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7. Discussions and conclusions

In this article, we present the first CGE model of the world 
economy with water as an explicit factor of production. The 
production structure used in this model allows for substitution 
between irrigation water, irrigated land, rainfed land, labor, cap-ital, 
and energy. To our knowledge, this is the first global CGE model 
that differentiates between rainfed and irrigated crops. Previously, 
this was not possible because the necessary data were missing at 
least at the global scale as water is a nonmarket good, not reported in 
national economic accounts. Earlier stud-ies included water 
resources at the national or smaller scale. These studies 
necessarily lack the international dimension,14 which is important 
as water is implicitly traded in international markets for agricultural 
products.
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