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WWHYHY WWATERATER MMARKETSARKETS? ? 

• Scarcity (limited water resources)

• Population Growth & Drought

• Conflicting Demands 

• Efficient Allocation of Water

• Incentives for Conservation & 
Efficiency
– Reduce pressure to develop new sources

• Reduce Risks



TTHEHE SSTATETATE’’SS RROLEOLE

• Define Property Rights to Water

• Enforcement

• Create Incentives for Trading
– Remove Market Barriers 

• Beneficial Use

• Diversions

• Transferability of Rights (lease, donate, 
sell)

• Reduce Transaction Costs



IINSTREAMNSTREAM FFLOWLOW MMARKETSARKETS
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• Third party effects
– Groundwater-Surface water 

interactions
– Existing Right Holders
– Downstream users

• Increased consumptive water use
• Environmental impacts
• Economic Costs
• Social Impacts

MMARKETARKET/B/BANKINGANKING CCOSTSOSTS



CCONCLUSIONSONCLUSIONS

• Montana ahead of much of the West
• Strong Institutional Setting

– Property Rights
– Water Right Transfers

• Groundwater-Surface Water 
Interaction

• Improve Information Availability
– Prices, Bulletin Boards, Central 

Database


