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TheTheoryof Goods

Rivalry
yes no
yes private good clubgood
Exclusion
no commongood publicgood
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TheTheoryof Goodsin the caseof water

Rivalry
yes no
yes BottledWater/ | Wellbelongingto a
WatertankLorry tribe
Exclusion
no Riverlake PublicWaterwork
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1. TheTheoryof Goods in the caseof wastewater

Rivalry
yes no
yes private (individual) Publieprivate Partnershigo
wastewatertreatment run awastewatertreatment
| plant +distribution of
plant unreclaimedwastewater
amongthe membersfor
Exclusion irrigation
no disposalbf unreclaimed Publicwastewater
wastewaterinto ariver treatment plant
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Actorsand Instruments indealingwith water

Property of Regulation via

1. Individual 1. Market/Prices

2. State 2. Laws/Ordinances

3. Group/Tribe 3. Custom/Conventions
4. Freeaccess 4.no regulation

Investment/ Runningby
1. Privatewater company

2. Publicwater authority

3. Membersof avillagd tribe
4. nobody
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Tragedyof the Commongn caseof water/ wastewater

The Tragedyof the Commonsoccurswhen a natural resource(lake, river) to
whichalot of peoplehavefree accesss depletedor polluted.

Everyuserhasto decide Hoemuchwater canl useor how muchwastewater
canl dispos&

If everybodycontainshimself the lake' river canbe sustained

If | contain myself but others do not, the systemwill collapse although |
would not havehadanyshortterm profit.

Thisisthe usersdilemma.
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Tragedyof the Commongn caseof water/ wastewater

Why do usersot behavesustainable?

1) Becauseéhere is a difference between maximizing the economic gain and
maximizing the sustainable gain in using natural resources without control of
access. Evenyserconsiders only his individubenefit, but not the effect on
others.

2) Becausaisers follow their individual rationality. The gain of using a common good
belongs to the individual. Thidisadvantage of pollutiors 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 surthefrationalbehavior of
the individualsends in a common tragedy and not in the wealth of nations

3) Because of the constellation modeled by fhesoners Dilemma
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PrisonerdDilemma

PrisonerdDilemma

B1 B2 Numbers sAmountof
B punishmentin years
deny confess
A Decisiorrule: Minimizethe
Maximum
Al 05 0 Resultbecauseof two-way
. mistrust
deny 5:5
0.5 10
With cooperation(=
A2 denying 0,5:0,5is
10 5 possible
confess
0 )
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PrisonerdDilemmawith respectto water/ wastewater

armer B | Limit amountof | Maximize amount | Numbers =profit
water used of water used items
Farmer A
Limit amount of 10 11 Resultbecauseof
water used two-way mistrust O :
10 -1 0
With cooperation
Maximize amount -1 0 10: 1tC))|W0u|d be
of water used possible
11 0

Prof. Dr. UlriciMenzel
October28, 2013
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Tragedyof the Commonsn caseof water/ wastewater

Whydo usersiot behave sustainable?

4) Asthey follow the free riderargumentation.Theeffect of my behavior is that low
In comparison to the high number afater usersthat it rarely counts. If | 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

Prof. Dr. UlriciMenzel
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The negativeexample Aralsee

Cottoncultivation 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 affecte

the cotton cultivation. (Tragedy of the Aral Sea)
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The positiveexample collectiveuseof alpinepastures

Collectiveuse of the alpine pastures in Switzerland and Austria.

Usingthe mountains andvaters (snowJor ski runs, cable cars, snawaking
equipment, huts.

Allmembers of the valleyget a share of the profit. Sustainability?
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What arethe acceptanceroblemsof stakeholder®

Wateris understandasa free gift of nature.

Toproduceadditionalwater demandsa price for water, becausevater
becomeseither a publicor a privategood

First ProblemWhatis the right pricefor water?

If the pricefor water doesnot coverthe costsof production water subsidized
by the state. Thatis the rule in manydevelopingcountries.

Thecostof productionis coveredby taxesor other sourcesof stateincome
(rent in caseof ollproducingcountries).
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What arethe acceptanceroblemsof stakeholder8
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What arethe acceptanceroblemsof stakeholder8

If the pricefor wateristoo low, ,water iswasted pipesare not repairedetc.

If the price for water istoo high,poor peopleare not ableor are not prepared
to payfor water. Thegovernmentis afraid of politicalunrest Thatisthe
reasonwhy the price for water, breadandgas inmanycountriesis subsidized
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What arethe acceptanceroblemsof stakeholder8

In caseof the reuseof reclaimedwastewater, problemsof acceptancare
evenworse

If there is no unterstandingof water asa economicgood, there isno
understandingpf wastewater asan economicgoodat all.

Thepricefor reclaimedwastewater hasto be muchhigherthan for fresh
water to coverthe costsfor reclaimingwastewater.
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Publicwastewater treatment plant
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