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AUSTRALIAN WATER MARKET
POLICIES: CURRENT ISSUES
AND FUTURE DIRECTIONS

Introduction

Thiz paper relies on pase empideal
rescarch to e a nuember of current sses
anel furore dwecrians related Lo Avatraliin
weater market policies which Ly beyand
whial s toclucled in the latese peneranon
of warer legislation presently euensing
TR SCALCE LN response b the MNaticoal
Competition Pelicy I We helieve
135 essenrial basrant disoussieg diese s
now since the peed for ther solations are
sorlupaortant aod esealacing so rapidly and
the porential eovicomwmental, social gl
coonemic conscquenees of failing 1w
adeyuately and comprehensively resolve
thern s severe that chere is no rown lor
coanplacenoy.

Tl G et of the paper will pur this
shaternenr into g countentporiry policy
perspective while the second pare will
discuss s currene and cmerging water
market sses, The thisd pare will idencby
clements of the next generation af wate
vrked polices while the forth and inal
part will discuss scone [utuere Jireciions
for water marker policies wichin a wide
witen nemrement policy Framework.

Contemporary policy
developments

he lask diecade saw exlensive and
ruclical developments withan the area of
water policy aod waler munagement, The
Ciouncil of
(CAC) ook an inwense interest i che
ared b 199 wah e mitiation of the
LR Woater Hoeform Agenda [0,
1944, This took place at a tome where
Avstialian Cooperaave Federalizm was in
a periad of ressanable trust betwecn stale
and federa] povernments as a mamfeseation
af Mew Federalizm (Fuowler, 1994 Bates,
1991 TE akse follorared o period widh stel™

Australian Governaenls

g developmencs wathm environmental
aveas resultiog o e MNadonal Stracepy for
leologcall Suscainable Developren
(MEESEY, Austrabian Gosvermmenr, 1992)
anel che Intergoverimental Aprecment on
the Ervrommene (TCGAE) (illow o ioter-
naricnal  developments resulring in
AGENIZAZL and the o Convention
(Mrtare, 1990
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These developments early 1 the
decade terelisre bid sigmificant compo-
nent: af both enviranmental awd socil
'-"-l'-'jl-':." LUTICCTTS ard v e ‘7'1|'|1(f1||i|1'|}‘
lereskrng ar addressiig e condlicr bepween
these and maore radiniomal coanoinic
cancerns. The COAG Water [eform
Auyrenda heewever, ended ups urder gl
widler wmbrella of the MO, which was
an cutcome ol evonomic adonalism
gatring menbm areond e middle of
the degade, Tisues related o cealomanlly
and socially sustaieable Jdevelopinene
towk the back sear during the NOCP
delate, They were only inclnded m the
fnal package of docwinents duge Lo signif-
TCUIIE Pressure frans mreresr gronps inthe
between che ©0MAG
meettgs e Darwin in Febooary 1999 angd
Adelaide i Aprdl 1993 (Ranald, 19953
Focemphasise e Tevel of truse between
the signatomes ta the NCP package o
Lriwial penabty of 542 hillion was impeosed
et sfares for ooo-complinge with g toclly
unrcalisoe mime sehedule

closing  slages

ALl od point of the decade e s
inrc‘h*xnnig tor mote that weead olfrl had
basenn puat into foderal and staee legmslarian,
agreenienls and el measures to enare
comphianee wirh the MOP [n coulst,
ne sienilar eftorss were made o ensire
compliznee witle the WNSESD and the
IGAE cleaely showang the shift i policy
[oeus (Dovers, 1997, Thiz iz af particular
coneern since the BNOT docormenss are
very weak on these saoes and rhe water
policy celorns imbedded in the NOP
wete et msignificant wd cepresenced g
briak with 4 number of ald paradigms,
Koy clements ol e relonn packape were:
roantroduction af il cos

