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gift .MD. AAlRALIHQft€AlNtP MIRYeaomm~, IBADi+ 
Q~·R.Grift'ith,R'. G. J.,-att1flO rc, andJ.C. 'RQbertsQn* 

&mIN 

In June '1988.thq, Australian ,and :New ,Z."l~.ndGovernmtnt$ ruI,gOtiat$d changes to 
'theiMpl_nt'tton,f)ft~ Clq.lrECQOOf!lic Relations; (CER) ,flsr"nt. F,rom.JUly 1 
1990; (fairy p,roducttr$l$ acrOS$ th$; ia_nwil1.be "fro 'and fair'- in a single 
int.grated:trans~Ta~markQt.Theobject1~e .1nth1$p~per is toukesOMe 
pr.11mtn~ry 8$sessment$ofthe,11kely incent1v'Jfortrans-Tasmantrade in dairy 
,prQduc;tsanc$the likelyimp$ct$on the Austral'anindu$1;ryof such a trade. 

While,previou$'WQtk h~$dQfineda:n~r of "actorswhichwi11 influencetbe 
'extent Qf aai ryproducttrade, under t.he neWprpv1 8ion$ fer dairyproductm, 
several.jar (.;i'lange$1ncond1t1ons m:ay limit the .relevenceoftho~~e previou$ 
conclusions". Therefore. themajar. 'factors. which ,will provide incentives or 
di$.incenthl$s fof'"' 'H$W' Zea14ndexPPrts to Austral 14: are reviewed. lh$se 1nc;.1ud$ 
tM,dairy1ndustryoutlQQk1neach ,~ountry.·, thfltaeneral .. eCQnPnticQutlookwith 
particul~r_h8$1s on, ~ex.cha"9Qratee, tbe; :exportcapacity of New ZEUl,'and, thf:) 
dairy 1 ndustry support . arrangements. in$!cn . icountryandthe .·effect of such 
erran~nt$Qn the r&lationshipbet""o Austra.l iaft' and iMPQrt. prices" 

InthesecoM :halfof t" ~~p$rt1n QConQl'n6tr1c ,~1 ,of thQAustral1AO dairy 
·product$.rk",t 1$, l_~d :~.Q '~f'~ul~te. ,the impacts on the Australian lndiJstry of 
firstlv,va.riat.1onsttl' 4~ -'3f the major fac:tors. 'which are tboushtto provide 
1t1cEmtivE*s f:QrtradG~ .. ~nd .$6r:Pl1dly~ th$coanencem.ntof $h1pments of.da.iry 
prodUcts. frOft\Ne~ Zea'~~nd '::"t~1990'91on\tla~ds. 

Theresultsbasfca;lly confirm our ~prior .not1ons'Qfwh1ch factors ehhanCQ the 
'poteottal profitabilityoftrl1ns-Tas.an:dairy produet. trade. An inores$ein 
world, \pr1cesfQrda1ryprQduct$,.,n' 8ppr~ciat"on .. of th$· ,$NZrelative toth$$A. 
and an increase: 1n~ssistanc& throughh1gher.rketsuPPQrtp_YJ"8nts.a.ll benefit 
the J:4$tral1an industry and in9flnel"al;p.lp in protec;ting t~dome$t1c' industry 
,trun; 1aaport~t1t1on. lfMcf.omeJt1c industry .~,sworseoff$nd tht inccsntiv~s 
IfQrimportsfrOM. New ZElalandare strength$ned by dQCrellSin9 world priC8$, a 
depntc,iating$NZ anddeclin1nS'domestic price. support. 

:NewZe~l and 1 JnPQrts areprojflct$d to haVe~s.ome .• aj()r:h"P8ct$ ··Qn.the·Atlstra 11 an 
dai.ryprQduct,market ... Thf)r$,,-resubstantialpr1ce f~11swh1ch flow onto thQ f~rm 
level"slJbstant1al ;shiftsin them.ixof product$ .• anuf~ctutQd anct,.xported,.and 
!s19"1fi~antreductions 1nthegtoss valU$of 1\111kptoduct1onandexports'. 

+lnv1teclpaperpreparedforpreseotat ion cat. the33rdAnnu_1Conferenc8ofthe 
AU$tra11an Agricultural Econontie$ Soci$ty, lincolnC011ege, FebrLJary' 1 .... 9. 1989., 

'*The~uthQrst1rere$pectivelYSenior ReseatchSoi$ntist,oivisiQn QfRuraland 
~Resource Econom1cs,."SWAgriculture& .Fisheries;. :Ree-clerin Agricultural 
'e~anomic$ ,.DepartmentofAgr1cul tura.1Econocni cs and Marketing, 1,,; nco 1 nCol lege; 
~nd 'PO$t9r~duate$tudentl!Departmentof Asri culture. 1 Econom1 C$, Vi r91 nia 
Polytechnic Institut$ and stataUnivetsity" The initialrssearch onWh1ch this 
paper 1$ based wasc~ncedwhenall.threeauthorswr$ 'with the Agribusiness 
and.ecQnom1csResearch Unit, Lincoln college,. Financial support was .providedby 
USDA(CoqperativeA9r~nt5a-3J22~5.-00202) 8tld'the NZOeparu.ntof Trade~nd 
lndu$try:. 
ThtcontributiQrtof An~tte Small. to this Paper i$sratefully .acknowledsed• 



";0 ~101 
,tnJuna1988 . the Austra liJn.etnd .N$W' .. ~$alandGov.r .. t.t$n,goti.ted. th~m98s to 
·t~ 1JlPl...ntat,fon oftba C.lo$erEe~1cR,lat1on$: CCER) 'ilgrlMant between the 
~\ilQ.'C:QUnt.r~es •.. Asia 11. ~$tru.t o"erridi"sch~$ire()ffHJth9QvernMnts ·to sP"d,up 
tbt 1n1l1.-nt.ation ofthaprov1s1oos Qfthe ,Cata9reatlent, thereWI$ pressure 
fQ;r' 1ncrt,sed libtralf~atl()~Qf dairy product trade. In the, initial ,agreMent it 
wa., stated, that qUlntintive 1l'POrt restrictions. ;and tar1·ffqt:Otas ODallgoQds 

i }wtreto:bf,t e11.inatedby '30 ,June 1995", and'~t wu .· .. stattd obj.ct1.v. of the .1988 
(U$CUSS1on~ito bring this forward' ~'. 1992. Trade. indei ry,produets.underCER 
Will :be. '$ub3eottothe'Gx1st1ngHemorand ... ofvndarstanding (MOU}until . Jl.tly 1 
1990'. Th1$oxis'ting asr~ntproh1bit$ irmxnts'tlf dairy products f,tQM NtMlI 

,Zealand.;ex<:er;t. forcheel$' .w~re the_CceS$ level increas •• t~ith .grPWthfntbe 
;Au$tral1'Jn.ar.,k$t. :From July1,1990 da.1ryprC)ducttrt\dGacrQ$sthe·TaUtan ·wi11 
):be cov~red l,yanexchanee of letter$,bet",.n 'tt.rftlevent 'Ministors in.tht, fom 
'f)f trfl\$tycttJe"nts. Tta~ \iI'tllbG-fr.,tand f,dr-'1n ,a $in$1.1nt$gta1;.,trana""" 
Ta.an ',.ork~t. A nQtab1e~nentaf thetr~ulty;w111: bctthattrad4tfnlll,'" 
Ztaland: 'will be .Qn anind1vidual 'f1na,basi$fatber. than. by the Nett· Z •.• landD4try 
ao.rd. 
'Tbfl :qUlst1onari$es,of the liktly i_ct$ tt..nwprQ",i$1<m$forthllrY 
pr()ductlin 'theCERa~r .. nt)f111M"$on, da,1ryproducttr$:le anCIent .. 
Au~tralian&ndNew zealand dairyindU$tri,s.OUf object1veinthl • .,.~r is. to 
.-ko $oalpreli,inary 'usesSMents of the 1ike'lyfllcenti"'$: 'fot-trans-Ta*" 
trf;de; in da1ryprodu~t$. andt~ likely ifIPAct$ :Qn' the ,AustraJian. 1.t1d""$tr,y.pf 
luch .·trade,. 

2. ~_ 

rile relevant, 'issUG' 'in :asssBsin,; the i.-p~et pf tr~na~To$Nntrad8, libar.li.at1on 
in da,iry ,prodQcts~re .ddrEts$ec:! "n. dlt411. by ,ME (19$1) and ,Ca.pbellandBlank 
<198S),' andllave bten s~ri"d rectntly by ;Smal1, Green and Gr1fffth (1988'" 

8AE(19&1Ja1Me'd to .provfdell. cQMpar_tiv~,oV$rv1.Qfthe, daJry indIJstr1es in 
each 'count.ry •. including, ,the .• rketins:arrangements\tlhiQhDPElrated,.ndt.o 
'provide "benc~mark ihdicationsof the possibleeffdctsof fre_ .. "ttadePlltbe 
AU$tral1an d#try indu$try attn. fa til. and1ndu$trYl'.v.ls"O~AE 1981,p •. ,8).. 
84$8(1 on ,the f;u;ollOlliccond1t:ion$d~rin9 1971/78 'and '1979/80., the '$tl.ldy fQUnd 
tbatthe tW(l"$tifttpQrtantfaQtQr~ in~$sQs$1n9the. e~t1t1ven.ssofi~rts 
frOll· New Zealandwils th$ fOOftofprotect.ipneach industry received and the 
outlOt)k for' WQrldd~1rYJMrkfjt$. 

,CtWIPbe11·$Ild Jnank·( 1983) . had t~ objective Qf .. _$$8S51no thai_pact of 
dctv&lQPM8nts fQl1()Wingt.he'1981 study and the 11kalyfuture laval 0" 
~QaPettt1veO$$s. b~$8d ,on apparent. econ~iC: trench., both doItestic.llyin the two 
c;guntr1e$, .~d for th$·worldMarketa . in ~neral..Att.ntionwas . re,str1ctEKi ttltha 
eOOJl<)Mi'c '1ncenti'Y8. ttl, ,ccppete,iQ,. 'etwhatprice would Au st ra 11 an Mrk.,t$ btCfll.fle 
as 4ttractiv.as th1rdMarkets tQ 'New Zealand and What 'would be till level of 
di$ruption to theA\tst,raltan industry implfedbythlltpr1cE;? 

