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THE ELEPHANT BUTTE IRRIGATION DISTRICT

The Elephant Butte Irrigation District (EBID) is the surface irrigation water provider for
farmland in the valleys of Dofia Ana County and the Rincon Valley in Sierra County. There
are approximately 90,640 water-righted acres of farmland within the district downstream of
the Caballo Dam (Figure 5). Elephant Butte and Caballo Reservoirs, with a total capacity
of 2,564,600 acre-feet, store water for the district (Figure 6). There are currently more than
8,000 water users in the district, of which 3,600 are classified as farm tracts with at least
2 acres of irrigated land. The remaining users are classified as small tracts and receive surface
water to irrigate mostly urban landscapes under 2 acres.

Although New Mexico is a prior appropriation state, the priority date is the same for all
users within the Elephant Butte Irrigation District, so essentially it operates as a proportional
water distribution system. Under a proportional system, all water users share equally in
shortages and receive the same water allocation per acre.

When water is plentiful, an EBID farmer will receive the full allotment, which is two
acre-feet per acre with the option to purchase a third acre-foot. The assessment for this water
is $50 per water-righted acre for the first two acres and $18-20 per water-righted acre for
the optional third acre-foot. As in most of the western United States, water allocation is not
guaranteed from year to year.

Conservation Pool

Wiater trading is currently allowed by district guidelines, but prices are generally fixed
and only farm tract users are allowed to participate in transfers. Unused water is stored in a
conservation pool in the reservoirs. The conserved water can either be sold directly by the
farmer, or EBID can act as a broker for a water seller. The cost of purchasing water from the
conservation pool changes on a yearly basis in order to cover increasing costs and expenses
that EBID might incur. For the 2005 growing season, conserved water was available for
$18 per acre-foot (L. DeMouche, personal communication, June 15, 2006)

Although there are more small tract than farm tract users, the volume of water consumed
by farm tract users is far greater (Figure 7). Farm tract users account for over 96% of all
water-righted acreage. Also, farm tract users have greater flexibility in water deliveries and
hence water transfers. Given these characteristics, this research focuses only on water transfer
interests among farm tract users.

Agriculture in the Elephant Butte Irrigation District

Table 2. Major Crops in Doiia Ana. Over 95% of the farmland that

Crop Acreage  EB|D irrigates lies within Dofia Ana
Pecans 25,981 c tv (V. B dorf |

All Cotton 15,020 ounty (  Beversdorf, persona

of which Pima Cotton 6,535  communication, July 31, 2006). The
Vegetables, Melons, Potatoes, Sweet Potatoes 10,282 county is a highly productive agricultural
'F\'o”r;s;gy Green House, Floriculture 18 ?gg region within the state. Most farmland
Source: Census of Agriculture, 2002. ' is dedicated to the production of crops,

with a very large percentage dedicated
to pecan production (Table 2). In fact, Dofia Ana County produces more pecans than any
other county in New Mexico and is the top pecan producing county in the United States
(U.S. Census Bureau, 2002). Other important crops include cotton, particularly the Pima
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Figure 6. EBID Reservoirs Storage Capacity in Acre-Feet. Source: Bureau of Reclamation, 2006.
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Figure 7. Distribution of Water-Righted Acres in EBID between Farm Tract and Small Tract Users. Source:
King, 2004.
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Water Transfer Preferences

Water transfer mechanisms were separated into two groups, short-term mechanisms and
long-term mechanisms. Short-term mechanisms allow for the transfer of water only on a
seasonal basis and include water banks, spot water markets, and water options markets. Long-
term or permanent transfer mechanisms involve the transfer of the water rights title with or
without the accompanying land (See Box 1).

Farmers were not asked to choose the mechanism they preferred or to rank the
mechanisms, but rather to indicate whether they would participate in any of the mechanisms.
If they indicated interest in the mechanisms, they were asked whether they would use it to
buy or sell water or water rights. As a result, their responses were not mutually exclusive and
farmers often identified more than one mechanism as relevant to their needs.

FINDINGS

Current Water Transfer Preferences

Farmers have the option of purchasing additional water either from EBID’s conservation
pool or privately from a third party. Over half of the survey respondents had purchased
additional water from EBID at some point (Figure 13). These purchases include the purchase
of the third acre-foot of water and the purchase of conserved water from the conservation pool
held in the Elephant Butte Reservoir. Of the respondents who did not purchase additional
water from the district, 49% had access to additional water supplies through on-farm wells.
Few individuals chose to sell their unused or conserved water through the district. A farmer
can also sell his/her water to another farmer without obtaining permission from the district,
but this type of transfer is less frequent (Figure 14.)

