
Historical Water Price Trends
During the past couple of decades, 

regional water demand has 
begun to outstrip available sup-
plies in many parts of the world. 

Although there is a lot of water on our plan-
et, it is often not where we need it, when we 
need it, or of the quality we desire. As the 
world’s population continues to increase, as 
industrial and economic output continues to 
grow around the world, and as higher stan-
dards of living lead to greater per capita 
water consumption, the imbalance between 
supply and demand is poised to increase in 
the future. Water prices will inexorably rise 
in response—indeed, in many places they 
already have.

Historically, in many parts of the world, 
water has been provided free or almost 
free to consumers by benevolent govern-
ments. But when water represents an insig-
nificant expense to the consumer—when 
water’s true value is not reflected in the 
price we pay—it is often used irresponsibly 
or allocated inefficiently. People tend to 
use water in a sloppy or inefficient way 
and to use too much of it—a perfect exam-
ple of the “tragedy of the commons” 
dilemma observed by economists.

In those regions where water availability 
is reaching a crisis stage—where water 
shortages truly threaten economic sur-
vival—necessity has become the mother of 
invention, and various types of new water 
trading and allocation mechanisms are 
beginning to be used. Although such emerg-
ing water markets are only rudimentary and 
subject to imperfect information, they do 
represent a significant advance in the use of 

market forces to drive more efficient 
resource allocation. In a few of these 
regions, historical data on water pricing 
trends are just starting to become available. 
Although these data are only available for 
the recent past and are generally anecdotal 
in nature, they point to a consistent and 
dramatically increasing trend over time for 
both raw and finished water prices. Prices 
of raw water supplies in Australia and 
water rights in the western United States—
the two areas where the most advanced 
water trading markets are developing—
have shown rapid appreciation over the 
past 15 to 20 years. Likewise, a growing 
body of statistical evidence shows that 
delivered water prices—the rates that con-
sumers pay to their local utilities for 
water—are also showing a sharp increase 
over the past several years.

These regional price trends reflect the 
growing scarcity of water supplies. As 
water scarcity issues become more pressing 
in other areas around the world, we will 
start to see the emergence of market trading 
mechanisms to help allocate scarce water 
more efficiently. In short, the sharply 
increasing water prices that we can empiri-
cally observe today in a few selected and 
water-deficient regions are likely to be pre-
dictive of trends that will develop in many 
other parts of the world tomorrow.

WATER IS A UNIQUE
ECONOMIC GOOD 

In most free markets, prices reflect the 
value of the commodity. Price information 
reflects competition among different uses 
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and different participants in the 
market and tends to promote effi-
cient allocation of the commodity. 
Water, however, is different in many 
ways from all other commodities. 
Not only is water the most critical 
substance to life and to economic 
production, it is also the only com-
modity that has no substitute at any 
price. Furthermore, because water 
is a basic human need and because 
it has often been viewed as a sort of 
“free good,” the allocation of 
water has often been handled by 
regional government agencies 
rather than by free markets. The 
situation is succinctly summarized 
in a recent study (2030 Water 
Resources Group, 2009), Charting 
Our Water Future: “Constraints on 
a valuable resource should draw 
new investment and prompt poli-
cies to increase productivity of 
demand and augment supply. How-
ever, for water, arguably one of the 
most constrained and valuable 
resources we have, this does not 
seem to be happening. Calls for 
action multiply and yet an abun-
dance of evidence shows that the 
situation is getting worse.”

In addition, water is a very 
“local” commodity—availability 
and quality vary greatly from one 
region to another. Individual water 
resources and management plans 
are typically viewed from a narrow 
local perspective, often defined by 
a single river basin or watershed 
area. Even within a small region, 
water supplies are subject to great 
variability in terms of hydrology, 
legal status, chemical quality, 
changing climatic conditions, and 
the availability of treatment and 
delivery infrastructure. For all of 
these reasons, water is truly a 
unique economic good. 

Water markets, where they exist 
at all, also tend to be focused on an 
individual watershed or narrow 
water management area. In some of 
the areas where water scarcity has 
become a critical concern—and 
where lack of water has truly 
threatened economic growth or 

public well-being—markets have 
started to emerge as means of more 
efficiently allocating scarce water 

resources. Primary examples 
include the currently drought-
stricken Murray Darling Basin of 

southeastern Australia and several 
areas of the arid but rapidly grow-
ing American Southwest. 

Raw water price trends. Figure 1 
shows the appreciation of water 
entitlement rights in Australia dur-

Although there is a lot of water on our planet, 

it is often not where we need it, when we need

it, or the quality we desire.
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FIGURE 1  Australia’s Murray Darling Basin water entitlement prices 
 by watercourse—1998 to 2009 
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FIGURE 2 New Mexico’s Middle Rio Grande River water right prices—1960 to 2008

Updated figure courtesy of F. Lee Brown (see also Brown, 2008)
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ing the past 10 years. For different 
regions in the Murray Darling 
Basin, an area that has suffered 
from the most severe drought in 
history over the past decade, the 
price of raw water supplies has 
grown at a rate of 12–14% in the 
past 10 years. In the western 
United States, the general trend is 
very similar; raw water prices in 

Colorado have been growing at 
10–15% per year, at least until the 
current housing and economic set-
back began in 2007. Other US 
regions have recently shown even 
faster growth. For example, the 
Middle Rio Grande River Basin of 
New Mexico, which is one of the 
fastest-growing regions in the 
United States, has seen a dramatic 

spike in water prices over the past 
decade after 30 years of modest 
growth (Figure 2). This area is rep-
resentative of a distinct demo-
graphic trend in the United 
States—massive population shifts 
into very arid regions.

