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Abstract

In certain circles, demand management is seen as one and the same thing as economic

pricing. This thinking is stimulated by the Dublin principle that water should be

considered an economic good. But is this reasoning correct? Is economic pricing an

adequate means to reach more desirable levels of demand? There is considerable

misunderstanding about what the concept of water as an economic good implies. In

this paper it is argued that water pricing should primarily serve the purpose of financial

sustainability through cost recovery. Moreover, in water pricing, adequate attention

should be given to equity considerations through, for example, increasing block tariffs.

Instead of economic pricing there is a need for defining a reasonable price, which

provides full cost recovery but which safeguards ecological requirements and access to

safe water for the poor. Giving a reasonable price to water has the additional benefit

that it sends out a clear signal to the users that water should be used wisely, but the

prime target of water pricing remains cost recovery. A major argument of neoclassical
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economists is that economic pricing of water will facilitate the re-allocation of water

from sectors with lower added value (such as agriculture) to sectors with a higher

added value (such as urban water use). However, the value of alternative uses of

irrigation water is often grossly over-estimated. Adequate and effective regulations may

suffice in order to achieve the optimal allocation of water resources.

Keywords:

Water pricing Dublin Principle demand management financial sustainability cost recovery

Related research 

Recommended articles Cited by 

144

Integrated water resources management: balancing views and improving practice

Neil S. Grigg

Water International



People also read

https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1111%252Fj.1536-7150.1997.tb02656.x&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.2166%252Fwst.2001.0176&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1007%252Fbf01102810&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252Fs1464-1909%252800%252900005-8&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252Fs1366-7017%252899%252900021-5&type=Scholix
https://www.tandfonline.com/servlet/linkout?url=https%3A%2F%2Fdx.doi.org%2F10.1016%252Fs1366-7017%252899%252900027-6&type=Scholix
https://scholexplorer.openaire.eu/
https://www.tandfonline.com/keyword/Water+pricing
https://www.tandfonline.com/keyword/Dublin+Principle
https://www.tandfonline.com/keyword/demand+management
https://www.tandfonline.com/keyword/financial+sustainability
https://www.tandfonline.com/keyword/cost+recovery
https://www.tandfonline.com/doi/full/10.1080/02508060802272820?src=recsys
https://www.tandfonline.com/author/Grigg%2C+Neil+S


Published online: 18 Aug 2008

Role of economic instruments in water allocation reform: lessons from Europe

Dolores Rey et al.

International Journal of Water Resources Development

Published online: 19 Jan 2018







Information for

Authors

R&D professionals

Editors

Librarians

Societies

Open access

Overview

Open journals

Open Select

Dove Medical Press

F1000Research

Opportunities

Reprints and e-prints

Advertising solutions

Accelerated publication

Corporate access solutions

Help and information

Help and contact

Newsroom

All journals

Books

 Sign me up

 

 

Keep up to date

Register to receive personalised research and resources

by email

Copyright © 2025 Informa UK Limited Privacy policy Cookies Terms & conditions

Accessibility

Registered in England & Wales No. 01072954 

5 Howick Place | London | SW1P 1WG

https://www.tandfonline.com/doi/full/10.1080/07900627.2017.1422702?src=recsys
https://www.tandfonline.com/author/Rey%2C+Dolores
https://authorservices.taylorandfrancis.com/
https://taylorandfrancis.com/who-we-serve/industry-government/business/
https://editorresources.taylorandfrancis.com/
https://www.tandfonline.com/page/librarians
https://www.tandfonline.com/societies
https://www.tandfonline.com/openaccess
https://www.tandfonline.com/openaccess/openjournals
https://www.tandfonline.com/openaccess/openselect
https://www.tandfonline.com/openaccess/dove
https://www.tandfonline.com/openaccess/f1000
https://taylorandfrancis.com/who-we-serve/industry-government/marketing/
https://taylorandfrancis.com/partnership/commercial/advertising-solutions/
https://taylorandfrancis.com/partnership/commercial/accelerated-publication/
https://taylorandfrancis.com/who-we-serve/industry-government/business/purchasing-options/
https://help.tandfonline.com/
https://newsroom.taylorandfrancisgroup.com/
https://www.tandfonline.com/journals?&pageSize=3000
https://www.routledge.com/
https://taylorandfrancis.formstack.com/forms/tfoguest_signup
http://facebook.com/TaylorandFrancisGroup
https://twitter.com/tandfonline
http://linkedin.com/company/taylor-&-francis-group
https://www.youtube.com/user/TaylorandFrancis
http://www.weibo.com/tandfchina
https://bsky.app/profile/tandfresearch.bsky.social
https://www.informa.com/
https://informa.com/privacy-policy/
https://privacy.informa.com/trackers/en/
https://www.tandfonline.com/terms-and-conditions
https://www.tandfonline.com/accessibility
http://taylorandfrancis.com/

