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Abstract

The core of the innovations about water resources collocation institutions
is the reformation of water rights institutions, while establishing the
institutions of water, rights transactions is the core of the reformation of water
rights institutions. Now, the studies of solving the conflict between supply
and demand of water resources in China are very exigent. With have gone
deeply into the marketization reformation, a series of typically worth
investigation cases of the innovations of water rights institutions have appeared
in China. Therefore, based on the case studies in China’ water rights
transactions; this paper studies the water rights transactions institutions.

Based on the analysis of “dispositional system of water” in the Black
River valley, this paper demonstrates that the initial collocation of regional
water rights depends on the constraint from the upper governments, instead of
market mechanisms in China. The initial collocation of regional water rights
often lies on the upper governments’ preferences, and must be put teeth in. If
the initial water rights were defined clearly and definitely, water rights
transactions will appear. Then the efficiency of water rights collocation is
increased. Maybe the mechanism named “decides by self to administer” can be
applied to the arrangements of regional water rights institutions. But it still
depends on the area of the region or river valley. Perhaps it does need neither
the government restrictions nor market mechanisms in small regions or river
valleys, but it must rely on mainly government restrictions in large regions or
river valleys.

Based on the analysis of water rights transactions between Dongyang City
and Yiwu City, this article proves the conclusion that the reformation and
evolution of water rights transactions institutions in China belongs to the
pattern named “middle mould blossoming”, which is impulsed by the regional
government. In other words, the innovations of water rights institutions are
subject to the reformation pattern which is impulsed by the regional
government. It is because of water rights transactions between governments is
similarly an optimal choice according to existing restrictions. Under the blurry
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property rights, water rights transactions aren’t independence of promotion
by the governments. But water rights transactions between two regional
governments chiefly are drawn by the demand.

Based on the comparison analysis of the reformation of water rights
institutions between Hongshui River Irrigated Area and Liyuan River Irrigated
Area in Zhangye City which is the first experimental unit of the frugal driving
to save water in China, this paper shows the water rights transactions between
two entities who use water are based on the suppose that water rights are
distinct and stable. It is needed to reduce the transaction cost by the
institution design which makes buyer and seller get better. From a potential
revenue of water rights transactions perspective, water rights transactions
trend to existing among industries and between the cities and countries,
instead of resting among farmers. In order to break through current and
temporary water rights transactions, the time of allotting water rights must be
lengthened and the agency organizations of water rights transactions must be
promoted.

Based on the comparison analysis of between water pollution rights
transactions in Minhang District of Shanghai City and the water pollution
rights sale with consideration in Xiuzhou District of Jiaxing City Zhejiang
Province, this paper proves the conclusion that under control of the gross sum
and distinct water rights, the price of water rights transactions can be
analogized by the price of water pollution rights transactions, instead of the
government’ s intervention. Even initial price is zero, even initial price
deviates from the equilibrium price. Market mechanisms can lead to the
emergence of equilibrium price. On the contrary, the government restrictions
against both number and price of pollution rights prevent market mechanisms
from operating efficiently. Therefore market mechanisms possess similarly the
incomparable superiority in the form of water rights price.

Based on the comparison analysis of river contraction cases between
Yongjia County and Cangnan County this book announces that selection of
people is rationality, but the rational of people is limited. The limited rational
of people leads to imcomplete contract. Whether succeed or fail for revision of
imcomplete contract dependes on its transaction cost. The imcomplete contract
may change into complete contract if the transaction cost is lower than the

2



income that probably gains by contract revision. The contract may change into
complete contract if the transaction cost is higher than the income that
probably gains by contract revision. Therefore successful contract of water
rights transaction is a complete contract, to sign an imcomplete contract of
transaction certainly leads to defeat.

The great academic innovations of this paper are:

First, the hypothesis of “multiple-level transactions institutions of water
rights in China” has been put forward and proved, which is composed of the
first market of water rights transactions which is the initial collocation of
regional water rights, the second market of water rights transactions which is
water rights transactions between regional governments and the third market
of water rights transactions which is water rights transactions between entities
who use water. From the first market to the third market of water rights, the
cost of government restrictions appears - the degressive trend and the
transaction cost in markets increases by degrees. Therefore, the institution
innovations in the first water rights market place emphasis upon reducing the
cost of government restrictions and preventing government failure. The
institution innovations in the second water rights market put emphasis upon
integrating market mechanisms with government restrictions efficiently and
making the best of bring into play their advantages and avoiding their
limitations. The institution innovations in the third water rights market
emphasize to reduce the transaction cost in markets and prevent market
failure. In some circumstances, the society mechanisms substitute for market
mechanisms and government restrictions, while in the other circumstances
society mechanisms act as surveillance mechanisms, which avoid market
failure and government failure. This model possesses the stronger capacity of
explanation than existing models, such as “the unified management by”,
“firm management under officer control by”, “definitely market by”, “the
pure market by” and “dependently administers by”.

Second, based on the case studies, this paper constructs the Water Rights
Equation, the Social Net Revenue Function and the Transaction Cost Function
in water rights transactions. Water Rights Equation indicates that the gross
sum of water rights is equaled to the summation of water rights for the
ecology, water rights for life and water rights for production. This equation

3
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can triumphantly explain the possibilities of mutual invading and occupying of
different water rights and the potential possibilities of water rights
transactions. The social net revenue in water rights transactions is equaled to
the sum of external net revenue and internal net revenue. By constructing the
function including some variables such as internal revenue, external revenue,
internal cost and external cost etc, this paper not only explain the cause of
producing water rights transactions but also open out the constraint conditions
of water rights transactions in the general circumstances. As a result, the
conclusion is that “Water rights transactions is the optimal choice according to
existing restrictions”, and its constraint conditions must be “rigidity”. The
transaction cost of water rights transactions is the function of market scale,
bargainers’ water marginal revenue, methods of concluding contracts,
technique level of protecting water resources, effects of supervisory
authorities, effects of arbitral authorities, conditions of public orders etc. This
function demonstrates that water rights transactions depends on the
transaction cost, and reducing the transaction cost is the core of reformation of
water rights institutions.