v,

A

¢ privabimation o seind-prvacsation of
public urilirics,

ul Lhe
patural resonirces and i uallasleiciure,

« evolulion management ol

= wse of properey ripghs and market hased

e hanisins, aod

» removal of sovermment subsidies aud

crams-sulsidies or making chem mansparent
Buch policy reforns are consistent

with 4 wider mrernanonal developrment

as expresstd by o number of magor meer
nantonal organisacions suchoas che UN
(Sire, L9903, che Waorld Hank (1993),
CHLCTTY T1989), FAC (1999 and
UNESCOY (2000, Warer pricving and
waler ke are twe koy dssues i rhay
package. Uhe emcraence of thiy sirone
itlerest in priving, property nghts aod
market based staments has its origin
i the face char the warer ccanamy witlin
iy countoes such as Austealia g wel|
and traly mro their macuee plase. Lo his
phise additional wacer supply s hmited
For horh coonomic and envirenmental
redsans while
increasiog i net escaladng. Failing ro
contmue teomeet this increasine derad

demand  foo owaler s

will sericusly impede firther graath Cin
cheeather sice ol e ledger the legacy
ef past water poliores has vested signil’

icant volumes of water o nefticient and
o walue water vsers compaounding
vovaronneneal concerns (Hyerninond and
Mckay. 19950, To cnsure continued
ceonomie proweh especially widun
regicnal and rural areas, where such
croswth 15 wmese needed o ceallovalion of
water reseuros i of fundamental impoe

vance. Foll cost recavery prices are seen
B mah: o encourageStarce Less
prellicient o value water nsess o stop
trtigatig while water kel gee seen
s an instriment Beilimanng ths pracess
while ottering scone compeosation oo
water sellers,

To cowpound e problems and
furcher ghhghe the need for poliey
chiarzes che legaey of past sarer policies
alser mcludes signifieant over-allocations
o weater {within seme valleys of NSW up
ro 100 (e Dongld, 200000, These
aver-allocarions il et
presented g simificane problem becanse
iy heense holders Bave never used cheir
walker (sleeper leenses) o anly vsed them
pactially {doser liconses). The intro-
ductien of water markess howewver B
clangred s picture as such leense holders
cashed in the value nosw alluched o thess
asselz, During the early srapges af water
market operalions as muach az 35% ol all
weater traced m che GRTEY and 09% aloons
e Bobver durzay i SA were sleeper and

have ln the pa



doser heemses activating wnused warer
(Hperndund  and MokKay, 2k To
councer Wos develuproent e Muray
[Parling Basn Clormmssion an (WYY
movisd o place 2 Cap on water extraction
willin the Basin oo avoid o poteorial
aivaronrmental digasoee (WLIECT, 149
Fheme developoenls resoled o decreastng
annnal mEMG gt
Vicrora further increasing the derand Tor
realleeation of
CTE R, the frrcERTe O whater l'l'.l-:{]'ki.'ﬁ.

allaeatoms within

WATCT  IESONrTey anid

As g oresult water owrloews within the
CaMEY s 57 af all water pinchased
o do suppert eaisling crops (Bornlaml
ana Mekay, AINaG

The Tast year of the kst contury saw a
pumber of bnportant reports wriccen
abonr chese ssnes (Avsoralian Acadenmy of
Tuechuologeal Svienves and BErgineenng
aned rhe Bnsemre of Enmneers, 1990,
Mursden Tacobs, 1999 and MoeGuckian o
al, V9 Thie samae wear sasae ursdietions
serambling o produce new legislacion in
Tulillienl af then eblizations under the
PP reoavend the seemificans finencial
penaltics, Mew South Wales inreduced
their new Warer Managemenr il
(LR Ty, Clucensland it Woater
fATlocaticn and Managenent) 15l (ML
Pussry and Western Aascralia The [Righey
i Water o Treigation Aorendment 1l
fHameard amd owavranlhna, 2000 South
Australia  had alreads intcoduced s
Woaler Fesources Manageiment Ace in
| R
Water Markets since the 1980s

Woater markets emerged during the
[980s and their use
widespread duving che 19905 a8 water
mnarket pulivies were widened and wtea

