogy, if 
land is a bundle of sticks, their relative 
complexity makes water issues a 
jungle. 

Water takes a multiplicity of forms 
(solid, liquid and vapour) and qualities 
(principally freshwater and saline sea 
water). It is renewable, in many cases 
through an annual seasonal cycle, 
although in others, notably in the case 
of underground water over cycles of 
decades or centuries. These different 

The nature of water

velocities mean that it is important to 
distinguish between water stocks and 
water flows. It may be a fugitive 
resource (water temporarily in a 
stream through which it flows) or can 
be considered to be a common pool 
resource (such as groundwater, a 
stock that can be accessed by a 
number of users). It is also reusable. 

The earth’s “stock” of fresh water is 
only 2.5% of the total (the balance is 
saltwater in oceans). Most (69%) is 
“locked” in glaciers and icecaps; much 
of the rest (a further 30%) lies, relatively 
inactively, underground. Only 0.4% is 
in the “visible” water cycle, in lakes and 
rivers, in the atmosphere, as clouds 
and rain as well as in the top layers of 
soil where it supports plant life.3

The freshwater “flows” are sometimes 
conceptually separated into green and 
blue water. Blue water is the visible 
mobile water in rivers and lakes while 
green water is basically the flow of 
rainfall, infiltration into the soil and then 
evaporation from soil or which does 
not become “blue water”. Smaller 
streams of water that have been 
polluted by use, which may affect its 
usability, are sometimes described as 
“grey water” (general domestic and 
urban wastewaters, with limited 
pathogenic content, which can 
relatively easily be recycled) and “black 
water” or sewage, effluent containing 
pathogenic human and animal wastes.
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Water also has a multiplicity of uses as 
well as many forms. The very concept 
of water use may include such 
activities as:

– Consumptive use (e.g. agriculture)

– Consumptive cooling (when 
cooling is achieved by evaporation)

– Non-consumptive use (e.g. 
domestic use for washing and 
sanitation with wastewater 
discharged back to the 
environment; also some industrial 
uses) 

– Non-consumptive cooling (water 
used and returned to source at a 
warmer temperature)

– Waste disposal (water resources 
are often used to dispose of 
different kinds of waste, as in the 
discharge of polluted wastewater 
from industry and domestic users)

– Navigation and transport

– Environmental services (e.g. 
sustaining aquatic ecosystems) 
and nature conservation 

– Recreation and aesthetic purposes 
(fishing, property enhancement)

– Religious and spiritual uses (e.g. 
baptisms)

Water use
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The wide variety of water uses and the 
diverse ways in which it occurs in the 
natural environment mean that it is 
entangled in human activity in many 
different ways. These uses and their 
contexts shape the attitudes of 
individuals, communities and societies, 
which are often expressed as social and 
cultural values and assumptions rather 
than in more explicit forms. These 
values in turn determine preferences 
about how water can and should be 
used and need to be understood in 
order to:

Inform policy: Public policy necessarily 
needs to reflect societal values. Given 
the many disparate water uses and 
communities of water users, a 
systematic understanding of water’s 
values in different contexts is needed to 
inform policy formulation.

Guide resource allocation: The 
allocation of available water resources 
between different users and classes of 
use is an important policy issue that 
determines economic opportunities as 
well as having a significant impact on 
social and environmental conditions. 
Allocation challenges do not simply 
arise when there is general scarcity of 
water. Since reliable water availability 
generally requires investment in 
infrastructure and charges for its 
operation, there is often a policy choice 
to be made between the allocation of 
water that is currently available and the 
expansion of supplies through further 
investments in infrastructure.

Inform prices: Another element of policy 
that affects many users is the 
determination of prices for different 
water uses and users. Without a clear 
understanding of the factors that are 
considered in the determination of 
prices and charges for water use, it is 
possible that the objectives of different 
pricing systems may not be effectively 
achieved. An understanding of the 
values of water in different contexts 
provides a framework for the 
development of pricing systems.

