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growing recognition of the limits of the command and control system to
cope with the regional and sectoral conflicts derived from water scarcity.

In spite of these similarities, the legal reforms chosen by both countries
differ in some significant ways. One key factor explaining the different
choices made lies in the evolving balance between the developmental
objective of putting water policy at the service of the expansion of the econ-
omy, and the environmental objective of preserving and protecting the
water sources on the other. Australia, for example, pioneered the adoption
of water markets at a time when water was mainly driven by developmental
purposes, without too much concern over environmental objectives.
Obtaining efficiency gains from water reallocation was at the time at least
as important as mobilizing additional water resources into the agricultural
sector and the overall €conomy. At the same time, development objectives
in Spain were pursued by pioneering water planning at a river basin scale,
but relying mostly on command and control instruments and publicly
driven allocation of water in the economy. In contrast to Australia, water
markets emerge in Spain as a complement of a complex and well estab-
lished institutional water management framework. Trading then was
designed with strong requirements to consider environmental impacts and
€ven as an instrument to achieve environmental goals.

Both countries differ in how far they go in the set-up of the property
rights that can be traded. McKay explains, for instance, how unbundling
water from land ownership was essential for the extension and the efficient
work of water trading in Australia. In an opposite direction, Embid Irujo
explains how attaching water use rights to land ownership, limiting trading
to the right of using water and retaining the property of water in public
hands is considered as a guarantee that water serves the purposes of water
policy. The volume of water to be traded is another substantial difference:
Spain limits transfers to actually effectively utilized water. In so doing it
follows the American system of water trading, where only historically
consumed water can be traded. Australia allows the transfer of non-used-
waters, which may have so far resulted in important environmental and
third party impacts.

The different story-line of water markets in Australia and Spain give some
Interesting clues to understand the different policy priorities and the insti-
tutional changes promoted in both countries. In this sense, McKay explains
that the current political priority in Australia has shifted to a systematic
effort to make water trading work for the environment. Apart from guaran-
teeing minimum flows it requires finding the way to enforce transparent
and acceptable water consumption ceilings defined by a water authority. On
the other hand, Embid Irujo explains why and how water trading needs to
be given space to protect the public interest and environmental standards,
with all provisions to continue to be defined and enforced by the institutions
already in place. In other words, in Australia the Strategy consists of adapt-
ing the water markets to work for the environment, while in Spain the
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priority consists of protecting the environmental objectives from the
outcomes of water trading.

Legal reforms may be necessary for water trading to become not only a
means to cope with water scarcity but also an instrument for adaptive risk
management. Water trading makes it possible to adapt water allocation to
a variable and uncertain water supply, limiting the negative impacts of
droughts in the economy. Publicly defined water allocations can potentially
be politically acceptable (and even efficient) in normal times, but lack the
flexibility required to cope with droughts and with the climate change
driven hydrological uncertainty. In Chapter 18 Almudena Goémez-Ramos
shows how water trading has the potential to make a real contribution to
enhance drought and climate change resilience. To do so she proposes to
explore the complexity of improving water allocation in a context of uncer-
tainty. Once the fundamental principles are set, Gomez-Ramos goes into
the details of the water institutions in Spain in order to discuss the reforms
that would be required in the legal system in order to allow for a better
distribution of risk between water users. Apart from trading on current
water, the author suggests trading on water options, and illustrates this
proposal with an empirical simulation in southern Spain.




