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ABSTRACT

Title of Thesis The Impact of Water Pollution Taxes on Price and Social Welfare
Author Miss Pranicha Veerapanyakulthavee

Degree Master of Economics (Business Economics)

Year 2016

The objective of this study is to assess the subsidy value for water usage in industrial
sector and to measure the impact of a full subsidy reform (100%) through water pollution taxes on
price and welfare. The results are useful for policymakers in planning and designing water
pollution tax policies. The main data for the analysis include Thai Social Accounting Matrix
(SAM) data disaggregated into 38 sectors for the year 2007 and the amount of water usage and
waste water in industrial sector from the Pollution Control Department. The methodology used in
this study is based on the Leontief Price Model to assess the impact of the tax on price using the
emission charge (EC) produced from each industrial sector and the estimation of water pollution
tax rate as an Environment Tax collected based on Polluter-Pays Principle (PPP). Social welfare
measured under the full subsidy reform (100%) scenario is compared with the welfare under
Business as usual (BAU) scenario, i.e., no subsidy reform

The results indicate that water pollution taxes lead to different level of increases in
product prices of different sectors. The effects on social welfare vary for households with
different income level. When the price rises, households with lower income decrease the
spending on goods and services more than the one with high income. On the other hand, when the
price rises, households with high income required larger compensation than the one with low

income to maintain their constant consumption.
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Commodity ROW ROW
Activity Commodity Labour Capital Income tax Household Corporate Government Investment Tourism Total
tax Product Transfer

Activity 21,404,906 21,404,906
Commodity 13,539,316 4,400,544 1,094,148 2,514,759 4,983,659 1,097,156 27,629,582
Labour 2,729,396 2,729,396
Capital 5,136,194 5,136,194

Commodity 590,113

590,113
tax

Income tax 190,428 442,728 633,156
Household 2,729,396 1,837,345 618,494 157,025 143,420 5,485,681
Corporate 2,675,225 88,830 171,355 2,935,410
Government 623,623 590,113 633,156 4,758 5,453 6,393 1,863,496
Saving 801,121 1,868,735 612,323 10,689 3,292,868
ROW Product 5,634,563 446,252 6,080,815
Tourism 1,097,156 1,097,156

ROW Transfer 767,419 767,419

Total 21,404,906 27,629,582 2,729,396 5,136,194 590,113 633,156 5,485,681 2,935,410 1,863,496 3,292,868 6,080,815 1,097,156 767,419
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Tax Based on Polluter-Pays Principle: PPP)
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