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An Evaluation of the Economic Value of Water —An Application of
the Linear Programming Model

Chinlong Zheng*

[ Abstract ] The economic value of increasing the available water supply as a result of conservation of
forested watersheds can be evaluated by an application of the linear programming model and its shadow
price approach. This study empirically uses data for 22 sectors from the water consumption, output, value
added and input-output tables obtained from Taiwan’s 1986 business survey. It quantifies the relationship
between optimal water resource allocation and the loss of gross domestic product under an assumption of
water shortage, and concludes that the economic value of water is 26 NT dollars per cubic meter. Compari-
son with other studies shows that this proposed approach has a sound theoretical framework and is more ef-

fective both in cost and time saving.
[Key words ] Economic value of water, water conservation, linear programming, shadow price.
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