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".Q:IIt tQ·lgd.a.lltute ot! ~~ .• ~. 

:in ··HeIf· .. ~."i • 

.. *paper ... ~to the'J.bi:tty-'.\blm:Atnlal.CtTtf~of tbeAustralian 
~tural ~cs Society, Linooln CQll~,~¥ New zealard, 

7-9P'ebruary1989. 

§auao .~. e.upleyed by .~ POlicy Sel:Vices tOm .i;ba study was caIl:ied 

out •. 'Ibe .. vi~ .. expteSSe4 atei:bt)Seof tbeautborSard /notnecessarUy t.hoee 

of theKin1st,~of ~icul:b.~ ardFisheriesor 'l11eTreastn:y. 



-n.. ~ .. wi$b·totbank' V~J~, 'G:raaDeWeUs, an:l,inparti~, 
R.i.ctw:d~Wt1lI~/for their :he1pM., di.:o$~iOl')S,~cnI$l ~..,.. ~Q1 
,earl l' tlrattB.· , 



'·l.O~ 
,~ .zeala.n1, has·' ;bad ··one· ,.of 'the 'hi~levela ,Of ~.ta:tJ.fts ~ 
,·the ',.O8ll.~. >I~~ "~' ·ot' ,Nf!WZeell.atd,1987) ~~Q1W 
~~~~ptab:a ;inpxt~.~isan~licit, 
~ .. at.,~ .. (Cl~ ,Old sj~,. '(S ':~, lSJS4).'. JgriQll~1. 
..... t\ ,_jar .. ~ .. '~' .. flUfffll'S. ~y fJml, ·tbe.~ve 
'rii\Wte'~ ·tbe ~ ~. ~ po11c::Y~ , 

. lin1.V ~ ··Ilave.· st)'died tb$, ~. ot .~~"". 
llickfoDt(3.985 ·and US?) .~. t1.le.;lntlUSlX8of '~ ,,~, en ~ 
'~~ •... ~.(198S) ,~tedtbe effeCts· ai .. ~ .. ,price .. l~ 
aid. ·'~.·variai\les·~ '~' ~, ,Qf ~ .'.~ .. 'a1~. Q;l$t. 
~, ~, .~ ·.DCJt ~, e¥Pl:lc1tly ~.t l:n pilJ:t~" tile 
CQSt:.Qf,'protecticn1;o agrlClJltm;ella$' not ,~.~ ~c .~ 
~l$tittg'~ policy ,biWe ~,.had~ete,·infOl1.~ .. ~. its "'~ 
a): ~ttu:e. ~Yt.~it.l:aty.~c:ns of the "(Uit~""b.\\~ 
.:be!(m 'usecl in, ~~t:Uq t;he·effect;lve rate of ·~~.to~~ 
(~ and· G~, .19S~: .Taylor ... andJlayes'.198

'
; ~!1Yle:(, 1988). 

Al~a .. statEd just.t.fi~ai.ofthe,. ,~~ '~prJ.qt(SMP) 
~,.~ .to~~ ~~fQl: c::c::$t. .~ ,cb! .. 'to'~ to 'the 
~~ ~!es,. ~w:e. ha$ been 11.ttIe ,~, ,qa tlla extant· 1;:0 
~cb ,.thl$ pa ·wetS ~~. ~ f.llelxpl.iaJUQleJ ·Qf '~ SIP.' ~ 
~been<X.l;1S~ at ,$ll.. 

'ltd.S $t«lY ·£()CQSeG til·· 'es~tlDJ .cost: ,~ •. ~ axe<klflned _ 
the ~ .. 'to·~,.iq;tIt QQSts. tq ... a,n' ~. ·.are,;raiSed _axesult of 
1:4\ritf .~iQltc Qtbsr ~~. '.dle ~'of't$:,lffscn tba •. ~ ,of 
~,~.-;:aUy .~.iltp".lrt4bles't ~ gcodS aJJi~ ,is,nat 
unifpl.'1'Q. :It .~ ,en ~'. ~"of ~tut.abUity ~. htpQrt:s . .n 
,.ot:be!: IIp.i;ts uSedin~~cc. 'It is ~ to .~ nPt·CI\1Y ·the 
·(:Il-fatIll CO$t ,~ l:ut .c1l$J. tue ,of(-fal:m(~. pX'QOeI$S1.'t91 (:O(¢~. )a 
foreign ~for 'New .. Zf'~al')i ,agrieul~ ~ ,is~y 
.~ ,asbe,i.n;J highly 'ela$tte(S(:c:i:)ie. 1913), ~,~ unable to 
adjust: for bi~ .~. costs by raiS~ ~ fQbpri:~.~y, ~ 
'terd. to pa$i m .. t;bta ~ .exQeSS' 'to· f~s,in '~ fOl:m. of hi~ ,p:rQOeSS.lBj' 
dW:ges. atd lowerf~teprices unl~ ··tbe· .c:a;t can ~ .. ~ ~ 
.~.effl.c.ient.ptQCeSSing. . 

'Ibfa .study tlUJ 'estimates 'CXl$t, ~ <:Il ... ~,~les, home 
gcxxJ$ .~ lalx:JtJx" iJp1ts ~. bQtn~fam cud ·ot:f-faxm. '~paper i$ 
~ a$ foll~1! 'l11e .. pgxt.~CI'l ~tbe cost exoes2lJ ·Ql.tbe ,¢Q$ 
Qf,~,:~caUyprccboed iltportables; .haoe goods 'an:!l$xm". 'lbe (s 
'.~ j,s·ext;entiadto a:tl0l1 fatinpeJ:feCt.S\lbetitlltiQ"! .~ i:nport:$ ani 
hpn:tables in the ,~Cll. A ~forthe QQ$t,ofprote¢tiQ'l based. at an 
irplt-an.:put table is· '~in Section 4. !lbe~logy 'i$tllen awlied 
toesthata the a:ISt ot protect:iooto ~. 'zea!ard .. agrl.cultw:e. 'for198l/a2, 
1983/84, 19~5/86, ~ 1987/88. Agricul'b,:za]. $ibl':lidiE;'!S ate inclUded $n ~ 
1» derlve ':t:ba·net ~ of pxotect.ia. en. agricQl:~. COst ~se$ dUe to 



b ~et iqxntable,w.hcme; ~ ~ ·axe· ~ as 
tbf). ~; of 'eaph .8ectOr·arealsOused as irp1t$ .by tbeat-~seQtol:$. 
For.'far .'eQ18 .~. !JdJstrlesa veryhighpOrtiQlQf .thf;dr d.1tplts'. are 
useQ.M .±q1ttsby' .~ . ~ :Wore ~ exported. 'l1le f;irlal 
dlst:r,il::uti.cnof tba· .Q;)$t. 'e.xo£! St:le(I Cllvertical.ly xelatecl irdustti_ is 
likely to be ~ .l:Jy .~ al'XlSUW1yot ·bath I#~gcodsam raw 
