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RRooaaddmmaapp
 

••	 WWaatteerr mmaarrkkeettss –– ppaasssséé,, oorr:: DDoo wwee ffiigghhtt tthhee 

pprreevviioouuss wwaarr?? 

••	 WWhhyy yyeess??-- SSoommee eexxaammpplleess:: uurrbbaann –– ffaarrmmiinngg 

ttrraaddeess,, aaggrriiccuullttuurree –– aaggrriiccuullttuurree ttrraaddeess,, iinntteerrssttaattee 

ttrraaddeess,, cclliimmaattee cchhaannggee;; 

••	 OOnn ““bbuuyyiinngg ttiimmee”” aanndd ssaavviinngg ssccaarrccee rreessoouurrcceess 

••	 WWhhyy nnoott?? –– LLiiffee--ssuuppppoorrtt,, eennvviirroonnmmeennttaall,, ppoolliittiiccaall 

&& ccuullttuurraall iinnssttiittuuttiioonnss aanndd iimmppeeddiimmeennttss;; 

EEccoonnoommiicc eeffffiicciieennccyy vvss.. eeqquuiittyy ccoonnssiiddeerraattiioonnss 
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• FFaarrmmeerrss iinn mmaannyy ppaarrttss ooff tthhee wwoorrlldd uussee rroouugghhllyy 

8800%% ooff tthhee rreeggiioonn''ss wwaatteerr,, oofftteenn iinn llooww--vvaalluuee oorr 

ssuubbssiiddiizzeedd ccrrooppss,, ssuucchh aass aallffaallffaa,, ccoottttoonn,, oorr rriiccee.. 

•• FFaarrmmeerrss ttyyppiiccaallllyy ppaayy oonnllyy ffoorr tthhee ppuummppiinngg oorr 

ccoonnvveeyyaannccee ccoossttss ffoorr tthhee wwaatteerr aanndd nnoott ffoorr iittss 

ssccaarrcciittyy vvaalluuee.. 

•• MMuucchh wwaatteerr uussee iinn aaggrriiccuullttuurree hhaass lleessss vvaalluuee 

tthhaann iiff iitt wweerree uusseedd iinn rraappiiddllyy ggrroowwiinngg uurrbbaann 

aarreeaass aanndd iinn mmaannyy eennvviirroonnmmeennttaall aanndd 

rreeccrreeaattiioonnaall uusseess.. SSiiggnniiffiiccaanntt aallllooccaattiivvee ggaaiinnss 

aarriissee iiff ssoommee wwaatteerr iiss mmoovveedd ffrroomm aaggrriiccuullttuurree ttoo 

ootthheerr sseeccttoorrss 
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•• TThhee vvaalluuee ooff wwaatteerr uusseedd iinn aaggrriiccuullttuurree wwaass 

$$00..0022––$$00..1199 ppeerr mm33 iinn tthhee RRiioo GGrraannddee 

VVaalllleeyy.. FFoorr uurrbbaann wwaatteerr:: $$00..5533 ttoo $$11..7700 ppeerr 

mm33.. OOnn aavveerraaggee,, rreeaallllooccaattiinngg wwaatteerr pprroodduucceedd 

nneett bbeenneeffiittss ooff $$00..8811 ppeerr mm33.. 

•• IInn CCaalliiffoorrnniiaa,, aann aaccrree--ffoooott uusseedd iinn tthhee 

sseemmiiccoonndduuccttoorr iinndduussttrryy pprroodduucceess $$998800,,000000 

iinn ggrroossss ssttaattee rreevveennuuee;; tthhaatt ssaammee aaccrree--ffoooott 

uusseedd ttoo ggrrooww ccoottttoonn aanndd aallffaallffaa ggeenneerraatteedd 

$$6600.. 

ZZaarraaggoozzaa,, 3300 JJuullyy 22000088
 

http:0.02�$0.19


      

                

              

              

  

          

                

            

              

        

Zaragoza, 30 July 2008Zaragoza, 30 July 2008 

These disparities in the value of water haveThese disparities in the value of water have 

occasioned calls for reallocation of wateroccasioned calls for reallocation of water fromfrom 

lower value to higher value activities throughlower value to higher value activities through 

water marketingwater marketing.. 