Thefr Major cone 1 us 100$ were that th<.« principal infl~"ce$onthefMture 
'~t1tivenes$ ,of Hew' Zeal~nd' 'prQdu.ct1n Australi. "trothe rQlathmship 
~tweenAt.tstr.li"'ld_stic prt'ce$ .. Qntj' wor1d pri<:8s, . ,~nd th8relat1onsh1p 
~tweM tramJ~Ta_nand ptherex ... H$I' Ze_land freight rates" other influences 
we,tethC)pght tb .·~~dtange:rat. :~v_ot~h levels of tnfl~tion and'develOpi\ents 
on world ,lMrkets, ThaoY(arall cont'lusionwa$that _rketcQnditiQns ";arl 
$xpetfted to, maintain 'or tfJcreasethtlcanpetitiv&nt$soft .. Zeal~ndda1ry' 
produqt$: 1nAustralio int.o tne latt:1980s~ (c.~bel1.and,lHank1983.,p. 17).. 



h~ MthEJantlysiaof the$e~tWQ. r"lQrt$, the .Austr'lian90V'r~ntSQU$htto 
·'prot.at tt. dtdry i.n<fustty frol.r1· .... diat .. i~rt, pressure,.tthe1983CER· 

;ne90tlat1ons'j! Oa1r)'1n9 waaexp11citlyexc1uded ,frO. C~R.but ~as,covered bya 
more li",iti'tlQ indu$tr!{. sPf)¢i.fic treaty called a MeMQrand ... of Understanding 
"(MOU),Tm.'relev,antqetail$ frOM,thatMOU1ncluded ([)8partaMmt of Trad·, 1983): 

,(a) .:the'fQl1I4tion ·.QfaJQ1nt .O.U'Y Industry CQrlsultative ConIMitteeto QVe,r$48 
'th$provisiens Qr thQ MOO. inclutJi'ng eX~htm91n9 infotiUltionoo ehan9$Jinthe 
ru~¢ti,veh.1V~l$ ofproductiQtl and trad$, tndustryatt1tu($es,NrketittlJ 
act1v1tie$· :~nd tnten~lon$)ai1d 'pol1ciesflnd ,prac,tiea~; 

(plW1th theexcept,i® ofchee$e,th$ bannfng,QfHewZea14nd ,d.iryProducf 
i~rt$ into· ~ustraliaas '1009.88 tilt 'Australf$J1, 'in4ustrv ·bU, the abiJ:fty to 
$ervi~e its (lWf\Ml1rkets (thUs 'Ntw; Zeal.od is the preferrtKI tvpplier1n the, avant, 
Qf.ed~t1c shortfel1 'inprod~ct1()n); ,'. 

',' 

.(e) Hew Z,Ga.land'sac.cQs$ level' for <;heese to 1'nc'reassln relationtothegrowtb 
'in the AU$ttAl. ian Mark$t;:and: ' 

Cd') ttwtC_ittee, t()c'Qr1$.ultiDt~, ,QVefltof a .Qj()tcol1a~'$i ,in .tM·wor14 
Mrkfltl1sto hQWtorf!$~ru;l' in ,t~be$ti"t~r.$t$. ,ofbOthpartllEtr$~ 

·Wh1'~ previQUs wQrk. MS. definClkf,anUQtber .of 'f4ctQr$ ·which w1111nf1,u.nQtJ,·t~ 
extent·,ofdalryproduct trAde . under the new: proviaitlnsfc>r .. da1 rypt,oduc;t_ .. , 
!$$veral'major ,h.n~s in 'cond1tions~y l1li1t the r~levlncepftboH. ,previqu~t 
.(;Qncl u$100s. 

Tbareforeiti.sworthwhi.le, to rQv1ewthe .~()r· faatgr,$,~1chwi l1.prQvid~ 
In:centives or disincentives for 'N9wZ~alantfeXPortstQAlI$tralia. 

3" f6C1Q8$·lltfllgg);r;# JlW§.,.IAPmMPAmYfR909CT 1M 1 

$,,,1 Char,cteri,t'~9S Of. tfmAystrBl j J!t] Arid. New. +eA]~nd Dair:V' :Indy~tri'e$ 

TheAu$tra"iart~, 'H$w ,Z"aland; 'dlt.iry i.ndus.tries. ar€\ 'divided. intotwod1$t1nct 
$$eto\t's.by :market1n9$rr~n~nt$:milk fo.r hlln1~n '~9nsWftpti'on and ",11k used for 
unufactur1 n9 .purpos8s. iT he, diff_rent"'lJtketins«rr~n~nt,$ r$S\lltin 
~i9n,1ficantlYdffferetit;effectiv$. rates :pfprQtectiQfl', 'with thesQpportbein9 
hi gber'fQf thefreshm11k prPduc;er~who n~ceive 'hi9h\lrfanag~tepriqElsI!In 
'AU$tfaliatbis d1fferenti.al 'is forecast tabeabo1.lt 16c/l.th1~ ye2lr (ABARE 
19.88&)" Tffa.rec(ltnt ,partialdere9ula.t1 ott··QfNew Zeal~"d '$ tQWnlYli 1k$(' r;toris 
l1kEdy·to te$ult in a reduction 1nthe fann9a.t$.,r1~af at least 1n j~re9ion$; 
dur1n9$Urplus·prQdyctiQn~riQds. 

XnbOthAU$tr.al i~andN(il\fZe&land tMm~jQr1tyofproduct ion· i s,u$8<ffQr 
"manufactJ,lring p\!rposQ$ ~ ,~ppro~1mat~1¥: 72~ in AU$tr4.lta ~nd88JinNew Zealand. 
OfthtsmanUfactuted'productionJs~30_and.15~ i~$Xported' by Austri!lli~and 
Nf;lW letilend: re$lxv~tively"Thus, theNew,ZQ~ltlndirtdu3trY ismorQ dependent on ' 
tl1e worldda~1ry .prQdu~t$Ma.rket~Furthar,a.lthou9h :Hew ZQalandpresently enjoys 
,preferential. ·~~c~ss, ·tQ the,lt'lOre lucrative ;tJKand USbu.tter Iilnd ~~s. quota 
m«rk't$, tbis,b,;Coes$ 1$bein9 te<fueed: QV,r ti~. 

.a~2 'H't~tti[J9. Ind~r~t@cti2'1 ArranAAMDt~ 

Marketing arr$n~nts fptmlu1UfactQradh\flkprOdupt$ havechantted in. bPth 
Aus\'.ra1taand' Hew Zealand :since ~~bel1and Blank: .(1983l,r"sQlting ina 
redQction in thaleval of l:luPf)Ort :91,ven to 'Mant.lf~(;turingdairy products," :both 
qQUntrHu~.Further in late 1987 tlmNe~Zetll~nd,·town.milk seetorw~s 'partially 

\':\ 0., .... ', .. .,.. . .. . .. , 

,.~ Th.i$s~ticm1.$bt1sed .Qn 'th$~nalY$i$1n ,Sm411 •. Qref)n and Gri:ff1th (1988). 
~ . 



Bfttf dairy 'Mark.tingarrMgeMt1ta f9f ;~uf~ctur"'. ;.fl~product •. ~ __ eff'e(;t1ve 
,po 1 JQ.ly19$~., . Th9 newarr,ngMentslffe~ti~.lY i.rtducet~, 1.v01Qf,$~ppOrt 
prQl/idt<l·,to tilt 'd~1r¥ 1ndustt1antk"re eXPli;ttfj .to 1 • ., to'ttht, development, of 
a ,~~,...ff1c;,1.nt,and profiub1. ,dairy . industry, .~bl~ . to respond .... "litO ,changing 
IMrke' condition~ .and t.~hnolqgY~;(OPI,198.&,p,,1l~.nd Af:)l •. to ~te""ith 
iMPQ,rteddll1ry .prod\l9t$~ .An i..,l~cit .p1)ject1ve,of tM lu"r.nQeMnt w •• to' ' 
.ncQura9fi. a.:-nat1onal ~·apprq4chtQ .productfon,~.rk.tin9, ~,'t$ionuldng. 
ratherth$ntblfJ'_.nted .$tat.~ppraach wh1ch·$ti 11 ex1$ts IforNrk.t'bdlk.· "A 
fqrtheroJ;jet;t 1'v','WIlS:-to ctflCOtIrl1. tile8l<P lo1t.tion :of ibt .IIONlProfitablQ 
export Market$ and 1nparti'cylar, todls¢ou~ge ,produc;t1.oo f().rt#xpt)rtth~n 
.r.tt$,r.n$ a net loss toAustr~lta.~. . . 

The .. ~~~·,l_nts. ()f t~ <newt\rr.n~nt$~re.(l)Pl 1'988;. 'l)avis lL.Il1$8,e): 

1',,~valQfcos.t .and 'faVQJUlspool1ng.\rIith1np,rodUc;\tYJ)f$ . and bet",,,,n .rket. 
(co$t"all~~n¢es," . wertl terminat*:)d'Qn 30' .J"ne·19S$); , 

2"repll~ntlof.the·previ()u$st~fl1$atfonatra"9*nt$.f)y>a.rk.t $uPWrt 
sYJt. fundedl)ya levy' Qn l11mflkpr»duQt1on ,tint{ de$iPdtQ .prQV1~ a .tROt'e 
un1fQr;t 1 a".l<lf ·8t}Sistanee.tb .• 11i txparte.dprod\t<;tsj. 
I' . 

3. .• prov1IiOn of ... "kltt; '$.~ppQrtpll~ntsfor all .. dairyprQduGts rAther .. t~n . for 
tMtrad1t1on.lly .supporte.dprod~ct·s(pre~ria.t or levi.bl.prodUct),. th$.t 
is tC:mtttlr'~ '1 e,viable, c;bEtts'(t'*kJ~r--l1 k' C:~)'Jaki", 1\1 lk~r($MP)t 
'WhOl •.• ilk lpowdfr O*tpJand~asein; 

4 .. 4PtoS'-.$s1v, rlKl~tion.in~st1cpr1c.$unpprtto ;'fair" 1~rtParity 
"prices for Haw' ,Zeal an" ~.1ryprddUt;t$) that ".$, t"pric$'$twh,fchund~, 

unstlb$id,h~ed ;produot :cOllldbel(l~: in 'AU$tr~ll.; 

$ .. Pt'Qvi$1Qfi ofadd1tionalpr1cG stJPp()rtforl.viabl.~heos'~nd ,butter/tluttoroi 1 
tbr~$ha $~pplement.ry.tk.t$t.tP{JQrt levy;. and' 

6' .. the provl $1 00 :Qf'un~rwritin9bytba CommOnwe81tb· .QoverOfitntfpr. traditional 
lev1ab 1. product et8S ,per 'CtllOt .of • long tenleXPQrt. trem;lpri~e .. 

