
Water Marketing Strategy 
Workshop #3

Virtual Meeting
January 27, 2021 

4pm – 6pm



Agenda

1. Welcome and Introductions
– Presentation will feature live discussion, please use the 

following survey link: https://tinyurl.com/MAGSAsurvey
2. This Study and the GSP
3. Economic Analysis of a MAGSA Water Market
4. Example Water Market Options for MAGSA

– Review market components and present examples
5. Water Market Interactive Exercise

– Exploring bulletin board and electronic markets
6. Recap and Next Steps

https://tinyurl.com/MAGSAsurvey


Project Team

• Amer Hussain and Bob Anderson, Geosyntec 
Consultants

• Malka Kopell and Julia Van Horn, Sacramento 
State Consensus and Collaboration Program

• Duncan MacEwan, Steve Hatchett, Richael Young, 
and Brooks Ronspies, ERA Economics

• Gwyn-Mohr Tully and Greg Young, Tully & Young



This Study and the GSP
Amer Hussain, Geosyntec



MAGSA GSP



GSP Implementation : Projects & Management Actions

• Supply Enhancement 
– Surface water imports
– Conveyance & efficiency improvements
– Managed aquifer recharge/storage (pumping credits)

• Demand Reduction
– Education/outreach 
– Wellhead requirements
– Fees and incentives
– Allocation/pumping restrictions

• Required for a market



Water Market Study Overview

What we are doing

• Describing components of a 
groundwater market

• Preparing a range of 
alternatives, requirements and 
options for a MAGSA 
groundwater market

• Evaluating constraints and 
opportunities for surface water 
usage in MAGSA

• Listening to stakeholders 
regarding preferences and 
concerns

What we are NOT doing

• Formalizing a groundwater 
allocation

• Initiating a water market
• Conducting water transactions
• Negotiating water agreements

Project Timeline
• Completion Spring 2021



Economic Analysis of a MAGSA Water Market
Duncan MacEwan, ERA Economics



What Would a Water Market Mean in MAGSA?

• Irrigated agriculture supports 
the regional economy
– Gross value: $650 M/yr
– Total contribution to regional 

economy
• Jobs: 7,800 FTE 
• Wage income: $510 M/yr
• Value added: $1.1 Billion/yr

• Water demand reduction 
programs would affect crop 
production in MAGSA and the 
linked economy
– Example analysis illustrates the 

effect in MAGSA Note: Example crop map from DWR 2016 (Land iQ) data 



Flexibility in Demand Management Programs

• What is the benefit of voluntary trading?
– Flexibility allowing growers to allocate water to its highest valued uses
– Like all commodities, this depends on the market (supply and demand) for water in 

MAGSA
• Economic analysis of the potential market for water in MAGSA under 

assumed GSP demand management:
– MAGSA w/market vs. MAGSA w/o market

GSP 
Allocation



Example Economic Analysis of a MAGSA Water Market 
• Local water market

– Increase landowner flexibility
– Establish a value for 

groundwater separate from the 
land

– Create potential economic 
benefits by keeping land in 
production

• Estimated annual benefit of a 
market:
– $107 M/yr (around 17% of 

current annual value)

$106.9 M/yr
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Discussion

• What type of value would the flexibility to buy/sell 
water in a market provide for you? What do you 
think are other pros or cons of the option to trade 
water? 
– https://tinyurl.com/MAGSAsurvey

https://tinyurl.com/MAGSAsurvey


Review of Water Market Components



Basin Conditions

• Sustainability 
indicators

• Technical, stakeholder, 
and political 
considerations

Allocation

• Identify and assign 
ownership to different 
sources of tradeable 
groundwater

• May include new 
sources added to 
groundwater

Trading Structure

• The marketplace 
where buyers and 
sellers exchange 
tradeable units

Market Rules

• Participation
• Trading limits, carry-

over
• Prevent/mitigate 

unintended outcomes 
(e.g., DACs and other 
GSP requirements)

Monitoring & 
Enforcement

• Method for tracking 
groundwater use, 
trades, and enforcing 
trading volumes

Market Administration

• Entity that oversees 
the groundwater 
market

• Development costs, 
operating costs, and 
funding sources

Market Reporting

• Transaction 
documentation

• Price discovery
• Confidentiality

Groundwater Market Components



Example Water Market Options for MAGSA
Steve Hatchett, ERA Economics



Allocation
• Example sources of groundwater to trade

– Sustainable yield
– Transitional water
– Imported/banked

• This was not addressed as part of the water market study

• Options and future questions/considerations include:
– How might allocations be quantified and distributed in MAGSA?

