
Efficiently Allocating Scarce Water 

Supplies: An Economic Perspective 

and the Role of Water Markets

David B. Willis

Associate Professor

Dept. of Applied Economics and Statistics

Clemson University



The Value of Water

Water resources provide many kinds of value

ÅUse Values
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Total aggregate demand for water is a complex function of all these values

Many demands are non-rival in nature (public goods) and these demands are 

often  underrepresented.

Often inadequate private regard for alternative water uses (over depletion)

Water value and the cost of water acquisition (price) are not the same!!!  

Value is a marginal concept and total expenditure does not reflect total value!!!



Static Efficiency: One User                          

Value versus Price
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