In many parts of the western 
United States, it appears that 
water started to become overap-
propriated (i.e., demand began to 
outstrip available supplies) some-
time in the 1980s and early 
1990s, depending on the area. 
During this general time frame, 
the population and level of indus-
trial activity began to reach a 
point at which all of the water 
was essentially spoken for. 
Regions began to move from an 
historical era of “water develop-
ment” into a future era of “water 
allocation.” Because insufficient 
water was available to satisfy the 
needs of all users, mechanisms 
had to be put in place to allocate 
water to its highest-value applica-
tions. Today, declining water 
availability has become a critical 
determinant of future growth in 
many areas of the West: Phoenix 
and Tucson, Ariz.; Las Vegas, 
Nev.; Denver, Colo.; Albuquer-
que, N.M.; and Southern Califor-
nia. As such situations develop, 
water is gradually transferred 
from agricultural irrigation to 
municipal consumption, and the 
prices of such water transfers are 
increasing sharply.

Different areas have reached or 
will reach this critical “tipping 
point” at different times. The key 
point, however, is that more and 
more regions of the world will 
reach the point at which water 
demands will begin to exceed avail-
able supply in the relatively near 
future. The United Nations predicts 
that 40% of the world’s population 
could be living with serious “water 
stress” by the year 2050. Although 
the data presented here are from a 
limited number of areas that are 
already experiencing water stress, 
the emergence of water trading 
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FIGURE 3 Average water and sewage treatment cost increases compared with
 cost increases for all items in consumer price index—1984 to 2008
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mechanisms to achieve improved 
allocation is likely to be repeated in 
many other parts of the United 
States—and the world—in the 
future. All of these factors point to 
a significant long-term appreciation 
in the value of water.

Finished or delivered water price 
trends. As the availability of raw 
water supplies vis-à-vis demand 
declines in a given region and as 

raw water prices rise, it seems inev-
itable that this should—one way or 
the other—eventually be reflected 
in the price of water delivered at 
the tap to homeowners and busi-
nesses. Although the data here are 
also somewhat limited in nature, a 
distinct upward trend is clearly evi-
dent for recent years.

Delivered water prices vary 
widely around the world, from 
essentially free in some areas to as 
much as $34/1,000 gallons in the 
city of Copenhagen, Denmark, 
(GWI, 2009). This study has also 
shown a consistent increase in 
prices and reported an annual 
growth rate in water prices of 10% 
in 2009.

Several other studies conducted 
over the past two decades also 
point to a gradual but consistent 
increase in delivered water prices. 
NUS Consulting has conducted a 
study of commercial rates for 
more than a decade and recently 
reported an average annual US 
rate increase of 7.6% (NUS Con-
sulting, 2008). AWWA, in con-
junction with Raftelis Consulting 
Group, has reported recent aver-
age growth rates in the United 
States of as high as 12% per year 
(AWWA and RFC, 2009). Interest-
ingly, the same study found that 

rates for wastewater treatment 
were increasing even faster. Per-
haps the most convincing longer-
term evidence for this trend comes 
from the US Bureau of Labor Sta-
tistics (Figure 3), which shows that 
the relative cost of water and 
wastewater treatment services has 
risen at a rate well above the gen-
eral consumer price index since the 
mid 1980s. It is important to keep 

in mind that all of these figures are 
national averages—actual price 
increases obviously vary from 
region to region, from zero to 
almost 100% growth per year dur-
ing recent years.

CONCLUSIONS
As conditions of water scarcity 

and stress continue to develop in 
more and more regions around the 
world, water will continue to 
exhibit rapidly increasing prices. 
As this discussion demonstrates, 
we have already seen these trends 
in Australia and the western 
United States—and the conditions 
are in place for this or a similar 
trend to occur in many other parts 
of the world. As price rises, there 
will be more and more incentive 
for improved utilization of water, 
increased recycling, and increased 
reuse of water as well as more 
focus on wiser allocation of water 
among competing uses. Further-
more, as water’s value is increas-
ingly recognized and as its price 
continues to increase, water seems 
likely to begin to evolve into a new 
financial asset class as well—an 
increasingly attractive opportunity 
to invest in. For example, as 
shown in Figure 4, the price of 
Colorado water rights is indexed 

against various other investment 
asset indexes from 1989 to 2006. 
A dollar invested in water rights in 
that state would have clearly 
returned more than a dollar 
invested in most any of the other 
standard financial investment cate-
gories—the stock market, precious 
metals, real estate, or commodi-
ties. Water is our most precious 
commodity, and its price will 
increasingly reflect that fact.
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The sharply increasing water prices that we can 

empirically observe today in a few selected and water-

deficient regions are likely to be predictive of trends that 

will develop in many other parts of the world tomorrow.
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