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I 
R~turns to increnu~ntal Pn>n:totinn Expend.i.ture in the Austtalian Fibte~ 
'Meat and Dairy Industries: A Review of Some Re~ent Research I 

f ~oley Pl.!t;!.t>lt 

Depa.rtm~nt of Agricultanll. and Re\uttrce Ecou.omit-:1 
Univcr~ity ofNe\~' Englan~ 

bun1,bwtian 

Australiun farmer~-, cnntnhwe ~i!!mlt,_:mn f..UJlh of nwney tht'<sugh taxes tlevier.,) on output 
to support cxpcmhturc on !!t'lWrk· pro:nntu.Jn df dtt.•Ir conuvPditit•'t a.t1rl research an~1 
devt,::luprnent (R&D! of varioth kind~ \'vhtdl is mmcd u'iitnatcly at ~hifting either primary .. 
level ~upph or d~rneJ demand to the right H.et::ent t•:q1crtd11·ures for these pur.·pust~!) in 
the <.;;1se ot ·the AusU\than wnol~ red mc~t and d~ury indll~tt'le'i are sltt>wn in Table l. ·rhe 
bulk of expenditure lws bt.~cn r~Jl promotion. 

Some recent rescan:h aimed ut nlcuo,urmt! herh. fit\ to prmlul!t"n, from im~~remenli.tl. 
pt•'lmotinn expcndllurc i!-t rcvit.~\\r.•d m thi" paJet'- At th'' out~et. ~~1e luck of attention given. 
tl> . 1Uallotl of promotion program~; for Au:,traHmt dgrkuJtural cwnmodl.tie") h 
h!gllhghtt.)d and cuntra'>tt!d \~dth the L'mted State~ whe1e rcc.;:nt c\cnt~~:~ have thrown the 
sptltlight 011 cummochty promotion prugram~. Au nvcnnew of method~ follows '1-Vith the 
fot.:u~ ()f attention heim! on methmh tN!d In recent t\U\lrahan ~tt:d~es. Selected result\ 
rel~ning tn th\! effectiver1c~s qf pmnu\uon cxpcnditun.• m cnhancmg prnducer~· profit;, are 
pre~ent~d fur the Austral1~m meat., fihre und dairy indu\tticfo,. The need to consider cro~~ .. 
\.Olllmodity relatioJ.bhip~ in u~r.ivlng result'\ is highlightt\d. The paper is concludt,.d with a 
dbcu~hion of lim1tations, future N!-1 :'arch nct•d;,; and dat4l rt!quirement!';. 

l.<wk of T::valmttion: A Cau.Hi for Crmnmt 

Consider the ca~e of wool promotion. C•Jtrt..tltly Au~traliau woo) producers con~ribute 
3.5 per cent <1f gro~.~ wool re,~chlh to promotion by the International W\JOI Secretariat 
(lWS) thnmgh a compulsory .levy. Accu;.Jing to Watson c l996J~ for many specialist 
wool producer:;. this ha!> probably ttJ.n~lared uun about 1 f) per cent of net wool receipts nl 
recent year~.. Promotion expenditure by Auhtrahu has averaged about $150M/year over 
the period 1989/90 to 1994/95. In contm~t. expenditw·e \ln. R&D bus averaged about 
$43.M/yeur. About 78 per c··nt of total levy doll::t~'\ htL'> gone tu promotion and 22 per cent 
toR&D. .. 

\Vat son ( 1996} pnim~ out thw. wool prmtMtion has alwuys been n coutrover!lial issue. It 
bas been the 6Uhject of much debate within both the wool induMry and •. to a lesser extt:nt~ 
the re~earcb community. However, de~pltc thf' debut~ in the professional Jit~rature during 
the 1970!i, th•!re it; ~till scnnt: evidence available on the profitability of wool promotion. 
Empirical studies have been rare (HHJ, Piggott and Griffith 1996b) provide a brief review 
of the literature}. To quote w·~.~tson (1996, p.7 .. 8): . 

f Invited paper. Annual Conference of the Aus.tr,han Agncuhural and Resoun:t: Econllrt,ics Society. 
Brondbeach •. 20·25 January. 1996. Most of the rese.~rch reported nere wts undertaken by the author Hl 
collubur~tlon with Gurry Griffith, DebbH~ HiJl. Nick Piggott and Vic ~~right. These ittdtviduaJ.s. w:e 
thanked smcerely fur thctr contnbutu:ms. Nic.k Pi[l:gott kindly provided up~to*dnta information o~ Jecent 
Iitig~hon lo the United States corlceming compulsory funding of promotion programs. Alismir W~t$on 
prov1ded helpful~'.ommcntl) on parts of the paper. The mnhor is rc$pom;ible fr" any .shortc~miugs in the 
pllper. 
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Unfortunately. \\ool promotion h~ts net had nmch critical investigation. This 
is rnrtly hc<..~ausc the Cmnintmwe•'lth Oovenunent mnde significant 
contributions to the <.~lht of pwmotion ove1· mnny y&;'ars. The desire to 
rnaintain < hwernmcm conldhutinn:"i tttmed tht' lntemational \VoolSecretariat 
und it~. Austndian spnn'-I(Ws intn good news organisations. 

Of C,grcaO concern i" th~ \'Ur'\ory way wonl. promotion is just:tiea. Invalid 
pcrtbrmam:c: ·indicators, hkc nn alleged 'pn:anium• of '.vool ~.wer synthetics 
have hccn prodaimctl as '!Vidtmcc of !;Uccessful prornoti<'n. Apart from 
mcasuretrH.'t\l pmhh.:'tll~~ th~' pr~mimn i~ explained hy fulls ifl ~ynthc.tic costs 
which wuol cannot m.tll'h. 

(;~fortunntdy \Hml promoth.Hl is not treated as un empiricul question 
rcqumng g~Jneratimt df mfnnunt.mu for evaluation. 

As evidence of the cur~o,nry way wo,ll prnnwboP i\ cvaluutcd, consider n recent account of 
the cffcctivcncs\ nf l\VS Eu1opeun campaign:; t Anon.l996, p.l ): 

The mlvcrtismg t:ampuign~ h.t\'C bCI!tl md(.~pendcntly a~scsscd in an the tnaj()f 
market~. and the rc,ult"' fnr the Autumnt\Vintcr 199!'/96 promotion showed 
that posit he attitutlt•\ to wnnl ittt rca,cd hy 5q. and the likelihood of 
pun:ha~ing: wonl increased by 4(,{ aftct· only nne ~ca'-lnn. The advertising 
u~\cssmcnt appear~ ln he an\wcring c~~.lls from \V(H\lgrm'refs fur the JWS to 
be more uccountahlc .. and \vill he u"cd in an ongL\ing manner to improve 
future cun.paigns. 

Austru.lhm wool producers arc hecnmmg rnorc voc~tl on the is~ue of effectiveness of wool 
proruotit1n. Rl!l!Ctltly there lias been a ~an hy tht~ l\VS fnr nn exn·a $70~1 to be spent on 
wool promotio11 in order tt~ bmld market share {C'arhon 1996). The com.;cpt of 'market 
share• is of ~Mne importilncc i~l ·hustne~~ schm)l'·typc thinking uhout promotion which~ 
unfortunately~ !-ieems to huve cuptured the attention of indu~try pol;tidans more so than is 
warranted given thot profits nte w~hat rcully matter. But Victorian producers have been 
calling for a thorough c \·aluutton, of \vool promotion and the mauer al~o received attentiol1 
at a Ministerial roundttlble on wool marketing held recently in Canberra. these are 
welcome development~. Based on his recent addresses in Attnid:.,Je, Jack Lewts. a long ... 
time employee of the IWS and critical thinker on tile <'COitomi<w of wool promotion, 
would nlso think these developments nrc not before their time (see LewJ.s 1996a; l996b). 

The effec,~ivenc'ls of promotion expendirure. on Australian me(tts has received som~ recent 
attention (~!~gott. Piggott and Wrightj 1995~ Piggott, Chalfant, Al~ton nnd Orift1th 1996) 
and this work isdi~cus~cd later. Little attention has been given to promotion expenditure 
on other Au:o,tralian commodities. On the other hand. Australian researchers have been at: 
the forefront in developing methods to evaluut~. payoffs to R&D and "ome would argue 
that the high degree of competiti()n involved in winning research grants helps ensure that 
R&D dollars are well spent. 

It h; a concern that so . Httle attention. is being given to the evaluation of promotion 
expenditure on Australian commodities. Wohlgenant (1993) has demonstrated that 
farmers should not be indifferent to bow their marginal levy dolhtrs are allocated between 
promotion on the one hand and R&P on the othct. Alston, Carman itnd Chalfant ( 1994) 
draw attention to the public policy c.limension of' commodity promotion programs which 
arises because they are usually financed through legislated Ievien on output, the t'ost of 
which it ultimately shared between producers and consumers. 

The lack "f attention to promotion in Australia contrasts with the United States where 
empirical studies on the effectiveness of promotion have been published sbce at lea.~t the 
~"~atiy l9?0s. The~e is an institutional. suuctut.~ to. fos,ter at)d support ~·ese~rch on 
conunodJty promota.on programs. For example, the Regional Research Comnuttee on 
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Commodity Promotion, or •NE0·63\ n cO·lullittce of the (\.H)per~ltive Slate Research 
Serv1ce of the Pnite<J States Department: of Agl'icult.ut·c, wns established in 1985 as ~t 
network and f(lrum for enmmunication among individuals in:erested in commodity 
prormnimt prognuus. 1t. meet~ .rwk~" yearly and indud~ member~ from government, 
indu~.try .and a\:ademia. An •QtJsht)ot' of tlus organisatio•t is. rhe Nntional lnstitute for 
Ccm1modtty Promotion Jk.,t.~~u·eh nnd Evaluation .. founded in t 994 and located nt Cnmell 
Pni\··~rsity. which und~rtukc!i-. and -.,pun~or" rt!~t'~•rch tt'-ling funding: from .g.ovenunent and 
indUf1Hy as well as puhhsluny; a qmutcrly ncw~letti1r. 

