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Water resources in Egypt are anticipated to face future shocks that will exacerbate
water scarcity, driven by factors such as potential drought in the Ethiopian Plateau
due to climate change, the Ethiopian dam, and ongoing population growth in Egypt.
This research aims to assess these water shocks' impact on the agricultural sector and
the national economy of Egypt. To achieve this, the research employs the
Computable General Equilibrium (CGE) methodology to simulate the impact of the
total water shock, which includes the three previously mentioned shocks, estimated
at approximately 14.5 billion cubic meters annually, or about 26% of Egypt's current
water resource.Additionally, The CGE model is used to assess the impact of the
proposed policies and interventions outlined in the study, evaluating their potential
effectiveness in mitigating the adverse effects of the identified water shocks.
Simulation results show that the total water shocks will negatively impact, with
agricultural GDP and exports projected to decrease by 20.10% and 6.33%,
respectively, while imports are expected to rise by 12%. The policy scenario results
suggest that these negative impacts can be mitigated through the implementation of
appropriate economic and agricultural policies, including institutional reforms,
significant infrastructure investments, irrigation system modernization, and
improved agricultural and water research. As a result, agricultural GDP is expected
to grow by 8.32%, exports by 1.31%, and imports to decline by 0.18%. The research
recommends a fundamental shift in current economic and agricultural policies to
align with the anticipated risks of water shocks, at both the sectoral and
macroeconomic levels.
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