Understand interests: Underlying many 
policy issues is the recognition that 
there are inherent conflicts of interests 

Water values

between different groups of water users 
and sectors of society. Developing an 
understanding of the different values 
derived from or attributed to water by 
different groups in society helps 
governments to identify and manage 
potential conflicts between them. For 
individual groups, it enables them to 
assess and manage the risks to their 
activities.

Inform businesses: In the specific case 
of the business sector, the importance 
of understanding water values has been 
succinctly described by the World 
Business Council for Sustainable 
Development (WBCSD):

“Understanding the value of water and 
the related services it provides will 
benefit society as a whole and the 
long-term sustainable interests of the 
business community. On the one hand, 
it will improve water allocation for 
competing uses, such as agriculture, 
industry and the environment. On the 
other, it will help better assess and 
inform price setting to enhance 
collection of the funds necessary to 
finance the water infrastructure needed 
to provide clean water for everyone. As 
all businesses depend or impact upon 
water in some way, the topic is of 
considerable relevance to all.4 

As specific benefits to businesses, 
undertaking formal water valuations is 
expected to: 
– Enhance decision-making  
– Maintain and enhance revenues 
– Reduce costs 
– Manage risks 
– Enhance reputation

The value of water for humans, 
understood as the worth of water to 
different stakeholders under a set of 
specific circumstances, is often 
emotional. It combines ethical, social 
and economic elements. It is ethical 
because it safeguards all life (no life 
without water) and as a consequence 
carries the life support system of 
humans (food, shelter, hygiene, etc.). 
Humans have developed very specific 
emotional and spiritual relationships 
with water. In almost all religions, water 

plays a central spiritual role. Water has 
also a strong aesthetic value. Humans 
follow water and like to live on or near 
waters. 

In the process of human evolution, 
water was originally freely available. As 
populations grew and settlements 
became larger, it was necessary to build 
infrastructure to bring water to humans 
and take waste away from them. These 
infrastructures were initially provided by 
investments of labour time, often 
through collective community efforts (as 
in the development and maintenance of 
the Dutch “polders” and the irrigation 
systems in Asia) while, more recently, 
infrastructure development has been 
supported by both public and private 
financial investments. However, water 
remains consciously or unconsciously 
an emotional commodity.

The values of water are made up of a 
number of dimensions:   
– Monetary/financial 
– Economic 
– Cultural 
– Spiritual 
– Emotional 
– Aesthetic
– Environmental

The values of water in these many 
different dimensions are not all 
commensurable. This is the root of the 
policy challenge since there is no easy 
measure by which the values of water in 
its different uses can be compared.

Social values in South Africa 

An example of a values-based 
approach to water pricing comes from 
South Africa where public policy has 
focused on two goals: to ensure access 
to sufficient water for the very poor 
majority of the population while also 
incentivizing water conservation among 
high volume domestic users. The 
resulting tariff design, with the first block 
usually free and the final block set at or 
above the marginal cost of the next 
tranche of supply, meets both social 
needs and provides some incentive to 
constrain consumption.
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Assessing water values

There is a wide variety of 
methodologies for assessing water 
values, reflecting the many inherently 
different value systems that have to be 
considered. It is useful to consider the 
financial and economic methods as 
separate (although often 
complementary to) other quantitative 
as well as more qualitative approaches 
to valuation. The WBCSD has 
produced a useful compendium,5 
which addresses most of the 
quantitative methods and also 
considers some of the qualitative 
approaches.

Over the past few decades, many 
valuation techniques have evolved that 
can be used to determine water-
related values. While there is 
increasing attention on monetary 
valuation, qualitative and quantitative 
valuations are important too, and may 
be all that is required to inform a 
decision. 

