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The management of water has shaped the physical, 
cultural, economic, and ecological landscape of the 
American West. More than a century of human effort 

and large-scale public investment has produced a system of 
water infrastructure and water delivery that rivals any in the 
world in its breadth and scope. That system is now in crisis. Yet 
many of us—especially those of us who live in urban areas—
scarcely think about water.

Expanding water trading can help us to change the use of 
water in the West. As impressive as our water infrastructure 
may be, over the decades, water management in the West 
has also created perverse economic and legal incentives that 
have led to the overdraft of critical groundwater reserves and 
depleted reservoirs, and that have promoted the overallocation 
of Western rivers and streams.

Some farming regions have made enormous investments in 
efficiency, vastly increasing yields on the same or smaller 
supplies; some cities have aggressively embraced water 
conservation, having doubled or tripled their populations 
without increasing their water use. Others have not made 
investments in efficiency or commitments to conservation, 
and have little incentive to do so. Some Western farms and 
cities are facing substantial shortfalls, even as others have 
abundant, high-priority supplies.

This growing tension is reflected in the substantial and 
increasing disparities in price for water supplies that exist 
between and among urban and agricultural users—a tension 
maintained in part by the legal and institutional rules governing 

the movement of water. Yet even as we restrict water trade, we 
support broad and open trade in the commodities produced 
with water. It seems perverse that farmers in California use 
so much water to grow alfalfa for export to China, the United 
Arab Emirates, and Japan, even as the state struggles through 
the worst drought in memory.

Don’t get us wrong: We are not opposed to using water to 
produce crops for the agricultural export market. The United 
States, after all, is the largest indirect exporter of water on the 
planet. This export is mostly in the form of water embedded in 
wheat, corn, and soybeans. But we would like our farmers—
for example, alfalfa farmers who often use large volumes of 
water to produce extra cuttings in the heat of summer—to 
have the option to use less water and to sell or lease their 
surplus water to protect thirsty cities, high-value permanent 
crops endangered by drought, and job-creating industries.

Water trading can facilitate the reallocation of water to meet 
the demands of changing economies and growing populations. 
It can play a vital role in encouraging conservation and 
stewardship of water supplies in a way that can address 
cultural, social, and environmental priorities. It can facilitate 
building a structure for managing the ever-increasing risks of 
greater variability in water, including through methods such 
as insurance contracts, hedging tools, water banking, and 
other mechanisms. Deploying market tools in the allocation 
of water can help us to overcome the growing fragility and 
vulnerability of the water management institutions and 
infrastructure in the American West.
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