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• Better freshwater management is environmentally 

and politically necessary.

• Doing the most good for the environment requires 

cost-effective and politically durable solutions. 

Facing the problem



Facing the problem



Facing the problem: MfE survey, October 2018



• Tweaks to the status-quo solve neither the 

environmental nor the political problem.

• Good solutions reflect local conditions.

• As water becomes more scarce, being able to trade 

water becomes more important.

Fixing the problem



• Alex Tabarrok: “Prices are a signal wrapped in an 

incentive.”

• Pricing environmental effects encourages efficient 

mitigation

• Pigovean taxes? Or cap-and-trade?

A sidebar on scarcity and prices



• The Emissions Trading Scheme (ETS) caps total 

emissions; trading puts a price on carbon 

emissions.

• Cap-and-trade systems let prices work their magic.

• They can also provide the most cost-effective way 

of reducing environmental burdens.

Fixing the problem: Cap and Trade



• Catchment-based smart-markets 

can automate complex and lengthy 

council approval processes

• Raffensperger & Milke: maximise 

total value subject to hard 

environmental bottom lines.

Cap and Trade: Water trading



Cap and Trade: Nutrient trading



• Failure to address iwi rights has stymied progress.

• Established water consents must count in any water 

refresh.

• The cost of achieving sustainable solutions must be 

shared.

Allocating for sustainability and political durability



• Permanent rights with annual derivatives?

• Bundles of annual rights extending over, say, 25 

years and eroding over the period?

• Rights structures also need to reflect the desired 

burden-sharing.

Allocating for sustainability and political durability
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