Qualitative valuation

Qualitative valuation simply involves 
describing values and can include an 
assessment of relative value (e.g. high, 
medium and low value). Qualitative 
valuation may involve undertaking 
interviews or focus groups, or 
applying professional judgment. It is 
usually considered an essential step in 
performing monetary valuation to 
focus efforts on the most relevant 
impacts.

Quantitative valuation

Quantitative valuation involves using 
some form of metric or unit to quantify 
values. Techniques include, for 
example, using indicators and multi-
criteria analysis. Quantitative valuation 
is commonly used to support 
qualitative and monetary valuations. 

Monetary valuation

Monetary valuation involves putting a 
monetary figure on values. Many 
techniques are available to help do 
this, and they can be classified within 
the following categories:

– Revealed preference approaches, 
which estimate values based on 
observing behaviour related to 
market goods and services 

– Cost-based approaches that draw 
upon costs to infer value 

– Stated preference approaches, 
which use questionnaires to elicit 
human preferences

– Value transfers, whereby values 
determined in previous primary 
valuation studies are used to 
estimate values elsewhere in a 
similar context

Selecting the right technique(s) to use 
can be a challenge and different 
techniques are used for different 
purposes. For large projects or large 
scale issues, the qualitative 
techniques used may merge into 
frankly political processes. 

An example from another sector 
would be the decision by Germany to 
end the use of nuclear power. This 
was a national decision that, after 
extensive public debate, became a 
key issue in a number of state and 
federal elections. The economic cost 
of the decisions made (in terms of 
increased electricity prices) could be 
considered to reflect a national 
consensus about the difference in 
value between “green” renewable 
energy sources and nuclear energy.
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Resolving value-related conflicts

The special emotional and spiritual 
relationship of humans to water 
complicates rational solutions 
concerning water issues, although in 
most cases disputes are usually about 
access to and management of blue 
water. Green (soil) water is not often 
an issue, unless it is insufficient to 
sustain a healthy natural terrestrial 
ecosystem or where green water is 
insufficient or too unreliable to allow 
the production of food and additional 
blue water is needed for this purpose. 
Aquatic ecosystems are primarily 
dependent on access to blue water. 

In almost all societies there is an 
instinctive recognition that solutions 
have to be found to supply everybody 
and everything with sufficient water. 

There is, however, a certain emotional 
hierarchy that is reflected in the 
willingness to compromise and enter 
discussion. People show little 
readiness to share water with other 
user sectors when water for humans 
(drinking water and hygiene) is at 
stake. Second in line is often access 
to blue water for food production. It is 
also generally recognized that 
allocation regimes need to leave 
sufficient water in the system to 
ensure that the ecological functions 
are sustained and to maintain water 
quality; in some cases, it is also 
necessary to provide enough to 
maintain adequate recreational and 
transport functions. Often, land-use 
changes can impact on water 
availability and these impacts need to 
be considered in decisions about 
water allocation.

The readiness to pay for access 
appears to be inversely correlated to 
the emotional hierarchy. The dilemma 
of every discussion about water is 
how to keep each problem area 
distinct but yet to combine intellectual 
and pragmatic solutions with feelings 
and beliefs.

Governments at all levels play a key 
role in mediating conflicts of interests 
and values, but broader systems of 
governance are also important. 
Current conventional wisdom about 
integrated water resource 
management (IWRM) suggests that 
the key to conflict resolution is to 
convene stakeholders in neutral fora 
and use information and participatory, 
demand-driven approaches to 
generate consensus outcomes by 
creating the conditions under which all 
the actors having a stake in a 
particular issue can become involved 
and can negotiate among themselves 
to achieve acceptable solutions. 

This approach is considered by some 
to be naïve. The processes used to 
make decisions vary greatly 
depending on the nature of the water 
uses, the conflicts that may result and 
the scale at which they occur. It has 
been demonstrated in many situations 
that, at a very local scale, where small 
numbers of water users know each 
other and are able to monitor each 
other’s behaviour, communities are 
indeed often able to establish effective 
allocation regimes for a variety of 
“common pool resources” including 
water. 

