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The Value and Cost of Water:
A Case Study of Alavian Dam

S. A. Jafari’

Abstract

In the process of economic development of countries facing
population growth and agricultural development, the
availability of safe water is of great importance. It is also
crucial to consider the social and economical concerns about
water exploitation and conveyance. This paper provides an
overview of the theoretical issues and operational models for
estimating the value and cost of water. The value of water is
divided into three major factors: value in use which could be
direct or indirect, social benefits, and intrinsic value. The full
cost of water is composed of three items: exploitation costs,
economic externalities, and environmental externalities.
Alavian Dam and its irrigation system is located in the Lake
Orumieh Basin. The mean annual release from the dam is 123
million cubic meters, of which around 101 million cubic
meters is diverted to the Soufichai irrigation network.
According to the results, the full cost of water for the dam
and the irrigation network would be 92 and 182 Rial/m’,
respectively with an average of 174 Rial/m®. Besides, the sum
of both factors of value in use and social value is estimated to
be 1622 Rial/m®. Thus the intrinsic value is estimated to be
313 Rial/m’.

Keywords: Value of Water, Intrinsic value, Social benefits,
Cost of water, Environmental externalities.
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