.~ ani the: ~()fCXltpflt:itiaa within .. 1;be industries. 

Ifiagr!a.iltunl,farmel:'s .a):e 1TtOSt llJce1yw bear eventually the. oost 
~. <Qt .. ~ .. ~ ~fasplocesson; pass .~ .higher .carts l:eck 
tof~ .in tbe form·ot 1~'Ui .fallrl-ga.te pd.oes. ~. fam art:puts al.'et 
turther: pma3Ssepj befODl beJ.n;J. sold in·intel:naticpl1 markets ~. tnt! 
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a~2 ~'otCOf!t.fmd' __ N¥lj:bewagpDi:M . . ." '. I. . '. .' 

iJbe '~l.o.f.lPDe. ~. 'l&l:r~'l."e$llt$Bj tralt tariffs :~~~i~h 
;1~, 'Ital- (1988). ~' .. a. 3~ '(~les, .htx>+tame.s, otdhCae 
'~l ·.~to i)erive .'~Cl~-$j~ ~. ~·(CS. 
inC ..... :.A-......io:' .. ~AY!' 'kft_ ........ _ .... )·and .... ""_· ~lli.....-J.·. ....,;" .... .1... ~~ 
--'l;tr~~,z.r-~~' "~1I\;IQ.I.~. '. '.~~., ~;I.- ~c,.LCi&~va' .,.,.,..~ 
~~ ..... ~.~. 

, (1) E(PJiVPx)' 81\ w8{J>.t/Px), 

.~ .... '. Rl,ts.·.· .~. tha .... ~ Q.f .b:Ba goods.~. is." . ·the· .~ .. ' '."~ ptioQ.... . of .. ". 
~j~.,Px '~' .. '~~ice, of · .... . . . .,v is' theCS .inci.deB::e 
~~; ard! .~. the·10lFJari.tbdc diff~~~ (~. '£K:adl.n(X)'). 
,Etplt1.at (1) can'1:!e .~ .as 

'(2)E:(pjl' ·w'E(P,rl + (~-W)E(PJ() .. 
~.t~t ... tb$ .~ in PI .. arr.l Px ~ .'cl1$ ~y to· tarlff$ ,ard 
~J4i~.: .. and ~ ~tarlff ntE$ .• ttl·ant '~~idynw to 
~l.e$¥ .• SS··'J.bls,. ECPx) :=:'tJl'~E(px) :=: ttj"·~'a..'B(Af),, 
equatiQl(2). canbe~1:tE!n as" , 

(2') d =~w .~ + (l~)Sz, 

ltt1hicil ~~ tllB.' rise in ·pr;i.oesof .'hcIQe. ~ .a .. ~ averageot Dnpott 
,~. CllUi .expc:n:t~~. . 

,It .'tb$QS ;ir~:d;~ ~ ('1) is .~ .. ~. to unity, . 'hQae ~, and 
~~_ ·are ClQ6. ~tutes. 'lbi!¢ .j.s. t.be. ~ .. 1n:;tea,. in tbe 
'wage. rat,:~t$l.y .ecp.l ·tbetarift ratee •. As ~ ~ 'pric:e 
'~'. ~1 internat1(I1al~t t:ariff's. ax. b;clrisIIitte4into, an hJ>licit 
tax' .. .:ft. ~~l •... in·tbf fomofan.~. in nauna.l ~wage. rate. A !dgb 
CS~IlP&~bat: Witatlishigh hpliQit.export.. tax. If Ql the· otber 
band, 'th.CS· irxrl,d~ '~'iscl()f3$to '~f ,~ goods' .atYl 
~4. are. t;!lc-sutstit:ute$. _wage inat:ease. 'dQa m. tariff 
~(ltis i~_.ely.nil.~.COUllb:Ystudies.~' ~ tba,t 
·tlUa tarl.:!f-iJQloedJ1upl.icit. export ·tlUC .ill ~atiVd.y 11i.9Il, theesthtat.ed 
C$ ,~Jaerlce ~r~' between·0.5~anct .O.95(CS, 1984p .. 26):. 

seYertll PQelIto s~ 'have a~ to ·~te tbe. CS in;:idence 
~". for NeW ~~'(Wong,19aa; 'Ew:m$ et al .. t 1987; Yeo, 1987). 
ta~ (1986)"'i!d ~ inc~ ~ fOX' ·HeWzeal.an:i t.Q be 0 .. 7 .. 
Yeo (1987) \lSit9 the' Ci .~ogy ~ the .~ to .~. 0.18 for 
tlle. 1978-86 perioa .~. 0.72 for ·th919Sg..17 ~. 'l'b'q(198S) ~ted 
tbe·~e.~ to.be O~79usin.119scr-87 data. 'Evans et 81 ... (1987, 
p.. a3l 'U$Ed'. 'V$CtOr'~~CJl .ard. ·the· .gener.alequUi.'bJ;!l,1ll :nmels .am 
CXI1Ql.~tl1aie the ~ parameter probably lief$ ~ 0 .. 1 ~ 0.4, 
~. CIl t:hemea_u:eof baQe gcxxlpri~ used, ani the leD:]th of :run 



~ ~~~,~Iilflq:.~ .'tlle. C$ $~& ~~f •. ~ ~1!11 
inI;!~,*,~~ ·.QtQ.38jl usillg CI?I _ .~pti~of ,hcm9, ~. 

:1t,~ ': .... :~ ttAt tl)e' (,$, .~.~1$ts :~ .~., 
~l_~,,~~,l»p:J4. ~ ... D:Jt :~c::1tlycaU$ideierl .. in.·~ 
~; •. CS(l9M,'., . ~_~ .~ .. (l9ll6) t"'~ .t. al~ . '(1988)" .'WQng 
(U88), .. 1Id·, YaQ'(1M7) aU,,"" u..t ,~., .li!¥l .. ~ ~, ~;fee.t 
~t:ut.;: I~.' ·tbII, ~ ~>f: ~ ~.111 the tari.tf~. ,I 

2.3 ,QMi~ .CCJItISJl ~~l. '. . . . , 
..... 'etal~"(l94f1):'ard: ,~,(~86)i~: 1;bat .the: .. ~of 
8Qb¢it:ut:abUiql :~ i~. ard~~Y~1Ced. ,1'fPJrt.a,bl.., 
ai4lt~,-:JOJr .~ .... Qt .. the: .• ~. ·Of..tariff.pt~ •. ·~ .~~ 
~cp a.,ae.1, fQt the' da~y ~ ~r:,t,~. ~ 
gooas '~ '*!iidl aU<*8 '. foz:' .. Dpirf~~1;.\!~ ~ .hp)rt;s .. ~ 
bpox~X.,_ll~ .tQ. t~ ,final ,Jxae .. ~. ~ .. ~1. davel.cIled 'b:f. CS 
(19M) ... ~. ~f~t~CEH:!f~~_~!c1em; '.Qatl. then •. 1)$. est:lm.;tted. 