Third, water rights theorem has been extracted based on Coase
Theorem: if the transaction cost is small enough, the voluntary negotiation
and the transaction activity between owners of water rights consequentially
must lead to water rights collocations of optimization, no matter how are the
initial water rights distributed. Contrarily, if the transaction cost of utilizing
markets is every high, it is necessary that other institutions beyond the market
mechanism intervene, as long as the net revenue of water rights collocations
exceeds certainly zero. Found on foregoing analysis, this paper educes the
conclusion that the way of defining initial water rights depends on the demand
of water rights. Namely, under the circumstances of existing constraints from
the upper governments, if water is used to protecting the environment with
externality, the initial water rights often needs judgments and protections
from the upper governments, otherwise market mechanisms are effective.
Without existing constraints from the upper governments, the way of defining
water rights rests with negotiation abilities and military power of each side
that disputes water resources.

+ Along with pushing into the reformation of marketization in China, the
4



reformation of marketization in the domain of water resources is inevitable. It
involves in water rights problems, while the reformation of water rights
institutions needs the guidance of water rights theories. This paper can
provide the theoretic guidance and policy suggestions for the reformation of
water rights institutions and the establishment and perfection of the

institutions of water rights transactions in China.

Key words: Water Rights Transaction, Institutional Innovation, Case

Studies

1ovdisay O



3
1 8

1.1 [aBRBYRE e seneenees 001
1.3 ABiEy O 1T
KL 5 5K i 5

N NDNN

AW =

008
nessssesseescasrnes 008
T S RO 017

R B IR R IKILEE B BIE oo verereererrereeeeire s 025
RAFIKABLEIHIIESPER covveevveermmeeeeenens
R - TR IR 2K

W W W W w
GV A W N =

-+ 031
R “ K" B‘JZISIﬁ%EiﬁﬂOFXB‘J*ﬂﬁ“ﬁEE

-+ 036
SRAE : X Eiﬁmﬂmm%ﬁﬁa'ﬁﬁﬂ?%{ﬁﬂ%ﬂzfﬁ -+ 038
B KT BEKES - -~ 046

051

it B EREAER TR KA 165 B
K 3Z 5 5 T €U #

eI SO TR DS E- T R P
B0 - 5% BU A K AU BE QU B T E B B e
RIEZ — : XK AL 5 R BT A0 3 1 i 4%

RUEZ = AFRA K A i B B 4k 6 250 4K 58 UM

’n‘/\ -

KIEZ = K FERERANZ S M EEZHE
518 KA 5 A 22 Ve i 25 IR K

-+ 056

LN S N N O N
SN L bW N =

056
059
-+ 063
-+ 066
ves 072

== 076



k oBLOE B MK W R

FPHE STUDIES OF THE INSTITUTIONS OF WATFR RIGHTS TRANSACTIONS

5 *ﬂuﬁgﬁiﬁgﬂut.um“mfm"m“m.m"m”.n.nom
¢ 5.1 2RH: LKA BRI T K BIAE R s eeeereereeeere e ee 080
5.2 B ZHEAREWKNIZS K RBAER - eeeeeereeeee 083
5.3 SKAE KA BE B HT B UAE T REARIE G AR oe oo vereeeneeees 087 -
5.4 SR KNG HEQFEEE KRB ERIE -ooeoeeeeeeer 097
6 KMEBEMBERE oo nceee e e 101
6.1 B LEH 5T KT RBURNBESE-- seeeeee 101
6.2 RV K 5 RALT 5 U 48 N5 W B 0 ks T Ao eeeee e 103
6.3 SRIEZ—: T HHLHI AT LA Bk 2 KT Rk 4 - - 106
6.4 RIEZ . KISENZGPREHHRARGEH oo 110
6.6 L. KIT AN S B BE B L HE R ceereeeees 125
7.1 #H.HEGQILE K- . - 133
7.2 BEARLETARKAELRY. . - 136
7.3 Kib:BHEAR—RARREL—RARTTRLE—X5H R M
-+ 140
7.4 WE:.EEEEW 'ﬁ7]<?%@££)€1ﬁﬁ5iﬁ*ﬁ“ﬁﬁ**%?ﬁﬂ
cae 150
7.5 5. ﬂ*’]*ﬂ*ﬁ@@%ﬁuiﬁf:ﬁ?ﬂﬂ 53 AE RN - - 152
7.6 #Hie:ANHBHEMNEBRLKRBRILER - - 153
8 KNMAEEKAWNZS -+ 156
8.1 JKBUHIBELTRAIMLE ---oeee e 156
8.2 MEIEAEFBIKIBEH o oovrerrrrerenreninnnns ceeens 158
8.3 KMXGHHBF TihS5HE& - e 163

¥ & 8 F 612



O BEWIGRAIR ovververeroienrer e oo e e e et en s e e e e

v 166
- 167
-+ 168
veeee 170

9.1 BEUMTHIBALER v
9.2 BRBILMEFZLL -roovvveeres
9.3 KINMEERIE TR oooerveerenoeens
9.4 HHEAMILNEE ooeoe

BB TTHE oo e et et et e e

EEBGES USRI EERTIRE oo

JB A8 e

166

172

178

- 182

juil