|,'||3'1_'<1 s IMaTe

duced wirkin more Stares. As armgacion
connities became more Guniliae wid
water markets and more conhidene warh
cheir operation and potential  benefics
wealer mn ket activities increased signiti
cantly during the decade (Bornlund and
By 199 2000k, The autlusrs T
rarciesd oot exkense TI."‘G(":.'Ii’:"l'I ik |.|I("'
eperacon and impaces of permanent aaer
parkets in South Avstralia and Microria
Farly ouccome af this rescarch have been
reported 1ol joucoal (Bjoiolood aod
MGy, 1995 1996 and 19950 and i
more dewails elsewhere (Bjormlund and
MeKay, 19981, 19990, 20ia k) In
brief wwater markers soem o have achieved
aononleer el s abjectives such as
P water e e efficicns and higher
walie users witl potentially good batl
I"I"I'_'.":I('I'I'I:-i(' and {'I'I"'.-'iT(:I'I'II'I'Il‘I'IE.Il OIS
However there are abeo some boh
eaviiomnental and  social  reservations
iBnrnlund and el 2000a.R) We will
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et discnss chis further here bot refer che
interestod reader ro che abose refcrencea.
Clur present peoject bas estemded e
investigarions  related  to permanent
Eransters o MNew Souach Wales and added
the operadons and outcenes of inpoerary
makers o Victoria and  Mew Souch
Wales.

Emerging Issuss in Water
Markets: Cross-sectoral demand

[on el apaakes operations almost 100%

nF WATT ETL I'l:-'.f'.l‘l'.\. weTe hebwesn .'IE",'I'I('.1I|—

tural users. This iz likely to change during

e pexl decade ar s Tnder e MIDDT
Clapoall water nsers have o velomerne
license including citics and toawns, As
wrban developoents contioe aod existiog
allacanins hecome nadequate addimonal
urban water supply can only be guined
Frsann e swater nroboet and o eealily wll
have rey come putoof nmiganon, s
developiment will for che fisst dme
geneiale oo el deud dnowaler
The eatly sueeess of warer
markets i accelerating this process, Ay
eliscmmnd

wiarkets

wiler Lan moved Lo more
ethetent and  lgher walue prodoemg
Irripatars Inereasing the arca of production
awowel] s e volume ol produce loun
exwnng rngted areas mrensityimg the
need for rural and repional workers boch
o e and o wsocialed  processing,
packaging. transpart and seraace induseries,
Phis in tren will inercase demand from
non-rural wses sl ae restdeniaald, s
rrial, cormmunity and recreational, As an
exprossion of this development at lease one
cowenship along the Fover Muoeray Tas
mrreduced a develapers levy to pay tor
the purchase of addiocnal wacer oo
salishy increased dermaned o new sulhi-
WiSLES,

Emerging issues in Water
Markets: Temporary v.
permanent markets

I both Wickornand Bew Bourh Wales
remporary water trade was introduced
Lefisre pernpanent swaler uade retlecting
CEMNTINIEY coneers and the B char rhe
prodominant water vsers in both Scates
bave e alulily o beoelit Doome aoaal
weaker trade. I Souch o Anseeaha
CCIprary a1l ].‘-:.'1']]1;1:1(:]][‘ tracde  was
straduced Drean e ootset rellectiog e

brth

Fact that almase all amgacors i South
Auseralia horticulture or
vitlculiure and can ool

are cicher
benelil lrom
avmualle fneonaong sapply.

If policy makers are ceying o

encourize a peonanenl ce-allocation of

warter and the .'I:‘\‘-I:‘.'I:'.I.'Iri'l‘i ‘irl'l]{:T.'IITill I:'I"Iil'l?gl.‘
within irrigation communitics, perisment

tracte 15 nevessary, Vi tess dengatars sl
make more  cfficiene
irnigacicnn and dradnage o pennanent high

IEVCREITICE T I

value crops wathour the  loang-term
sucurity of water, In thae sense the intro-
ducrion ot temporary trade mainly served
the purpose of getting rigators accus-
toured Lo e concepl, gain conlidence in
s workings and open thens eyes oo
podeniial benelis,

Termporary tradie however has its
own advancapes and place in che proces:
cl achieving o more ellicionl water use,
I allovas rrimators to react to changes m
anoal allocations, climatic and marke
changes and changes m persanal circnm
grances, I allowes fumers co sell their water
cemporasily while recovering  fom
sickness of while the land recovers from
civvironanenlal  desradation while sl
gatming some income Ieoalsa allowas
farmiers o retine while remaining on the
Fannel aund gaining inconme om aonoal sale
of the warer keepang the tntesricy of the
propuerly s oan derizaied soierprise Lo
I'"|1r1|1't:. E"Q""I'Ii'l'.:lr'll'":-'l'l:i 0T I.:It(,":'l' .\'.:Ili'