Such trades can benefitSuch trades can benefit bothboth parties:parties: farmersfarmers 

receive more for their water than they couldreceive more for their water than they could 

earn in agriculture andearn in agriculture and citiescities ses cure additionalecure additional 

waterwater at a lower cost than availableat a lower cost than available 

alternativesalternatives, such as desalination., such as desalination. 



      

     

        

        
       

     

        

      
       

       

        
        

Efficiency gains achieved through trade 

could be significant (studies carried out at Tel 

Aviv and Haifa Universities in the early 90’s). 
Through water trade both Israel and Palestine 

may improve their economic well-being. 

The studies show that if trade were allowed, 

water would be “exported” to the Palestinians, 
enabling both parties to utilize the shared 

resource in a more efficient way. The 

underlying reason: The shadow price of 1 cubic 
meter in Palestine is higher than in Israel. 

ZZaarraaggoozzaa,, 3300 JJuullyy 22000088
 



      

        
       

       

       
 

      
     

      

Furthermore, the models indicate that the 
equilibrium “market” price would be lower 

than the cost of desalinized water. 

Under trade, the price would be $ 0.25-0.30 / 
m3 in Israel and 0.40-0.50 in the West Bank 

and Gaza. This was significantly lower than 

the price of desalination which stood at 0.80
1.10. 
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Water Markets – an
 
instrument, not an objective
 

The concept of Water as a tradable
 
commodity as an educational tool for
 

policy makers and “stakeholders”
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WWaatteerr MMaarrkkeettiinngg aass aann aaddaappttiivvee rreessppoonnssee
 
ttoo tthhee tthhrreeaatt ooff cclliimmaattee cchhaannggee..
 

••	 TThhee ggrraadduuaall wwaarrmmiinngg ooff tthhee aattmmoosspphheerree iiss 

cceerrttaaiinn ttoo cchhaannggee tthhee ddiissttrriibbuuttiioonn aanndd aavvaaii llaabbiilliittyy 

ooff wwaatteerr ssuupppplliieess,, wwiitthh ppootteennttiiaallllyy sseevveerree 

ccoonnsseeqquueenncceess ffoorr ffrreesshhwwaatteerr ssuupppplliieess.. 
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VVAALLUUEE model
 

Optimal (farm) Land cum Water (of 
varying qualities) Use by 45 crops in 21 

ecological regions (“natural zones”) 

under varying climatic scenarios 

ZZaarraaggoozzaa,, 3300 JJuullyy 22000088
 



      

     
        

       

            

          

      
     

    

      
    

       

       

The United Nations Intergovernmental Panel 
On Climate Change (IPCC) has noted that there 

are numerous policy options that ““wwoouulldd 

ggeenneerraattee nneett ssoocciiaall bbeenneeffiittss rreeggaarrddlleessss ooff 

wwhheetthheerr tthheerree wwaass aa cclliimmaattee cchhaannggee..”” 

Such “no regrets” policies would include the 
elimination of irrigation and development 

subsidies that artificially increase water 

demand, the incorporation of eennvviirroonnmmeennttaall 

vvaalluueess into existing water institutions. 

The gradual implementation of water markets is 

also such a “no regrets” policy. 
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Is it?Is it? 
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Water for Nature Law 
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CCoonncclluussiioonnss
 

1.	 There are definitely economic gains to be 
derived from trading in water – across 

sectors, regions, countries 

2.	 Water is a reproducible commodity. Like 
many other goods and services, water 

use entails externalities 

3.	 To trade in water – you need to have 
water (or the means to buy it or produce 
it) in the first place! 
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CCoonncclluussiioonnss ((ccoonntt..))
 

4. Water markets in most cases would fail to 

handle water’s life support functions and 
environmental service provisions 
(universally true) 

5. Institutional set-ups (e.g., state ownership 

of water resources as is the case in the 
ME) will render water markets superfluous 
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