• Sustainable yield defined by the Kings Subbasin
• Transitional water gets smaller over time (defined by GSA?)

– An allocation is required for a market
• Part of future MAGSA work

Allocation

• Identify and assign 
ownership to different 
sources of tradeable 
groundwater

• May include new 
sources added to 
groundwater



Administration

• Options
– GSA
– Private 3rd party

Market Administration

• Entity that oversees 
the groundwater 
market

• Development costs, 
operating costs, and 
funding sources



Monitoring and Enforcement

• Options
– Meters
– Remote Sensing
– Crop Factors

Monitoring & 
Enforcement

• Method for tracking 
groundwater use, 
trades, and enforcing 
trading volumes



Reporting

• Preliminary trade approval
– Review by GSA or 3rd Party
– Automated within electronic market

• Confidentiality: Price
– Report aggregate prices only
– Report no prices
– Report all prices

• Confidentiality: Quantity
– Report aggregate quantity
– Report quantity of every trade 

Market Reporting

• Transaction 
documentation

• Price discovery
• Confidentiality

Depends on 
Trading 
Structure



Market Rules
• Length of trades

– Single year leases
– Multi-year leases

• Carryover of any unused 
water/credits
– Unlimited
– Limited up to a capped quantity

• Other considerations
– Trading rules based on hydrogeology and 

other considerations TBD
– Fairness, equity, other considerations
– Access and other unintended outcomes

Market Rules

• Participation
• Trading limits, carry-

over
• Prevent/mitigate 

unintended outcomes 
(e.g., DACs and other 
GSP requirements)

Depends on 
hydrogeologic conditions 
in MAGSA and other 
Projects and 
Management Actions



Trading Structure

• Options
– Electronic Market
– Bulletin Board
– Bilateral Deals
– Brokers

Trading Structure

• The marketplace 
where buyers and 
sellers exchange 
tradeable units



Example MAGSA Water Market Structures

Market Component Example 1 Example 2

Administration • GSA or 3rd Party • 3rd Party

Monitoring & Enforcement • Meters • Meters

Reporting
• 3rd Party Reporting
• No Prices
• Aggregate Quantities

• Reporting Through 
Electronic Market

• Aggregate Prices
• Aggregate Quantities

Market Rules • TBD • TBD

Trading Structure • Bulletin Board • Electronic Market

Allocation • TBD • TBD



Discussion

• Q&A



Water Market Exercise
Richael Young, ERA Economics



Discussion

• Did you prefer the bulletin board or the electronic 
market approach? Why and what were some 
important considerations?
– https://tinyurl.com/MAGSAsurvey

https://tinyurl.com/MAGSAsurvey


Closing
Amer Hussain, Geosyntec Consultants



Summary

• A water market is being considered as one way to 
improve flexibility for GSP demand management
– This study identifies options, implementation decisions would 

occur at a future date
• Two example market options were presented

– Primary difference is in trading structure
– Market rules and allocation would be determined in the future

• Example exercise illustrated how the two example 
market structures worked
– Comparison of bulletin board and electronic market



Discussion

• What additional information would you like to see 
presented at the final workshop to help you 
understand how these example water markets 
could work?
– https://tinyurl.com/MAGSAsurvey

https://tinyurl.com/MAGSAsurvey


How to Stay Informed 

• Watch website for updates:
https://www.mcmullinarea.org/

• Get on IP list
• Submit written questions/comments on 

website: watermarket@mcmullinarea.org
• Technical Workshop #4: Spring 2021
• Additional dialogue opportunities: TBA

http://%C2%A0https:/www.mcmullinarea.org/
mailto:watermarket@mcmullinarea.org


Thank You
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