Sixty-nine percent of the respondents preferred that the current administration of EBID
handle all water transfers. However, 83% of the farmers believed that water-right owners
should be able to buy, sell, and/or rent their water at individually negotiated prices. This
implies that although most farmers are willing to confer authority on EBID to effect transfers,
they do not believe that this authority should extend to setting the prices for the water
transfers.

Interest in Water Transfer Mechanisms

Farmers in EBID expressed greater interest in short-term transfer mechanisms such
as spot water markets and water banks than in a water options market. Survey results also
indicated that many people did not want to trade permanent water rights without land being
attached in the transaction.

Eighty percent of farmers were interested in at least one short-term water transfer
mechanism (Figure 15). Sixty-three percent of respondents stated that they would participate
in a spot water market in some fashion, if the option was available to them; whereas a lower
percentage (54%) was willing to participate in a water bank. The higher interest in spot
markets, where prices are individually negotiated between transacting parties, is an interesting
result given that EBID’s current transfer regime resembles a water bank with a fixed price
structure. It is a counterintuitive result, however, given that most survey respondents stated
that they were interested in purchasing rather than selling water. Given that current prices for
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Figure 14. Non-EBID Brokered Water Transfers Between Farmers. Source: Survey of EBID Farmers, 2005.
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Figure 15. Interest in Short-Term Water Transfer Mechanisms. Source: Survey of EBID Farmers, 2005.
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Figure 16. Interest in Long-term Water Transfer Mechanism. Source: Survey of EBID Farmers, 2005.
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conserved water are $18-20 per acre foot, one would expect that a fixed price regime would
be preferable to individually negotiated prices.

The least favorable option for short-term transfers was a water options market; only 30%
said they would be interested in participating in this mechanism. Many of the farmers stated
that a water options market was too complicated for their operations. This may be reflective
of the high concentration of small farms and part-time farmers. Alternatively, farmers may not
have had experience with unavailability of conserved water through EBID’s current transfer
regime and as such would view an options market as a mechanism not tailored to their more
simple needs.

A lower percentage of farmers were interested in long-term transfer mechanisms.
Sixty-seven percent of farmers were interested in some sort of permanent transfer mechanism,
whereas 80% were interested in short-term mechanisms. When asked about mechanisms
that only dealt with the permanent transfer of water rights, only 36% were interested in a
water rights market where water rights could be transferred separate from land, whereas
54% said they would be willing to use this system only if land and water rights were tied
together (Figure 16). Twenty-five percent were indifferent to whether land accompanied
water-rights transfers. These statistics seem to reflect a reluctance among farmers in the district
to part with their water rights on a permanent basis, particularly if they intend to continue
farming. The results may be influenced by the current adjudication process, which has
attributed a certain amount of uncertainty to water rights ownership in the district.
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CONCLUSION

Wiater markets are a viable alternative to drought management at the level of the
individual user, and they have been implemented under a variety of scenarios and mechanisms
throughout the western United States. The attractiveness of the use of economic instruments,
such as markets, to manage drought lies in the empowerment of individual users and the use
of decentralized information. This proactive approach to drought management takes on a
variety of forms and can only be fully successful if it is tailored to the particular circumstances
and needs of water users in the area concerned.

In the Lower Rio Grande Basin, there is evidence of substantial interest in alternative
water transfer mechanisms. Farmers prefer short-term or temporary transfer mechanisms over
more permanent transfer regimes, which may be reflective of their desire for greater flexibility
in transfers. Where interest in permanent transfer mechanisms was manifested, farmers
showed greater interest in joint movements of land and water rather than transfers of water
rights separate from land.

More than anything, farmers want control over their resource management. They want
control over when they buy and sell water and at what price. The most popular mechanism
among surveyed farmers was a simple spot water market, where water sales are negotiated on
a case-by-case basis between private parties. Water options markets, which lock farmers into
decisions early in the season, were the least popular alternative in the survey—even less so than
the permanent transfer of water rights with or without land.

Recurrent drought is expected. While it may be unpredictable, we can better prepare for
it in the future by empowering individual users to better manage their scarce water supplies.
Future research into the use of economic instruments for drought management should
incorporate farmer perceptions, attitudes, and needs into the design of drought-management
mechanisms and institutions.
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