(lnd" ... the .new·. arran98f*tnt$. l;v),' is .paid by· 'fa .... rson .. all milk prQduQad on . the 
,ba$i$of the: :·butterfatcOMPQnent •. for s,",pply,.s,e1thtr""rketor ,.nufactur'lns 

.J :",1 11<. fQrthe~stic 'O.r .export.arket. ...10198&/87 the 1tW1. "wt$aSclkg 
,b\ltterf.t (or for the ·average .ilk ()f abOut 4.2S*, 1,. 52q/l) and ,has 1ncr.asad 
si~ 'thanjoM$tJ(et support'. paYM&nts frOM th1's fund .ar.fMclQtQiU.,ufacturers'of 
exported d.1ry 'produets.Uhl1ke theQlderr~lR~nts.all.f lkbasedprodgcts 
,.n4 ,SOIMda.iry. product COtlPQn8nt$ of 111 xtu rea l.rael1g1bl.f()r $uPpott~ . For the 
pte"i'O\Jsly.pr8,cribed prQducts itr.rate ofmarketsupportpayr,,.ntw8$$8tat30, 
petCftnt Qf the currently ... ,ceived av,rdge_xpQrtprice.'For ,the other 
produqta, . for '.x_1. cQfldenstdll11ks andnpnleviable chets.... the rates were 
~$etf on te<;hn1calrelatioosh.ips\tIith ~f1!tscr1bedprodu<;ts, andtho$e es.tablished: 
f'orthtl :prasgr1bed'products, 

·~it1on.'supportfQrbutt'r~ ,butttto11,nc( levi.ble chess. is also provided 
Vi'iattM',Juppl.ntary supportfund,u$ually_t ~. tJ"i.fofMpercenta9$()f ,the 

,) _lrl<ttt :SUpport. ~YMnt" The.purposa.qfthi's 'extra .support is'toprov1de 'fora 
~ppth tran$i~lonfr,*prQv1Qus .• rrangMent$. Tbefunds.requ1 red to pay 
,.':JRP1~t.ry .$upPQf:t are derived' frOM lev1.$, ontfotles.ticsalft,·ofbutter, 
;butttroi.l' and 'l.vtablech$e$e~, TbI· in1t'f~lrat.s Qfproduct.levias :wer. set so 
tblt. tha",;"", ~t1ciPr1c.,suPPQrt Valwssexceeded 1985/80: dOMe$ti~ ,'bulk 

~) ( ,I 



·wnole$ale. p,rict$' by' fivepercertt, fo,. bUtter.ndbY •. 1ght .perc.n.t foreheest_ 
thesu~,l_ntar, levy and; $upport fC)r·c~ .. ~i' 1 .,.bEt' phased out8rad~a 1:1y by '1 

. JalY;1989,wntlt!for ,butter/buttero11, the'tlpPQrtVQ toba . reduced by: hal,' by 1 
JU1'1.1989", :HQwatvortht $uppl-.ntary$upport . for butterlbuttero111,,111 now'be, 
~.outby '1 JUly 1989,swal1. 

~$ticprice ~qpport.fC)F.nt;lf~ctuted: prtXfQQt .1$provi~:illplicity~hrou,gh 
tho: . export; .. pricasttPPQrt .«rr:an~ts. . . TbedcN$ticpr1ces . foraltptoducts . . 
ex~.t butterlbUtttro,i'l.nd levii\blechtesa:t\re'tQUiv.lent to the;l1verage.xpor~ 

()pt"b:aplus,thGlMtket$upport !~v-nt •.. Fort ,blltterlbUtteroil:.ndlevi'abl •. c~ 
the,~$tic :prf~ .1ao. includes&.,rg1:tlto ,coyer the levy :payable:and the, 
$uppl .. ntar,y.rk~t$upportpaYMnt •.. In,th1$Wfty,~ •. 'dtb the old: 
arr .. ~ntsJ 4 ",anQfacturer ',wi l1beindiff'r .. t,bat""'~t1c:.nd.)(r»rt .. ,,1"_ 
Underwrittns ,oftha'export pr1~e. etaG ,per ~eqt of. the lQnstenft trend 1 ifltt is 
.1SQ a pr(Wi $i on.. "This arrangeMent tosul't$in Nrt<,tsupport a$si$ta~~in9; 
1Jl(;AO$8d 'Inthe.vent ·ofa. $ubStant.ial~ollaps. '1n' ·world,-.l"ketpricesand 
~. ·in,putt1fl$.f1oortoidQle$t.1:~ iPf:t~~s"' ',(DPI 1$.86'.. p .. A). 

T,"newarran~nt$were .xpectecl ·tQ(a).l4k ... nulactur.rs IlOrer •• ponsivl to 
-.rketcOt1<tiiions:· through,tbarer.tOv..lof th.e·rev.n .... poolina .withi'flprod·uet 
tYp's4nd. thei equa11$atiM:betwean 'XpOrt :Mtri<_t$andbet-.n tMdaIe,t1c and 
export. ,.rktlt;.(.b)'providf, ,e.learer ~r1e" sitn.ls,t~, the· producer. of lal1dairy 
pro.du~t$ byther..,val. .. of tilt distort1ons ·toward,:tht J leviable· products 'and: 
,with1.n ,the'lev1Ihl,'prQduct$:lndthe:,voning, :,out Dfasslltanee acrolS: .11 
dafntptoducts; .. $l(I. !(O) Jlake producers more re$poo.sivetQMark,t conditions bY 
pl.c;ing gr_ater '~a$':s :pnt'-lMr9i""lretornf~ca .• xport.rkets:r.thelrthan 
ottthe·:lv.raga . .ratum'.Mi:lk: ,production! was .x~ttd: to decltM •• 'a rNult, and 
tn f.qt~f@tur1ng M11kQUtpUt in 1981/88W8$litt18; diffem,nt fr~ 1985/80, 
althOu~h it 1,$ exptt,;ted: to behighet th1sv .. r. 
;AS.1st'n~e1$.alSQpr()v1d4Kf 'thrQUgh • range pf MeaSyrts Which.ta<luCi (blt,t1c 
:prodU:ctionco$t.a, ti1QUsh tht$8arenot ,$pecifi~ tod.ir,y1ng.. Tlwy1ncluda: 
various t.xat'ionex_tions.eon*.1on.,Jr.te.~ 'otc.; s<lfetnilWmt. 'PfOv1sionof 
"rv1~sft"orat low cost,' and $UbJ1di'$,or. ¢etta:tntyP'*s ;of inpUt 
pUrchaJes.Withtht:ctwlgaln the ,.r.ketingarranteNnts and t .. 'geoeral 
ttshtenini! upofinpat afid .. taxat1onconc8$'1ons, U.·effectiv8 tilte of 
protection ·tQ,Austr.li.t,l d8.irypr1ld:uc,r$ is likely to;beaign1fic.ntlylower 
.10<:8 '~ge&. 

Furthet.when the d.to.arCiJ' .8)Ulllined. thisr.du¢tfon~1nass1stanc. -t hev.,.n 
~"tgraat.r ·ttfMpl.nned' in 1ge6. The ,data 'in, Tabl~ 1 .howthtlt the· 'iMputed; 
fMlrk,t $\ll):PQ'rt Pl)'lent fQr ;alJ tAj,orprQCfuet$iQ: 1$88/8~: 1$8Qt ... a:llyabQQt2o. 
of t".,1ni .. ,.xport~pric. rattt.r than the3~ .tated:1rt riPl (1980). 

PrQt.,ct.ioo; .rr't\QtMnt$liave::reqent ly changed in :Ne\fZ". land.i$. well. The 
cQJlCe$$itKta1.qV.etdr.ft fac;ilJtYi .Qf tht', Hew Z •• 1an4l)a1ry ,8Qard,attheft ... rve 
link 'M$ been t,,..inattd, _net .borrowings ... e- :now'.dt . atc..,roi,lrates. 
~.rtha'coovQr •. 1~in t9sa Qf the: '9'61.st1ns ·overdrafttQ • 40year$NZ16o. 
loan,t; 1.;8 , •• t1lMttd to:"'. prQvickKl ... ~ :~ign1fi(#.nt.ar .. ofass1'$ttt{~ tQ 
the fndUlttY in '·.~I<1UtQt, y •• r •• FurthGt, thlSLtJ)'Pl .. ntat)'M1n1"Pr1ce 
Se ..... W .. t ...... in.ated' 1n19.8.~/84' •. although ,the· ,d.1ry 1ndu.tryw8$suppl.nted 
in:'OOlyOM ._*r ·ofthe ,St; .... ~ ltia,bUffer f\ind$tabil:Jaat1QnschoMt; on ,.port 
•.• 1 •• ,ofdt1ry:prQducts' .$t.1T1:operltes •. but,tM .cqount.has :~rallYbcien ,in 
crtditltlnd tm:.SiM~ ;not'pr()videdass1stan~t(1 :the1n4Ustry., 

:Genera,11Pd_O,icultura lin~t .4$s1Itilnce •• ,ures,r. •• ' sQprovfded. to .NaW. 
,I.land: d,ir,YProdUG,r$ •. PtitUjQr 'POli~vch~ngess1net 1:983 tl.v'$t~if1cMtly 
r~ld, tbt 1.v.lof$ubJldyprovided~ 
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·'N1ottM;rt1Ptl"·Qf .s,i,tenc.,"tONtlWZ._laru;f d41ry :pro<lUQer$ 1$ tflat ,giyen: ,by 
t'3tr-1ttfon$:on tbt i ilP9rt 4i'kt'fMJnUflr;t\lre.of ,ursarine '1n:""ZCt~11lnd:t: .• nd the 
.~ta 1 "~$' ,$lt.n tOitM. UKb\Jtter,lt\rk't .. an4' the 'US c.hft, •• rl(,t!i30tba,. 
pr.:f.,.'.rket$Wll,ch :t\11ow.s(;opt fQrcro~~'\lb$i'd1~ult1Qn, 'Qf,xpQrts toot"".r 
,~rk.tS:t .. 1ncludin$J 'AU$tra11a." T ... l~ •• $ to,tija·UK buthr' 'urk.t 'hl$ .. ~.and;. i$ 
bt1nsr r4td~at ~pr8~llJl~., t~reby iAdu~in, theass1,.t.nct .. 9·'I\,ln :to HeWZe.land 

, ~iry·prod~ctr$ .. ,Au'tral1. •. al$o.hpaCCl.ll .• :to ·thtU$t;qUQt~, chtt._rket. 
'.l~bQu9h ~ ~,alMd·'$ letV81' 'of .eq$$.~hl$ trad1tiun~11;J,btMn;9r.'t_r. 

It.tent .8$t1MtU C)ft'-eff.Qtiv •. r_teo". ptQt:eet:1QD ta t''*",wZealinC 
, .. nufacturina .ilkstetorshoW.'dct¢11nef"*'~61, in1"QeO, ·to 8-. in,; t9J.3)"nd tQ 
~t_n 1 .• :and' ~5*, $~n~ .(_ll. cOrMn' and Gri"ff1tb 198&1. . 

;$,3 Ttl!OQ~l99~ fpr ~bt'Au~A11anR.ir~· X!n~\t,I£r~ 

A8N{I:~"t,fQr.ca$t . total.ilkproduction:tQ1ncrtastto ,G25Q . Nt, .in1988/69: in 
raspQn$8 to1nC . .-.'.fKtpric~s for 'bothunUfacturinQ and market, ,Milk of t3,.~and 

,.3,,9J:' respec:tivaly· '(ABA.R£198aa). ' 

,F.,llQWinga.periQd ofherd'bq11QUlhd,iryq~ttl.'n-'rs, are :foreea.tto '46011". 
'in 'bOth 1980 ,JrkJ1:990i:O'AU$tra11A" 1.1\ .11n.,\\flt'h 'tM'steadY,d$.Ql1n.1.ncta1ry:fa,.. 
n~r$. Totald,f:\try c;;at;tlli .nUf.ltblr.$ i~rI forec;;;st ta,ba t.61 and,l~G6.'111C)ft 

. , he$d1n1~8Q/8$ Md 1,9a~/QQA$PtCti.vQ1Y.M11k f'h,ldpIJr .qow1s .x~t.dto 
Continue t.O in~rf'$t 1n 19$8/stt() 3,1~Ot/~ow·.nd' t()QVtr 4OOQt/¢~'!bY '~991l92 
(ABARE:1"98$1),1O ' < . 