However, at the other extreme, where 
rivers are shared between federal 
states or sovereign nations, it is often 
difficult to devise systems that are 
acceptable to all parties in situations 
of different languages, cultures and 
value systems. Disputes thus occur 
even in situations where there is little 
objective evidence of conflicts of 
interest and cannot be resolved simply 
by sitting around a table particularly 
where there are substantive interests 
at stake.

 

Dealing with water stress  
Down Under 

Australia’s efforts to deal with water 
scarcity would have been less costly 
and politically controversial if more 
effort had been put into the mapping 
of values at the outset. A decision in 
2001 to make users pay full costs and 
use water trading to ensure water is 
put to its best economic use was 
followed by a near decade-long 
drought. As challenges mounted, 
“water reform” was widely debated.  

Greater competition achieved by 
making water entitlements and 
allocations tradable minimized 
adverse impacts of drought on 
communities, but saw declining river 
health. Because supply could not be 
guaranteed, entitlements were 
redefined as shares, and 
administrative arrangements gave 
priority to water for critical human 
needs and to supply large urban 
populations. 

To address conflicts between regional 
governments with competing interests 
– and values – the federal government 
took over management of the Murray 
Darling Basin and appointed an 
independent, expertise-based 
authority to produce a new basin-wide 
plan and fund the restoration of health 
to the environment.

Intense debates about the most 
appropriate weight to give to 
environmental and community needs 
followed. 

Government bought water for the 
environment from existing users and 
committed funding for infrastructure 
projects that would provide more 
water for the environment without 
adverse economic impact on local 
communities. The new basin plan was 
eventually adopted in 2012 with broad 
support.
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Many commentators emphasize that 
policy decisions are rarely rationally 
determined by objective processes 
and that power relations are more 
important, particularly where rule-
based approaches are difficult to 
institute due to variations in context; 
typically the case with water. It is also 
noted that the measures and 
indicators that are used to set 
objectives to guide policy discussions 
about water often themselves reflect 
strongly held values that may not be of 
general application.6  

An example is the approach of the 
2000 European Water Framework 
Directive, which seeks to constrain 
water use in order to restore natural 
water ecosystems. This may reflect a 
consensus about the balance 
between environmental and social 
values in Europe (although it is 
doubtful that all European citizens are 
fully cognisant of its implications). 
However, it has limited utility in 
fast-growing countries that need to 
harness water to support their growth 
and development, not constrain its 
use. Yet the directive’s principles are 
often prescribed for developing 
countries without regard for local 
preferences and values.7 This type of 
norm-setting – also described as 
performative – is an example of a 
process that does not fully align policy 
decisions with relevant value systems. 
Indeed, it may rather be seen as an 
example of the use of power to 
determine decisions without 
concomitant accountability.

Businesses may have a critical role to 
play, through partnership with other 
stakeholders, in applying their 
expertise and experience to help 
develop, implement and scale up 
locality or river basin watershed-
focused solutions that are more 
coherent with local values. Companies 
are already being encouraged to 
promote a more holistic watershed 
approach, which takes into 
consideration upstream and 
downstream interactions, and direct 
and indirect impacts, and recognizes 
the needs of the environment.8 

For businesses, local participation in 
the collective management of water 
will be key to ensuring long-term 
access to the resource in the context 
of competing demands. This 

approach has been specifically 
adopted by some large companies. 
For instance, the global food company 
Nestlé has stated that: 

“We believe that we can create value 
for our shareholders and society by 
doing business in ways that 
specifically help address global and 
local issues in the areas of nutrition, 
water and rural development. This is 
what we mean when we speak about 
Creating Shared Value (CSV). We 
proactively identify opportunities to 
link our core business activities to 
action on related social issues”.9 

