


WATER SUPPLY is a wersetile multi-purpose literarmy projesct. It

. - . u(M't
makes a stimulating text, and by far the widest reference,in water
bovaun aﬁ‘fﬂu 4
economics, with seetienms on technology and law.te—beot~ It is WM c%
rhe et llrsdong

ape—
a vigorous theoretical polemic, ang‘a to ical political tract fired ecomenwiise
(laV‘ln) C ﬁ f?rn%% aA,y a
? ;’ er River ProJect/

off against | e several purposes are o(o—aZwm o
joined in substantial harmony. Some readers will objectfto a LB “ i

text's or reference's being so advocatory, but the authors' hon-
estly label editorial opinions, as—suech~ Theiir s Bae.side's‘h.m’ P“"“’}M,
adding zest and relief to a long and crowde% book, gives purpose sureclio
and unity to what otherwise might be ;a anthotegy of the authors'
previous independent studiies. The chapter on technology,—mﬁo&a
seemg more elaborate than necessary to fulfill its assigned task
of persuading us that there are many alternative means to increase
usable water supply,f;fids a touch of materialistiic realism that
lends weight to the author)s'ggiAigh£({ conclusions.

The authors, jointly or severally, are skilled economic analysts
and more-than-middling specialists in water. They are dedicated :
free-market liberals and unrepressed controversialists. They are W

<conscientious academicians whp spar m fancy-Dans @f” MW*‘"A

Loppesitien—<sd appropriate 1 -sty+e, They are also

plain talkers who hit us where we live at the ballot-box level./{mf—
The product s often d;ﬁputatlou but rarely dul n a world

JEtad ey des il et hemltacgalan, S 1\’\uthors'/ ondiserelion,

.......

refreshingly cah-

its querulous tone

As a political tract i{/suffers from SFNE fe\imperions

querulous moods, and”a penchant for incendiary phrase-making of \\

the Charlie Wilsord school. \The reviewer Has found It most per-

k : \
suasive as a tegxt The reviewer's students

It is highly  persuasive, however, ty/adults magure enough and
students pleek enough not to be a/lenated by its dideectie—tone—
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A unique advantage of WATER SUPPLY is its wide and balanced
coverage. It is easily the @gg€f broadest work Qﬁ/Eﬁg/iﬁgiE?tén
encyclopedia held together by # ZABIEFX ZAA an argument. By—com=——

Only Huffiman's IRRIGATION DEVELOPMENT fifﬂlﬁ approaches WATER

rhet.
SUPPLY in covera e, but =& is excl sively rural nd prima 1ly in-
stitutional. '—Sbme chapters of WATER SUPPLY open new terr1tor1=s.
One Ag¥ such is the application of welfare economics to local
The Usen Bov
policy.ARece;tfgggg}by Eckstein, Renshaw, Krutilla and Eckstein,

McKean, Regan—(The=l'Srspn-—Beoki) and Moley focus ealmesbt—exclusivedy
on Federal policy. Hirshleifer, MzYXzimdn/afd De Haven, and Mil-
liman encompass local and state policy, both rural and urban --
they are mbkistrs)p more @53@353@@# with the latter., Good eco-
nomists that they are, the authors accept the logic of marginal-
cost pricing as their basic recommendation. Conservatives that
they are, they insist, I believe mistakenly, that marginal costs
generally exceed average costs of water supply #Ad so that optimal
prices will cover average costs and obviate any use of tax power.
They see little ne=d to develop the interesting implications of
marginal-cost pricing with decreasing costs. They culminate in
recommending differential peak load pricing, especially on a
seasonal basis, and other kinds of price diéscrimination. Their
analysis and conclusions might have been different, I believe, had
they more clearly distinguished the pricing and rationing of water
F.O.B.;:‘source. from the pricing and rationing of aqueducts. Re-
gardless, they have opened an important new field and given us
an excellent statement of fH¢ a conservative position.

Another important "first" is an economic evaluation of water
law. As good economists the authors are properly appalled by
the inflexible irrationality of the law and its allocations, and
the high congent of administrative and judicial discretion in

the allocative process. Their posing of issues is a bit emotive



and prejudicialf/-"Government Discretion or Property Rights?" --=-
and the answer hardly comes as a surprise. A pioneer venture may
be forgiven for oversimplification. They have unerringly fingered
the most important neglected topic in water economics and inaug-
urated, let us hope, extensive discussion and early reform.

Appraisers will miss, and economists should miss any treatment
of land policy. Appraisers need no convimcing that land policy is
integrally related to public works of any kind. Ray Teele, whose
ECONOMICS OF LAND RECLAMATION dominated the field of water economics
until about 1950, emphasized the effect of water supply on land
values, and lamented the troublesome lag of private land improve-
ment behind public works' construction. That thesis would seem
congenial to the authors of WATER SUPPLY, who, in anti-Galbraithian
vein, deplore the greater ease with which capital flows into
public than private investments. They might have enriched their argument
EA£ELs by relating it to the YAZL/Bf/LFiFdf¢ land-settlement lag,
both rural and urban, a problem today exacerbated over Teele's
period, yet less well documented.