In th1! United Sttttc~.> research on th~ cncctivcne~,, of C!'tllPh.ldity protn<)tion programs. 
\\'hich ttretypit."nlly. fund~.•d undct· ccmpul,nry markctmg order provisions. has been much 
jn demand :)f late and i~ likcl~ tn \.'t\lltlUUc tl~ \UI.'h. f~Ul'111CfS ha\'C hcen. issumg_ challenges 
tt) Um cr\tttpuls(lr)' 'dleck··,,n\· on. c.~nnstitut:hmal pnmnds. Elc\cn cases are (:urrently 
pending before l '!S courts. Stgnitit'4tntly. thl! l ~s S .,,rt~nlt: Cmnt has cho•;en tn rev1e\V a 
chalhmg:e ug,ain~t t·nmpulsor} c.:he~;k·nfh fnr 11romnlinn ~tmlmcncctl by a f!Wup t1f 

CaliR>rnion frmt gn,wers ltl 19XH. nne of J!' ~aw~ ~r:ho~cn by the Court from 
appro~imate!y 7.500 t:a\~s \\}ll\.:'h \\ere ptmhnncd tot r«-'vtt!'W tn. th(• .:urrcnt 'oral argument 
unmml term· tCline I996t 

Also .Slgnificant l\ the prn\l\lOil m tlw l Ol}(l rs hmn Bill reqmring protnt'tion and 
research progr~ml" finant:cd throuc-h dlt~\:h nil) to ht.• t..~\ aJuat\!d at lc:1"t \'Hlce· in ~very nve 
year!- Keruieth Cb.yton. Ocr'.tY A~.h.,mt""trator nf tht.: \ ·sDA\ Agricultural ~1ark~ttn!! 
Servke. had the thHowint.t tn say :~hout ltu~ r~qmn•m1,mt tC'tayt(m ttJ96.Jt.2): 

From the resc:ard1 and pn\rtlt1tttm btmnh: pmnt of vtcw. evu!uahnn wtll l'le 
au nprHwtunily {(\ hnng ~n:-atcl athtl)tn:nt~.~trcn~!th to hu'>inc\\ phanning~ offer 
in'-l:ight to th1.\Sf! paying a,. ·~t..nwnt.., U\ tn their return on tht~ir invc..stment1 and 
fH'f'i\ hl\:: ~l lmc: nf defcn~.,l ... when prng:mm' t:ntn :- UIH~er legal challenge il'> tn 
tht~is en~~uvcn£1''"' Fof the:- r.!,~..:arch cnmmunitv. tbi\ m~w evaluation 
rc~tuirelmmt· rcprc\c:nt~ hoth an npp,ntnnity ·and a. respor,~ibilily. 
Methm:k)Jogic~d nnddata uev~.~wpm.cnt l""UC" 'lllU"it he addressed. Approaches 
tf' c::alur.fton '";Jl have t<) he uult~rcd to fit a dtverstty of rtn1grams .... And. ,)f 
course~ rr~ults of econometric or statt"lttca1 analy~cs mu'it be put into usable 
form for 'ndrlstry htlatd\. 

The recent htigaHon m the US must be dnvcon nt !cast in part by scepticism ab{JUt the 
benefits of c(·neric piJlt:lotk·n. \Vhile the ConstitUtional validity nf t.he Au~!ta.lian syt·•·em 
of kvies to support promotion dt.1C~ not s\!cm tn be in question. Au~tralinn farmers~ ... and. 
fot that matter, C\ltlSumer~ and g.ovemment ... ought tt~ be queMioning of the benefits from. 
generic promotion and one would hope that tbe)1 bet:t1me i·~~rea~ingly ~HlCal in calling for 
exan.te and neri.odic. evaht<ttionc; of promotion programs. To date~ th~y have been 
relatively silent on the tssuc cmnrared with their US ctJunterpat1s. If this o'~curs. 
researchers \Vill need to assist i.n the evaluation~. This ruises the i.ssue of evaluation 
methods to which attention now tums. 

A1etlmds 

Overview 

To the extent that those responsible for commodity promotion programs evaluate the 
effectiveness of those prograrn.'i.f Httle is known about thtt way the evaluations are done. 
Based on the qurtation from Anon. above, it .seem.'\ that changes in consumers~ attitudes 
following a promotion program are used as one indicator of success. Given th~! public 
policy dimensiot1 of promotion expenditure, the procedures used in evaluation. ought to be 
made av?Hable for .scrutiny. 

Tne general procedure that has been widely used by researchers in government agenci:~s 
and universities to evaluate the effecUvettt::ss of generic promotion. programs ha.~ involved 
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estimating (generally) a singlt•·equntion regress•on ltu"'del relating. quantity demanded or 
sales to n set of variables which includes a measure of promot.ion. effort such as proma .. :on 
expenditure. A statist.icauy .. significaut regre~:tsion coefficient assqciated. wit~ the 
promotion variable has been U\ed as an indicator of stJcccss. ln recent literature te.g., 
Piggott et at 1995) attention ha~ been drawn t<> the lh11itatiuns of this approach. In short .. 
a statisticalJy .. significnnt regression CQefficicnt associated with the promotion variable is a 
ne~~essary hut tl(t a sufficient cmuli.uon for prmunion expenditure to be pro{ital,le to 
producers. " 

There are some key features nf agrh:ultttral commodity markets which must be 
accomtuodated in an~ procedure for cvaluatin2- the ·Cffc~·tivencss of promotion progutms. 
FirM. the conull<ldity being prrtttlotcd may have close. 'nhstitut~ ~in demnnd and/ or 
supply. This being the cast~~ a "hili in dcnl~lnd for the pronh.1tcd commodity is only the 
first rv~nt in a chain of event<.. lc!ading hJ n new market equilibrium fbllowing an increment 
<'f prom•)tion expenditure. The t~hain of eventS: might include im.ren~ed prumotwn 
expenditure bv produt:ers of prndtv~t~ \\ hkb are suh\t~~utes in demand. Australian meats 
and tl.bres tlre" example~ {)f comm~,)dities \vherc tlu.~~-~ ~1"0!-.\·~n:nmodity relation~hips are 
impmtant. 

Second, t.:'ommol.htie:-. m·c generally ~old 1.111 m~m:: than one market and promotional effort 
in one market cannot he evaluated \\'lllh,ut taking accuun.t of ~ptllovet effects tn other 
markets. In the Austmltan cas~, the dnmc,tH .. ·-cxpnrt mar.k\?t dtdwtntny .is clearly 
important. Thl'- p\1int can be dcmon,trmcd as foiiow\ tPlggmt et all995, p. 4971: 

... suppl1Se that a product is ~llld in two rnat·kcr~, the domestic n1ru:ket having 
u. negatively sh)pcd demand alltl the exp'.~rt matk~t having a perf:e ·tly ehtMic 
dem~md. A«.,sumjng the twn nmd·t~' cant:ot he !leparatcd. there is a conunmt 
pt. ice dctc:rminec hy the export pritc. Sup,nn\C that advctti~ing of the product 
on the d{)ftlesttc market has n stmhticully .. sig:nifkant and positive influence on 
domestic demand. rhis dOt11

'- not mean that dome\tic ad\'ertising is profitable. 
tt fact it will be unprofi.tahle" The expansion in domestic demand merely 
results in prodtwt being diverted from the export to the dome\tic market. price 
(and hence re·~·enueLdoe' tll)t increase and pre .. advertisiug profits are 
decreased by the au:wunt of the advertising expenditure:, This is so 
irrespective oft whether or not the advertis.it1g was undertaken to offset 
advertising expenditure by a cnmpetitor. 

Data pt;nnitting~ these features. of comrtmdity markets can bl! accommodated in a. stluctural 
econometric model which incluJes promotion variables and sUp(,ly-side relationships. 
The model can then be Utied to simulate the effects ofpromotion •. A team of researchers at 
the University of CaHforniauDavis hns been devoting much attention recently to 
procedures for econo.mettic modelling of commodity promotion. programs (seet for 
example, Ais·totl, Chalfant and Piggott 1995; Pi:;gott, Chalfant .. Alston and Griffith 
1996). 

In: a sense one mjght regard the availability of a'corrcct' structural eco.nometric model as 
'the ultimate• among the procedures one rmght use to evaluate the effectiveness of 
commodity pr<lmotion programs. However, dattl availability has often been a severe 
limiting factor for those adoptitrg tbis approach. It may be that appr<Jpriate data are not 
collected or time .series may be too short. Toot the stn1ctural econometric approach to 
evaluation of comtnod.ity promolion programs is time .. consuming: evet1 when. data 
availability is not a problem. There would seem to be a place for a procedure which can 
be hnplcm~nted using simple spread~heet methods and which is capable of produclng 
answers qutckl y. 
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71u~~ Eqttilibtit4m Disph~<·cmumt ~fi,dt /ling Approach 

Recent research by the nutluw nod hh colleague!\ ha\ be!:n directed ut accommodating the 
important features of comlll(xiity mnrk~t~ outlined ah(we. h hus n focus. on evntuathtg tlte 
profitt~/Jihty of inct·cmentat pmmot1.nn expenditure tn producers. lt uses l\ procedure-.. 
equilibrium displacement modelling·· \.\bt ... ·h can pn.wide re~uhr-. quickly provided the 
researcher is prepared to u~c inf\)t'tncd judgement about key .P~\ratllcters where c5timates 
of tlH)SC parameter~ arc mi!-lsing:. \ ~.n\.:ett~lHHy about parameter values can he 
nccnmmo,Jmed dtmugh .~t.~n,itivity anal}'i~. 

The procedure is ouilincd in detail in Ptggott ct nl (l99!'i}. lt can he ~umrnarl.,ed a~ 
folh.)WS. A structtn'irl ll\tlr~.ct mnucl (dcnutnd functions inctwporating pn.nnoHon 
varinhlr.s, SJlPI'IY functiun' :tnd marh,et dc•U'lfl!l tdcnttttc~) '"' specified. The model i\ 
numipuhltetlto deri\'e general cqtnhhrium eht,th. it;~" 'howmg the percentage change~ in 
prices ns~ociatcd \\'tth n t)llC per cl!!!t change many prmsn :irm variable alto\-.. in g. for all 
cross-commodity impact~. t~l occur G~n~ral cqmhhnum cla~ticitie~ tm other \ariables of 
interest {quantities. reveUUCSr prndUt:Ct .'-IUll\clU~ and proftt\llQt of ('lnHnOtmn expenditure) 
nredelivcd from the general cqttiUhtium cla"ti.ciuc' ft'>r price~. 