A discourse is emerging about new, 
more value-based approaches. But it 
remains fragmented and is also 
marked by a lack of trust between key 
parties, notably the state, business 
and civil society groups engaged in 
environmental and social policy 
issues. There would appear to be a 
need for a set of overarching 
principles that could help a more 
coherent discussion and practice to 
emerge in which the roles of the 
different key actors are better defined.
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The role of government 

Given the many contexts in which 
water is used, the complexity of the 
interactions between them and the 
particularities of different water-related 
conflicts that need to be mediated, it is 
clear that governments and even the 
state more broadly will seldom be able 
intervene usefully and directly in all of 
them. The evidence of effective 
self-regulation by smaller communities 
of users also suggests that direct 
government intervention may be 
inappropriate or at best sub-optimal.  

Governments play a fundamental role 
in providing a range of public goods 
that support the use and management 
of water. There is, in many countries, a 
well-established role for public 
investment in water management 
infrastructure to underpin economic 
activity and social services while also 
providing public goods such as 
environmental protection and flood 
control. Government is usually 
responsible for the formal regulatory 
apparatus that governs entitlements to 
use water. The public sector also plays 
a key role in monitoring the resource 
and providing data and information 
about it to users and other 
stakeholders. 

However, based on the analysis 
above, aside from its traditional role in 
developing and managing the 
infrastructure used to provide water 
and water services and establishing a 
legal framework, it is also a wider role 
of government to set the parameters 
and support the development and use 
of water by or in partnership with other 
parties. In doing this, governments 
and the apparatus of the state more 
broadly will usually give effect to the 
dominant values of the society.

For its part, the private sector may 
engage in water resource 
development and management issues 
with two motives. Its short-term 
interest is usually in actions that reflect 
what are understood to be its core 
values, the maximization of its financial 
returns. It is therefore often difficult for 

business to lead or even to participate 
in values-based processes, since the 
assumption will be that business 
initiatives are taken to achieve its core 
goals.

Yet businesses have broader interests. 
The collective engagement of 
stakeholders in the coordination of 
approaches to water resource 
development, management and use is 
important if opportunities are to be 
created for different issues, interests 
and values to be presented and 
understood, as part of a process of 
establishing common frameworks for 
successful actions. And business 
needs to be present to ensure that its 
position is heard and understood as 
well as to understand better its 
broader environment. 

Considering the challenges faced in a 
water sector that is increasingly driven 
by human rather than natural systems, 
participants in a recent Global Water 
Systems Project meeting concluded 
that it was important to develop a 
strategic partnership of scientists, 
public stakeholders, decision-makers 
and the private sector that would, 
among other things:

“Stimulate innovation in water 
institutions, with a balance of 
technical- and governance-based 
solutions and taking heed of value 
systems and equity. A failure to adopt 
a more inclusive approach will make it 
impossible to design effective green 
growth strategies or policies.” (GWSP 
2013)

Businesses need the custodian of a 
society’s values to take the lead in 
these issues. Business has a great 
deal to gain – and possibly to 
contribute – to and from more 
effective water resource management. 
To play this role, it will need to 
establish a relationship of trust with 
other partners, both in the specific 
context of its operations as well as in 
the broader political processes that 
set the framework within which it 
operates.
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The roles of the market and  
water prices

Making water available for human use 
usually requires infrastructures and 
associated services and both trigger 
costs. Using water for irrigation 
produces food and access to energy. 
In many societies, people accept the 
need to pay specific costs related to 
the maintenance of infrastructure and 
provision of water supply and sewage 
services. In others, there is resistance 
to paying for what is seen as a natural 
commodity or a public good. 
However, when charges are not linked 
to the cost of service provision or 
become associated with some 
peoples’ inability to pay, issues of cost 
are inevitably addressed within a 
broader context of rights and values.

