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Groundwater  Trading: 
Considerations  for  the  Environment 
Presentation to the California Water Commission 

Sarah Heard, Director, MarketLab | September 14, 2021 



90%+ of the Central Valley’s GDEs have disappeared 

Remaining hotspots are essential + host threatened / 
endangered species 
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Where groundwater markets arise
under SGMA, careful design is
essential to ensure they protect
nature, disadvantaged
communities + other important 
resources 
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Carefully  designed  markets 
have  several  key  elements 

Sound GSP 
Open, public process 

Mitigation of 3rd party impacts 

Protections against market power 

Accurate monitoring of pumping 

Market testing + adaptation 
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GSPs should  provide  
adequate  water  for  nature  
Buying water should not be 
essential  for th eir s urvival 
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GSPs must  identify  environmental  beneficial  users 

GSPs  in  critical basins  removed  56%  (76K acres) of GDEs
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A f air,  functioning  market  
requires an open process 
Environmental  stakeholders  should  
be  included in  market  design 
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Federal Wetlands Require Special Consideration 

Atwell  Island  |  BLM Pixley N WR  | USFWS 
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Merced  NWR
USFWS 

  | Kern  wetlands  | NRCS 
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Trading  can concentrate  
pumping  +  impact  sensitive  
resources 

Special Management  Areas 
are a tool  to  mitigate this  risk 
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Example: Fox Canyon Groundwater Market 

2 SMAs delineated in GSP + 
included in the market 

Directional trading rules: no
net pumping within SMAs 

198 AF transferred out of 
pumping trough + seawater
intrusion SMAs in 1st year 

113rd party  impacts 
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Example: Hypothetical  
Groundwater  Market 

GDEs not identified in GSP 

Environmental stakeholders excluded 

No SMAs / trading safeguards created 

Concentrated pumping impacts GDEs 

Stakeholder must buy water / are shut
out of the market 

123rd party  impacts 
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More detail on well-
designed groundwater
markets in Cal Ag 

http://calag.ucanr.edu/archive/?type=pd
f&article=ca.2021a0010 

http://calag.ucanr.edu/archive/?type=pdf&article=ca.2021a0010