Various exper.imcnt\ can he cnnductcd U'-jng the general equihhtium elast,,ihe!\. Fm· 
t!Xample, one can examine 'own promt'tu:tn' eftcd\ \hnwhlg the impact mt. say, heef 
ptoduccrst pr~)fit~ of nn im.'t't'mcnt tn pnm:t~.,tinn exrcmhturc on beef n'lsuming promotion 
e:~penditu.rc on other compt!titor mt~at' renu1in'~ c<m~tant, 'cr. ·~ promotion• effe.;t~ 
showing the impact on heef pt·oduccr~· pml1tl\ of an increment in pmmotmn expenditure 
on lamb as~uming prnmt)timl expcndlturt" on beef and other cmupelihw meats remain~\ 
constant,. or 'catcfl .. up pnliW.)tiotf ~howing by how n.uch hc~f producer~ need to increase 
their promotion expenditure h.) pr~~crvc ext~ting profit level'-> in the face of an incremer.u of 
promotimt expenditure by lamb producci ~. The general equilibrium ela~tidties ct\n. nlso 
be used to derive betlefit .. co\t mtio\ (ratio~ ,l'L incrca~ed p.muucer ~mrplus to incremental 
promotion expenditure\ for ei.thcr *own prnmothm( or an in~rement itl prmnotion 
expenditure which occurs simulmnenu~ly \\ ith an increment of promotion expenditure on 
one or more competing product~. 

Implementation of the prm:edun~ require~ n ~et of base data on prkes~ quantities sold in 
various markets, promt1tkinexpcnditure and ~far~hallh.m ~upply nnd demand elasticities. 
The latter include 'own .. and cross ... pr<>motion elasticities' showing the percentage chang~ 
in qnatHity demanded in re~1,on~e to a one ptr cent i.ncrcit~e in promotion expenditure·. 
Clearlyi the data requirements are substantial. Howe,\·~\ they are dictated by t11e facts 
about. how commodity. markets operate~. namely, cn.1:iS·commodity relationships in 
demand and/or supply. In the studies undertaken " 4te covering the Australian meat~ 
fibre and dairy industdest the ?vturshallian elnstici\.,.,-s ha\\! been cho~en using published 
estimates.as a guide wherever po~~iblc. However* manv eiasticities hi4d to be chosen 
based solely onjudgement. "' 

E.tumple: Australia, Fibtt.'S 

A brief description ·Of the structural modelling_nnd data used in recent research on tb~ 
effectiveness of promotion of Australian fibres (Hill et al. l99f' is provided here as. an 
example of what is involved in tbe equilibriuitt displ.accment modeHing approach~ Sim!lar 
modelling and data were n•,.eded in evaluating the effectiveness of promotion. itl the 
AttstraUan meat and dairy industries · 

With respect to the structural model, the following represent the key features. 

• The fi~re;· ioclud~d are apparel wool~ non-appnrel wool. cotto•\ and 
synthettcs. 



• Tht~ model i.s intended to be representative of the lann .. Jcvel' in the case of 
wool and cotton and the •fnct<,ry df'Ort .h't the case of synthetics. 

• A ume pcrl\1d ill the mrtdd i!ot three year~ tt1 avoid complexities cattscd f'}' 
lng:ged t·e~p .. lt\M!s. 

• Bnth d<mlf•\t~c and .:.!Xp()rt tfemnntl fnnction•, Hre defined. r~)(' ..... u:h commodity 
cxccJn f<'r tultt·atlraret wn,ll \\hi\!111~ a~'umcd tn he ~olo "mly domestically. 

• A single suppl> functhln h dcfim.~~J h.,t Ci\l'h connl1ntiity. 

• Eight promotton expcndtturc Hmahh.~~ \\ere h1duded covering dnme~tic and 
export pn.mv~w)n {l1r each of the h1ur l."<muno.htic~ tcxfienditure o.n export 
protn(ltinn ~,f tw~rHlpparcl \\t1nl. C('tt.nn ami \ynthell~" cmnes fmm 1\tm· 

Au~tmltan \\}ltr~e·->1. 

• The pattcm in \\.hi~o.:h pri~..c alltl pn1llhlLH'n vauahle\ enxcr ea~ll. equata.m i\ 
dt!tel1nmcd by the autht'll',, JUdgenwnt ah<,Ht ...:rt''-''cnmmndlty rriath>n\hil1' m 
demand and \llflf'l}. 

• The model ~ontaln" 1 I strttduml \h!mand/"uppl~ eqt.mtuln' and J~o1ur market~ 
clearance tdcnttliC'- \\hkh tnl!ethcr th:t.:'nntnt' 15 cm.lf;gennu' 'artahles. 
namely. h'ur prh.:e,. {\1\li' dnme~o,h<-' dctw•nd quan.littC\, three export aemand 
quantities and four "urply ttmtr.Uth~"-. 

The utgehrah: representation nf the mndd 1'-~ i.l"- l~llhm~t.: 

t lul 

(lb) 

(lc) 

(ld} 

(le) 

(If) 

(lg) 

(lh) 

(li) 

flj) 

(lk) 

tsuppl)• .. nppnr~l wuoll 

'"upply .. couonl 
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( lm) l>~1 - ~~. s 0 

(ln.) D~ + D~ ... s, an 

ll.(1) v:!, + 1>,~,- Sm ae 0 

wh~re [)f S, I' and A are the quunUty demm1dcd. quantity supplii!!d, fibre price und 
promotion expenditure~ resfl'!Ctively. Othct· exogenous variable~ affecting individual fibre 
dcm:utd and supply are captured in the l,ll = J ..... l l l vectoh. The subscripts. a,lr,c 
and m re!atc t.o nppurcl wool. nt~n-apparel '"~nul. cotton. und !lynthetic fibres, while the 
Sltperscdpts. d and I! ref t' tn the dome,th: tntd export Hi~trket'). re\pectively. 

The bas~ Mnt~lmllian ehl!\ticitle~ arc- pr~widcd in Tuhle 2. <Similar matrices hud tn be 
developed for meats und dairy pmduct~. l Key point~ concerning the datn and their 
sources can ~ stnnnmri!'lcd as foUc:.ws. 

• Data were for-the financial year" 199 lll992 to l9t}3/94 .. 

• The Mar~hallian dume~th: prkl~ clu~tidties of dcnmud nnd supply were drawn 
frt)tn previous ~tud1cs or ha"~d on the mtHmr~· judgcn11!nt. The MurshaUiv.n 
export price el~tsticihes of dcnmnd wc:re derived n~ excc"~"detnan~. elasticifics 
<see Abton, Norhm and PurJcy 1995 .• p .. 324 }, 

• Pronmtion elasticitie~ were ba..,cd partly on previuU!'i Mudies but mostly on the 
nuthors· ..Judgement. 

• The bu!)c prices and qunnutie" were obtained mainly from govt~.rnment 
publi<.·ath.>O!' .• ~uch as ABARE'~ Commodity Statisriral/Julletin, either. directly 
or after some adju~trneut. 

• 111e base pmnu1tion expenditure data came mo~tly from industry sources 
either as pubH~hed dnta or as estimutesreceivcd in response to requests from 
the authors. HoweYert data reJutmg to the promot.ion of synthetics were 
esti.nated by the authors' largely on the basis of anecdotal evidence. f\lt 
example, the data were estimated based pnrdy on the belief that mnnufactuters 
of synthetic fibres generally out .. spend the wool. industry on research and 
promotion by three to one (\Voollnilu~try Review Commitree .l9l'J3 ), 

Clearlyt the datu used in t.he unnJysis were far from perfect, a point which will re~cive 
uttention later. 

Selected Resultsfortlte Australian Fibre, Meat ami Dairy ltulu,(tries 

Fibres 

The following account of results for the Austrn.Hun fibre industry, .save for the tlnal 
paragraph, has been extracted verbatim from the forthcomhtg paper by Hill et al (1996). 

The estimated base geue:~ttl equil.i.bdum promotion ~Jasticides f,:,t Australian fibres are 
presented in Table 3. Consider. for example. the figures in the fifih column which are, the 
genetru equilibrium elasticities associated with a ('ne pe.r cent increase in expenditure on 
apparel wool promotion on the export market. Such an increMC wou)u rnuse a 0.061 per 
cent increase in the price of apparel wool; a 0.083 per cent increase in the quantity of 
apparel wool traded,. a 0.144 per cent increase in revenue for apparel wool producers, .a 
0.166 per cent increase in producer surplus accruing to apparel wool producers and a 
0~062 per cent increw-:c in their profits net of the incremental promotion ~xpettditu:r~~ 

~ 
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The signs of tbr. general et·~nH!bdunl elasticities depend on n ..:otntllex pattern of crvtiS"' 
comrnodity pdce nnd prom.otional relationships .. for example, incrett5ed promotiomd 
expend.itt•re on apparel Wtit'l wtU. as l\ ·nrsH·mmd' affectt cnuse the demand for apparel 
wool to shift ri_ght and the price of aprarel wool to increa.~e. As li 'secoud .. rouodt effect" 
the ..t,:nn•~.,! Ftv · ;b~.titutc (e.g.~ C~''Uon) cnu he expect-:d h.) 1thift •~ightwnrd Cbecau~e the 
i'l~t~:.: of · ':·, •:. ~ wool h now ut t\ h!gher level) cilusing the price of cotton to increa~t. 
This etl · · .• d lt--ad ttl further udJil'->tments ·m tb\! app:·.:el wnol mnrkt't. All of this is 
complicatt , ;,,rtbct thn\ugb crov.;·pnce t·cJutinn\hips. m supply 4\n•J the fact thtll wnol is 
~old domestk::Jly tmd intcrnuu\mally. 