let, ·botbt~ '~. '(PI) .fQr ctrd·u.aupply(Sz). of .. ~. dQneE¢iC2ll1y 
,~~~. b$ •. ,~~ ofthepri,ceGof batIe· gQQds,illpo$, ·CUd. 
gJ:QIS ~, :I~, 00" all relative to ~ pdQa ofhportables3. 

'Dx-b.t(Pw'ltt',PWP.t, ~t'Pz),ani 
8]; .. • Sz<PrVI>x,Bt'P;r, lI~}, 

.TaJdn:J' 1.Q9 Qitf~~ '1x(b~itbaet;fli1i.bri .... cxn:ti.tial is, 

(3,)E<P;rIPsl ."tII E(Plt'PH). +r ,f;(YIPJi)· 

~. ~)t.. "land aft;er ~ing, a:)lation(3) ~. 

(~l ECP.tl~· t/J It(PH> +(1~""') E(PH)·· 

SUbatit:uti1J1eqJatiQl(2) .in,tQ.(4l. ardCQ1S~ 'the .~wit:hc:ut 
·SliS .. '.' .... ~1ieG.'. ' .. ...(ie. :E.((.Px ).' -0 ... · ... 1,. a fcn:mal linkage IletWeentbeprioeof ~es 
arQ. ~ is <feriVec:1' _ 

(~) ,~(PZ):D f/I·(l~-W~l+r) )-lE{Q.t) .. 

Aa$twirg EUft) al1:tti the l1Cminal tariffmte, aid lErt; (1-. [1· ... "'(11+1)]:'-1 

~ thB tatitfS-t~f-~_ tral\smissim ooeffic1ent, 'tl:Isl, 

(6)£ '(PIl ·i)Il~t. 



7 

.

..... '. '.I!WI .......•.......•.. iJIpl. y~ .. ' __ ..•............ that ... ' .. '. ". il .. JIp08 .. ~.'.'" . '.:.4 ... tar ... ' .if ... · .. f .. · .. at ...... xate .. · ..... ~ .... ~ ..... ' ...... ' .• ot.t ..... ' ~lntlw,pr:ioe~·. ~e;" If Ql=.l (~es ana ax:e~ect 
J!d'stitutea), t.t.o. tt.:or1giMl·\(S ~'91_", 

$.(P')I 
s~ Btft-)- .' '.L ... , .~/.I\.·.~ )',. 

~~: :~(IW) ~ 

~. (2) 'ClIIl' ~·:altd.ttan ,as 

• w .[1- w(l+r) ]-1 E(l~) + (l-w)E(Px) '" 

~I! ~tl1&'t t;be ~. in .• PiI. and. ,PX axe (, .... ~ et'If:imlyto 'bttiffs 
aRl. ~. ani ~~<i'C<Pa:), then 

d" :lit ow 9[1 .... w(l~~)l-l 'ttl + (11)&£ 

-- ·ttl +, (1~1\8z' 

_: w·'ttI, + '(1-wl1lz" 

... ·w· :-w _[1-W(1·~)r~1 is an inci~'~ ~. l!U,lq;,Sfor 
,~ec:t. ed;8t:it:ut.i<:n J:~ jIpl.rta. ·~~es,.m ·cat.trast, to ~ 
::axe ~ve.CSi.nL;il~~Jter .(w)'tidcb is .~ .(Xl an .~ 
tbat ~ • .u.~i'J)l_ .at:Q 1~«:tsutstitutes '(also .'''. ~ 
.(2.'». 

'11leOIS.,.dxXl ·__used toest.il~te·~ticn (3lusiD} 1958-1977 .~ 
fJ:QJ. ·t!lelJeW ,zealm;d '!{el~., V\niabl_.am defined -PI, .. ~ 
p:.1.c::e,torJemfac:turing:l\1,darest1~~pric:e of. h.p'Jrts. uaa:l by lI'm'Ilfactur-
1ng; 'Pa, pt.loa: of ~"~~ U$C!d .. by !\I8I1lfacturlngl .ald Y, GIP. 

(~'): :E<P.t/PIiJ-O",'7 .~(PKIPH) ....O.2~E(y/PH)· 
(O' •. Q81)I{O.083) 

(R2..o.GG,lrW-l •. 49, .rurbers 1nparent:heses ·are· stardUd, ezxm:s .. ) 

·'11lI.~ts,donot .&tJPXt. ,the I1ypOthesis that, jnplrts. &n:1 ~lea are 
.pexfect .~~. t!etethlt ·tbe·caE*8, • • tfJ '(or the. 'coefficientcn E~)] 
wauldbe·l • 

• tQrt;be .pm:po!I8. :ofUlU;b:atim,tbe .J.a.t:tc. ·~.ofequatia'l .( 4). is 
.~ ·.since(l+f) ,isa\ll,O.02.'1be

' 
~tiQl of the l:~iQl 

~t tJ:ca. ·.,.quatial.· (3') ,is that .a 10 .pe:rcent .iP::rease in tariffs will 
~at ,ina 1 .pe:rotIIlt inc:rease intlJe pr,ioe of ~les. 



B 

We __ nee aate of Dthcn-'.wn •. '~. spec1f1caUythe~~~ 
'.a.~ ftal·.'ta:rUfaI!.to. ·t:Ml·price .. of~_. 'Q)a, way toverU\' 0lJr 
~ ,~"1:Q int~. val_ ·.tt.'altbe<::cal:d.ne4~ts of .Qtber . .a.xu.a,. Two, 
~u.natuti"pl:QYide an~ty: ·CS(1984)ardDJJa;ml _~al. 
'(lge2).($ ttAadtb2!lttbe .pri.ce. ()f .tx.t, .~'.~<l .r.ime 0.7 .~~ 
~~' .f'J:cIa- .'~' ,~ ,~. 1nt.l'»tpri.ce Of ~_, (CS 
~'~~, ...o.1),·~ 

(1) .l!f8!1- 0.1 1<1>1),. 

~ ,.(it al.(l9.I2), usitYJ tt." ,awa:JKXJe·1, .tan\ tbattQI;'pricaotba_ 
,gocdIS: ~ ria· 0.' .~ X$lltir9 ,~ .. ~ ,(I1fI '~ ,~ J,n, 'tli. 
~#l't_tar: 

(8); B(pal .. 0.5 '1fi:M).S 

JmI(1) ~;l1f(8) 1"l*~vuei~' the· :p:ioa of '~l_ .cila to a "~' 
p~ ~,in· t.be. tarUfJ:ab:i~ ,1;1 O.71"ar 

(~)B,{PZ) '~·O. 71 E(~ • 

~y,atar.f.ff ~,of 10.~. ,will, ~uc;e, a 7.1,~ 
:!n,;:~ jn tbapriQeCtf,iJlpattabl.a. . 'Ibis intmn. aa-reapc:l'dsto a$ 
!r~~. ~ ~ tts ~.i.oa' 'Qfl~ .goocII .•. ~. '~. wega .rattl.'Dul, the 
~~ ,~(a1JP1l.~!lt~ ~.x.titutian, ~ ~ ani 
~ .. (w·)is· C).5, .t1fdle ti~tllSSl'lfdlJ1 pert«:t sti:&t1tutJ.d'l(W, tlle cs 
~~~) • .t.O.7. -