Clomparing  activities within che
cemporary and pernanen mackets o the
CirALLY e Vierora and  the Museay
Foesivn i SR 1L Deconnes apparenc Qul
activities within the remporary markees are
mach higher than within peonanaent
markets, 1o gencral emporary markets
cerds o rrade 10 tmes the volumes of
pernmnenl nurkets cnoan anoual basis
ilpornhond and Mekaw, 2000a) A recent
roport by bMuarsden Jacob {1990 idenficd
significant impedimenes to permanent
crade within many valleys m NSW and
concluded e dies as o consequenee
FI"I-T:.:,_-!"('I e l'll"r‘iT]'.li'll'II" li'iE“;I'Il‘l'-il"iI'I'II' PRI
TR LN

Sonine of the reasons foc ese conun
nres Bvoering weimporary trade were made
lewr toous during o vistl v e G 0
Vaetora and the Moy Bepon of MSW
i April 1999, W discossed these issues
weith derigarars, their advisors and swater
anthercies. Uhree maie chemes emerged
(e these discussaons:

* ]‘nht:'r.' uncerknnty. At least rhree T
ngereaintivs wery iduneifiod;

Loothe tinal impact ot the B Cape

2. envirenmental allocations and in-steam
v clefiilions, aod

A hesw 1o deal wach the sinmeficane levels
ul erver-allocation.

An these assues eventoally are being
resolved annual allocations az proportion
ol warer rights will decrease. As a conse
aueiten, when an g puechases 1 R
al permanend water riglil 16 & uncertain
by wmuch  water the armgaror will
receive in the future for the price paid.
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Lo ather hand sehen an s
purchases | ML of tompotry warer, | ML
isoesacily bl wall b delivered Tor the
prece paid

= Changing Ouancial struccares  of
*.'.l'min:_::, rnfcl'r-rif.cx‘ (1% sl s e
Business cnrerprises). dMany Busingssos
e Loy g posiviod: s lwere Hey cooe
thatr fssers on the balinse sheer oo
postlian wehore ey Lowse maior asscls,
Thedevelopment s hkely b canrnue
angd inerease, as drrigaced Bwnmng becomes
mare capital intensive: Leasiog ol wale
Firs ineo thes comeept and cai he desimned

L Ll the toaiagg o Teises o e
cappinent dependimg one the witer
TesOLINC Y wnel coniraos lor srodueion and
aaly it
arrangement fultills the requircments of

1

commadities. As osuch che
leelal besliouiions Orancing seh

lemaess U he vae of leasing ar water 16 alao

Flewly to bieresser s thee sighon co oo the

R A T I 14 ﬁ':"l'l.:l'l'.'lrl"'il :i'l'l'-ll rlii' I'("".]'I'I":I'-\."'I'I'!i'I'IT
wo ot thie Lused e wbidch e ds vsed. T
has ralken plice in Sonch Avstralia and
eroposed ueder the new NSW e

Mariagemed e A consegquence e dbs

separation the et leaselack ammaemenr
s been seen o Seuth Avseralia, Soch
lemgc bermn leoses has monch the same
gualities s permuanenc oade anee the
lsaee retaing the contral aver the wane
resciiree for g period long cnonesh o
skl Zorne-ternn mvesinenss anellcient
wertir s Uhe leasehack aptian has che
advinige of converting che
weatel asaet dnca cash whicl can b used

1 fnanee N ClERary IMVERTINenTs oo

LTI T

ke the Lo Loog-lene Dracally
vialile and eealomenstly susmmable

= Tasation: issues, [ (R AT puoretises
ammal sweater the pucchase price can be
werieren erb againar anraal meome aed thas

paving acoel H0% Ui porchane proce.
WETTer an restanee sells anenal searer the
g i beeoodTeel against anoual
eEpraes desreciabion or earried forward
cax Losses o provious vears, Given the
foancial position of mane selles s
et that they doonet hase o pay oy
v Lhe oo, Flossewer, (5 an derigziaor
purchases permanent water there 5 nn
ablavy ve depreainie the puselase cost and
trer sellers the sales price 3 farmal by salsecr

e capin] guing

Elements of the next generation
of water market policies

e overeoms the abweve imgedunents
L e swnder wse ol permaoneel sty
rrarkers and ar che @ tme henetis frmm
Ll ermenzing cress-sectera] demund and
izs nherent wader spectnnm al water use
pacceras and risk posioien:s @ nomber ar