Kinnucan (l996\ lm' 'hnwn that the ·"'~wn· price effects of im"temcntat pt:omotion 
expenditure can. be 1cro nr ncoguttv~ m the prt.!\Cttce of croc,s-..:nnm1ot.llty eftect~ o( the type 
assumed in this paper.. Thi" al~<l hnhh when the- t.UtntnnJity concerned i~ o;uld o~. 
multiple market~. Ct10&hlcr a t \1. o .. cmnm<)t.hty example where both cmnmodhie~.; :we sold ,, 
in two mark~h., tht"' twu cmnnmdttie!\ ar~ \llhsututc' in. demand in each markr' a' well as 
~ubstitttte\ in st'pply and hwrf'lllt;"l'tttal pr(lllHllion expenditure on. cnmtl"lodity l ha" u 
positive tnegathel eUect on the dcmm1d f,w commodity ll2t It can be derntm«,trtttcd.that 
an incr\!ment o\ protnl1thm e,pendtturc nn comnhxlity l in market l Wtll hil\C a l,cm effect 
<.1n the price of c~1mmodtty ltt.t'.~ tctn 'tm n· pw.:c ctlcc.o H: 

(2) 

or 

(3) 

Wht~re ijlJ = ab~olute value ut the da\!h:it)' ofdetmmd fe.r ~ommnd.uy t \\tth r· .pe~t to 

price of ccJtnJl1odity j; e11 = 'lbl)olut\1 valu~.t of the ela"'ticit~~ nf supply of L1 • · i: >'lt~~ty i 

with respect to prh.:e of comn1 >dit.y j; Pu ·~ nb,olute value of the eln~tic.:lty ~. ... r demand for 
comrnodtty i with re~pect to promotion expenditure (\Jl commodity J; Pr. t; prt.)portion of 
commodity i sold on market h subscript!-. 1.2 denote comm(KJtties l nnd 2~ respectively; 
the * supei:tcript denotes ngr~r~~gate demnnd; and super~cnpt$ 1. 2 denote markets l and 
2, res.pectively. Note that h; is the quanlity .. weightcd nventge .of ij~ and ·ij~. lf the left .. 
hand-~ide <>f (3) or <4> i~ grf'ater flessl than the r,ght hand·side then the 'own.' price effect 
will be positive lnegativel. 

Several of the general equihhtimn pri :e elaMicities in Table 3 .are extremely small andt it\ 
the ~ase of apparel wonl ptotrmtion on the donte)tk market~ all the general equilibrium 
price elasticities are zett> v.hile, in the ca~e of non .. apparel wool ·promotion on. the ex.port 
market, the elasticilie$ for apparel and non .. appurel tt:>Ol prices are zero (cotrected to three 
decimal places) .. ln som~~. ca~~s .. tbe •own· pri.ee effects from lncr~mental promotion 
expenditure are negative (t\or;.c,.,tic cotton .,romotJf)tl, domestic synthetic fibre promotion, 
exr,Jrt cotton promotion 1;nd export syf!thetic fibtt:,. i'romotion}. A poi.nt to keep in mind 
when rationaUsing thes•: results •~ that a givt:n rightwt~nl shift in tbe demand for a 
commodity in one tnarket segment as a result: of incr:;~~ed promotion expenditure wiU 
hav~ a smaller impact on pJ1ce the n:tore elastic is ag&r¢gate demand and the tnoN elastic ~~ 
supply. For example, the bulk of Australia's apparel wool is exported and~ hence, the 
aggregate demand elasticity for Australia's app.1rel wool is infJuen~e~ ·hetavlly by the 
(asnumed) hi-b~r ex.port demand (tlasticby of ,..3.4 than the (fts~umed) Jvwer dO$estic 
demand elasttcity of -0.8. 



The general equilibrium. price elmaichies are used to compute the general equilibrium 
qunmity eJnstkities csee Piggott n a!. 1995, equnt:ions s .. Jl) which are. in tum, used to 
cnntputt• gene.ral equillbdlml eh•sticifies for producer surpJur; cPiggott et al. 1995, equation 
17). The 1e.ru values fnr f.evcrnl general equilibrium pdee elasti.citie-; nnd negudvt values 
for ~ome 'own' price effect~ there.n,re filter through to ?em or neg~ttive 'own' quantity 
and 'own• . produce~· ~UJ'plus effects. lf the 'own' t:n·oducer snq>lus effect from. 
incremental pt<'tnotion is 1cro nt·ncgative. the "own' profit effect will be negative. 

the ptofitability <1f itlcremcntm prmnutton expenditut.·e c1.~n aho be expr~ssed in fenn$ of 
benefit .. cost. ratto\ ha" ing the iUl'l'ea~t:: in producer ~urplus in t.he numerator and the 
increase in ptumotinn expcndttur~ in thl~ dcnmninutnr. The values of the numerator and 
denntnimuor are calculat;;!d by nt,ply1nrt dtc per..:entage changes fnnn the t11ntrix of general 
equilibrium ela~tici.tic'\ to h~l~C value\ fnr prm:tu.;~:tr 'urplus anu promotion expendit·ure. 

Selected bencfit .. ~,·o\t ratio~ m'-' rt.~pl'lted m Tahle 4 .. An examrle of the (:atculntiony, 
invol\'ed is given in At'rendix A. The thagt'nal eicrm.•nts m Table 4 at·e henefit·C<J~t ratio() 
as~odated '"'ith .anne per cent 1nt:rca~o,c m the prm:notion e~pcnditure indicated by tbe mw 
and column headmg. U\\Uminv aU t\thcr hll'lll\ of pmmntitm expenditure remain con~tant. 
For example. it then: b a tmc per .:•.mt inl.'rca"c in app,trel '.\ ool promtUi<>n mt the expmt 
market with allllther f{tl1ll\ ot pn,mottml cxpt:nditurc. rcntaining. <.:tHl~tant. there is a.l.49S 
dollar itt\!reuse in prndnt:t:r ~urplu-.. a~'l'tumg, tn apparel wnol prndttters tor each additional 
m1e .. dollar outlay on pnlmnhon. On the mhcr h.md. the rm)duccr !\urplu\ accruing to 
apparel wunl pmJ.uc(.'f"" i\ din:tilli"hcd by 0 :!It dollat\ 1t1r euL'h addttionul one .. dollar 
outlay on domestic apparel \"nt1l rmmrltltltl c·xpcnditun~. us,uming: nn change in other 
forms of promotmn cxpcmhturc 

ThP. off~diagonal element' m Tithlc 4 arc bcnefit·.Ctl't ratio~ a\sndated with simultaneou~ 
one per cent iru:rca~' in Ih·J prnmottnn expt!nJiturc\ ll'du:atl!d hy the row a.nd. column 
headings~. n~suming: all other rurms nf promotion expenditure remain constant. with the 
btnefits mul c~o.st.\ bt'ing those dpph,iu.q to tlze producers oft he comnwdity carrespmuling 
to the row lu:adin}i. For cxamplt:. if thcr·e h a ~imultaneous .one per cent increa."ie. in 
domestic apparel wont and dnme\tic cotton promotion expenditure. the producer surplus 
acc.ruing to apparel wool produC"ers dedjncs by 11.258 dollars for each additional one .. 
t'ollar outlay on apparel woHl prmnntton. On the other hand. if there is a simultaneous 
one per cent. increa'e in: both domestic and e~port apparel wool promoti.on, the producer 
surplus accruing to apparel \\'ooJ prt1ducers J,tcrease~ by 1.474 dollarr, for each additional 
one .. dollar outlay on promotion expeudituv,;. 

The results ofonly five types of incremental promm~on cxpendimre are J'resented in Table 
4: domestic promotion of apparel wool. mm--apparel wool. cotton and syutbetic fibres and 
promotion of cl~parel wool ot1 the export market. Moreo\·er., only jncretnents i~t two 
types ofpromouon at any one time ate amllyseu. Nevertheless. the results shown m the 
table demonstrate the types of outcomes possible when cross .. commodit.y impacts and 
tnultiplemnrket~ ate constdered. Some of the result~ arc highlighted below .. 

• There are several negative raHos and some of those which are positive are also 
Jess than one. Such ratio!i indicate unprofitable incremental promotion 
expenditure. For example~ Increased: domestic promotion of apparel wool i.s 
.only profitable for am,arel wool producers if it >is accompanied by increased 
promotion of non .. appnrel wool on the dorr:~~litic market o.r increas?d 
promoth::m of apparel wool on the ex!)Ort market. 

• On the c:her hand, pr. amotion. of app. ~ .. el woo .. I .. on tbe. ex.p. o. rt market is .. ·. alw.ays 
profitable for apparel wool producers . except for the case where it is 
acc()mpanied by increased promotion of synthetic fi.bres on the domestic 
market. 
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• htc.re~ed pmmotton nf appam~l wool on the esport mnrket is mote profitable 
f<lt apparel wool ;nodw ers if accnmpnnied by n ~imultnneot~~ incrense in the 
promotion of m·n·npparel wool on t.he domestic market. 

• {l\Ct'Ct\~ed UOtlH~~fk l'UtlOn ptmnotioll is only (ltUfitnbiC for COttOn. prodUCCtS 
wht!-n uccompiU11.cd f)y inc1·ea~e~.1 protl1otion of.non·nppnrel wool on Hte 
dm.nc~t1c nunkt.'t. or im:rca\cd pr<lmotlnn of uppurel wool on the· export murk.et. 
(see AppcntllX At 

• Note the r"laU\~cly mudtlargcr tin uhsnlutc value) benefit' ·t:u.,t ratios b1 the 
row fm· dmnec,tic ~nuun rmmotion. "l'he~e nre a te~ult n.f \he fact thnt the ha.-;e 
nttio uf cotton pmt.lut;ct surpluh t.n t:olhm prnmntiou t~xpenditure ( l.7J8.7) is 
ver·v lart:tc relative tn that tot the othcrfihrcr; h.•.J!.~ 8.9 in the- CtlSC uf appnrel 
wo;1lt lb.•nrC". c\·cn d the per,rnrage <.:hanp:e m t1mt1ucer FiUt'PlU!\ folJowing n 
one ter ~:~ttl inrrea'>t~ in dome"ttc c.:otllm l'romohon <either ttloue or 
sinulHUnt~•~u~.ty \\ Hh int:lCa,c•l ptumutt'''l expenditure on nnother fibre) is 
much le~~ than one' r1~r ce-nt. the hen~ht "Cn"-t r:•tio n\sociuted with the 
tncrenwntat pnmwtmn· cxpendJtutt~ c:.tn he lat~lt" m ~•h~olute value. 

