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ABSTRACT

The problem of pre-harvest burning of the sugarcane has become more severe over
the past decades. Even though it makes practical sense for the farmers to burn sugarcane
before harvesting, such practice gives rise to 3 problems. First, burned sugarcane
deteriorates the quality of the sugar produced. Second, burning sugarcane eliminates
microorganism in the soil and thereby drastically affects soil quality. Third, burning
sugarcane before harvesting causes air pollution in the nearby area. Whereas the first two
problems can be considered as private costs (since it is the farmers themselves who are
affected by these problems), the last problem must be categorized as external cost (as it
is the households living nearby who are affected). From the theory, it is well known that
market mechanism cannot be relied upon to allocate external costs to be at its socially
optimum level and that some form of government intervention is need for such a purpose.
This study has 3 main objectives. First, it aims to provide the overview of the pre-harvest
burning of the sugarcane in the study area (Kanchanburi and Suphan Buri). Second, it
aims to estimate the appropriate amount of pollution charge that the farmers who burn
sugarcane before harvesting, and thereby causing negative externality in the form of air
pollution, should pay per ton of sugarcane production. Third, it aims at estimating the
supply response function of the burned sugarcane produced in the study area. Results
show that the amount of burned sugarcane has been increasing over the last decades.
Parties who are most affected by the practice are labors who are paid to harvest burned
sugarcane (and therefore are exposed to serious health risk conditions) and households
who are living nearby. The affected parties are concerned about the problems, especially
the households who are willing to pay to stop the burning of the sugarcane in the area.
The monetary value of the negative externality produced by the pre-harvest burning of the
sugarcane amounts to 192 million baht in Kanchanaburi and 296 million baht in Suphan
Buri. So, the pollution charge of 38 baht should be added on top of the existing charge of
30 baht per ton of burned sugarcane. Results from the estimated supply response
function reveal that the price elasticity of supply of burned sugarcane is 1.125. This means

that a 1% of price decrease will lead to a 1.125% of supply decrease.
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