'&xpcrt.prlc8$ fqr d41'rv ,p,tQt.1n product$.[~exqJcted". to coot1"1~ to ,;atren,sthen 
11\ 'the,N<iita t, ... :~ ,dMlndonWQrld: 'markQtsf"r .1'lk ,pOWdtrs ·.nd:choJe 
CQnt1nu. •. 'to i..,tovt:(USDA 1988).",WQtld"price~ 'for ,milk",powder$. h~v. d~bl~in 
tbQpa$t, two y •• rsand ~n.tS_ pr1Q$s~h.ve. r1$.nby6Q.'. :HQwtv"rworldbi.ltter 
pr1c_tllthQu8hsboWina,~ 1~cr'.$'.' 4.--un11k~H~ ~oi.-.pro".beYQrtdtho" .. 
,curntnt ltlvol.'(GATT .1n:i ... J~ ,In r.$ponM ''to 'tba$.: outlook$and' thQ eXpct<;ted 
$lrowth'hl ~st1'cperc~1io cPns~t1o": ;Qf~hees.'~~11. but.tGrconJ~t1M 
conti'nUtI to deqline.tht,. e»r(kfuct,Mt~'fQr the 'Mu1.ufaQtutinG "$lQtQf, :is lik.,y to 
.lttlt1n, t988'89:~ Total iC~!l. pr,odugt1oo: "1$ fQrectultte> tncrN..I by ;6.,,711." 
19Q119,to 18&ktand ~rodttct1on"6f~1.ilk 'PQlfder i$ exptl¢te,tto. inQr.,st I:)Y 
",4l ,to 10kt. In\,contrO$t, bu~t.rptoductiQn, ·1s.>.c~t.q 'todRlifHI'by2.1* to 
92kt in '19a8/a~witha cQfrt$pQndinadiclinl in, tilt i)ypt'QduC,t. "k1 ••. 11k 
:ptMIcr. 

A$a result of'thtJ'ilHlrQvaMn't, in6XPQrt "Ilrk.t~'r.turns ilndhisMr prices. 011 .. ,the. 
doMe.tJ(;,lt4rket ... fC)r.oYf.ctu~p.ro<$uct,Mnuf.ctqr1n9 .. i lkp.rices ~t thef".-"t •. JrQ fQreca$:t. tPri.$8 .. in no.1 na 1 . term.! '. for .1 ~aQle9 ~d.d,pef1tii ".s.on, tt. 
:$tab111ty; .Qfdol\t$ti~.rk.t1n8, .rran.~nt'i ~llto 'thtetrly 19$,01 (A6ARf; 
1988,,).· " 

The' ·prQ,ieq.tG4 'ri.I' in, total ,prQduqtion .1"1 .. s .... ter ~han tt.ris8 .. i'n tot.l 
~$t1Q,¢cmsYI'Pt.1on, ,~ult1ng in ~n· tncr'~$. 1n,tnelllOUnt 'of product 
.v«11~1. for ,export exceptfPf bUtter. 

fltfl.cting ,tht~Qnt'1tlu$d 1.'roY-.nt. lnWQrld.afk.t$·fofchae .... nd Milk, 
~r'"durin91ge$, GATT .. Min1~:pr1ces! for~11,"jor prQduct$,.r.in<;~~.td 
in, Stmt;Mbtr' 1:$$8b,y":t>et~n .. tt.5" and 1$.7x.TMab11itytQ'$\lstain thit •• , 
inc; ....... dpr1ce.:will iarltly .dePind on ;t~cont1.nq_dsycc.$suftMprQduct1tm~ 
l1Mft •. t:ton #QheIa!$ 1ntJMl U$andec 'and of theeffort$ to rOduce $tOQtc. 1.velsti 

il~l.; I,.,0G19Ql·.fgr tbtlJ!W. Z!u$llnd· Doiry .lo4ustr'l 

FCll,1ow1f1ganJqorcJ:'y •• r in; f98$/80wit.hprodu(;t~on r1~tnaby6x to3"9.1l1 ion 



.... ,.,' 1 '\ 

;Kg ot'~;lkf"~.'Mre,wa:~~1./j~11rM\1n, 'PrPdQCtfPrt1,n 11$6/81 tq,!Q1.11'lion' 
:~Ql!=: T,*,r_Y.l~cftt.;:~jQrU;YQfa •• i$tlnc'·.ffO~ ·,.··I'llland18rk.t Milk 
proO~rs'. It ,buildUP of,~t~k', (paM;.1cularly'butterl, depr •• Ud""turna. tr.' 

, WOrlO:~tk.t$'''in@'''rtfl.Qt~ :in'flm~te 'prl~~s.nd; ,poor "'$onalconditi®$ 
':wtnt,'~ribUt~~9,,'r~tor$; (NmAF.1988) .. HoWlver cr.(}liM~ ,of ,up. tQ :~inl_ 

,. ~$"~W '"Nt utj*,~l!flV(if.1J11'Mk9.Qf.i 'kf.t Wf$f.' .. Jti_tedtoh*vtWbMn 
:~~~tdfrotltprocfu'tb)((1n,nt.POnJQtotht,,'D$1 ryBOatd'$vQluntaryMflk 
L1.tt.tlQnS,c .... fC)r198tt/~7 .'~,G1ven ·ftM)nJ· 'Ob'nM1 .• :$$Pnll ,cQn.di.t,i.QO'. :tl1'k 
Prodyt;tion 'h~ICbtdlbOUtS30;.i·11iQn '~g .ifl1t01IS8'~ i.' fOft<:ast;", to incrt," 
'1"'1$;8'/89 ,tG'34Qldllfonkt {HZMAF '1tt!$81~ , . , , 

'oa1iy:c,<>w,n ...... ,..in,c:re~aId1n: 1teO/aT to.2.27.illionbUt.rt· •• t1 .. ttd~ to MV', 
,dtc .... sld ,in 1 Qf71h :to '2'. ~6 ·.i,l'11Qn,hQdl !~ith $1.t'lJr n~r~'~PRtfd for 
'",8/89. '''lt~ ,yilldl,pef tQW. 'i.n19Sf/81de¢r.'" .. rk"l~tc) '133ka .• i,lkfa,t 
PttcQW, . .ninc ..... , ,tQ. fltJt-'Mnq 1, 1e".18 ,Pf:. ~round' 1.$Oks: .'11kf.tptr' CQW 
occ;u~red: in: 1911/6SI\M'i, fQr\"'~(":~ttob(iM1ntai,*, i"1",/$'" , 

~han_a1.n 'tM,.1·x Qf.nufac1;urtdptodu~t1n HeW, Zqltnd' al$Orefl$Cts¢t4rren.t 
~"tXpelcted, futurtlcQ)O(fit.10fi$, ooworlddJhy ·)JJtrk.t$!tThttProduqtion of' :cbtMt, 
1I'.$ti..-ted'!tQ,'havJ lQqrt~"'by 18~",to .1S5k~. in ·1$11/aeWbil.the, .p~t1on 
of t~hol.ilk~r is ~$t1QtldtQ,.h.v. in(tf'.$Ild,by24.!I\ 1.tQ 1211' kt, .nett .. 
output of' both'pro41J¢ts !,uti.ted.to .CQntfnue to inc,"" •• 1n1ua/89~:Dt$p1t., 
thtdeptqstd .... ttJnlQf vorldlxatter ·url<.t~, tMProd'~ionofb~tt.r i, 
estiMated 'to '~v.;1ncr •• t«d.b)'_ to.2$O'ktin1o,,7/8S'i. ,Indi •. forec •• tbl, 
tdghtr as-1nin' 1988/89.1h1s reflect$.bo.th ·tIlI.· <pr~f.rrt<J ~Cq.ss .. to the UK 
· .. rk. Md.·tbtstoratd,11ty ()fbut.ter.Sk~.ldl k :~ri.,. cf.Qfecl •• t tortturnto 
1'S6{8fQUtput lev," i·b,t 19ae/89,.wh11. ca.ein ~pUt.$boUld reu.1n r.l.t.1vely , 
;onttlnt. . -, 
'MtfN ,hw .Z.al.nd1ndu$trv 1$ . heavily ,4.ndthtonWQrld .. rk't$~ .. t~ 'fi_tt 
priCffC)rMn.lJfactuf'1n9 .'Ilk flq<;tuat •• in line.,dtn laxpec;tlt·tcm$of'world: 
p.ric.,fQrd"tr)f prodUCt$.lhUs t .... QPenins (bla1Q )pri'ctforthldeprtsAd: 
19$&/87 se,SOll'tS .. :'Z",2.6kJ/.tlkfat"alharp cJe,clint fra. thtM.OO;p.1d in 
1$8S/efl. The'pr1~howtv.r' wo'railtdt.Q',3,,$S :bytbt -.nt;I of ··tIlt. ;.$Ott. The 
o~ntn9 fa,..teprice fp'r 1:;'1/38 w"set.t$a .• 10btltwllf.viUd. '. '.ver.l 
ti",s ~rin9 the year to,·.nct.t $3 .. 40~. Pric.i.for~.'ttQ ~"4ii20in19"/8$ 
t.n 11nt,. with 'tbaaxl*)ted illProv_ntinwor'ld:pri<;..for ,pr~t ... 