There h~u., been a 'lUgge-,tinn recently that an add1tmnal $JOM he ,,pent on appnref wnol 
promotionm on.Jet to huikl murk1.•t \hare TJw .. wnuJd ~uununt tn a 17 per cent htcreaf-le in 
the tlu·ee .. ~t":"ar budget for apparel ,~v·oul promotion U'!.!d a~ fi1,. hase hudgt.t ht calculnting 
the reMllt~ pret,ented ahnve. One can cnntt1Jrc the hC'nt~tn·cu\t ratio'* tl\\OCJatcd with 
dtfferent WUY\ of allocating the addltlntlal cxp ;c.h~ure, For example .. a~sumiug both 
dHtnestic and export pnmmtion. eXJ)Cm.Hture"> are mcrca~~d by 17 percent. the benefiH:ost 
rati.o would he 1 .48. The benefit· cn"t: rahu dl.!crea!'lc"t "*' mt)re ot the additional. budget i~; 
alloca~ed tn r.·me"\tic promotion. l·or exampl~. it domestic pronmtu.m expenditure .is 
increased hy 50 pef tent wtth thl.i rem~linder of tit. uddtthmal $70~1. gomg to .:\dditinnal 
expnrt pmrnntinn tr~pres~ntmg u 1!\ per cent mcreasc- in the luuerl~ the henefit .. cn~t ratio 
decrea~e~ to l3P. · 

Meats 

Some results for Austrahan Jlltmt" have been pubh~h•!d in Piggott et al ( 1995} and are 
sum.mnrised here. The empha51~ in that paper was un ontlitting method~· a..nd the! types. of 
questions •. b. at can be add.re.s~ed, Hcnt.:e~ the type'\ of re"tUlts rn·e~ented: dtffered ~omewbal 
from those reported .above for the ftbre inJustry. 

Two impommtl~sttltr, apparent from the rnatrix of general equilibrium eht.~ticities (Table 
5) nre: HU a c.me per cen'~' iucrc:.!se in lamb pmmotmn ou either the domt"stic or export 
.market causes a decren:f.)~.ih .Jamh prodt.tcerr, .. 'profit~; and <b) ex?ott promotiott of 'beer 
and 'red meat' ha:: tl (XJt;JtJVe Jmpnct on the" profit'\ of aU producet· groups. 

Various ~hnulnHon~ were reported itt the paper. For exumplet tt ,.Jnmltaueous five per 
cen~ •ncreose in dmnestic beef .a.nd hunb pron1otio11 expenditure was found to decrease 
pork produtf!rs· (;~t.·ofitl by nbout O.J. per cent. If domestic beef promotiott expenditure 
was increased by five per cef, t, pork producers would huv, to inc:rea.-;e tho,ir proutution 
ex~nditure by a little ie~s than flv_e per cent }n order to presttrye theLr existing ltlvel 1f 
proht. Th¢se ancrement..'; m prumotu:m expendature would result m beef profits increas1l4i 
by 0.03 per cent nud lamb pmfits dect·ensinJ by 0.08 per c.ent. 

An experhnent conduetjd since the pn~r was pu~lished tuh.ltessed the followiug il;su~. 
Suppose thnt all forms of .meat promotton expendtture w~re htctcuscd by one ~r cent. 
What would be the impact on. profits across Uu! diffcren~ groups of produ~ctrs anu forth~: 
meat industry ns a wbol•? How wou,ld tbese tesu.ltt cor.npartt: with tbu satual!lon ht which 
tbe same incremtnt in expenrilturc wa.s used. ~rhaps . along with c:oJJtribuUons from: 
elsewhere. to lobby for microeconornic tcfonn whicb subaequondy r~sub.fd in a eno per 
cent increase ln con:sumet incomes? ·rhe .results are sbown in Table tt Whllt beef 
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prod .. ··· uccr. s gain " ... little fl. n:l'n an n;oross .. tbe .. board increttse in pa"Omotion. ex~ ... ·ndi. tu. ru., ·.huub, 
pork nnd !.!hi(ken producers Jose although the ment indust.:y us a whole gains slightly 
(about $ L2M). The Jobbyin~ exercise ts profituble for ull pr'Jducer groUI)S ond the 
htdustr~· us u whole gnins $20M. 

The effectiveness. of meat pn.lJnotion in .evhuncing producer~· profits cnn nlso be presented 
n!i benefit .. co!\t ratios showing t~1c rutip of the incrc:t~c in pr·ouucer surplun to the incrcdlte 
in promouon cxpfnditure. For examplct irt the t,"a~es ()f a one per cent: incren~e in 
dmnestic pronmtkm of beef, lamb and rork where each ts assumed ttl occur in isolation. 
the benent .. cost ratios arc 2.85. 0.49 and l.R4* re~p\!ctively. The beneflt .. COht ratios 
associated wHh spcnthng the extra doJlars on l.ohhymg which iubsequently ruh;es 
cOJlsumer mcon1c~ •~·} one per cent are l4.N5. l,Z .• ll ard 51.89 for l'K:ef. hunb and potk. 
P•~oducers, re~pectively. 

Duiry 

Pre.lhn.inary re!\ults fmm it \lUdy uf the cffectivem.:\s of dair~' promotion were pre6ented 
in Hill, Piggou und. (;rHfHh t J 996a} but tho'e re\ttll\ huvt:' he~n uwdified us the re:seurch 
has continued. the lug dJffcrence between mc•dellmg the unp,tct!t of datry prumQtion 
~ersus tho~,~ for me~tt and hhrc~ rs the high degr~e" nf guvenmtcnt mtervention in the 
Au~irulhm dniry indu~tr.y. 

The approach thut ha" hc~.m taken in modelling: rcturtt\ to dairy prnrnmam was t.o Ul)e 
equilibrium displncemcnt modelling to simulate .rcmrn~ at.~uming: a free .. nmrket situation 
a~ is expected to prevail by ahnut t,he }ear 2000 and then to exnmme gl';tph•caHy how the 
returns would cmnparc Wllb tho'e ~'htnined m a s.ituathm of government. int.ervention of 
the kind currently In pla<:e. Tht\ approa\!h i~ 'l.imilar w thuf. u..,ed by Fn~eb~arn ( l992n~ 
199Zb) in tnt)dclling;the impa&:r ofthe Kerin Plan and evaluating return!l to research it:rthe 
Austmliun dairy industry. 

The genert~l cquiltbrium pro tit elustiddcs a~~-:>duted witb dairy prom<1t.!>Jn under simulntcd 
free .. rnarket conditiott:~ nre 'hown in Tttble 1·. Ocnenlil.y, 'own .. pmmotion' is profitable 
(positive elnsticiliesl and has a negntive or zero impact ~.m profits in competinginduslries 
!negntive or zero elasticities). An exception is that export promotion of dairy products i$ 
unprofltable. Wlth the nssumed elaMicity figures, and giv~,;n that exports account fot• only 
2.3 per cent of raw tnHk under the simulnted free.,mnrket conditions, the price rise 
associated with ex.port dairy promotion was predicted to be negative after cross· 
commodity impucts are taken htto account. 

Benefit .. cost ratio:i of the type pre~ented for the fibre industry art! aiv~n in Table 8. Note 
that an i~~c.rementof d~une:Mic d}liry promotion exp~nditure i~ profitable irrespective of 
whether tt !S accornp~med by. n~ mcremer.t of ptomo.Lton. e~pencJtture on expo!' markets or 
on domestic promotton expendatu.re on one of ~.-.e competttor products. An Jn<~r.e.tnent of 
dairy export promotion cx.pemliture is more unpro.fJtable when accm~~panied by an 
increment in domestic prom: ~uon expenditure on ot}e l')f the competitor products tbnn if it 
occurn i.n isolation. It is profi.table when accompanied by .tm increment ofdc~:nelltic dairy 
promotJon. 

Graphical analysis su~gesLs thnt the returns to increased drury prom'1don are higher in the 
current regulated mar .... et setting than ht a free-market situation. However. this anal}'Sis 
does not take into account crosspcomrnodity impacttt wbich. as shown above, com:,Ucate 
outconJ~s considerably. 

Sensitivity Anal>wis 

:ln 4ll of three studies discussed ahove, only a very crude: .sensitivity analysi.s was 
undertaken but it. was. suffident to. reveal. that results certainly do change with 
~*;sumptions about the magnitude of MarshnUian demand and supply clusticlties. In t~ 
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cases of fibres and mentsw while the signs of the general equilibrium profit etastlcides 
were robust with respect to a variety of change~ in parameter values, some profit 
el.l.Sticities were changed markedly. For example. doubling all the domestic own- and 
~,..toss-promotion tlusticities resulted in the own .. pt:t)fit elastici•,y for export apparel wool 
promotion c;:hattging. from 0.062 to 0.249. ln the cn~e uf the dairy study, a doublinp: of 
surply elasticuies n~sultcd in dmne!'!tic dairy promotion becoming unptofi.table under 
assumed free-market C\)llditions. 

