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 The Theory of Goods in the case of water 
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1. The Theory of Goods- in the case of waste water 
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 Actors and Instruments in dealing with water 

Property of    Regulation via   
1. Individual              1. Market/Prices              

2. State    2. Laws/ Ordinances 

3. Group/ Tribe    3. Custom/ Conventions 

4. Free access    4. no regulation 

 

Investment/ Running by 
1. Private water company 

2. Public water authority  

3. Members of a village/ tribe 

4. nobody 
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Tragedy of the Commons in case of water/ wastewater 

The Tragedy of the Commons occurs when a natural resource (lake, river) to 
which a lot of people have free access is depleted or polluted. 

 

Every user has to decide: Hoe much water can I use or how much waste water 
can I dispose?  

 

If everybody contains himself, the lake/  river can be sustained.  

 
If I contain myself, but others do not, the system will collapse, although I 
would not have had any short-term profit.  

 

This is the users dilemma.  
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Tragedy of the Commons in case of water/ wastewater 

Why do users not behave sustainable?  

 
1) Because there is a difference between maximizing the economic gain and 

maximizing the sustainable gain in using natural resources without control of 
access. Every user considers only his individual benefit, but not the effect on 
others. 

 

2) Because users follow their individual rationality. The gain of using a common good 
belongs to the individual. The disadvantage of pollution is spread to everyone. As 
long as the individual advantage is bigger than the share of the collective 
disadvantage, it is rational to act in that way. The sum of the rational behavior of 
the individuals ends in a common tragedy and not in the wealth of nations. 

 

3) Because of the constellation modeled by the Prisoners Dilemma. 
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Prisoners Dilemma 
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Prisoners Dilemma with respect to water/ waste water 
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Tragedy of the Commons in case of water/ waste water 

Why do users not behave sustainable?  

 
4) As they follow the free rider-argumentation. The effect of my behavior is that low 

in comparison to the high number of  water users that it rarely counts. If I would 
cooperate, the effect for the community would rarely be countable, but my 
personal disadvantage would be very high. Olson argues: The bigger a group, the 
stronger the free rider behavior. 
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The negative example: Aralsee 

 

Cotton cultivation in the Central Asian Soviet Republics since the 1950s by using 
artificial irrigation. The inflows of the Aral Sea are used with the consequence, that the 
Aral Sea dries out and a salt desert remains. The salinization of the landscape affected 
the cotton cultivation. (Tragedy of the Aral Sea)  
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The positive example: collective use of alpine pastures 

Collective use of the alpine pastures in Switzerland and Austria.  

 

Using the mountains and waters (snow) for ski runs, cable cars, snow-making 
equipment, huts.   

 

All members of the valley  get a share of the profit. Sustainability?  
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What are the acceptance problems of stakeholders? 

Water is understand as a free gift of nature. 

 

To produce additional water  demands a price for water, because water 
becomes either a public or a private good. 

 

First Problem: What is the right price for water? 

 

If the price for water does not cover the costs of production, water subsidized 
by the state. That is the rule in many developing countries.  

 

The cost of production is covered by taxes or other sources of state income 
(rent in case of oilproducing countries). 
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What are the acceptance problems of stakeholders? 
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What are the acceptance problems of stakeholders? 

If the price for water is too low, , water is wasted, pipes are not repaired etc. 

 

 

 

 

 

 

 

 

If the price for water is too high, poor people are not able or are not prepared 
to pay for water. The government is afraid of political unrest. That is the 
reason why the price for water, bread and gas in many countries is subsidized. 
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What are the acceptance problems of stakeholders? 

In case of the reuse of reclaimed waste water, problems of acceptance are 
even worse.  

 

If there is no unterstanding of water as a economic good, there is no 
understanding of waste water as an economic good at all. 

 

The price for reclaimed waste water has to be much higher than for fresh 
water to cover the costs for reclaiming waste water. 
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Public waste water treatment plant 
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