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Study of Environmental Costs for the Evaluation
of Industrial Development in Thailand
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Abstract

Since the first economic development plan Thailand has assigned
industry with important role. A number of industrial promotion measures
had been introduced including state investments in infrastructure, utilities,
and special privileges and programs in the form of tax heaven. Industries
involve a complex combination of inputs. A large number of inputs are toxic
which is subject to leakage and release of emission in many forms including
solid, liquid, gas, temperature, odor, noise, vibration, and damage of aesthetic

quality. Environmental damages are likely to result from economic growth

driven by industries and growing density of industrial population.
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Environmental cost of industrial development and growth is unavoidable.
Environmental costs include damage to human health, human economic
welfare, environmental resources, and ecological stability. (Kunnoot, 2007:
287-288) Environmental costs are public affairs. They are neither valued in
the costs of production nor the price of goods and services. Consumption and
production are considered excluding environmental costs. Their costs are not
the true representation of real costs (Pigou, 1960). The evaluation of industrial
development without environmental cost is considered incompatible with

reality and over-valued.

This study was designed to disclose the real value of industrial
development after environmental costs are properly included. The industries
under studied include 93 sectors according to the standard of Thailand’s
input-output table classication. The computation of the value of industries
consists of the complete value-added which is the combined value of direct
and indirect value added. Similarly, the computation of the environmental
costs of industries consists of the complete environmental cost which is the
combined value of direct and indirect environmental costs. Leontief (1936)’s
platform of input-output model was used to compute complete value-added
and complete environmental cost. The true value of industrial development
was obtained as the difference between complete value-added and complete

environmental cost for 93 industries.

This study found the coefficient of complete value-added the average of
0.62 and the coefficient of complete environmental cost the average of 0.10. There
are 45 industries having net gain coefficient greater than or equal average
(>= 0.52). These are industries which are more closely linked with agriculture
and use high share of domestically produced inputs. There are 48 industries
having net gain coefficient below average (< 0.52). These are industries which

assemble imported parts and use few domestically produced.

The recommendations that arise out of this study consist of two types

of considerations. First, considering the factors determining the coefficient

~

)
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' N
of the true complete value-added, the complete value-added can be raised

by the strengthening of factors that are behind all components of value-added.
The component of value-added consists of wage income, business income, and
government income. The share of these components can be raised relative to the
structure of production. The share of complete value-added can be raised by

creating the environment for the incubation of diversied industries.

The second consideration involves the raising of environmental quality
by paying greater attention to reduced environmental costs of industries
having bigh coefficient value of environmental cost. Measures can be introduced
to keep stringent control of release of emission and to create the environment

for applying environmentally friendly technologies in the production process.

Keywords: Environmental Cost, Input Output Model, Supply Chain, Industry
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