There is scope for undertaking a mudt more sophi~ticnte'' type of sensitivity analysis 
U!-ling. f('t example~. ~t~lntl.! Ct.IrJo .. typc simulation procedures nnd this will be one of the 
directions of future .rcseard1. There ~•re now software package*~ av;:ulable which can be 
used in conjunction \\,tlh ~.:prcrtdsheet pack.age<t (e,g.J the ®Risk add~on to Excel} to 
und~rtake sudt. unaly~e..;, 

The lmportr.~rtcl! o{Cros\·C'ommmlit.t·lmpacts 

It is insightful m examine the \-JrioUi:\ l'nmponent~ \\'JHch make up the BCRs working 
from the demand function~ in which m~.,.,t. nf the Ctn)"l·commodity relatlom;hips. are 
embodied. Thill analysh is prt!scnted h• Appendix B for the case of apparel wool 
promotion and serve~ ttJ highlight the imponunce of induced price L'hanges fol!owing :an 
increment of promotion expenditnre in determining the value of the benefit .. cost ratios. 
Note. In particular. that chungcs in the price~ of symhetk fibre!-~ and cotton arc .important 
in deterntining t11e bcncfit·cnst ratit' ns~ociutcd witi. increa,ed npparel W(~ol promotion. 

The be.n~ tit--cost ratw" as~(>ciated with own .. prwntJtion of fibres were ret.:omputed 
assuming: ~~.\·· ¢:ro~~·prOJU(ttion eb.-.:icttie~ \~·ere zero: and <b> cro!')~·price ela~t.icities were 

., zero. Ntue th .. t'. in the ev~Juution of the cffectivcne~~ of own ... promotion. t.he lntter 
amountb to as:.uming thal the only impact of promotion is to shift the pro.moted 

.. c.otnm()Jity'b< demand function ;.dung a statiomuy supply function which~ ofcourse. is the 
~ .• ~~.unption implicit in mo~t of the e:lrly empirical work <Jn the effectivene >s of commodity 
prumotion programs. The P~l'>ults are shown in Table 9. Ignoring cross .. promotion 
effects biases the henefit .. co~t ratios upw!lrd in all cases .. Ignoring cross .. price elasticities 
bia~es the benefit .. co~t ratio't upward.~< in three case~ :and downwnrds in two cases .. 

The implicattO"'\S of ignoring cross .. demand eff .!Cts have been explored bv Kinnucan. 
{ 1996). He rcil~rs to \.f<l!,S·prom.oti(m demand effects as 'spi!lovert and" cros$.-price 
demand effects as ·reedbuck', A gruphicnl depiction of the concepts is given in figure l. 
It ls assum.ed that there are two commodities-wool and r,vnthetics,.,.each sold on a .single 
market and in fixed supply. lnitiully the price of each commodity is given by PJ, An 
increment of expenditure on wcol promotion shifts demand from D1 to D2. with the size 
ofthe horizontal shift depen3 tng on the own .. promotion elasHcity fo.~ wool, Pww· 
Spillover ~>hlfts the demand for synthetics from D 1 t.o D2t with the st.ze of the horizontal 
shift depending on the cross 4 promotion elasticity thr synthetics with respect to wool. 
promot:ion, ~ttw· lf thes~ were the only effects. prices for wool and synthetics would rest 
at Pz. However. relative pdces have changed and this induces feedback: because the 
price of synthetics has fdlent the demand for wool shifts leftward t.o D:; with the size of 
the horizontal shift depending on the cros~ .. pl'ice elasticity of demand fot wool with 
respect to the price of sy,ltheticst llws~ and because the price of wool has risen, the 
demand for synthetics shifts rightward to D~t with the site of the horizontal shift 
depending on the cross .. pri.:.e e!lnsttcity of demand for synthetics with respect to the pdc¢ 
of wool. 'tbw· the final prices in each mmket are at P3. 

In this simple model. for a given Ol!tlay of ndditil ual prOJllotion exp~nditure on wool, the 
increased profits to wool producers are directlyrelated to the extent vf the ptlc¢ i:tcrcuse 
for woot. Profits. {net of p.romotion expenditure) can be d~cren.~ed by the incremtnt of 
promotion expenditure .if tbe price ds<! for wool is .suffl,iently small.. Indeed. the pric~ 
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rise for wool might be negative. The likelihood .. :a a small or negative price rise for wool 
is greater the more inelastic is the de111and f~">l' synthetics,. i.he greater is the promotion 
spillt'.Vcr effect an<llhe greater i~ the feedbuck~ffe<.:L from .synthetics to wool. lf feedback 
effects are ignored, nnd irrespective of whether spillover effects are ignored,. the prlt;e 
mtwement for W11<)1 would be predicted to be from J>1 to Pz: the increase in profits for 
wool producers would he overstated. lf spilr:>vcr effects art: •g•mred but feedback effects 
ure included, then tilL pnce for wo9l would be ph!dkted hJ rbe above P2 bzcause the 
initial rise in the price of woul from Pt to P2 ·w()ulJ lead .h,) a prediction of an incre~e in 
demand for sym11ctk1-1 tn the right ofi)J and, hence, a rise in th-: price of synthetics above 
Pt and n further shift in v ool demand to th\! right of D2.. 

Tr;.tcing through the eH~cb of ignoring ·\piUover umtlor feedback becomes more complex 
when allowance i~ maJe tor prudut:ts to be s~o1ld on more than one market and own- and 
cross.·supplv response" nre intwdu~cd. Hnweveri it sht>Ul(l be clear tbul ignoring cross .. 
con1mod1ty "effect~ has thc- potential tn hi as re~ults severely. 

Ccmduding Cmnnu•izts 

A·~ wi.th any ;malytkul tool. the modt.dling procedure used in the Au~tralian studies 
discussed above have weakncs~es whkh arc dls~..~uss~d in various puhUcations (e.g., 
Piggon I 992 and Pi,;gt•tt ('/ at. 1995 l. The pro~:cdurc does lend itself to speedy 
generation of result~ provided. of cour~c, the mHtlyst .i' prcpnrcd to make informed 
judg,.ments about mis~ing pan.unctcr value~. Sen~itJvity ~mnlysis of the type 
recon~·nended uhm.e can oft\ct lack of infbnnatiu.t ((\!:lome degree. 

\VhHe tl1e assumed paramctct· \:alues u~cd in the Au~tralian studies \Verc btt.~ed in part 011 
elastictdes derived from prc.vious Cl~mwmctric studies, infnrmution on some elasticities 
\\·as extremely limited. particn!atly with regm:d to own· and cross .. promotion elasticities. 
In this Ct)Jltcxt. recent ecmiomelric \V1..Wk (e.g., Piggott et al 1996) a1med at producing 
theoreticnllv consistent sets of de~lai\d parameters incorpQrilting promotion effe.cts and 
flextble functional forms will fucihtute future research. But even bnsic information on the 
base prkes, quantities and promotion expenditures was scarce or non .. existent in some 
case;;, MQrftover, data limitations required the authots to use highly.-aggregated mea~ures 
of prom<)tion (e.g .• export prontot.on of apparel wool). In practice there are many types 
of promotion expenditure end; in pdncipal. on~ would expect them to vary in their 
effectiveness. 

Given the public policy diPJensions of the promNion i~suc, it seem~ reasonable that, 
industries be required to provrde data to assist public evaluation of promotion orogram~. 
This ought to.include very detailed bl'eakdowns of how ptomotional dollars are spent. 
Indeed~ it would be in the public interest if industry re:nesentutives and researctcrs liaised 
on data needs to support the public evaluation of promotion programs. 

Notwithstanding the limitations of the modelling approach and dnta deficiencies, it does 
seem that several forms of incrementul promotion expenditure in the Aust;alian fibre, 
lll~at and dairy industries are at the very least questionable in. term~. of beJJcfits to 
producers. The returns front alternative uses of levy dollars. in particular, t•u~ w~L (ns 
from research and deve'lopm.ent, are ulso difficult to measure and highly t,<; .-·lrr,ain, 
although many studies have suggested that the .returns are high (see, for example. ~"obie, 
Mull~n and Alston .1991 ).. As explained at the outset, a major concern ;s that evaluation 
of the profitability of inctementalt~omotion expenditure seemt; to be given relatively little 
atteudon compared with incremental e':penditure on research nnd development, even 
though expenditure of levy dollars on promotionfnr exceeds expenditure of levy dollars 
on researcb and development, Little is known about tbe ex-ante evaluation process for 
promotion campaigns, although e.t .. a:~te and ex-po.st evaluations of promotion campaigns, 
like any other investment decision. are import;mt managemem tooJs. 
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In this paper attention has not been given to the vertical distribution of benefits and costs 
from .incre.mem.,t promotion expenditure. This would be an obvious extension to the 
present nunlvsi.s •. as Wl)UJd 'cndogcuising' promotion cxpeuditure by incorporating u ta.x 
variable .in tl1e supply funcwms within the sttttctun\lmodels. 
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Appendix A 

The following n<Jtation }~. u~ctl in the example hctmv: 

Q~,. = equilihriutn qthmttty of cotton 

EA; = p.roporttonutc chaHge in A~ 

rtc Pc. A~ J =general cquilihtium elasticity of P l wtth respct:t to A~ 

7tt P c,A~ J =general cquilihriutn eJa~.,ticity ol P c with .respect to A~ 

Ec~ = own .. price elasticity of cotton .supply. 

The change in producer ~urplu~ for ~my conunodity te11uhmg, from an increment of 
promotion expenditure on that commodity or a reluted cummod.ity is measured as 
2EQc + EQ}. rite value of EQc can be found either by working ft·om the demand 
function or the supply functir.ln. 

the following example csee O\!X~ page) of the calculation ofbenetit·cost raUos for cotton 
promotion will seJve to demansuute. (This pruticular example is interesting been~~ of a.11 
anomaly: a one pet cent increa()e u1 Jomestlc cotton pt·omotion is more profitable to cotton 
producers if n~cornpanied by a one percent increase in dotne1:.Hc non .. upparel w,;ql 
promotion than if it occurs alone.) 
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For an im.·reasc in domestic cotton promotion ai<Jne: 

Bt;R = EPSl cPS~:. t+ EA~ (A~!) 
PSc = $869.::\79425~1 
A!!_.. $,L5~t 

I~PS\: =:! EQt. + 1 l;Q. l
2 

E1"' - t:'· I·=l) ~'<\; ,..- ~ ('':.,; ."II ( 

... ~ "'· 1t( [> A" 11: ·' d 
- c;\,'1; '~·· . 'I. . • i·'\.~ 

= l 1.5 u-<tOI 2.!4 1c0.01 t 

= -O.OOOlf{:\6 

'EPSt =-0.000367.! 