3 .. 5 Iht tltnerll l99fl9l1<t '9\l.tJgolst9r'6gtttl11IMR:$fw'~"'1tKl 
TMAustraliln'CP1, 1$. '.XpCt<:ted ·to ristG,5$ 1n1Q88/8g.e~ttdw1th ;l~3S,in 
19a1I88".tnflat1Qn1$prQj~fI<t tq dtQl1n.tQ a :rateof :.by tilt 1890$ (ABARE 
190b>', and. tQ tMl,.fntI1.n.d It that l.v.l~Ih1. \11.1·11 'probably be, ltttl. abOve 
tht lev,l.of Austr.l,1*t'~$ 'MjQt' trldin$l.~rtner$~v.r., 

Thit .... ,nua1 inc;rta •• 1n inflat·i<m 1nHe\fZ,.1$.'1d ~'W~. 13.211,,, 1G86,hoWverthia 
rat •. ·j$uptCttd.to' ,~11"'1n19.$7; .nd1 '$& in .tNPOnl. '. tow."" r .. trafnt. 
:continu1n., ~ction$ in .protection ,anclti.9ht~tarYPQl icy :(HZMAF 1$8$}'1I 

l$l'CCIIP8ti,t1"tnes$: . ofHew'ZQland,'a.prodttct 00 .. t'lttAu,trtUen'.rket will 
~ .1.r"ly'ontt»,0tJt~'ookfor ,the ·WINZ, ,XcOJnDt. r.tta •. Tht'outlQQk; for. ·ttl. 
_inland tc~Y~il1dtPfrld,~tM ... t. of wt'ld. ~ic;9rowtb.nd the 
~t.opportun.1t1.'fQrit$",lport$",·Araduct.iM in . infllt1onrtt,.plusa 

!" .. r".tentl~· biehr;utr',At .cc;ountcMfic1t "t" .x.n;~lrd prass"n.ton tilt 
'.HZ •.. Tm.t.he, cU$'¢JV-4Y 1i. ~PRtId tOdef)AOi,.t.,. ,perhApsby.round 101, .,ainst 
tbe..,or\'Qurn"¢,i'I in ltD/8t·.nd into: ,the m.d1_t.,..,~ 

Fr. 'thlAuatr.l1,lnv1.w'potnt. thenc:.ina lb1·1atttal exch.ogar.t.w1thNew 
Z.ltndu.clinldby ·,1OlII·2.bat_n 1984/8$ and 1M.7188. bUtthirat. '1$ 
fO,~.t to be .boUt INa 1.2!·or .~. '1othi'gbat' in 1988/8$ (ABARE igeac)" 



If.Hi~~ ratq qf'fntl.tlor "in :Hft.·% .. l~ndi rtl't"hte, tq,A~.tral ill~le;1, iMP,ty ." , 
'd~r t .... t tbl,.t.,of ·tMra.1:.ffKt'v.tJtp~i,f;1on, will 0., 1 ••• than 10*. 
~v.r ill, tht i~t"lt''''. ·tht ·.H~ ia fQrl¢.st,towqktn :rel't1vt: 'to·thetA, 
.... tori,nv; 1t.: ~tittYtnl"J. 

tho. 1tit' Jikal~,t."t thttfA:wfl1apprMdtt, r.h~~\'. to tht, .$MZ·intNi ,short 
'.114, 1.-d1'-,"'.rM9; Xn; __ tal.th1'~141.1y;.n1Mprov .... t '1nittra ~tit1Vt 
poe,t1()R'of 'Hw :~"lanQg"oduetr., ,r.:ltt1vtwA\fItra" •• n ptoduc.ra.bQth in 
A~.trali. ~. Ollworld .. rk,ts .. ,~~.r c.phl'l. ,lld'll.bk (1U3)_rgUl tMttht 
,(nrect 'fMP~ic;atiOt\S 'fQrtrJllt-T_..-n trM4· ',nt, tblt-.w-(l~.', ~nt", .... 1 
tffeet1Vt) $~/tV&.)(c"'.r.t., w1:l1Mv.anlY·"1: .1:Ji.l .• ffe<:t,Qft tn. 
dM1r • .,tl'ftjoftht AU$tr.llianurket W :NW,~,.1 .• nd'_POrttf*. Thisitbtcaun 
~l~sh thf·i ... etQf.x<;h4ns- rata. on;.prO<lI.Ul~100cQStawtn ~nfl ... nct the· 
'~lute; ltvtl, ,~of:profit.bil1tyl ,.ofaXpOrt,'Mrk.tse,. 'i'~wtllftC)t influtneetht, 
.-.1.t1v.·profi,tatd11ty ,ofuch aark.t.Thi,$ :h~ .terMfntdbytt. indiv1dUal 
<10M-tic 'prlcl$co; .tl1QM'Mrk.tl. :Howtvet atJeprtlC1at,ionoftht 4HZ rel,t1veto 
~"~~11linc ..... u tt. :¢QlIPat1t1v~of "",% •• l'andprodue~M .AUfttllfan 
iMrk..tt" 

An . ..,r.c'hatiQll' of tbttA·r.lat1ve tQ' the ''US <thecurreocy in tdl1~ 'world dairy 
prfC4t.',.. wtlt",,1.\If~fll1n<r ••• :HeWZ •• l«M!$ ~t1t1vlAUJ,~" returnl, 
·fr.·ttA ,Austrt11$n«-s1:.fc; ... rket •• xPrtlud, tn"tftZ1: \IfOieild 1~"'u, rtl,t{v, 
to' th1<rdMtrktts. AlthQUsh" an inc"... i.n ~t1t1v ..... onAtt.tr.l1.n urkets 
fslik.ly.tbe"'RVbI.SQM·$dVtatse i..,.ctof'tt. 'fOrllCaatdtv .. lu.tioni of the 
,"Z, ,~l.t1'v. to ,both: 'tJt.t US .nd Au,tr •. lian ~Urn)I\C1.!h' through t.haincra,_ 1'n 
tbt09*tof:wstbQUndttfln$-T ..... f,..i'shtrat ••• Any' Qiprtc1at1on ln, tn.'.HZ 
wtll iner_ tbt, ¢OSt 'of. fuolto 'HWZtalMd"$ld, ·w111 1f1P1,ct 'pn thecO$tof 
'fr.ight.Thi.· .. ycff .. t ,saMt'oftM :"io$ incQllPtt'it,iv."",. 

3t,(S",EXR9ttCW9"tyqf . ''''.,Z"ltust, 
ProQQCt , rtquired' . fQr incrh$ed.~port$to~ Aua'tr.li.'woLtldbt,sourcedfto. 
1·nqrMl¢d;prodUCtionin.NeJt Zealand.nd/grfrQl. diver.ion of t~porUf"*,; thi'rd' 
urket$.TbI'ME, (1981)'I$,e,$8d:tM;abil ity .Qftt., New Zeat'ndinduatrytQ 
$t.tpplytr-Austr.l1«,l , .. tk.tbY'"ti .. tin8t"1~«.lY i.,rt ;Plrttyprfc., 1.'1.'. 
in Atlltr.11_. using ·thl,~r;1nal CQstOf. product1on.pprOl\ch.nd deun"fn1ng.the: 
decline. 1np~oductioni 1n,Auatr.'li,.thatthispri.:;ttWQQld:i.-ply" on ·ttl1. ''''51$, 
.~ 1'* 'Qf, tot.' A..,.trali.n procfut:t1an(6&OMt.)\rI •• d1$p,1.~. 

Cur.NJntly .• NtW·' i(.alanda~¢QS ,to,thlUKbUtttr ,""'kat,is ;btdns .. rechJced.f~ '74.6 
kt .".rr,.r to: i$kt :PtrYlarb)t1992~Th'ls;wil1:rel •••••• tgrdf1q.nt~t 
:Qf :~t,r;J o,r5~Hto1.dlk. for. mm-UKtr~.A$, thiJ!r.Pff.Hnt.'thtq~Ul'1;tv 
of twaportt (on •• ilkeqt.tiv,.lent .,..11.) rtquitedintM :8AE (1941)WO,r.t..,cue 
JC __ r1'Q, ·""·Z •• l~; 'cou'ld.~at..l1' .. rvlc.tM:AUstr.11.n .. rk.t.FQrtbtr • 
. 91Vfnthf h18h .• tocklofdAtry 'fat, 'prodoc~$ .1nHW'Z, •• land •• '. ,r •• ult. of 
tt'iDMtworld:.rk,tconditlonaand 'theJcontin~:ln9;rtduct 10.' 1n .eel ••. to'the 
VKNrktt. t".bfl1ty~' ·NmtZ .. land ·tQJdtq .... t.l)«_t.AY.tr.11em,1I1POr~ 
raqt.d~t. 1',.tnhJiitQtd~ 

l=iMl1y.w1tlt ·'.neat. pt1co$ 1nNW, Ze.l.Mfortcast to btkckto .id 198D$ 
1~.1If·tht;pottnt1'.1 :.b111t,of ..... z •• l.nd,tolw:>ply theAUatr,lhm..-rktt. i. 
tl<JtliktlytQ ... t.. ,~ICt. 

$'.1 ~aPttt,vpr1CfL.v.l. 

C~ll1.nda1.n·k (1,a3l~luded 't.~t, tha Austral i Ifl dadry i,ndultryc~ld 
prot*QtU~I.'f':ft~,i"POrt. :bY' .. tti"$J~st,icpr1CJ,bet~1~n llJpQrtal1d IXp()rt 
:Plr1ty 1.vtlsl1 The c"lctdationof'intpCrtplr1,typr1eesill cQ\1P'l.xproc.s • 
. l1QWvet',.nd tbtpri,. 1."1 'calculated. ·1.,b19nlY;~ll8nden.t on\tbe~pproachtak.n' 
,(PUftil1 ·Jmd·Sklnnir t98S).Using live diff'e.rentappr04eht"thty .st1lMted 



1.rt,~rit~ptiQ ,rlt,iot for' butter. .~·.~,.k;1 •• flk~r fo.r 'tM: 
",104107.,/7& to: 1~/15.~tlltsfor ththt lRPrQtCb1(b) (~ on,v.ar'at 
txPOrt .-.turn. 'roMWQtld"fMtt in t,,~,~ofQur .... tpr.1 ... rk'tsfo.r 
.... Zglw1)lU1' eif to _ .. trall.),ar. :$h<Ml ini 'Table t., 

Tilt "'QUAl J~~ttd in: :the; t.,l •. 1ndictbtthltMt.,. ""QUlbl. of .nt_rin, 
Auattal11Jl '.rk.t~ grofitlblybttv.n,10Yt/ll ·.nd,1~/8&t ~r'tht 
1nc..ntlv .. fo,ttri41wraQnly _r81".1 in 1H1-..13 •.. ,Fot. ,cMI". ,p'mf1tlbl. 
opportun1~ 1. iMtltad,bet~ . ,191'1/78 ... ..a.' ,~;e./~I. :w1thtt. ;.)(c:eptionof1Qla~$O., 

,For_. tr .. ~dd ..... beJn ,1IQItly b"'&~Wftor.t 81QtI,until lIM/ef)" 

u.-1", thit'.suPPOtt :r.t.Qf:aOS,i',M~ttrttl~1tlft ,of .tt. 'diff.rtnf:., 
,btltwtn"uPGrt ,and i,S!tDOtt,par~'typ'r1,*., tbem.trali:4«l_mtffjCtur1ng,uctot' 
ahoUl'd.by,Ju'~y 1, .ileg" ,be) ,QPlrab1tm,-,r. ~h' .ftn.,1blcpalit1'onof 1"POrt 
parit),pr1c1nl.N.Y r..-ining, d,iff.~ 'in, 1irl,ct,~«"ilU fro. t.h- ui,tMctof 
..... p .. t ... Qn~t1'c $&1 .. 'Whic;h~ •• v.11able~,c>' t"~ion in 
~tit1onproYidldby, ~r1ff •.• n4.tbe tQJ~ Tn. c .. titi~()fHIW X"l.nd 
p,~tonthiAUltr.111O .. rk.t'thtr.fo,rt, nu ·,bHn .. ~,1~llv(".rMPI 
"~ti.,111)r~' by ~tion. in tbfll,lJulof ;pricei.~rt .fforded' 
AU:$tr.l1tnProdue.rj~, 

AJ<Ihown'fntabl'. flbutur 'tr_ .WOQld Mye ~' ... ri1"l ornon...Jd.tent 
btt""tt, tll,IS/at ·,antl··li88/89,.Onlyin1'U/19 hQ. 'tbt..- ,.~. to. 1~iv.'for 
'tr __ tn .chMM"ind •. '0'''' .$MP, .. thllrt.wortt few inefntiv •• in tM , .. ,lY'N"r.> "but 
QO ... ·~~lyprofitabl11ty ' .. ' inc.-Md. 