Some basic land economics would also have enriched the treat-
ment of benefit-cost analysis and the welfare-economic avaluation
of public projects. Hirshgeifer, De Haven, and Milliman are aware
that water projects generate surplus benefits above what sellers
can recapture by simple price. They propose tapping some of
the surplus by elaborate and I think impracticable schemes of experimental
demand-probing and price di@&scrimination. They neglect to note that
consumer surpluses are reflected in the rents and prices consumers
bid for land within a project service area, and that ad valorenm
local taxes are a pPrdefifdalzffd time-honored device to recapture
§Be o B4EPRER T 8 RE0  80nBRY RRRORER  pLRELE RRYRT 15 not always

The authors' theses might be abstracted as follows. Society
fails to use the price system adequately or correctly to allocate
either water or the capital to develop water. Water rates are
chronically too low)for these reasons: an irrational tradition
against price-rationing of water; charismatic leadership that
prefers glamorous pyramid- and empire-building to mundane steward-

ship of public funds and limited but adequate local waters; biassed



bookkeeping ruses of governments at all levels to overstate
benefits and understate costsf, especially interest costs;

the prescriptive element in water law that bases usufructuary
control on early ﬁ%?%iaBﬁﬁﬁinﬁhd so rewards premature and ex-
cessive Wifhdedwd)Yg development; and legislative logrolling.
Local shortages that might best be met by raising water rates to
balance supply with demand are instead exploited to panic voters
into supporting monumental works to import remote waters at high
cost.

That the thesis is more than half true must be conceded by
those who follow water affairs with any reasonable skepticism;
that it is therefore important is self-evident. History will con-
firm, I believe, the authors' judgment of the FRP and—CH¥2 We are
fortunate to have these outspoken analysts, concerned and informed
yet unbeholden to local interests, to say it so loud and clear.

The impact is weakened, however, by overstatement. Specific
public enterprises are condemned not just because they warrant
it but because the criteria are unduly restrictive. Private en-
terprise, with all its limitations, is the norm. Governments are
not to exploit whatever prope?‘advantages their nature gives them,

but their weaknesses are pi f¢, Public projects should be e-

valuated as though financed by revenue bonds. Benefits should be
recaptured gy price or not coun{ed. Kafipafbyfzie/pho)lifzgnlerpfigd
j t t v ™ cgngma }
;szfﬁr %e%a& §h§ gogkgs/gglgxglglngsg gmggyggg}gixgriticizid/aﬁ
Xaeking Parapfcg V' Armilione Aeied bon doce.

Antlpathy te/ﬁabllc enterprlse/ﬁgeEgeggsgiioueaghcjﬁﬁghﬁdzmee

of—the—reviewer. An example is the treatment of water law. The
authors attrithude the uneconomic inflexibility of water alloca-
tions largely to ill-advised do-goodism in courts and administrative
agencies. One would never guess from their treatment that it is

a Federal agency, the Bureau of Reclamation, that stands for eco-
nomic flexibility of water allocations, and local landholders and
water districts who resist and £zimg clutch for inflexible ap-
purtenance of specific waters to specific lands in perpetuity.

Neither would one guess from the extraordinary fedafmgff dis-




cussion of Gin Chow v. Sta. Barbara that judicial, legislative, and
constitutional limitations on riparian rights in California were
calculated to clarify definitions of rights, enhance transfer-
ability, and actually to consummate some economic transfers.
The role of riparian rights in western water history has been one
of negation, denial, and obstruction. The authors' idea that the
goal of negotiable water rights is to be reached by confirming the
inflated claims of riparian landholders smacks of a priori dogma
inpogedzgn/the/ufarg/cgnfext{ refusing to be confused by the facts.
Another imbalance is the authors' reproach risk-pooling ¥
enhance—eredit—ratings when practised by governments, contrasted
with their endorsement of the same practise when applied by cor-
porations. Governments often abuse the principle, no doubt, but
why strengthen the abuses by lumping them with the principle?
If we're required to hoe down the crop with the weeds we might
as well go swimming instead.
,‘nother imbslance is the emphasis on underpricing and $ederamee—
Qifly=oP silence abouty overpricingdof :zgzzé” Yet many cities use
water supply as they do power and gas, as tax-collecting maehines ﬁnﬂaaalz;

to meet the municipal defiiif;jklrrational resistance to rai;;;E~_~\\\

local assessments and tax rates is no less a factor than irratie&ii//’

resistance to water to1£i§?nC§§{%83%£grifrigation Districts have

for years now raised more income from water tolls than ad valorem
taxes. »

<;l6£e wonders if the authors' outlook might differ if their early
studies had centered on the moss-backed San Francisco Water De-
partment instead o: the exuberant one in Los Angeles. Economic

waste from overpricing the abundant is as real as waste from

underpricing the scarce. ri A ‘
Those imbalances are by no means fatal;Aaad—may—ea&y weaken the |

! ]

thesis @ one man's opinion. The authors are frank |

editorialists, not purporting to supply a balanced ration but an ‘

antidote for the undeniable excesses of seme- monument-builders.

On balance the reviewer must recommend the antidote as incomparably
< to
the best on the market, only +d€d the consumer supplzpﬁ himself




o rhecn docimar,
with some of the poison as well./rz Gl
Nor are the authors unbending”degmetists. In earlier works they
have imputed the notorious premature thirst of Los Angeles largely

to frdditiafa)lzp¥elegziaiedé conventional villains: power-hungry
ﬁcounting,
Ol

bureaucrats ulled voters, left-win ilpso hers .anapgﬁ
Py Rt Dgadds veelod At v Hak oub. Kot &

Z» the present work they introduce a rival v1lla1n %he—jjézf_lau- \M&»-AMQZ&«~
Ao make el imne s the othecs. This » ki wali.

yer, with his principle of prescriptive rights. Within that con-

text Mulholland the monument-builder, with his callousness toward !
b Cnssin covd proponty Love 1 hcrsaces,
interest and depreciation on 1dle caEaclty,‘beglns to appear more

wes.
rational, and even foreslghtedA e did not write the rule-book; he

simply won the games [ Leos Qugeles,

Thls‘ i even at the expense of

e 2 K one o
cherished old positions, gives the book arjelement of greatness.
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