EPS~< PS~.: > = $-0. 319.:!069 !\1 

EA~t A~~ l = $0JK>5~l 
BCR = -0. 2~ I q;?_06\l + 0. 005 

=-6J.R41 

For an lncrca~c ir1 r,:·Jmc.,tic rnuon pr 1' hm accompanied hy atl increase in domestic 
non-appat·cl \\·<ml promnttnn:' 

Ep P. Al.t ·r., , .t .. I) .. \li .1 .. \'t c = 1t{ . ~:• ~, L~l""' + 1tC ".1 n l ~~ n 

= I-0,01 ZZ~tuO.OI 1 +t0.04728l(0.0l! 

= 0. {;{X)35 

EQ.: = tl.5Hfl.QOOJ5J 

= O.OOOS .. i 

EPS, = 0.00105 

BCR = 182.816 
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Appendix B 

Au l~wmple of De(.·om{wsing /Jenefit .. Co.\'t Rlltio.r 

The equilibrium qmmtity of nppm·el \.Vo11l dl!nmndcd <Ql has to s:\lisfy the equntion: 

If there is n change in A',t undlnr A:~. the rc:,ultmg proportion me <'lmnge in Q (i.e.~ EQl on 
which the change in produt:cr ~urplu~ depend" hcc PJf!gntt et al 1995, equation A..l4) 
wlll be the sum of tcrah t:ontuintng. (ttl gcn~'fi.ll c<.tmhbrium elaslicitte~ for price with 
respect w promntmn variable~"~ lhl ~h•r~halhan prtce and pmnwtion elasticities; (c) 
proportions !)Old on the thJmc~tu: and cxpmt matkl•t; and td) the proportiomue changes in 
the promotion variable~. In our n1udcl tbne arc ~tght component~ when only domestic. 
apparel wooj promnti.mlJ\ incn:a'1cd nnll. Ill t:omponent~ when both dnmestic ~md export 
promotion of upp~1rcl W\lt)l ts mt;rt\'""ctl. The \..'untl ,h~llinn nf the various component; to 
the change in equtllhrnuu quantity m the t.\l\l.~ of an mcrcc.•~c rn domc~tic wool promotion 
are shown in Tahlc ll.l. 

This n!:r>\vs ()tW t,, dc:.:ompn'tt thl' c appn'\tmatc 1 BCR tntn Ca) dire.:t promotion impacts; 
au.J tb) lndire\1ot unpa<.:ts thrnu:;h int.lu~·t.~d pril'c ~hungc~.t. The de<:ompo~it!on" ure shown 
m Table .B.Z. ln hnth ca~e' the cflt.:'t't"" ('umc man1ly through export market effects 
benlu~e ofhigh prkc ela"ttcmc,. the high lcH•l of cxpnrt relative to domestic promotion 
expenditure and the high l,·rurm·tmn nf\\~lol c~pqrtcd 
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Table l: J.:xpenditure of l .. evy IJollars on t•r•nnotion vs, Res-...ltch and 
n~velopn•·~nt! Au&tralhul \\'(JOI, ltfd 1\-leut and Dairy lnduHtl"ies• 

(\munodtty/ 

Yc•Jt Promnuon 

-· -------------~--· 

n:oo/ 
1989/90 
199()/91 
191) l/92 
l992il)J 
1 <)l)J/94 
1994/95 

Ri!d ,\t., dt 
l99d/9l 
191) J/92 
1992/9'\ 
Jl)<J]/94 
1.994/95 

(Jairv 
199()/91. 
1991/92 
l99l/93 
1993/94 
1994/95 

Average 

$M 

11 'J5~ 
215 (}()(J 

lhKOOO 
[ .'7.0Xh 
l(..t V11 
99.:0:06 

15/.2.\Z 

!'4 (}{)"/ 
6141.:!. 
70 .. ~2(1 
70 .. 911 
70.hll 

{J,li 613 

1...1.29..1 
14.300 
14.963 
16.2~6 
19.4S9 

15 856 

(, 
,( 

77.64~ 
7}iA;i.l 
7K.J 16 
7h2ll 
'/(l,:')"/(1 
7X IJJ:! 

7.(.(157 

64 61.! 
C1~l 4XC, 
~9 'J~O 
59.9XJ 
60 62·1 

bl. 927 

67.4l5 
60.750 
54AS~ 
54,948 
53.040 

58.121 

l{e"~·arch and development Tot.al 

.$M t'f ;(I $M 

4tJ <} ll 22.35$ 223.206 
51JJ)h7 2l.547 274.1J6 
+f7J)Cl4 21 .. H~M· 215.064 
4."!.776 ~:t7W\ 179.862 
'~I 9X7 4'~.424 149 .. ~64 
~JL6JfJ ll.U6X 126.445 

.Jt 407 2~34.~ I J4.690 

:l0,072 J$1HX H4.979 
J~.K.11 J5.5l4 95.21~ 
~lfl «J55 40J)10 ll7 181 
·t-7.107 40J) 17 1 Ut218 
.. f!' X6.1 J9.J7h 116.473 

·10 R03 38.0i3 106.417 

6 .. 908 32.5X5 21.200 
9.239 39.250 23.539 
1.2.516 45.54H 27.479 
J 3.312 45.052 29.548 
17.255 46.960 36.744 

11.846 41.879 27.102 

a The sources nre: {u} for wool*ynriou., Annual Repotts of AWC, WROC, AWRAPO 
and pc~·s. comm. with IW~ and AWRAP; {b) for red meat, Annunl Reports ofMRC und 
AMl~C; and (c) for dairy, Annual Rcpotts ofDRDC, various issues ofDRDCts Rt,\'tulrch 
in Progress und Annual Reports of ADC. 
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tOO 
100 
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100 
JOO 
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Table l: :a_., Marshalliap Elasticity Matrix for Fibre Sttldy• 

-
El$1tetty •nh~T·:dto 

~·*• A~el woo~· N.otvawarcl C~ron Synthdic flb«: t'>o!fit#h. Oouacstse bt>d· l~t.e mt(;• ~·c . ·e.ron ~~~~ ~--- bport Sapo~tl~ 
~a&l:i-k pnee v.ool pn« pn.._>ct pnce appllcl v.~t ffpp~l ~t ~Wit sywtJ~ f~ ~ ph)llloOUOA ~wool ~ .......... 

~lUi\ ~100.(\Q pn)rt~}Qn PfOIMll<lll ~ 

l'lonatec apparel 
w..ddCaund ..010 t}O)- oro Dlt) o~• Ut\l .UU25 ...O·OS 000 0:1)0 oro OiOO. 

Eapon~ 
000 DO lbU tltll uno (ttlO t<OU tl!O :(tOO ..4)t)S -O.lfi ... wool-~ "'340 

' 
no.sric: ti.Oir 

·ippard •'001 
dcmud tHO ..{)~(.} (t2tJ {t~ UO,l Hth ~cw;.~ .-fJUJ ij(liJ 0'00 0"00 (l(ll) 

Doaldl.e ttl«on 
*=ad nos: om .,f}1t} \)!0 ...{)0$ "{i05c tllu ~tU I)O(J 000 tlOO Q,OO. 

&pmt· .. \loa 
1500 lOW -~ -SUUU suou um 1.'00 uoo uno "t!O'i ..,(}QS tllQ -O.U 

llomcsbc. S)'lMlC 
fibre:.~ 

QUS iUS \Htt .fi4d 4'tl~ ·4tH} .{iffi (}~ 000 000 0.00 000 

.E&port syntbdsc 
fibre dent:i»d 1">000 tlJCKHJil e'S!IXi ··1t~HO t:HK.t Jtt.:} ono 000 ...010 .,QQ!l -005 020 

App:t.td\lo'wl 
11ipply t~ ~21} {Hili {)H1;1 Ut)t tr~Kt UtJI.t (Hl(J. {)tl() OOll :ttOO oM 

.Ntm-~ \1000! 
Wppl)' .,(} lfl tzu tt\lf.f (~•XI !lUI f1•~t ihW.l 000 tHlO 000 !I® 000 

C~$Upply u\10 uoo l S!J OhJ um iltiH tHlO 0{!0 Ut.VJ uoo 000: (lQO 

S):lthette fi~n: 
~y Nn noo U{tf HiH UflU uw t!(AJ UOtt tHl(J: 000 uoo one. 

• Source is Hill. Ptggmt and Griifith 1 1996 }. Values are based on I'ublbhed e~timate). :.tnd authors~ Judgement. 
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TaWe 3: Ge•ral £quilibrium Prt•mooob Elasticities for Australian Ji"ihres• 

Depeh4llcnt 
~ 

~ 
~I wool 
Non:"apparel wool 
Cotton 
Syntbcbc fibrt!S 

Quatttity 
Apparel wuol 
Noft .. appan£1 wnGl 
Counn 
Synthettc fibres 

R~vellllt' 
ApParel W(JOl 
Non-.appat:el wouf 
Cotlon 
Syntbet.tc fibre~ 

Produur Sltl].llus 
AP(llttti W\l' )I 
NOJHlppareJ V.\\Hl 

Cotton 
Syntbeu~ fibrel 

NetPrcfu 

Promotu;m vanable 
Dom~tK appard {lunlt's.tl(' nun- ThJrtt~t.tc t.'tlU,on Dumtsttt' E~rt app1lrel 

wool a~ WMl synthetic fdile$ wool 

0000 U03J ~UW> .(}03:; 0061 
0000 tHKm -0017 .() :(lf,6 0014 
noon fH~7 ~0012 .:tlo.t7 0035 
noon ~Hi~1 ~fHH4 :-uns~ U0:!9 

0000 UHH UHi:tq tHHl on~~ 

OO(llr 0 H'7tt .\)llN -OU'"!b OOll 
.. tHXH UH..,l ·Unitt ~nn7n 0()52 
.notn iHNh un~~ tlit•l4 nn5t 

nnoh HUh'"' UtH'! cHllbb 0144 
ounn u t.t.! ·UtHfi. .tll4l 00!4 
.(1{)01 b lU\ ·OtHI u:n UOS7 
·HfttH Ui·N ·UifN .n l4o uo~m 

