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Title: Determining the Economic Value of the Irrigation Water for Production of
Tomato in Iran

Ahmad Sadeghi' , Mohammad Hossein Karim'", Ghazali Mohayidin™', Md Arrif Hussein

Abstract

Country of Iran is located in an arid and semi arid area, and facing with scarcity of water resource for agriculture
activities. Despite the huge demand of this sector for water, the price that the farmers would pay for water
consumption is very low. Not paying the real price of water, convey the demander that the value of water is really the
low price that they pay. So, the cheapness of water would create no incentive for the economization of water. The
main objective of this paper is to investigate the efficiency of current prices and price elasticity of water demand more
than one for tomato in Iran respectively.This study investigates the structure of irrigation water demand by estimating
the water derived demand for the determination of economic value of irrigation water on a particular crop, tomato, in
Iran. The analysis is based on deductive econometric method, by using of total statistic data and panel data. A demand
function is estimated for tomato in Iran and after performing the relevant statistical tests, the price elasticity of
irrigation water demand is obtained. Then we used of this price elasticity for determinig of the value of marginal
product. Data and information from 2001 to 2006 from 26 provinces in Iran is collected from secondary sources. The
results of this study indicate that the economic value of water used in tomato production is between 400 Rial and
3400 Rial for per cubic meter in 2006 year. The estimated prices are much higher than local (current) prices of these
inputs.
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