Illustrating the point, there is a strong 
case for ensuring that all people can 
afford access to clean water for 
household use and sanitation. In 
countries where the taxation base is 
narrow, a case for the provision of 
access at less than the cost of service 
provision can be made. In some 
cases, arguments for the provision of 
access to clean water at a nominal or 
zero charge is legitimate, but only if an 
alternative way of financing provision 
are available. If the result of providing 
access at a nominal or zero charge is 
failure to provide a reliable low cost 
supply, then it is better to provide 
affordable access at full cost than to 
force people to draw water from 
polluted supplies and/or pay for it to 
be carted to them at costs that tend to 
be excessive. 

But prices are not set simply to 
recover costs. More generally, they are 
set by markets and reflect both the 
costs of making water available and 
the nature of the opportunities to use 
it. Price discovery through markets 
works best where water resources are 
is scarce or where the cost of making 
it available is high. But markets are 
only sustainable and desirable if they 
do not have outcomes which conflict 
with underlying value systems. Such 
negative outcomes include the failure 
to take account of ecosystems needs, 

social externalities such as stranded 
populations and infrastructures, 
reductions in return flows, etc.  

However, markets can be of 
considerable assistance in creating 
the conditions to finance water-related 
developments where: power tariffs 
pay for hydropower dams; irrigation 
charges support operation and 
maintenance of schemes; and 
domestic water tariffs contribute to the 
cost of water supply developments.

In addition, they can help to distribute 
water within a sector once externalities 
have been addressed. For instance, 
water markets within local irrigation 
schemes can enable farmers to make 
optimal use of available resource. And, 
urban tariff systems can be designed 
in a stepped manner to achieve both 
welfare goals of access as well as 
efficiency and conservation objectives.

More generally, where the economic 
value of water use exceeds its costs of 
supply (as is often the case in water 
for industrial purposes), it may also be 
sustainable and logical to levy higher 
charges on industry to cover 
externalities or to cross-subsidize 
supplies for social purposes where 
there are problems of affordability and 
access. This is done in many 
countries, with Turkey being a specific 
example where industrial water 
supplies are considerably more 
expensive than domestic supplies 
although the unit cost of providing 
bulk supplies is usually significantly 
lower. These cases demonstrate that 
markets and prices can play an 
important role in achieving social 
goals where their design is guided by 
overarching societal values.
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Conclusions

There are no easy paths through the 
tangled jungle of water resources and 
water uses and the many values 
inherent in them. There is also 
significant scope for confusion and 
conflict and a high likelihood of 
outcomes that are sub-optimal for 
individuals, communities of interest 
and the wider society.

However, a structured review of the 
values that govern the priorities of the 
community or society concerned can 
help businesses to chart a course that 
can facilitate passage through the 
jungle as well as to identify and design 
specific instruments, such as markets 
and prices. In such endeavours, it is 
important not to conceal complexity 
or to seek simplistic solutions to 
complex problems; a systematic 
approach is useful.

It is suggested that one element of 
such an approach is to develop an 
understanding of the importance of 
the different values that are attributed 
to many dimensions of water and its 
use by different groups in a society. 
Once this is done, it is possible to 
identify and build institutions (which 
will be agreed arrangements and 
approaches rather than organizations) 
and instruments (such as markets and 
pricing as well as administrative 
allocation systems) that can help to 
ensure that water flows in a manner 
that is most useful and acceptable to 
the society concerned. This can be 
done through the normal democratic 
processes of the society concerned, 
provided that the underlying values of 
different stakeholders are respected.

Large businesses, increasingly 
concerned about their water risks, are 
understandably anxious to see 
progress in these areas. However, to 
operationalize such outcomes it will 
usually be necessary for the state to 
take the lead since one of their roles is 
precisely to reflect, represent and 
mediate between different interests 
and value systems. The challenge for 
business is to gain the trust of state 

organs, both to encourage the state to 
play its role in establishing the 
framework, and also to accept the 
positive contribution that the private 
sector can play to making water 
management arrangements, including 
markets and prices, work more 
effectively in the broad public interest. 
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