Fsther clisees peed to be gle we wane
ta)
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kel palicies, Tl Gl wain aress
need b he sdoressed-

= The abewve menooned chree
wealvedd aaed ty Tl

LIELE T~

Latbiey oosl e
wnpace hiter through to end users. Cince

cavirentenml allocations hasve heen

letized Ve alaliy o T ieaded sy e
caralilihed as weell s el rales barosoch
errsfors,

« Tas relunn are pewded Lo covouraese
the nse of permanent warer trade and
sl
Fotenual seducons wo s vssoe wetll Do

ireestine g i WALCT LIS
ciiscnssed larer

= More sophistciced market isomenes
sucheas luees s opuea coneacs need
o he developed re enahle osers warh
opposite risk cxposure and warce pse
catbens Lo oo Trorssuch Jdilferenees;
M e nghes weed tabe Bester defined
witlt respurer o

Lo Sccurity ol supply speciied w Lo
prababilioy of re

vy the valimenae
'{':llii..IL'H:IL'lﬁ;

2 1eliabilivy ol delivery speciiied as e
pertadd From aedemmg t receiving rhe
Wl

BT constaiogs an lade;

4o Somee indicarien al the expecred quahey
ui uhe waler;

5 The dorarian af the warer vight cither
mnchefinite et a speafied perod - nrhe
Frver case the lkelibood of e wacer righs
beivg reneswaad and the lhowees deie
Pz renewal st be skzed:

= A e elliciemdy operating market,
This s peabably the oosl cooples aod
imprerran ared and seogquires o nanber of
irnpreverents  within many differenc
asprects ol okl oporations

Lo Pansler preaeesses st be Bster aned
ILs LGOI LT ‘S'TL"'.HL'L:lh]L'.

2 Bberationn o demd, supply ad
prices i the marker mona be readhly andd
itz taneeushy available, The conergence
et Woarer Exchanges within the GMILY,
MIL ard Clenreal Brognon Pemse hawe
pravvided this for cemporary trade within
Hcse areas;

Ao Annaal allocarions ness beannomaieed
sl 1 bhe season and changes wosuch
allocarnns mads brequently ot kiown
irzrvals, [oomar Ruecher be msde rons-
pazens e laely Gictors dpace e the lesvel
atalloweations such as aatural preoipicion,
evaperation, Jam levels e For each of
Hiese Tuoters trigneer levels muse be
identitied  cansing increases in anmual
allacaricas, Conomuens reading ol theae
izt velateil o the wigeer Levels st
e comrnnicated todrmigators, Withaoo
such msnshe regracers can oot make

bl Do sell deciiens, Teois

inportant oo umderscand  thac

podioy changes have lansfersed s of

I e

the msk mmagemens trom water authar

ies ot wrisacers. It the postoannnal
allocations were ade based on swater in
rhe sterages plus eapecied ullos dunng
cheseason st non-use aday allocasans
are bastcally made Based oo dam Levels
with lttle
LllIT:'I'Ii:_' rhe seasonn. Suck actal intloss is
pivdy wsid po justify inercases mnoanmeal
alloscatians during che seasen, Durinig the

vl allosanee fur nios

ies Jrve

Lask comple ot seasons chuese nores
come afer mestaneeess coe-aft dake rar
planving conuminnents, Atter chac dace
irrigatoes can oo beoell o additical

allocanons nless they samble an rhem
cotning, As woresule drrdgetors plane loss
Ll sl e up st excess swaer,

4. Fev sk srrgarors o making the correct
By and sell decistons more keoweledse
poregquired alaond the Detors driving water
rhatr ds o the

triggeringe buvers and sellers woaer Uhes

mwarker  aervicies farroes
could b Gotars such as the level of
seaszanal
convadity e, prices af suhstitoes
goodd such as foed for aninals, inrcres

s, s hange veles and e cut-oll daes

allocations, precipitaiion,

foor wreawers ab Jditferenr comunadities as
abowe: Ar this
kowwseledhine 1s vy Tanztedaned s g conse-

dizcussed peesci
auence urikormed decisions are ey
made. Onee sueh knoveledue 1s kneseen
ot b conmmunicated oo decision
anabecrs il inlsozsien: abal ae posicion
of cach Facter muost ke made casily and
contineusly  available
comprelienalilye.