~- ~~ 

lHJHH UUn7 -hUl~ UU{lh ttlbb 
tHJ\IU $1 ~~= IJH~~ u ~~~ HH2t 
-U \!ttl H 14.! tHl~7 4i.l4t\ 0 Hl.f 
unu::! H t•H -H ll".U n lh~ tUHl 

~ ........ < 

·&pm;t nau­
~clwl';)t)l 

GOOO 
0.000 

·0001 
-0.0()1 

*UOOl 
OJlOO 

-'0002 
-'O om 

.:{tOOt 
nooo 
1ll03 
.{).()(}~ 

-tlOOl 
noon 
-OJKB 
~0002 

Exl}ort ~lon &p.ort sy.r1ihdk 

-0~015 

-0.003 
41007 
-0.006 

-0.020 
..(),001 
-0.01() 
.;0.011 -
·0.034 . 
-0.005 
..0.017 
-OJ:US 

.;0.039 
-0.005 
-0.021 
-0~023 

lbw£ 

-tUU2 
..:Q.(()B 

-fUl21 
-6J;}I,6 

.:1):()43 

-6.006 
-0.031 
.. 0.029 

-0.876 
-0.{)14 

..:11052: 
-ll04S 

.:().0&1 
-0.0.12 
-0.063 
.. ().058 

~flOU2 tilth'J Apparel wCKll ~nou2 tilth' ctltHK .nnntJ 0062 -O{XH ..:01l39 ..0;087 
N\.»t•llPrftttlw~~HJ OUOO tlH'\:; lHBK H t~! tHl::l 0.000 .. ().005 ~012 

Cuti;.ll .HJXH n 142' ·tHH7 .u 140 U W4 -tHliJl -0.021 ~fUl63 

SVttthettc iw~s .fHtO~ H lt~l ~00'\0 .n 211 tllOl ~tHl02 ..0.023 ..:O.OS& 

s The numencal value,, tndicate the pen:entage change m the dependent v:toahle mdkated. in the row beading withrespect to a one per cent 
increase t:n expeml1ture on the promouon vanal>Je indicated in the t"olumn headtng after allnwrng f<lr all cro&s-mnrket impacts. 

~·~";ij 
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Table 4 St!lede~ Uenefit. Cost Ratios ~<\ssoclated with Australian Fibre 
t•romot ion'* 

~-· 

Prumnt ion vntulhle 
Promotion l)t)llt Ot)m. non" nom. Dom. Export-
variabl$ npparcJ nppm·et cothm !\ ynthetics apparel 

wnnl \\t10l wool 
Dom. apparel v •. ,().111 .tl .6k7 .. J J.~58 ~41,.471 lA74 

D~lm. non .. apparel \'-. .I :!14 t.~l6 0.\) 16 0.003 L396 

Dnrn. cotton .(,.; h1·.f· l Kl.H Ih ft1.X.t l ..)()7J{60 117.636 

Dom. ~yntl.et.k" (\{l.tt; OOtH --7.:51>1 "'5.995 .. 2.715 

EXf!l'rl am:~arl"l Wnl'} l474 2.10~ 1. ~.\9 (.),9()4 l.498 

a The thag\mal ch.m~~nt"' UN henehl·,~.x•'t r,JHt'" a\~(,~.:wtcd. vnth u one per cent increa.,r in 
the pn.Jmnthm cxpeth.hUm: tmln:Jh."d m the> .lf~\,., atldr..·t*lunm h1.."adh1g~· t\'t\Uming all other 
form\ of prmnotwn. C>\[.~thhturc nmhnn '-'nn"'"~f'~ Th.: nH~dwpmul eh:nncnt':l ure benefit .. 
Ct)'it ratiO\ U~\nt;'Hllt~d \\lth \tmuUun~nU\ llne rcr l.:(!nt incrca~~~ in. the Pl'?tnotion 
expemhtures mdkated hy the- rtl\\ utlll ~nhmm .tl!itdm.c' a-,,ummg aH other hlnn' of 
promuwm expt.mdlt\ul! rcmam c.:tm,tant. \\lth the hcnclH\ i.ltld cn-,t>t being thnse apJ)I}'ing 
to the pmdu,~er., of !he- '-:mnnln(ht~ L"l'rt~"f1'm.dutg to th~ rnw hcadmg. 
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Table 5: Meut (i~ner~·' l~«tuilibrium l'tofit l~lastidties 

Pl:t)tnptinn vm·.iahlc 

Profit\ 
J)mn DcHn. Dnm. l~XfllWt H.xpnrt Export· Dom. 
hcef lamh red meat beef lamb red meat pork 

Beef OJ) 1 n 0. 004 tUlOX n(H7 0,000 0.014 .. ().(}03 

Lruno .. (}J){)l) .. (){}1~ OJlO.\ Oli04 OJll :t 0Jl02 .. (),()07 

Pt.)rk ·0 <H t "UJH 1 "0 010 0 !ll}h n ooo (),()04 OJH1 

Clue ken ~n 02 ~ .()J)~1 n n:;~ O.Oll .~ n .. ono (),(}(),! ,()()J:l 

Table 6: Profit lmtlUt~h uf hH.'I·(~a\ed J1t•nnlott4Hl, \tH'SUIII nonuu~tic 
l"onsumer Income f·:nhnm:enu~nt: .\ustt•:dhm ~\Je~•t~ ______ ..____ .··--.-- ·~. ' ' ···. ·.' .,...,_., .---.. 

P(*f~t:tll~tf:;~.,t m~:rca,~.· m pn~hl' a"l"O~.o.m;.;,J ..... nn a one per 
tJ.'nt mcn."'a'e m: 

lndus,try 

Beef 

Lamb 

Pork 

Chicken 

AU meat 

0Jl4 Ul 

nn~ f)~ 

.. ()(}f tL7 

,(}.()7 tl7 



J:)mnmtwn \~~nable 

Profit~ -lJi.\lllt.•\(U; [hltllt.'lyth: o.,,me\ouc ~nn Ext~ 
dJH~ tnut jut~..·e drmk d·iry 

Rnw rmlh. UniX ~n.Hth ·<UH t .(),006 

r:nut J\h~e nuto 0 001 ·0 {)} i' .. n nnt 

Soft' dnnk ·f' Hl~ <• n.~ ~. O.Ohh () (J"!\4 

M•i!'g~uinc HOOk H nun Ol\t)H 0.000 
'rl~~ ~ 

Pmmonon vtu:i~hle 
........,...,._.,..,__ 

Profit~ Dmt'le',tJC D~>mt;~th: Dome~tt.: Export 
dairy thtiljuh!e ~oft dt·tnk dntry 

Domehtic dt.U$0 1.616 1.029 L232 1.342 

Domestic fruit juice (J.88l 1.:!.60 0.619 1.221 

Domestic soft drink 275.574 181.27:! 356.427 172.486 

Export dairy 1.342 ·2.939 ·1 .. 927 .. Q.OJS 

a The diagonal. c·!.:menb ate benefit.-coy,t ratios a5s()(:iatec with a one per cent incrca~ in 
tbe pl'omotiott .... xpenditure indica.ted in the row and column bending, assuntirtg all other 
fotms of promotion expenditure remain constAnt. The off ... dias;onul •.den)4nts arc benefit .. 
cost. ra .. dos .. associated .. whh simultaneous en. e pe.· t cent lncrCfases ·.in the promotion 
expenditures indicated by the row and column hetulings nssuming all oth.-tr fonn• of 
promotion cx~nditure remain constant, wjth the benefits and costs ooing tho$' applying 
to tbe producers of the com.modity corresponding to the row b4uding. 
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'fabl~ 9; Selected Fibre Promotion llenefit Cost RaUos: FuU E«eets 
versus Partial Eff:ectsU: 

Full 1:\!o No N() spiUove.r or 
effcct!-i sptlhwcr f~edbnck feedback 

• ......... 
Oome~tic · 
ppparelw. ·0.21 l 0.268 0.187 0.187 

Domestic non .. f 
apparel w. L._ 1.2:?.6 1.230 (},969 0.969 

Dome~tic 
cottt'n .. ()3.841 0.775 0.4JO 0.430 

Dotnel:ith: 
synthetic fibres .. ).9~5 0.217 O.ll J O.l J3 

Export npparel 
1.498 t.m_l_., J.us~:J 1.054 wool -~ 

n The numerical cntriel>t m the first cnlumn are the diagmml element' from Tahle 4. That 
is, they ar,;! the benefit .. cn~t ratio~ ~t~"ociated with 'nwn,.prtmmtion' assuming other forms 
of promotion expenditure remuin ~..·mv,lunt. The n:.,laininft column~ are the benefitwcost 
ratios when either ~piJlover.lccdba~k or hnth eJtect!-t ure ignored. . ' 
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Table B.J: Comt•~nents of J~Q for Intreased Domestic Apparel \Vool 

Promotion;' 

% conttihutinn 

-0.165 

0.009 

) 11 •1 '"{ [> t .J) [:.' "t .t I . ~•~ ,,., . ~ ~~. "tt:l 0.104 

0.199 

<274.924 

264.177 

414.806 

<~04·.205 

Total lOO 
n Jn interprctinithc r~!'iult~ in need" to be kept in mind that EQ is nctuaUy 11egntive when 
there ban increment ofdumc iUC apparel. wool promotmn <all other forms: of prommiou 
remaining con~tu.nt) sn that a negative pcrccnttlge cuntrihution in the result~ indic:Jtes that 
the particular effect hull i~ positive ini1uence on Q. 

Table 8.2: Components. ot' BCRs foa• lncreused Apf)atel \Vool l,romotion 

Direct promoti.on impact 

C'h.nnge in P,, 

Change in P,, 

Total 

Increa!-Jed domestic 
vromotion only 

-304 

··275 

264 

415 

100 

tncr~ascd domestic and 

export promotion 
(%) 

242 

~251 

::::=0 

54 

.54 
99 
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Flaure 1: Spillover And Feedback 
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