OJr~D$Ulta~e~t.i))l.w1tbtba1nf~ .~ 
<::AIb.i.n.ilq .'blo, ,.~~1e$ .in.' that itbetar1tf~ce-ot-hp:Jrtablal, 
.,is ~t4!dtobe .~. O.7(~t.he ,seca:d tem in ~t.ic:rt(4) is 
:xtiatively-.u, ,.4 can be ~) •. ,8Qth ,~, ~ $'d'. tba.W~ 
'r:etW.t.i:ng ,by cm.l>inirrJ the: "~ ~,$bJCli_ ,Dixa1et ,al •.. (198~). ,·mx\CS 
(19$4) :~ that alO.~ .~in tariff :rates isl~y to 1_ 
tea, 7 ~, .~ ~p:ice, of iDp»:'tables. 

2.5§!J'I'a 
~ <~ ~'. th~tWiffs ~~ .d.itf~ .. Floe ,hpact en 
lrpJts. ~'a.1:e: . ,(1) .d1l:'ect ·casts on. ' .•... , ',,(2) quasi-dit'eet '.<X&ts, a\ 
,.iJrpottabl.,(3) .~. ,oost.sal ~ .goc:df$ .. an:t.(4) i~CXIl!!It:$Ql wege 
~l" ·'lb$.-.Jli:b.de \ot ,iIpact ,~. on ·tba.albst:.1tutabUity ·bebleerl 
~ . .u. ot.bar irpl.ta. '~, .bplt oost.sfQr bi.ltllp.t'Q(luct!Cl'lW 
P:OC8\ISJm.llre .likalyto ;i3plilJG on f~. 

n.. 'traditiCftll. ($ .. 'IQCJel .. tdUcb a.arss, tbat DpQrts arxl~. 
axe'. 'perf-=teub$titutQs'btiS been ~ded toallowf~inpn'fElCtsubfJtitu­
tiCln.7.'be·ec:c:n:aet:ric ~Y'>is .~ that a 10 perc:ent. ~ in tariff 

.5.tbey ~~twage, rate ~. ~2.12 .petPeJlt .. as a zesu1t of ·a 
4.2 ,per¢el1t .~ 1n theprioa .Qf.iJlp:l.-cl::a due to a tariff i.ncrease (pp. 
294-.293). 



.!J. 

nte$ '1IICU1d ;t.NJ.d. '1»: a 1·.~ ~ irl1:bept'iQe.of ~ ••. ~ 
~ .·'telie~ an· .~ ·NlsbJdi-. f~ rel~tt~ '~. 'tbe ~'ot 
~~" ~'l_: ... ~ .. ~ .. ~.t'At.. 'l1PJ, ·tbaOl' .~. ~ Ja 
~ to' bI·D.,. ~. ·a. :10 .~. ~, .~ tbe· .:prloI Qt~ ... *-.·tdU. ·~ .. to ~7ptXQIIlt,~ in't:be· .~. Qf'~' ~ ~ 
~. :~ .. ~y, a 10' ~' . .h~ In.tanff 13~ lead to~. '4.9 
~l.t ~ in tb4l'prica Qt.~~· ard~. ~" 

3.0"'~' of'·~ qt'~al 
~. ~CI't ~cp a.~ .for.~ ..... QQSt, of ,~ .... ~ 

~~lt .data. anu. ~·a.tf'fmJ· ~. the m,ea~t· ~fer .. ~, 
deWl~:b:tC$(l984) intb*~ CS ~. gj1y ~ ~c:r\ .. ~ 
~~'~tQGP? '.' 

