California markets, continued from page 25

involves potential third-party effects

on environmental interests and on the
economies of rural towns and counties
in water-selling regions. While third-
party economic costs have been shown
to be small compared with state and
even county economies, they can be
significant for individuals and individual
rural towns. There are also concerns that
water market transfers could have a wide
variety of third-party environmental
impacts. As water markets continue to
be developed for pragmatic purposes by
pragmatic people, such concerns appear
to be more satisfactorily addressed over
time. For example, to minimize negative
third-party effects, it is becoming
common to limit concentration of water
purchases from selling regions and to
coordinate water purchases with some
environmental objectives, but it will take
time to work through these issues.

Markets Offer Multiple Benefits
California’s experience and the results
from the CALVIN model in California
indicate that water markets provide
considerable flexibility for managing
large, complex, and diverse water
resource systems. Where control of the
system is decentralized, markets also
provide incentives and mechanisms for
different buyers and sellers, including
environmental interests, to cooperate
and seek opportunities for mutual
benefits. Water marketing’s ability to
help coordinate local agency actions

is a major benefit, given the current
financial and political difficulties of
federal and state agencies in providing
leadership in solving water problems.

For more information, contact Jay Lund at
jrlund@ucdavis.edu.
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