!a.'p .... tJ\~~.,I,.fn 'Ihjnt"'rQ~1 
:£ven1ntht "~'. Qf 'tr •• ~T.-..ntr .. in .• ir,y'pr~"., AUltra11a will'"," 
toDtt~ttti'.ldth_,%.allfld: in,th1rd;Nri(at$. ~v.n, thQugbthlcQrrent 
outlook.tor'world, :deiry :pnxiU¢t dMInd.i' 1l1Provlns. thtl,ino,,.,, 1ntlVl l.vtl" 
or,.~po,rt :s.ur,plU1,for ,~UKt,r", 'in.' ,Z .. lllKt$USI"$t.~r.' ,wtl1,t.af't 
inc,...! 1n~tjt1on ,10r . Qv.r.-, _rk.h. TMP.Q#.ibl. CQIltr~t1onJry 
prHSureontbfAU$traliattdld,y· 'indttstry as. :r.sultof~titionfnJlt .• .., 
Z"llnd~ in' 'tntrd_rkitl .1$. l1k.ly to "t. • ..,r. ,1gqif1cant tnan tbap,.."ur. 
rasultin,:fn.. fr .. 't,r_>btt~th8two ·countr1p.~.us, ;t)f .the'1aprov_nt 
'in tJ:Mt, ,CQlPet1t1vtml$$ot A,u.ttr.l ianpr~t~.tic4\.11y •••• r,.ultoft":ntW 
a.1r:y *rk.t1Q1'rrln~ts. 
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4, "l~. *YBll.PE 1m:. moalAAlLUYF6£[ABI' 
1n ttll. slCt:-t®Qf' tha: p~r', acr.pir1«'l.rHi1Y~l.$ .reqonduet"dQf J~pfth9. 
f.ctQf$ 1<Wa,tif.i9diabov.wh1ch 1nfl"'Dce th$ .prQf'it.b.111ty of wtenti.l '~ram'~ . 
TO*" tr"'in:(jai r)':prQdu~t,$.. Tht:$Jllllyse$lm'Ploy $1mul.tion,xp$r1.nt$ ·w1th 
I,n QC.o~tr10 ~l,f the> Austra11t:\nd.:ir1'product$.ark.t~ 

"~)1 1m. 'H9dI.l, 
. T .... ~lil1\ • $~hftultA~OU$eqQ.t.1,QnMQd.l (:Qnt.,inin9·1~,1$tMo.nou. 
Var1aQl'$cpverJ1n9.$.v'n:.4nUf~Qtur9d, o#ityprodtlct$ (bUttfU'·;cb ... 4';SMP;WMP; 
cG,~eint . cQuden$ecfft ~Q)ntrtt.a. and, .v~.pOr.t~:(OCr;).~'lkprodu~t.; .«ndothe,r 
dr'1ed~dQr$ .. 1n tht1nf*nts,invlt)'ds .nd,~a1th.' (lIH)group).l,t. 1$; 
t:lilrt1tlQnedinto"i~ blQQk$(dairycpw n~r$.nd.dll<' 3upply for fluid: and: 
NnUf'ActUtio9 pUrpo$~$; ~$t.ic,Q_n4fQrflqid'llnd .~QhQt'thQ.nuf.cturin9 
p.roduc.t$'. f$uPp·ly. Qfe~ehpr.oduct; .egport$ elf. each :p~,uct; '1lN'X>rts of' c,,"$Q; 
(!.l(PQrtPt\·f'~ft· lin~a9t$ fQr.aQbpn:xI~cta donm$ti'c:prir;. 1:1nko98$ :for .'M .' 
prod4c;t; .. tttn.tprlGe: linK4\\ge$;, ,And£lr;<;QUntins, ident:tt1esforfarossvalqe$of 
gn:x,lw;t1on oDd' '~llOrt~) andisr:epc>rted .1nGriff1th.,RobQ.rtsQn $nd' :LlttillPre 

, (1.9.$9~hwtrt.~, .~Qet~i1ed· description of tho mQdel: i$nQt w,.rr,,,,,'\t~; hitr~,tM 
M:in ,*'4$ti~ity $$tfQte$ ~rtlS1"enl'n Ta.blfj3. 

lhis~l WAa$19nEtd .~$ .Q~",ntQfA 1.rsear ~O$lYtic.l·fr_WQrkfQr 
'1nv$stigatingwor16da1ty ,pr«iqct POllQj,. (ll1(l'prQ$pet;ts. ~(Qr.ffitlhRQbert$01l 
ilnd t.attiftOft 19.89b;: Ll.\ttiJtlQr. .RObertaonend:Gr1ff1th 1981' ;RQbta.rt~9l1~Qrifftth 
.MdL.tt1I1Ore·1981:.,~08~.,b). 'ibis. ll.UrgerMO<iillc;ontaitll. ~u.le$,fQrtbe:~Cf \IS, 
~w %.8Jland', .. Au$tra11'a.:and ;4 Res\Qf World' re$idu~:l.I.t i$$,tltP ~$OthatwQrld 
p,ri~$s and ~$t1c, ,PQli<;i.a·det*lrmina 4*stjqpt1t:~$:tsuppli ••• ~nd$ and' 
tr.de,vol\Jlt$ ... in .• ach reS}icm,a,nd the'l -equi libriUtJ,bet~enn.t.xPQrts 'andntt 

. 111PQrt~ pfall .r"(llQn$' de'ter.1'n'$ wQrldpriG.s', Whi1, this 'fbnaulat1QR: 1$: 
r.ltt1V$l'y. $tandarclfpr Jl(ldel$ of thi'$ type, it da.sp;llce T1.it~tion~Qfl 
~nllY$$$\!fhi~h ~U$Q,QI11)1 p_.rt, ofthtlArser frMtGwork.. '. 

tt.mQdQli.$,i'l\\llatfft~rQM t9$5/96 out ·tQ199./Dli wltheKOf)4lnQUa v.ariltH,. frOM 
1"tU~/~O:$.tat, the:ir.,stiMted or~ctual .. 19a$IQ9 value$" 1h1$i.$.d()n'.tQdfJf~ne 
~ bo"si.l~t.iQ{l ~s~:tJ),t wh1¢b v~ri'OtJ$ ~)(pijri.n~'l$i ... l!!tion$r;.n " . 
c~~r~' • . Whiltn~.$l"lL\t'd va·llt,~.r.cMQkf)d ~Q ,'.n~u.tt ~·"'!l$on.b1e. 
®rte$p0n4ince· ,wi~hNl(i.nttti$tQry., noatt"pt; "ls.ade to fOrt<; •• tlik,ly 
'trend •• Th$ J.M$Qr '$QrIe' 'Qf t.Mendo~nou$vartsbl'.Qv,rtM ·perlQ,C.f198~/9~ 
19941$5~r.r~parted'b): .;01 .... 2 ofl$bl'.4.,Qefin1t1onsQf t. .... variap1.e. 
·d1$(;Q$sed in t'-analY$G.$ .. low are.siv$nin T.le: :5 .• 

4!t2' 'Wgr1'$1 Mark't 9f8l91t.1Mi, 
'In tM 'fit~$t ·~WQ.e~,.ri..ots~t"" .l.velaof W9rldpri~eaf"dina 'lntottMJ model 
~r. inQre4Sf$d'lo<f'&,cr_aMdby 10 .... speotively~ In the, context of 'the l~rger 
WQtldd~itYtrade':ltQdeltWOrl'dpr1e'$ar.Qt~ken to b$. ~w 48a.l~F\d, -=QBexpert 
:pric:;e$(attbounh world: d,airypr:Qd\#ct t.tade is typ1Q.lly¢onduct,d in 'US) .. ThS$8. 
Art :.;onv.rtt)d ,t~ '$A for input intQ thQ iAu$tralianfftOd,l-:$oa 10x 1ocraa$Q in 
the world pri9Q; in $A 'h~ ,Elqu1val$nt to tfu! .se.' incr.~sa -in tru. wprldpr'lcQ, in 
$HZ., 1fth. lNZltA exch$198 .r~t. 1$.unqhan~ .. 

fbi te$ult$ fQr the .)f'pari~ntwith the to; in<tr$~$e 10 wQrld:priC$sare 
repOr~f)d;in" r_b1. 4, .a:, ~rc8nt~Qe ;eha.n~si 1r~tt. '.b~s$,.1fl\\Ql~tiQTl. f!1rat.tbe 

'chan" tn worldpric6s. C.US$S: ;chanSt$, 1nthtl AU$tr~lianFOs ~xport·priqasof 
oat.'n 1.2 arid 1Q~ 'd.'~nclin9Qn pr1~t tr4n~1$$1on~last1Qitl.~landsu~$.qY~nt 
'chtu1ge$ l'nit~ :array .ot d*~ti~ .priC:;'$.~$t1Q,whQlesaltt,'pr1cQ$ riae. QY 
bltW"nt~l .nd9~ 1;'l!i . Th&; 'Idxofproductmanuf~ctured i$~ltlr~.w'thmorf;l 
brit.r', $MPt: IIH .and ,cce, product$., and 1$$$· Qhee$Eh WMP~na:ca$tdn.W1th Qnly 
htinqrqh4n$J(ut 1n~ d~$.ticdemattdt <;hang9s in exportsurplus"$rt'tf lQctct'lZlnSQ.$ in 

.12 



.~.IRlgN._.$J>F tHi.·PAQFlTAUI=UY, fAAltlBl 
,I;n, thi8stQtionof the.' paper_dricalanalyse.arecondtJCtecl of ·~Of.tM 
·factor.$; 1d(M1t1f'fed abOve iwhich influtmca the .prQfitab111tYQfpQtent1a ltran$-
1'$IIM tradt indairY'product.,,1'he~in~]y.s .• lQY$imulat1cn G)CPfiri"nt$ with 
',$\' ecQn,.tric lJOdel of ·the AU$tralian d&:ir~ 'prQducts.r.ket. 