Qle;lbd~t:i.c;:Jn·Of ·tl1ecs ~f~ matt"ix is·~t ,it daQes not.al.l<Mfor 
~m ~. '~'1ebane 9QCX19 ... ~. ard .~~. 'lb, ~,tbe· 
·~·ot.~(t:rah$fQr at:riJt) •. ($ ~ •. ~ .~o 
$UOb.that ·the~: .Qt "~" ~ ,);~ ~ .aft;Elr .. ~~the 
~Ci1l .tarlffll q\ .. ~e$ ~ ~ at ~. As tbe· CS 
~ .laC. a '~ .~ ani tllf).pri.oe, Of .. ~ .gocXIs. '.sectQr js. '~Ma 
~, .tb$ .llc;Ia8' .gccX1s' ~. .1$ .t.bJs.$limi:nr.ltEd .~. tbe .~fer 
_~ •. 18 a l:$Jl.t tb$ ~ .xJel .~lXles any 1;:.r:an$t~ .~ ~. gco4 
.ae,c;:tor w.~. 

~ . (1986) ... ~ •.. tb:at. the .te1~ . (Q\Cep'~·shalld .. ~. 'the. 
~. in. net,. ~ .0', , .~ arisih'J. ~ tb$. tar!ffs ~:nl '~. it genetal. 
e;fJillJgita. type. lIQC1el(~.ClWn) .~d te ~' ideal vd', :dl.t~ .~ 
aucIl .. ,a <lOOQI;!pt •. ln t~f ~. ~1Qt,1$ly ~ ($.mcx1el \t~~2).·Qi!n.:bIa 
used to~op. Cl.JI.'Iea$\ll:e fQrtbe·eftec:b!& of t.l'atlepol. ~~;ie$ en the ·net 
~. of ll1div~~. . 

,~.irplt-QUtp.lt ~~dbe \lSEd. tQ. ~tbe ··c:art.s.Qf 
~ictl to faJ.'lm'$by~tlng tbeCS' incider¥::e parani¢er(w) .ard 
tbet.ariff~~"'~l •.. ~. (a). We callt.lds ~ "1:l:'ue 
etf~Vl! ~()f~", T£BA7. 'ltli,$. ~$UX'8 ditf~ :fJ.'aa '.many 
~ c;:alculatiCClS ofe(fect.1ve rate of aSI:dst:anal ~dl 0CI'l$idel:: Q\l.y 
~ .~ tariff. ·.ard subai.dYeffect am ignore·tbe .imirect effect a1 tb$ 
prlQt.t of ~ gcQds (eg. ·S'¥lf.lFC·1988)" 

3.1Agt~··~ 
we' ~ 'tbe··(S· 3~ mc;Xielby~ .h~(M) tran 
~~y pnxlucecl .~. Ct1~ goods. (l) ani' t.hls ~~ 
:lIIOdtU.is. ·CJivan· l.!l; 

~. ~ l:lea mneradl:ein older to assess real t.;ransfex:s. 

7'JlU.$ ~a. nai1irkU ~, although a ,xneasureofb:ue "realtl effective 
:Of~,·~ ~·J:ledevel~by~int.J a pP:t~dt~fl&':'X', Eq. '<J.1Pd!flata:. 
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~ ~. am am 0 ,~ h 
Xx am an -.nt' .. {) xl dX +, 
¥a ~: OUt ~' ,0 .Xft ds 
It ~ i\tt '~ '0 

l 

II ,. <'H 

~'~l if? .. gp;$.procld.; a1 .. iI$ ·f~. ~for 1; .... $la.i,.jis ~ .~ 
,of tbel.tho~ty~.·b>.·~ 'Qle~t Qf the .j1;ft;(O!"~ty. 
'lbe .~. ,h.plt~ ,~. can .teX'eWtitten bt _trix'llatatiCll AS 

x ;:c AX + ,I), .ot 

(J:-A»)( -0" 

•. ~ ~on .~toi~t.:J.sfy' thefjnal~%l can' .be·easUy 
aetivea~_ 

x ;:::(~~A}-lo .. 

it1e.~$Q.1'o(l ."tt.1le effECtive.:~of'a$$~" 'UJ' ~Y 'ti1e;r.!ltio.pf 
'tb;\·(litf~ ~ ~,atea ,and unassisteQ ~tiJ9:~us ~ve .tQ 
.~. ~~tit¥JattplQ!4" ~tbq ~l" i$dfarlV$i ,by ~-, 
jIg' int~i~te~, . .ilIp:a.tsard, wage' .tD:D tile value of .gross. 
~I • 

"'j' ... W'j 
~.* .. " ...... ' 

I'j 

:~s=J;k==,:: =~~~'~.,tbe jth 

"j ~"Xj, "'1:1 a1,))(1- at,jLj, aJ'd 
11 

--j" ~ (l+t'j)Xj.. - Ei (1+r11~jXi'- (1+rU8 Ljl1' ~ 

~ditf~~ b::!tween assisted anCl unassisted~tirg surplus Qf the jtb 
~isgiVfiltt by, 

~j' .... Wj-rjlCj - Ei r !8ijXj- ~LjLj, 

~.' .. e ....... az... d,.i$ tM ... '. .l.abour. 0Qa. t·f. iCient. . in the jt:h. Wust:ry, .. Lj .is. total l.abow:'. 
Eq)lQYEd' .by the' jth ~, ard rj is a. t:rade effect ~ t.ak.inJ 



, .' 
• <-', 

u 
" 

.dUt~~J; ~ral_\(br: '4iffexentsector.s.8 .~ t;O;t~ GOP's '~9iven 
-,~\, "~, 

GIP~' .~I'j. +aL:)x,l' 'f1l'd 

GtI»' • '~ .• j" + ,(~~+q)~)l1"I~velY~'~ 
,1St tM·. ~bt$ ~\.t~.tarltt '~~tA! .. (It "~; .. SS,.tJ)e~ 

~' tat6 fc.1r expc»:t,ables;,~ ·the efleet".'Qfta:d.ft em t.b$ .prtce,Of 
~)call¥ p:odur::ed 'i~f ··"4' .(JtE(Pa)jthecoeftidentt~ 
effect. of ,~, ':PP1!qr G) ~ptit+e Of. ·tbe .~ .. ~ ~ tlle ~ nt:eG. 
ftal\tbe p:evi(,g; :~tCl,'. W;;' ~~~. (11)1JE-

\ .. ~. ' , 

'~ft.Ql hf:mts 
,~fa.lffects ,en·~l. 

