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ABSTRACT

The purposes of this study were (1) to evaluate various procedures for setting water-
prices; and (2) to determine the appropriate water- use fees pricing rate based on the principles
of the economic theory.

Altogether 157 farmers were interviewed. These included the beneficiaries of the 3
cooperatives of the electrical water-pumping projects of the Department of the Energy
Development and Promotion in Khlong Khlung District, Kamphaeng Phet Province, which
supply water for agricultural production.

The findings are as follows: (1) the main factors which determine demand for water
for farmers are cost of labour force per rai, the cost of water and the number of plowing
equipment owned, which are statistically significant at 0.001; (2) The value of the elasticity of

demand for water at the price users consider to be appropriate and are willing to pay is -2.967,



indicating that an increase of 1% of price will result in a reduction of 2.967% of level of demand;
(3) The ability to pay for the water is derived from the calculation of the returns to production in
terms of net profit from farming which is estimated to be 586.92 baht per rai.

Mark-up pricing was used under three scenarios. In the first case, where it was
assumed that the government would cover the expenses for the entire irrigation system as well as
partly subsidize the cost of electricity, the set price for water charge should be 190.10 Baht per
rai. In the second case, it was assumed that the government would only cover the expenses
relating to the irrigation system, the appropriate water user charge would increase to 416.04 Baht
per rai. In the third case where it was assumed that the agricultural cooperatives would not
receive any financial assistance from the government, the water charge per rai would be the
highest at 610.62 Baht per rai, a rate higher than what the farmers can afford to pay given the
estimation of the net return per rai referred to above. Thus, the implication is that the
cooperatives would not be able to operate without financial support from the government. Given
equity considerations particularly with respect to the economic situations of the small-scale
farmers in the Northeastern Region however, it maybe necessary to balance economic reasoning
with equity concerns which is consistent with part of the mandate of agricultural cooperatives.

In general, agricultural producers can be considered as a disadvantaged group in
terms of accessibility to capital and technology. The recognition that water is considered as a
major input factor particularly in the cultivation of rice, has hitherto provided the justifications for
the allocation of partial subsidies to the cooperatives in terms of cost of electricity. This does not
mean, however, that cooperatives do not have to strive to become more efficient. Several
approaches can be adopted to reduce cost, some of which would involve campaigning for
efficient use of water in accordance with the physical conditions of cultivation and actual need.
Organization of cooperative members into sub-groups to ensure effective control and adequacy of
service-coverage would also contribute to higher management efficiency. Finally, the setting the
water user charges should take into consideration cost recovery principles, users’ willingness to

pay as well as ability to pay.



Keywords: The water-user cooperative, Demand of water, Pricing, Mark-up pricing
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