~.1 1M J49*1 

Tha,.uxtel '1$,.$i~]taneous equat1<>n:modelcontaiMlin9eo1M, 76 endO$llh0«4. 
varlleb les'Qover1ng.ev.anllanufaqtureddairyprOdJ.Jets(btrtttr;chGed;:$Mf>;WHP; 
c8$e1n.con<&ansed, t~oncentrat"and evaporated (OCE) ''''ilk,prockl~t$;andothtri 
dried: poWders in tha1nfant$" .1nv«1:1(;1aand·health (XIH)9r()Up)~ ,It is 
p«rt1t1Qned1nto'n1ne,blpcks. (da;l.r~ .·cow.nl$lBbera :andllilks"ps>ly ,for. fluid.net 
",~nufactur109 purpd8.s; ,doIW!.$t1c~ndforflLtidi ,anijaach QfthOlMnuftctur1ng 
productl;$Qpplyof .ach prQduc;t; 'Dxportsof 'ea~hproduct; i.rtJ ·of .e"'~; 
f$xportprictl, .link.gas fQte,chprcduc.t; ~st1cpr1cel1nka_s for' •• cb 
product; farmprietl linko9G.s;andaccountift9 1de,nt1tie$. for :gro8,value$ 'of 
prQduct10n and expprts) . and isrtportedin Griffith, . Robertson ·and tatt'h.,ore 
(198Q~).Whi·lsa detailedde$criptiDnQftMmodel:i$ .not"'$rr.nted her." th, 
ma1,n.,lastic1ty '$t1 .. t~s ,a.-e, 9iven in 'Table 3. 

ThilllOdelwasckl$lisnedaa Il'CQlPOnent.ofA 1,r90r an,Jyt1calfr~rk for 
investigatinUWQrld dairyproc#u'ctpo'lic1es and'pro$p'<;t$(Gr1ffith,Robertson 
andL4ttimofe 1989b;' latt1JflOre •. ,RPbettsonand.Gritfith 1987;Robtttson~Griff1th 
and'l&tt:~MOre 1987,1989A,b). Th'hq lara.rMO(l.,l contain$iMQdu18$fortheEC,US, 
.NW Ze.aland. A"'$trlllia.ndARestof~ld resid ..... l. It ;s :set upsot~t wrld 
pric •. and· ·dQrle$t1c,pplicies det8rM1M~"e$tic price3,. supplies, dttfIan4saod 
tt~devo 1~$1n ,ach r'SJion"and'thln eqU\' 1 ibri .. bet ",",nnet.pOrtl and nat 
'iMpqrt$Qra.11 reg1onsdeterminesworld prl~.s. ,While this fQAlUlation ,. 
r&lat1v.l'Ystandard fQr$Cdels;ofth1$ tYJ)e;.1t dQes place. 11 .. 1tatiOO$,QR 
!analY$e$~hi<;huseonlypart of' thelar_rf~-.wotk,,: 

T~JIOde1'1.sfJtUl.ted' frQM1985/S6,out tc> 1994/~~w1tb e><osenous v.r'fab18' frQl 
198Q/90 'set 4ttbelrest.i •• todorlctual 1938/8S 'Y~'luu.rh1$ is done to define 
i~ :basesi.ulat,lon a$a1natwhich var1QUsexper1 .. nta. si.lat1Qf1$,can, ,.. 
~ared.Wtdle the 's1 . .ulated val~s ,arec~tkedto WU~Ut.a ",a$oJulb1. 
cQr..respondenc,: with rec,nth1story, .• nq,attM{)t i.sude tofor",ut likely 
trends. 'The_«n$ ()fs~ofthe endogenousvar1ableu OVer' tlleper1Od1Q89/90~ 
1994!95a;rentpofted1n co 1 .... ,2Qf tab l$4"Def1nit~ons()ft"'v.r1abl.s 
di$cusse(J tn the'4nalyse$ bf;tlow are given in Tabltt 5. 

4,2W9r1gH,rfsgt 'Conqitionl 

In, the first tWQexperi-.nts, theleVelsofworldpr1c.sfeed1ngintothe 'mOdel 
are increas.a.nd'decrft.ased .by "!OJ resp$Qt1.V$ly" Inthe,cQntextof thelarser 
world dai:ry tradefJlO<lQl. worldpric.s ar~ tAken to be :N$w ZealandFOS export 
pr1'C$t~ (althoUgh :wor'lddairyproduct .~rade. ia typically 'conducted ~n $US). TheM 
arEf'con\fert~ tq:$Afor t~iPUt intQtnaAustralianMOdel. $0 •. 11. 101: 1ncrease,1'tl 
ts. ~tldpr1C$)'in tA1s ~u1valentt() the :s~ 1ncreas8, intheWQrldpricG in 
$H":.1f ,the tl1~I'A,exchango r"t,> isuncMnged. 

Tm. result$ fqr' :t~experiMnt with the :1~ increase inworldprice~art) 
rlq}p1rt.ed in Table 4,aspercent~gechan~sfrOltthe:bases1MUlat1on.First,/the 
t;.han;e'in world r'l.cesC8Useschange$ in the Austral1an FOB$xport prices of 
betwten t.t . depending on price tranSMission el~$t1c1t1es,and:$ubsequent 
chen.9'ls·~n ·ofdcMtast1cprices. I)omestic wholesale pricesr1seby 

'l. }.~ the aixofproduct _nufactured'isaltered,w1thmore 
'. "an4. le$scheesG, WMPand case1n. Wfth cn.ly 
chlngfls in t!txPQrtsurplus.$rt\flect chJn~s in 
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gy8.rant&$d Pf~iceof .nufactpringft1flktothe 1nd.,x ofPrice$paid .. 
('c)~rt,.ra~ioQfthepr1ea of ,bUt-terto the -price' ·of ,tUrgatine .. 
(d) the FOBpricewrt tm. wot~~pricQ in$A. 
(e) tM'a$.$$$$$d/m1ni.~export price wrt thEt.foBpr1ce .. 
(1) thQretailpri¢8 \tIrt thewholft$alfa price. 
(g)wrt 4 ratio' ofthepr1ceof~he,e9totht ,pricf$ of :beef .. 
(h) 'vrt the, Wholesalepr1e$;~$ no cOf\$istentretail 'sertes&~ail,ble" 
('i)wrt the export pri.:;easnt\ cons:t~tentwhQlesale. series available" 
(:J) the t=oB·un1t value ~rt t~ world ,pri(';eof ,butt.r 'in,A • 
.(k).th&, FOBun1t 'Ittlue wrt thaworldprice of .$MP'in $A. 
(1) tot.11~rts. 
(flJ)iftip<lrt$ frQlQ HflW .Zeal$ld~ 



:COW' .',-
VIEU) 
MILK" 

XP8, 
XPQ, 
X,PSMP 
XPC~ 
XPWMP' 
XPCCE 
XPODP 

Xi 
XC 
XSI:fP 
XOA 
XWMP' 
XII" 
)(CCE 
OVX 

QS8; 
t.lSC. 
.QssMp 
QSCA. 
'Q$WMP 
Qat I"' QScca 
PaD 
PaC 
PSSMP 
,PSCA 
.~. 

·POe 
PDQ 

W11lPH 
'P$MM 
PsN4 
·GVMM 
OVAM 

:i)CB 
DCa 
DC$F' 
t.lCWIP 
1lCtCE 

'Me 
. :tte(t . 

';safia :; 
Val~ 

1$19~.7.9 
3 .. 601 
,$.120.50 

11t2!56 
16~6,.,li4 
'1034.56 

, 2689 .. 7$ 
1363 .. S1 
72G",t6. 
:S.6.G~ fe 
41.$2 
43.90 
62:.36, 
9.19 
12.69 
131040 
7'.98 
,$&.1.44 

99.50 
168.05 
119,,05 
10 •. 1$ 
97.42 
30.40 
:5,7.l4 

990.$7 
1235.91 
1183'.a2 
,250a.16~ 
9i2.28 

1698.47 
~082~"~ 

i52.'28 
120.* 
161.~ 
'545 .. 95': 

" 898.6S 

3.,654. 
8.960' 
2."953 
0.942' 
3.281, 

1~ .. "'· Zi'!·U§, . 

Dome$t1c "A$$1$t,nc$' 
Upfroc.2'*toa~ 

(% 'Cbange,s: frOA1 theliase)'" 
:0.$ 0.5 
~1 ~t 
Gd O~ 

2 •. 0 
-2.:9 

1.,,0 
..... 4.0: 
'-1.8 

2 .. 3 
,44,,7 
0..0 

O.G· -".2 
2.1 

-3.3 
.-,1.2 

1 .. 0 
'5109 

2.$ 
1".1: 
9.1 
1.1 
'2'.5 

1 .. 3 
:0.8 

1,,2.
,0.4 
3.~ 
1.3 
;4.4 

.... 0 •• 
.... ·Q .. 1 

3. .. 9 
0 •. 5 

"':-0.3, 

""':2.1 
:e,,4 

$".6 
3.1 '.',,,2 

-9 .. 2 
... $.8 
"""1.0: 
39.2 
0.8 

1 •. & 
O~2 
.6.$ 

-8.3 
"'6 •. 5 
-0.5 
$.4 

0.9 
eJ'9 
6.9 
6.9; 
6.9 

3.~' 
"<JI9 

O'!,'9 
8.2' 
3',l\ 
'7. .. Q, 
.'.3' 

."1,,,1 
~O.1 



XP$:;··: A"er~geroa'QXport :unit vAlua··.Qfl)llttOI: (ibc"ucf1ng:butt~rQil in 

,:!> .~~rqial 'bM,tt.tequ1v.~1..,nt)J..'.$lt iAust.ra11·«~ " .•. '. ' 

xpc.~' Aver,.; ,f'OIJ:expc)rtunit VI1Ut1iQf\~tKtesef"./t",Au$tral1a ... ' .. ' 

,~ XPSMPt Av,raje,t r9fl~XPortuni~valufj'f)f ski.' milk p<*d,r •• /tt .AtJstrJ11ia. 

' .. ~_:: .,Av.r~9t.\ fOB.'\~xPQrtun\t, value Of'whole :B\'nk~er .,'/t.. Aus~ra lia • 
. ,XPtA: Aytr;a~ .fOf¥J"~POrt unit Y8'lUt of casein, '/t, Australith 

XpqCE= Av.r~ 'FOB eKport uf!it value of cPOdense, concentrated ~n.d ev,porated 

\:'; ,prDd\l,ot~l': '/tl l\~$tr~l1.~ . . ". '.. . '. .' . '. " 
,:X~!AV'r'~.FOIJ aXpC,ttunit value of 1nv.al1ds, 1ntant$: '~4hea1thprodUQt$, . 

''''*It,!U$tra liaoi' ......... ". .' . .' . .... ..... ' ....... .", 
.' J$a.: c

• ·1lOMe$tic.b\JlkwhQlelale p .. 1G~ :ofbutwr.'/tt,J\q~~rAlia.: 
~:: ~$tic 'bulkt;;hQl'e$~ll~ pr1~a of $k.i'ftl.fDtlkpow<tar.,' (in~lu4e$ ~SMi=flaMP' 

rdg'tut8$). !$/t •. ,AlI$tralia, '. .' . . . .' 
PSC;. .~stiC bulk wbc>lesal. price, Qfc~~se, $1$.Au$t,~11t\. 
PStA; ~$t1cbulkwholll$alapri¢Q '(lfc,sein,$/t;, A.u$tr$.li~. 
P'JWMP.~~$tiQ;blJlk ~whtil$$ale .priceQf\fhole .• ilkpowQar, $/t~ AustrAlia •. 

