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Abstract

Anintegrated model of water pricing and watershed conservation will be devel oped. The benefits of
adopting the efficient integrated policy will be compared to the status quo policy of under-pricing water
and under-maintaining the watershed and to the policy of adopting efficient pricing without efficient
watershed management. The model will be applied to Leeward Oahu. In particular, we will explore the
hypothesis that efficient watershed maintenance will lower the efficiency price of water enough to offset
the increase in price required for efficiency pricing without proper maintenance. Thisleadsto the
possibility of awin-win-win situation. Current consumers avoid the severe water rationing that would
accompany the continuation of current pricing policiesin the face of substantial watershed damage. Future
consumers avoid the inevitably high prices associated with the required use of desalinated water. Tourists
and other consumers of the environment also win, making the policy a prototype for sustainable resource

management and sustai nable tourism.