Eff~at ,~ CjQods, 

Effects' CIl ~. rate 

~~~ 

dttflmX£ 
Cl·ClJ~..-xE 

Q'a.mlt: 

t"tA.txXI 

CJ¥n~ 

,Q'HaJnX% 

d'att~ 

~ 

a¥l1fXH 
(l'8JIf'XiI 

a.'~mlH 

---~~~~~~~~~~~----~-~.--~~~--~----~-~ii;, 'ftal proteetic:Il 
'am sUbSidy 

1tffi1&itet, . ,hpa.ct. of pn1t.ec:tiCQ to 'a;,$eC.t'~ h~ the dift~~benefit 
frail '~atanl'sd::lSidy ·'ard ·tbe .$lD ;:,fall i:tenisecl ~exoasses. 

'ltWI tablewUl ~. useQ, ,:in~irlcalcalQ.llat1a1.of the oastof prot:ectiCll 
in ltbe .next.sectiat-

8lncalcul.ati.,rq .~.~ it is aSSUI!e& that ~ ';'«j and Lj'=Lj,foraU 
j's. nrl.$'assmpt!cn limits the 'lDAas asbort-tern.\ measure as cpmtity is 
fiX$l. 

9A ,GOP aen~tor ·can:i:hus be Cleva-toped ani used to derive a measure for 
~ ~,ettf,)Ctive xateof assistarx:e. 



JI, 

.~O OJIp.Jt1ngtbe; Q)St of ~ 
''lhts.ecti<ll ,;~ ·the·. ,casto! ;~<;:Wltp:elgaV$2,1983/84, 

1.98$/a~ ·am·1987/89,. .~ tartff ::ta_an:t the ~~.i<:.u\tural 
fSUbsicl.¥',xates •. ~ CQB!dex'8clftnt~ " 

4.1".1;Ari#ratM " ' 
·As .·abrJWnAal. tbe, tqJ 'mrMB' ofTable 6, .. - WljOJ:~tn .. in, nardnal 

tariff ,~ .. ·card.eClctlt .. ~. 1987/S8~ '~ reQJctiQi iIIlike1yas. 
" 1:betarttf ~~. ptC<JX~_beert±lpl~. ~raqs~: tile 
~'. of cilt¥ ~t.es. ; .... ~ .. ptaIiA x-ates. ~, tbis fig\n'eiS l.ilqal.¥ 
1;0 ~tba: .actual~Q1I' ,sime ,·t.ba·l~~Mb!df not 
~'. bid, ·was·. "used. to. '~W U.,li~.ir9 .~ ~teQQ~. 'ltds 
~t(aent.bc$ bQoraa'lesa' ser.ioUsas ·hp>tt,l~ p:li~.JQf ally 
~for'~ .~ .. ~.of ·tIle··~ $Ub$idyequiva1~~to ~ 
~(SYNI.'f.P·1988,p\;" 32). 

4.~, lQr.1qu11:uta1§UbstdJ.es 
',<n=.j1.1$t1fiCa~CI1f~ ~~Wiesto t~ js fto~te 

tbem ,:for .lligller ~ ~. ~by .protecti<;o.p:t1IideQ to Ja1'Jlf~ 
tndtl$tri~. OIlly .S4P' ~. ·tba~il~at~'~Jn !'Yijl~ boards 
are Q¥)Sideted asprl<:l!~' toag:t".1~t:ur:-~ :in ~l$ 4 •. ,,' 

'J.beretPJrical· estimates~ow .present:thedirect,~.i~ard 
irdiJ;ect ~. Qf tariff$ard price. ed:'tsidi. for1981/a2,., 19l~3/84, 1985/8~, 
and 1987/88 yeat'$.Sinoa ~ .. ,t:Q:s!Qies'·arei:issumed tQ Mvfa 1» ,$ffeets ·Cft 
tbep:ice Qf. ,~es pU4.bY ~ ~ ~,~iC8 !a no direct 
~ qua$:l.-cti.n!ct .QO$t, of S\1bS1d.ies. 

~e 4,~ Prl.ce SlgX)1t to ogriC:Ul:t;.m:e 

($ JUUlicrs) 

1981/821 244 49 293 5230 

19a~/84~ 34.6 891 1032 6232 20% 

1985/863 65 351 416 6900 7% 

19$1/884 0 0 0 1511 

lPA,s ·the (S lDQde!crUY (XJSiden;d. the effects, of tariffs aJ;Xi prica 
suppCJlt cnthe .~ "gc;xx1s, 'sector~· 'hc;w irp.tt subsidie~ affect 'the bane. goc;d$ 
sector(~~) ~. Ul'llQxJwn. ,IJPlt subsidies .were not used· 'toderi~ 
·tbe·nati:nal ~idy?a.te. ~,they\liOUld. be CX1lside:t:edas having ~ 
.(1). ·net~(EJee 'DIble '7) • 



I' 

4<t' QJt.I·CJttI.~YQll. 
iAtl~~ t&~~' .·was.df~oped'with ·tbe' ~le':~ 
~. ,intO. ;~CUltutel .P:~~1JJ1 .8rd otber'~l.tQ, 1!~tate 
Qal~titq ,bOth~fal1ll~: .. Oft-~~, cost., Of" .~~ ,in ,avertidally , 
~ted .. '~ 1$, .aev.ltp!Cl •. !If •. ~/of ,Statistics' ,25-sectQr 
i~~ . tabl. ,was .'. &J3l.tect/ into'. ,5sectoxs- '.Il'M;;l ,~~~ ,.ar'd 
,~rg' ~' .~u· giver; •• ~ ~1_ iJx1l1Xlef~, ',ani 

, lud:;ing"fqrestt'y ~ 10CJ9in9'f,1p.!, ~',aId,~. ~bl. 
inQllQa ,aU~~' ~~ except,~ (~6--.13). 
'1be '~. ~ ~ted ~'hqpe' ~I ;(~es 1,4-25) 'e, 

«Jl1e' '~Qf ~., :1rp.lt~table$ ~' cwa,il~ef~ 
19$1/82 apl.1983/84 years. '~ 'Pplt-<JUtplt table'. tor 1983/84 fa, used, fen: 
1983/84, 1985/66.aId 1987/88 ~ts. 1!"a~l ,tariff ~'.to ~~ 
in 'l$83/$4is assmdtobe the $alDe' as; 1981/82. 'l11e;~(~ iri 
