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[ Abstract] A production function approach can be used to value the economic benefit of increasing the
available water supply by watershed management. This study utilizes data on six water-intensive industries
obtained from a 1986 business survey. The Cobb-Douglas production functions of these industries are
estimated first; their shadow prices for water are then calculated. The mean value of these prices is 21.56 NT
dollars. Comparision with other studies shows this proposed approach has a sound theoretical framework and

yields a reliable application result.
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Table 1 Water consumption of Taiwan’s industries in 1986
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b i A o L 220,059 19.16 19.16
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e BBy R &R 82,644 7.20 72.23
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Aok BB R 45,538 3.97 81.68
B RETFBRKE 41,169 3.59 85.27
i 38,479 3.35 88.62
BRORE PR R % 25,799 2.25 90.87
& B aSBE R 23,332 2.03 92.90
EW I AKNE R 17,679 1.54 94 .44
1t 28 85 % 13,317 1.16 95.60
BB RGE 9,610 0.84 96.44
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HHE~ BRE 7,059 0.61 97.172
K B Bk #i % 3,477 0.30 98.02
- R R 3,337 0.29 98.31
1 R 3¢ 2,186 0.19 98 .50
BEEBRRE R 1,975 0.17 98.67
HEREE 15,229 1.33 100.00

=3 gt 1,148,250 100.00 100.00
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Table 2 The estimation of Cobb-Douglas production functions for water-intensive industries
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Table 3 Shadow prices of water for water-intensive industries
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FHgHFKE - 21.56
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Table 4 Unit construction cost of dams built from 1984 to 1987
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