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What are water markets?  
 
ÅManagement tools for water resources 
ÅProvide drought mitigation and risk management 

ÅDepend on other rules and regulations being in place 

ÅWays to change where and when water is used, increasing its value 
ÅCost-effective way of reaching management goals  

ÅVoluntary transactions between willing buyers and sellers  
ÅShould increase profits for all participants  

 



Water market basics  
 
ÅWhat happens in a water market? 
ÅRegulatory Ҧ Permitting and compliance  

ÅFinancial  Ҧ Price discovery and negotiation 

ÅWho operates water markets? 
Water users associations, government agencies (local, state, and national), 
private industry, no-one  

Å²ƘŀǘΩǎ ǘǊŀŘŜŘ ƛƴ ŀ ǿŀǘŜǊ ƳŀǊƪŜǘΚ Often not water 
Rights to water, irrigated land, wells or development;  

access time to a canal or pump; derivatives 

 



aƛǎŎƻƴŎŜǇǘƛƻƴǎ ŀōƻǳǘ ǿŀǘŜǊ άƳŀǊƪŜǘǎέ 

²ŀǘŜǊ ƳŀǊƪŜǘǎΧ 

ÅhŦǘŜƴ ŀǊŜƴΩǘ ƳŀǊƪŜǘǎ 

ÅAre often not viewed as markets by active participants 

ÅAre not a new idea ς have been around for >1000 years 

ÅWork with all kinds of water rights 

ÅAre most common between agricultural water users 



Water markets ς Formal to Informal 

Åά²ŀǘŜǊ ƳŀǊƪŜǘǎέ include many different transaction types 
ÅLeasing, permanent transfers, sharing, banking, rotation, pooling, & offsets 

ÅPeople generally think of water markets as formal institutions 
ÅCentralized registry, standard price discovery mechanism, and strict reporting 

ÅRequire high degree of property rights security, strong governance 

ÅMost water transfers, worldwide, are informal 
ÅNo centralized recording, handshake contracts 

ÅLack tenure security, lack regulatory approval 






