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Extended Abstract

Introduction
But by the end of the 20th century, most of the water resources have been exploited, and increasing the use of

resources increases financial costs and environmental costs. Currently, water demand management is becoming
important. The task of demand management is the physical storage of water and economic savings by increasing
each product unit with less water and less water pollution. This management is possible through various policy
measures. For example, we can refer to economic incentives to preserve water resources, price reform, and
reduction of subsidies. Water prices transfer production costs to consumers, and setting appropriate tariffs is a
powerful tool to manage consumption, improve allocation, and encourage the conservation of water resources.
Pricing is recognized as an important tool to solve water shortage problems. It necessary to modify the pricing of
agricultural water for developing countries and move towards sustainable agriculture. Pricing was considered to
be one of the most important tools for demand management and it was suggested that the effects of
implementing this policy should be investigated by authorities and policymakers in different regions. The results
show that before implementing water policies, there is a need for a technical, economic, social, and
environmental study based on sustainable development. As studies show, concerns about water scarcity are
global and water price reform is essential. Because water is a basic input for production, modifying the price of
water affects production costs and, as a result, the amount of production and economic variables. According to
global concerns about water shortage and the geographical location of Iran, in this article, with the help of
dynamic calculable general equilibrium models, the effect of water pricing in agriculture and industry sectors on
macroeconomic variables has been seen.

Materials and Methods
In this study, dynamic general equilibrium models have been used. The data required to simulate the scenario

proposed in this research is taken from the ninth version of GTAP-E. According to the research objectives, the
regions are divided into Iran and the rest of the world. Economic sectors include agriculture, coal, oil, gas,
industry, petrochemicals, electricity, water and services. Factors of production include skilled labor, unskilled
labor, land, natural resources, and capital. In this study, two scenarios are defined. In the first scenario, an impact
of 30 % on the price of water in the industrial sector is considered. In the second scenario, an effect of 30 % on
the cost of water in the agricultural sector is considered. Due to the structure of the policy patterns, momentum
from 2022 has been of interest for the next 10 years.

Results and Discussion
Pricing policy, like other forms of policy, seeks to achieve specific goals, the most important of which is

economic welfare, which includes a number of different variables. Certainly, one of the main features of
computable general equilibrium models is to specify the effect of shocks in economic models .Therefore, the
achievement of the models estimated in this research is to determine the reaction rate of the targeted variables to
the change in water price. Based on this, two scenarios have been defined in this research. In the first scenario, a
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30 % increase in the price of water in the industrial sector, and in the second scenario, a 30 % increase in the
price of water in the agricultural sector is considered .The obtained results showed that in the coming years, the
effects of realizing the price of water in the industry and agriculture sectors on the economic welfare from 2022,
from the numerical value of -87.11 to -1158.03 in 2032. Also, economic growth and investment also have
negative effects .Changes in GDP growth in the country are almost equally affected by the price of water in two
sectors. But gradually over time, the impact of the agricultural sector on the growth of GDP has increased. The
change in the price of water affects all economic sectors and has caused a decrease in the production of these
sectors. The production in the oil and gas sectors is such that when the production of the industry and agriculture
sectors is affected due to the price of water, the oil and gas sectors will have the opportunity to produce more.
Water pricing policy has an adverse effect on investment changes.

Conclusion
In this study, the 30 % water price shock in the agriculture and industry sectors has been considered. The results

of the estimation of the model show that the effect of the increase in the price of water has strongly affected the
growth of GDP and welfare and has significant negative effects on investment. The important point is that the
negative effects of realizing the price of water are more in the agricultural sector than in the industrial sector.
This means that by implementing the scenario of a 30 % increase in water price in the agricultural sector,
economic welfare, production value and the amount of investment have had more negative effects than the
increase in water price in the industry. This issue shows that in Iran's economy, the agricultural sector has a
decisive role in the country's economy, regardless of its share in the total added value. Therefore, paying
attention to the issue of pricing and inter-sectoral imbalances can provide a suitable basis for water policies.
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Table 4 - Changes in total investment (percentage of changes)
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