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A GENERAL EQUILIBRIUM MODELING ON WATER ALLOCATION
IN THE YELLOW RIVER BASIN, CHINA

Takayuki HATANO and Takaaki OKUDA

In order to continue the sustainable economic growth, China has to tackle water problems that are one of the
challenges to be solved to develop. Notably along the Yellow River Basin amount of available water has been
decreasing, this may depend not only on the natural process like the climate change but also mainly on the

wasteful use deriving from an insufficient water resource management. Because of the reason, an efficient water

management is required with support of market mechanisms. In accordance with the situation, we propose a

virtual water trading market based on general equilibrium model at a province level in the Yellow River Basin.

The results unveil the way of water allocation that each region would have to manage in order to attain a

proper economic growth in the whole basin under the water resource limitations. In addition, it is confirmed that

doing production management among regions and sectors could be more effective than doing it only within a

region.

-T2 -



