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“When the well is dry, we know the worth of
water.”

-Benjamin Franklin

“*Only what Is rare Is valuable, and water,
which iIs the best of all things . . . Is also the
cheapest.

- Plato
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The Paradox of Value

Adam Smith’s diamond—water paradox

Value in use

Value in exchange




Water = Life




What is the goal?

*Source protection and Resilience?
*Property rights?

*Highest value use?

* Efficiency?




Intrinsic Valuation in Water Law

* Public trust doctrine

* Prior appropriation
First in Time

* Beneficial use

Based on changing societal values (e.g., recreation, e-flows)

Standards of Use
Efficient, Reasonable & Non-wasteful

* Prioritization of Use Types
* Rule of Capture




Extrinsic Valuation: Putting a
Price on Water

San Antonio Water System
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The Potential Power of Markets
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Physical Market Challenges

* Marketplace
* Transportability
* Substitutability

For itself

For something else
* Regulatory limitations
* Reactivity
* Scientific reality




Other “Values” in the Mix

Environment
Endangered Species
Environmental Flows
Aesthetic
Recreation
Cultural/Religious
Scarcity
Climate change/drought

The waters in the sky, the waters of rivers, and
water in the well whose source is the ocean, may
all these sacred waters protect me.

* water prayer from the Hindu Rigveda




The (Current) Power of Price

Q* Quantity




Flipping the Economic Model

52.500

52,000

51,500

31,000

5500

52,076

B First Online Year

51,014 5978 W Year 2060
5862
$770
5645
B4z
582
491 496
it

$310

Eﬂz

Municipal Growndwater Other Suface  New Major R se Groundw ater 5@ vl e

Conse rvation Wister A se rvaie Desslination  Desalination

-source 2012 Texas Water Development Board State Water Plan




Alternatives

Keactive

Proactive



Understanding Demand

Volume (m*/d)

Water Demand Projection
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and Use and Elasticity of Demand

(Numbers represent average galions per bill per month)
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Price as a Behavior Trigger

How Do Rising Gas Prices Impact
Driving Habits and Lifestyle?

Gasaline

Diesel #2 m
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4 Changes made because of recent price increases

& Future changes if prices remain at current levels for a sustained period

Source: AAA




“Conservation Oriented” Pricing

* Double Supply Curve
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Cost of Service

WATER COST OF SERVICE / RATE DESIGN PROCESS

R Requirements pene Perform
evenue Requireme
Financial  |s7ep 1. d Detormine User Classes and Bill Tabulation
Revenues Required Accounts and Usage
from Rates by Class Rate Classes
Allocate
STEP 2: Revenue Requirements to Functional Cost
Components e.g. Base, Max Day, and Max Hour
Cost of Service . Determine
STEF 3: Unit Costs of Companients
STEP 4: User Class Costs
Rate .
. Design
Design STEP =: Rate Structure




Questions?
ahardberger@stmarytx.edu
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