peJoen~ texm) 1lSed. "~. pzeserjt.e4 in Table ,. ' 

Table5t .~ ~;eQ 'lJ\ ct;Itp.lth1:J c:ost:Qf ;~~ 

1981/821983/84 '~~85/a«ili$7/88 

(percerIt.) 
20 J 
20,19 
10 70 
7S 7S 
1413 

15.5* loa 

o 
'~4 
70 
75 
10 

7 

On ~natia:J.al ;Level, it .hi intet:estinq to note tbatthetrue 
'effeQtive ~ of ii\lSSl$f~ ito ~~iD.Jbas "in, ,fact ~ 'trau, ,lot 
ln1983/84. to19'!nlS/87/SS, despi~ that tbeJX.mi.nal tariff rate had been 
~ .. ~f~.2ot to· 14t;.(IrpJt-t'lltpUt tabl~,fQ'1:tbe$elected yeat"$ ard.the 
'~,effectiverate t:1f' .a$S~' ,are avaUable 'D:an,the ,authorS.) 'Ibis 
,~ ~, the ~~ in ~ ~ due to ·the price of bt:Ine ·CJOOds 



Table 6; ,·costto ~~tQ11~C)f ~ pblic:::iers1 

--,····-.. ·····--··-··-·~·····--···~---~'_~~8i782~_· .. -. ~'-.-. ~~19S31o;· 1985/86' 1987/8$ 

NQrI1;.l 'prot$:tial xate (%J 20 2Q 
NcDi.nal~idy nte(t> 6 20 

-·,-···· .. 14· 
19 ~-'-'-_= __ ~_ _>,_~= 7 ' 

itemised· .o:Bt.exqe@ses 
.D.il:ect: . tariffs ($ ·.l 
QuaSi~: ~les($ l'A) 
~: bQne -goods ($m) 
1M.b:ect: 'wage ($ ,.) 

Total 'cost ex.ces$es ($ m) 

~prloesupport ($m) 

lJplt.sy):§igi. 
Int.exest ~iQlS .($ln) 
fertili$ersubsidy ($11\) 

Total ,.cutp.tt and irplt .~($) 

~ benefit" ($ 1ll) 

TrUe eff.r4teof 8$$Istance2 "') 
Total .Jl$t en- ·and otf-faxm ~it ($ m) 

TrUe eff. rate of ass~3(,} 

cnf~Qff-fa.nl cnfana oft .... faI'1'1 

34 S3 
90 43 
.86(11) 99 (12) 
48( 6) 1.1~(15) 

259(17)311(21, 

296 0 

131 '0 
48 0 

475 -0 

60' 
101 
134(43) 
69 (2Z) 

364(6$) 

1038 

160 
41 

1239 

60 
51 

131(44) 
157(51' 

405(95) 

o 

o 
o 

o 

mfaJ:1l (;ft'-.tm\ cnt .. oft-.f~ 

58 
94' 

101(16) 
5$( 8) 

314(~4) 

4~ 

243 
13 

664 

58 44 44 
48 75 38· 

109(16) 65(0) ~1«()} 
'~6(~9) 34,(O} 11(0,) 

341(35)218(O) 226{O) 

o· 0 0 

cf' 110 0 
\l 0 0 

0 110 (t 

217 -3U 875 -4Q5 ;:~""350' -341 -48 -226. 

12 ~:~3 6l -33 

'-94 410-

-s 25 

18 

9 

0.4 

-29 -~ -~2 

·-a1" 
-n 

~.in parent~ :are .tbp 0QSt u.oeee.on 'h<Da. gc:03&ar ·wageilttribJ.tabl. to ~1quJ.tuJ::at ~ :~.," 
2caleulatedas rot benefit divided b'/ the'eot:~~ •. ~ ~"'40 . '. c'. . .' ." • 

3C8lc:ulataias tlle''',of net cn-fataand Off-f~, ~ita.41vldedby(CI1-.~8UIpl\$+,;~ ~,on 
the ~Ugaect:Qr)1 le. ,~tlliltf~ .~ ~.~atd, off-fa.:~ts of -protectiQ'l •. -~ 
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atd.~".~te fbll~ .t:hEl. •. ~ Of ~...a1ltutalsu1:.vUes.~ than 
9ffSet tbrol,,~ ;:b\ ~wi<rt level. ~,.result .~. 1:ba.t .. t.llj 
.epeea .. atd.~iWQf .~l.~~t1on .blI$ •.. hQt .. '~ ,neutral-fm:' .­
~~.~~~\~ .. i~~.~lle6.~ .. tb$ ~;o.nd 
.~it w,~ltw:eOf ",.fietlOliCi ••. All;!~S$d .QOGt ......... ~ 
a!Uc::u:IAt«IllfldD;J. ~j'~ in !rObl. ~'. ~.tolJ.CIWilT;r ~. ~. the 
.j¢~ta<t, 

•• 4 :adpr J.1r61l1;a .. fgr'agriq4tum 
(1) 'lbe .• ~ .~a,s .Q\agrlQ.iltuntraeulting trca. '~f 'prot:ectial, 
(Qal"Jl.atIld 1aV .~ OO!¢ ~ ... dUe. to 'prlQi. )~tO ~­
tm:e ~\1:ota1.:Q:$t~efJ" •. Jn Tabl.6), .baVe··~·,~· ·~·11. ~ 
QOst. '~. ai'Y;lded: ~ .. fQta1~tlD:5 'Q\ .~. con bEl· ~ M. q 
Ut?Uc!t :1rpJt ~ ..• ~ .fJ:QlI .. ~protect:lQn. ,lh 19811~, abc¢. 7 
PEl;'Cfl!Jlt, Qf tct~ <J'l-~ :.lq;Ut .. ~~can J)e ~" i\$ ,hp,.t.1;:aX. 
~~.b :$~ toJitdl~.·,S. f~ $.iD;I. ~ta. CCIIPlete ~.pf .~GIl 
WWld Qnly .~. 1~ .. ~ '~;' ;~ .bY .~.S ~.(19$6, :p. 5). 
B:1AeYer'. tbis .. Sox: 7 .~ ~ ~.':r:epx.-~ltsa ~ .lWjler.~. 
of'tot;al .. ~~ ~us. .rux~, ·lben. ·the' .off~fal'It .~ :is 
