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Through its partnerships with the government, the agricultural sector in
the MENA has long engaged in dubious accounting practices to raise its reported
profits through artificially suppressing its costs. This has led to the current unsus-
tainable exploitation of the scarce water resources in the region.

That there is an acute water shortage in the MENA region is not in ques-
tion. The per capita water share in the MENA is projected to be a mere fourteenth
percent of the world average by the year 2025'. By that year, if current trends con-
tinue, Jordan’s per capita water supply will fall from the current 200 cubic meters
per person to only 91 cubic meters?. This is mere 9% of where experts define water
poor countries, putting Jordan in the category of having an absolute water short-
age’. The problem results from the region’s shrinking water supply and exceedingly
high and growing water demand, mainly in the agricultural sector.

Many of the MENA countries chose to follow the Import Substitution In-
dustrialization Strategy (ISI) which seeks to artificially create conditions that will
foster the growth of industries that compete with the imported goods. The agri-
cultural sector played a vital role in the ISI policies through supplying cheap food
for urban workers to support the growth of domestic industry. Furthermore, in the
past three decades the MENA experienced some of the highest population growth
levels in the world, along with a rapid income growth. These demographic and
economic forces intensified the demand for food. In an attempt to deal with this
exploding food security dilemma while providing cheap food for the ISI strategy,
policymakers heavily subsidized the agricultural sector and set price ceilings for
main agricultural crops.

Water subsidies are the broadest and deepest form of subsidies

Water subsidies are |[ used. The cost of water for farmers was virtually zero. The pricing of ir-

the broadest

rigation water in many countries does not even cover the operations and
maintenance costs.* Hence, the true value of water, the most vital input in

and

deepest form of sub- || agriculture, has not been part of agricultural balance sheets.

sidies used.

As expected, water subsidies did not provide the right incentive for
farmers to achieve efficiency in water consumption. With the exception

of Israel and Jordan, MENA farmers continue to use inefficient irrigation
methods such as flood irrigation as opposed to drip irrigation. It allowed farmers
to engage in agricultural activities that would have otherwise been unprofitable.
In addition, the government imposed price ceilings through its monopsony
power over traditional crops such as wheat. These crops had real native com-
parative advantage because of their low water consumption. However, the imposed
price controls on these traditional crops led farmers to shift to horticultural crops
that require increased levels of water irrigation. For example, farmers in the Jor-
dan valley shifted to crops such as fruits, citrus and bananas. Hence, the combined
effects of water subsidies and governmental price controls on low water consuming
crops, encouraged this transfer towards less competitive crops that have no price
controls but require higher water input.
This unofficial partnership between the government and agricultural sector
prevented this sector from being held accountable for its water consumption. It led
to the contradictory fact that agriculture consumes the largest portion of the re-
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gion’s most valuable and endangered resource yet contributes the least to its GNP.
Agriculture consumes from 50% to 90% of the water in the MENA countries, with
an average of 85% for the MENA countries excluding the Gulf region’. Nonethe-
less, agriculture constitutes less than 5% of GNP in Israel and Turkey, and less than
10% in Jordan and Lebanon®. It contributes about 20% of GNP in Egypt and Iraq
and slightly higher in Syria and the West Bank’. Agriculture has a very low rate of
return on its water input.

Adequate water pricing reflecting the actual value of water will render sev-
eral agricultural activities no longer profitable. Thus, water usage will shift to other
industrial and service sectors with higher rates of return on water input. In Moroc-
co, for instance, the value-added of using one cubic meter of water in industry is 25
dollars compared to 15 cents in agriculture®. These shifts should be coupled with
adequate safety nets and retraining programs for farmers who will be hit hard by
this necessary correction measure. Other challenges resulting from this adjustment
potentially include a new wave of rural-to-urban migration caused by the decline
of the agricultural sector. Lifting the price ceilings from the traditional crops, along
with adequate water pricing, will bring farmers back to crops that have always had
a comparative advantage because of their low water input requirements.

The current allocation of water in the MENA is unsustainable, as it uses

more water resources than are possibly renewable. Yet, with in-
creased efficient water management programs that seek to reallo-
cate water towards sectors with higher returns, the looming crisis
can be averted. There is an urgent need to create an adequate mar-
ket for trading water in the MENA similar to those markets trading
other scarce natural resources like oil and gas. It might be advisable
to allocate water to more productive industries that could lead to
rapid economic development, and hence permit the use of more

There is an urgent
need to create an
adequate market for
trading water in the

MENA  similar to

expensive solutions such as desalination.

Water allocation and consumption in the MENA 1is not sus-
tainable. Water is being depleted at a faster rate than it is being
renewed. Opening up of the MENA economies and abandoning the
“war mentality” that prevented the region from depending on food

those markets trading
other scarce natural
resources like oil and

gas.

imports will achieve the goals of food security without risking its

future by depleting its water. It is no longer feasible to keep the real losses incurred
in the agricultural activities as a result of using the valuable water off the national
and regional balance sheets.
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