Quarterly Journal of Quantitative Economics(JQE) (2024) 21(3) 30-54

Quarterly Journal of

A r,‘ Quantitative Economics

Shahid Chamran Journal Homepage:
University of Ahvaz WWW. jge.SCcu.ac.ir
Print ISSN: 2008-5850
Online ISSN: 2717-4271

Investigating and Predicting the Impact of Water Pricing on
Structural Changes in Iran
Reyhaneh Arabpour *@, Sayyed Abdolmajid Jalaee,** Mehdi Nejati***

* Ph.D. in economics, Department of Economics, Faculty of Management and Economics,
Shahid Bahonar University , Kerman, Iran. (Corresponding Author)
Email: ryhn.arabpour@aem.uk.ac.ir

0000-0001-6650-4429
Postal address: Pajoohesh Sg, Imam Khomeni Highway, Kerman,l.R Iran. Faculty of
Management&Economics, Shahid Bahonar  University, Kerman, Posta; code:
7616914111, Iran.
** Professor of Economics, Department of Economics, Faculty of Management and
Economics, Shahid Bahonar University , Kerman, Iran
Email: jalace@uk.ac.ir
*** Associate Professor of economics, Department of Economics, Faculty of Management and
Economics, Shahid Bahonar University , Kerman, Iran
Email: mnejati@uk.ac.ir

ARTICLE HISTORY JEL KEYWORDS
CLASSIFICATION

Received: 07 November 2021 D58,Q28,Q28,C68, Water pricing,

Revision: 30 March 2022 L16 structural changes, dynamic

Acceptence: 16 September 2022 computable general

equilibrium models

Acknowledgments: Acknowledgments may be made to individuals or
institutions that have made an important contribution.

Conflict of Interest: The authors declare no conflict of interest.

Funding: The authors received no financial support for the research,
authorship, and publication of this article


http://www.jqe.scu.ac.ir/

Reyhaneh Arabpour, Sayyed Abdolmajid Jalaee, Mehdi
Nejati 9
Quarterly Journal of Quantitative Economics(JQE) (2024) 21(3)

How to Cite:

Arabpour, Reyhaneh., Jalaee, sayed Abdolmajid & Nejati, Mehdi. (2024). Investigating and
Predicting the Impact of Water Pricing on Structural Changes in Iran. Quarterly Journal of
Quantitative Economics(JQE), 21(3), 30-54. [in persian]

¢ 10.22055/jge.2022.38973.2434

@. AT © 2024 Shahid Chamran University of Ahvaz, Ahvaz, Iran. This article is

an open access article distributed under the terms and conditions of the Creative Commons
Attribution-NonCommercial 4.0 International (cc BY-NC 4.0 license)
(http://creativecommons.org/licenses/by-nc/4.0/)

EXTENDED ABSTRACT

INTRODUCTION

In the past decades, increasing population, urbanization and industrial
development, have increased demand for water which has resulted into
considerable decrease in annual renewable water resources per capita .One of
the most important ways to solve the problem of water shortage is pricing.
Based on the studies, there is a significant gap between the actual water price
and the price paid by consumers. Therefore, design of water price structure is
a crucial issue for water utilities and local communities to achieve an efficient
allocation of the scarce water resources. In this study, the effect of water
pricing on structural changes has been investigated. Structural changes can
occur due to changes in total income and changes in relative prices. Structural
changes can also occur through changes in input-output (partial) links, which
have received less attention in the literature (Neuss 2019). The purpose of this
study is to answer the question whether water pricing can cause structural
changes in the Iranian economy in the horizon of 2032?

METHODOLOGY

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 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
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is considered. In the second scenario, an impact of 30% on the price of water
in the agricultural sector is considered. In the third scenario, an impact of
30% on the price of water in both sector is considered.

FINDINGS

The results show that with increasing water prices in the industrial sector (first
scenario), skilled and unskilled labor in the agricultural sector decreases.
Therefore, it can be accepted that the labor move from the agricultural sector
to other economic sectors. Rising prices have also led to an increasing in the
employment of skilled and unskilled labor in the coal, oil, gas, petrochemical
and electricity sectors. With the increase in water prices in the agricultural
sector (second scenario), the increas skilled and unskilled labor in the
industrial and service sectors has always increased during the forecast years.
Therefore, it can be concluded that one of the important factors affecting the
structural changes that have occur slowly over the past years can be the
change in water prices in various economic sectors. Also, the reduction of
capital in the agricultural sector is associated with the use of capital in the
main energy sectors in Iran.

CONCLUSION

Structural changes are one of the causes and effects relationship in economic
development. Structural changes is formed with the development process
itself can also be a factor of development and prosperity. For structural
change, generally a shocke in a part of the economy can be a reason for
structural change. For this reason, in this study, water prices in economic
sectors have been considered. The results show that increasing of water prices
in the industrial and agricultural sectors,lead to the population growth of
skilled and unskilled labor decreases, but consequently, in the coming years
until 2032, skilled and unskilled labor in the industrial and service sectors will
experience positive growth. Based on this, it can be concluded that realizing
the price of water can help the process of structural change in Iran. Of course,
along with the labor force, capital flows have also been affected, which is
better reflected in key energy sectors. Therefore, realizing the price of water
and taking a step in its direction can help the process of using the active
population of the country in order to achieve stable and sustainable growth.
Therefore, the policy proposal is that the gradual realization of water prices
can gradually cause structural changes in the Iran economy over time, which
in turn leads to stable and sustainable growth and, most importantly,



" Reyhaneh Arabpour, Sayyed Abdolmajid Jalaee, Mehdi
‘ A ,‘ _ Nejati 11
S e hama” Quarterly Journal of Quantitative Economics(JQE) (2024) 21(3)

(former Economic Studies)

employment and the formation of sustainable capacities in industry and
Services.
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