~, ·tbe tQbUCQSt:, '~' .. is. ··aboUt 16 .~of (l)-f~ iq:t.lt ~, 
a ~. s!gnifJ:~ .. ~ a1~. 1bi,s·taxfel1 down to· .l.2,~Jt 'in 
3.981/88 :follQW:i.tv ·~tedald4.at,in ~ Qriff ~. 

Tab,le 1;. .~ ~·on ,agri.c::ult~.lt";l at ;bcpc:n:t~qn 

1981/8,2, 
err ,Off­

£"lm 

19(13/84 
a't"" off .. 

fam 

..a41284 299 310 

iJpliQit, jrplt ~. <%) 7 9 

ibbtll1ipJ"icit ~. ·rax(t) 16 

8 8 

16 

,1985/86 1987/aS 
Cll'l- Off.. en- .off­

f«r:l\fallil 

'290 ~06 ~18 226 

7 8: 6 6 

15 12 





11' 

!i.O~ 
'l!Us' Btutl'f' - ~" '~"of t:lle' ,~tQ", dUd! the .~. ,Qf 
~ .lJ$t\ld. .~ ,agriQ1).bp' ~ l.'a\sea. ,Pi tbeprotf.:lctim to ~~ 
ir~ .bl., tbafora 'Qftarifftf $'d .~ li~. 

r.r.ri.ft .~. ~·direc.tlycn ~ 'priQe', ,qf ~,~", 
~y ,m, '~p;ic:e ,ot.~y ,p:'CdIlOed ~.~ gooas 
(~_)" .ani· '~y c;,n. tba.price&of 'bQae' gocde cud ~ ... ~ 
magtdt:uc1fl of .'Dpct .~' 'Ql ·tIle S\iJst1tutab.ility~: hports, 
~-, .. baIe.9QOds, and' l~. ,'ltrls. st1»y ,.~' 'the, 'Cl~-$jaastad 
~1(l.984) .. 1'.{ .aUcM.rq "f(:Jr hferfect S\iJst1tut:1C1l ~' ~; .. am 
~es .. It. W8$', fQlldtru.lt , 0.,10 ,.~. ~ J,n. tarl.ff~:lQ) 
~d In:b;e • 11 ,~~, in tl\$ 'prl.Qe. of .i:np)rtables,~ 'than. 
~ identical 10 ,percent. as C!~', bY' ,simUa:t' stud1.'~. (11. ·the 
C1~M.$tad ~ .. 

A '~', at ,t:r:u.eeff~vara~ ,Of ,.~ "tJa$,~, ~c:ped 
\1$inl. anilpJ.t~ table:~~~t 1ncalQ.'1l~t:1d$'~, 
'grl)SS p:tdi:tiQ'lQt ,~, '~'_ ~.~ ~ thenmJVal of 
tariffs. 'l1Usassimpticn ccnst.l:aineCl the, '~tQ .~ a ~~tel'lI ,etteqt: 
of tariffs. 

1tgrio1l~ ·lltiIlsiates, ~,1nclU1ed tot1erlVQ 'the. ,net eff~of tariff 
~, ~ sut~d.cUe!J inEWitably .i~, ca¢ ,excessQl .b:mt:t,',~ ~ 
~ ,ap1~ bt au ~lstrl.es •. BQtll th$. oo-fCiUll\. ,mtl ,off-fm.-. ~~ 
:tnJ) CQ\¢S" .at .i:Ip:xt ~~ ~._imatec1. ~: oft-fcu:. (X)Qts.ot: 
,~ _. ".uikelytd be· .passe4 to f~ ~sjnoe 'daaaDifQr 
New' .. ,Zealard*JJ:iQ.1ltt;J.nal ,Pt'OdUCtS iStypiCl1l1yel~., ~YJ 
pr.~ 'will tend to pass., tbeir~, QC;St to farme:r:s'~ l~ 
~tep!'ic:esf QJ)lesspx1XWmillJ etficlency ~. ~ hprovai. ~, at'e 
tin, ,eventual, ~'of ~off-fcu:m QCE;tofp:r:otectiQ'l. 

'~, mjorfi:rdirt.J$ of .tl\U1 ~ are: 

(1) .'ltie zecent.ccmplete ~, of qicultural subsicU.e$ ~edby 
~,'~ ,reductiQ'l ,in. tariff~~/has in::reasea the i:x'U9D4te of 
,aB$~ to~ac;tur.ilq 'fr:Qa. 10 percent in1.983/$4 tQ 19 percent. in 
;,l9$7/88. .'l1le ·sb:dy·fOlllKi tbatthe ~inc:cst excess to lIarIlfacturirq 
dtle, 'tQ' 'tlla .cazplete ~ of agr!<::tUtural. subsidies ,was' ~than 
~;f.rq. t.h$'reductiCllin ~iff, 8$3i$tance. 'lhis irxUcate4t:be. cur.rent 
,speed and. :~ ,:oftrade libera1~ti(n has' br:enfar frau being 
neutral. It has t.en:1ed tQ. tavoor ....u:~atthe expense of agricul­
b,1re, 



IS 

(3)' ~.~ 'ccst Qf ~an ,18' sigrd.ti~. ~. '~Am, ~ 
~,.~':baIIe.~ .. ·,~'~.~ .A'r»¥ ~"._~~~'~,.~ Qt. ~' 
ana~_/-.u. tb& ,~ ocet js~~ tnan·~~, "Ct QQ$t;. tor tbe 
~~.:tft'l' .4-t.~" . " 
~~-!",2~~~Z· . 

'(4) ,"'lbe.~tt""f~. alSt,of ~~ ,is~tEic ,~", Ql-t~ 'CQ1t ,Of 
,~~ .(~ 7 ~, W 8~tt c!' ,t<>t:al ~f~ .frPlt, ~); 
,~t!'et, ti;)_ees ;~Qt' ~cn ,tQf~, cna~dnot, 
"~ tJ)8'fara :l~alqJa •. 

(5),' .~' ~idi .•. ~'to ~ ha4:.~~,to.be l~ ,~',tM, 
tRtal·~~ arrl: off~~ ,~. C)f ~Q'l,W1th the ~<*l:of 
:U83/84 the .~. ~ '~('l1le. ~.l:)enefitln 1ge5t86. W&l .~). 
J9ric;:ul.t1Jm .wa,a anetbenetic,f.atyQf ~', trade PQlicy ,~cxaly 198:3/84~ 
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