ind eadily

Arelephene sumveyal by ers and sellers
of tenrporary water sl the GRIE
[ friation seasen
cleanly conalised e T thres s ised

during the

.'Il:‘il.‘l'\-'l" 1 :.lf'i': INRTREYY I'IIIl'}I".ITr-I'I"'T '.I'II'|'IFI'?"'.-':"'
Ienls G0 RISt IaTker operations,
Futwre direction in water markat
policies

At thos podng 008 necessary Losop and
corasder the waler npheations af what
ssedl w0 far, s ultimare

wier L ol

o mede saplusucaced and elMoen

saber nurkers wall conerane oo sitnation
e v
coasnpive wses welll aoally be oused
vy linde
cinnsec arater lefo i che rver o ek Far

wilere ar warer allocared  for

ey wviesirs There will b
eorvrroniental needs, The developien:
cntlined in chis papea s erelne enly
coologneally and socilly sosrnmable aarhin
wwisher regulavoery framdwork procectng
sovizonmencal aod socil mrlerests agaios
prrigate mberests rahing che operations ol
efficiene markers,
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avene that

4

hebanry
parker Dosed amd vegnlatery e o

ceonennisls owill

and comtral mstruments are irrceancilable
Ecologrival vooneimss hoseever seenns Lo
Lake o different viewe g <tate that markers
are exeellent servanes o privcr 1asters

wher it cones to provecting bisdiversivg

angl es stsrainability onng,
Ty |
s the coolesiodly sustioulle T
ket rrchanizome can beoan cacelent

sereant b mevee seater aronnd wichine such

I m:“',-.l‘ll regilarey inseanents

h

[, Tnoa recent paper woe outlined secl
o resuluiory Dotk (B oenlund and
Mekay, 20,

Until oew we lave

achoadedeed aond promored the need ter

disvussed,
mereasing the seater user’s posttion and
rights, When disoussong the regulaiory
Fansewnel Lo pulecl Comuanity jukerests
anl emaranmennal coneeres
pex BLIFID e attenition o
o ol Pl rle

\'I'Ii'l'l HLAS T |
s will have

)
ae ko lede,

sy
alilizacions =lice doan owaer usors Woo
were pleased to note thae bodthe Fe L|"J al
Pehtnsten (oo the Envicarment Sematar 1l
and rhe Sonrh Meloster e
Woarer Mesource: Mark Brindal ac pwo
recenl gundene Melbavre and
Clamberea during Mareh 20000 1-n!].~|:.|-'.'.5‘:‘:1
some nght argue chae
praneiog batle che el aisd obilisaions

Arisbrian

[ RS e |

this point

[ERARR AT (Rt  EARCRN TN RTRTR D B A AN -.'-\.'Illl."l'ill:!.ll.'l'll}il.
Ve il howwever argue that the

Plabgrs are

Ly
connplenentary and bt
cicient and progreaasye amigaronrs feday
anderstand this. Phis weas clearly indicated
Lo us i can recent discussions with
irvigarars e PAYW and Victoma,

the argument for defining such
ablimacons hae s roots o0 e public
s nature af warer, Compared e areas
sich as relecommunieancan, rowds, rails,
clectricity and ol the water tadustes
cnplovs a sianificant praporhiea it this

paebhie secrar asser hase {ndusory
Clomnmisica, TH900
L weider community rheretore
waltel interest an the wiav this resoures s
vaed gl o resenable vxpectaaan that the
psers e the water i thae

Flee waspayers aod

aave a

wele st
ket ol the cormenery and nor anly
the inddividual,
-'.':I'-.-'.:LJLII'IJL'I'I'.L'I:.

Such expectiions amy
social, culroral and
coreaTne e e, Wt should be ased
efficiency o masdmize the
lenelils

OO

(o el jabs aoed expose
carmieg, protect eealogges] seares and the
SAVITOTITAND [ CIEUTY 0L ',.u"l:.';lﬁi";-l. |-\1:|g
crnvireanent g che long teonsistain
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