"PD1J: D<:~I8$tlQ. r~t~il:pr1q. of :~tt'r, .:t(t~JS¥dney.~ , . , 

.Pl)C;. . Ooltest.1creta11prtC$ .of'e.he$se" tJlt " :Sydney" 
'WTDPM: (pSa/~a~.41.(o -CPSSMP/11_0)..' . , 

PS~: Uni't;.sro~''J.l~'Qfa·nllhOl,.11k:~~rt\~·4~~,tQtJ.q/l" A\J$ttaJien 'tlVeragQ, 

val~~t; fa hit sate. .'. ..". ..' .'. . ....' .. 
GWft: '~ro~$;t~.~M8:of •• nUf.lrturi·n9.1lk pr04uet1Qnt .. ,Austra:ltantVera~, 

V,alu~d, At f~"11 :9ate. 
$VAM:· Gr¢':'~i tJalW pf~ll ;wtlOl.ilkprOdo:(:ticm,.',·Aystralflln:.v.erage. 

va.l~dat f8ff1'sate", ' . 

COW: :Oairycows'}nM11kat 31 Mtlf'chll '000 ,hd.. ' , 

VIELQ:OutptJt !Of ;",nkperCQW,OOO·,lt1 .at""l·tbS'"AWJtrll(iatl 
.MILK! TotAl.ilkpttlductiQn, HhAustral1a, •. 
DeC; Perc,..,ita ,c:on$~t1ofl of ~~$e.k9/he4f.:l/y~ar,AU$tr~li,a., 

'Ilea; Percapi.ta cons_tiol\of tutter(1.nclud·.¢l9~s d$fint!d for prodUQt1on) 

kgjhead/YQar, ,~t'$tr~11A!. . ... .. . . 
f)CWMp;: 'Pf$rcap1tacon$wpt 1oniOf w~ 18,_.11k 'PQW(""~, .·k9lhe,d/Y92lr, "Ust fr411 a. 
DC$MP~Percapft_, ,consugpt1cm of' 3idf4,\Ot·11k~der,k9Iheadlye,r,.'AU$trt\11"*· 

. o.cC9E:Per:c"'Jli'tac()m~Ullpt10rtof ect; ,pr~"ct~h ks/hettd/year. Australi4~ 

He; 'IMports Of'oChIe$El, '(loot, Aust.ralia..... . . .' ' 

MPC= AVtJrageCIF unit 'V41ue',of tot~l C ..... $8 i~rt~h $/t, AU$tral i~\l 

Xii; ExpqrtlJofbutter(1n~ludin9· ·.~def1n$d ·fo.r ,production), ·.ODOtt Australi~'. 

XC; ExportS()fC""$.:iOOott~u.$tralta!, 

XQA: Export$ of casein.. noOt, Austral,itb. 
XSMP= exPOrts. of ,ski. milk powd$r.OQOt,Austra'i~~ 
iXWMP: E,}<p<>rtsofwhQleM11kpowder, QOot,Au$tra,' ia., 

XCCE: EXpOrts of <;Qnden$~dteonce.ntrat.m~md8v~POr~t.dprodQct$,QQQt, 
Au,tr$l1a. . 

'xttH: :txport$. of invalids, infants 'and ;neeJthproduets,O,oOt. Apstr,lia .. 

',QVX~ Gro$!t v$lU •. of .export ~le$....,Au$tr~ lt~. 
QS8: production QfbUtt.r,bt,att$roil,J.tthyctrQUlm11k fat,oOOt, AU$tra~ tal' 
QSc=prOduc;t1Qnof PMeS8,OOOt, AQstra11lh 
'(;}SCA; .Prod~cti,on.()f Q8$8.in, .. OQot, ,~ustralia. 
Q$$MP: 'PrQductionofski •• n kpowder and,buttf!u,,.i 1 kPQWael" ,OOQt, AUs-c ra 110;..: 

'.QSWP.~. PrQdu(;:t1Ql1iofwholeJR11kpowder. ooot, Aust'r.l1~. 
Q$CCE~PrQduct1onofconden$6d." conc.entr.ttJd' ;$nd evoporated .prQducts , coot, 

Australia ... 
iQ$lllb production of inv$lid$, 'inf~"ts' .nd:~~lthproducts.OOOt~Austral1a. 



~. $qpp.li..1IIId ollerAll •. the 9rDS$ .UpQrt; v.ll!e rt ___ . _.tt. 1'1 .. 1n1 
tbt·pricMof' d.try·prQd~,luds toe" incre."in thapr1e.., ·Qf'.ilk for 
_\If.cturing;pu~,of.t:oUtld:§i! 5',.ancilll in,rea .. in the ;prle.of.ll"ilk 
o"3.a~ Gross "Ial •• 'ofptodUt;tlonr1. :acOQrdi,n_1y~, A '.'Inor expans1on1nthe 
,dairy· herd i.,ti· .. latedll,are greatary1elda "rQOW, :and.ilkprQdUct1Qh 
,rio$. 'JbQUt O' •.• ·f tbe~<*binat1On of 't .. r.l.t1Y.'lfhi~I'~.· .. rit..of i"POrtsand 
r8d~ dOIII~ti' ~::"'nd ,r.sult.in .~ dKl 1nei,n chaos.1JNK)tt$, inc·t~1n9 
ifIDQrtsf'rQJINW 2oaland. TftU$t tha,Aust'rfll1an dairY indultrY ...... f1t. fre:. this 
$at ofeondit1ons 1nwrld dalry_rket$. 

,For:, j,OX';decre4se in world'pr1c •• , the ... ~~lts .... apptoxiMtelY;4K1UI' and, 
Mglit'''', ••.. f($ .nddofaG$ti~pric.sfal1; ,tht a.1xof outpUt .1I)d.lxPOrt.;chan ... ·1n 
favour Qf chetlfJiWMP.~d~"in; .11k:producti~fall$;_nd8ro.s values of .. , 
prod,uc;t101l .nd~J)Qtt$fa:ll;Chle..1fltPOrt$ar.enCQU,..~,.OV.ral.' 't"~.tic 
,1nduitry iSWOfSeQff ... , ' 

TM :effect-Qf theP,$ilttUla~adcond1t,1on$in, tn-world :u.rket C)f'f.the 
pr9f1tab1'lftyof. potential. iMpOrt$ frOM tfMf 'Z"aland'can .'ao .".rSHn froa 
T.~le 6"Here,the' ,r.tio:ofthQ.~$t10:WhQl'Ml.:pri'ct to thcliMPUtad'CIF 
i.rtpric. ofN.Z~al.ndproduct1.calcul.ttd bytht,l8C4el(U ,defined 
E)arli~~1n,Table2) .. , 'NQtethat the :ba$a l,velc.lcullitions, , .... ,notflJreca.t$. 
jLt$t~'Ptoj,qtt()ml·f()re~rat1\" ,purpoJes.Q;ive,n ,.1OX ,riae1n world 

'. '~r1ces th-. .. ratio 1ni,t1~11~f' falls. froM, ~M bilS4V.,l.by.bout, 'i$fQr , .. ch 
prOduc;t'lI 'F()r,bPtttn~and c;h&uetM ratio;, ·thtnrecov.r, partially,vh11.'or 'SMP 

.the r4ti~,'Q\~"""f"c;ta,t()a It\vel:s1ightlyl.bov, ·the·baH", Thu'i·M 1ru:;re"lin 
worl~,;pr1c~s;prote¢t$ the ,c:lQIM$tic:butterfincJchMH .Markets 'fNla 11NXlrtS" .but 
h~ut 1 ittl, ~fftP~c;t. on«~a1$tanc.~eived ,by tbtt :~$tfQ _ark.to. For', 'fall 
10,w,orldprices 'the . i'MfJ.ct~ on thepF,1)f1t.b11ityr.t·i()~ar.rev.r3'Jd~ TNt. ratiO 
'rises' $Qme aQ¥ 1n t~fi'r$t ytar for all .prOCfucts, fal1$/b,ckpart.1al1y for 
butter and chetse tmt fol'SMP fall$to, 1.V.l.119bt·ly:balowthct,"'~' ThUs. 
decr'~$': in ,worldprice$incre,a$$$ the, incant1Vefortr" in ~butter and 'ot. .. 
,tnd' .hiA little illpacton '.s$1$t.mce to' :$MPjt 

4.3: ;§'xYb'OH6Jt', 

Inthfl,,"'xttwo~exper1 •• nts,theAtlstr.11~NeW Zea,l.nd .)(~,ggt rate. i$ 
·1ncrq$f)dand~.·e.Hd :by 101 tes~tivelYlt Thu$1Jlthe f1ra~ ·':,.athe'$stJlled 
1.v~lQttHiO~17:;'A1 'i.r,,1ItO '~o.NZQ.86::tA1'.,'~ 4101 1nQ~,. 'in.. tm-' 'tNz/,A 
Gx<hanQ8fate .(anappreei.t1on",ft,tlt,$H%) 1s..,uiv.l.nttoa 1~.1ncreas.1n 
th4t· ;wo.rldpri~.1n'A.1f ttteworldpr'tce in.~ .1s Qnc~gtd. 'The.refe>rothe, 
results fro. 'col.-n: 3Qf Table ·4,are'i.laQappli~1. for this experi-.nt",Fot 
and'doIte$tic,pr1cp r1$8; . the 'Mix of ,output arKl·ftXPQrt$.~han_:.·l1kp~U~1on 
rise$; "andPl'"OS$ 'Yalue$of' ;prQduct1Q1l' i,ndaxports .. r1$e.¢hMS8; 1~rt~:ara 
d1$couragtKl'iThltAuattal ian "fhdU$try :pro$per'~ . 

Fotthe ;oppoaite ,4':;," ... 10 QftNZO~10;$A1 (walch .. " coincidently si •. ilartotbt 
present '$ituation:w:ltb therat.~),FOBanddoMe.t1c.,.priC;8.·f.ll~t,*.1xof 
oqtpUt and :.X.ports(:tw\ges.=ilkprQduction fall., inei' 9rO$' v"luu~f 
p'rQdf.JCtion ·cmd •. exports f.',l~, Cheese imports .... encour.~. OVerall the; 
AUltr.lfp industry suff.rs 'fr~; a d.preei~tion of ta.. ·tNZrel.tiv,to.t"tA~ 

ThatfflOtDftbut· :lia.tUl.ttKt, vari"tiQf1$ in the tr4fls-T~ txchan5J8· rate on 
tboprOfit .. tlil1tyof .:pottmt1.11w>orta fr. tfeW··Z,.land ~n 41$O.l)eSeAO 'frOM 
Tobl.I.Rt .... J l.'fnT.J)1.:4~bov •• tMrpults for t"8){Ch.n~' ·r,at .• 
• x"r1~t.~r. <1dent~p, tQ thQ$eof 'the 'world pr1·C8'.x.Plr1~ta*An 

. (.1pp"tcJaldon ~Qft".HZ~red ,to th •. fA, lead$to9r •• t.rprot.~t1onfor t~ 
~t1cbutt.rand: ~ •• rket$,whi'1 •• daprec1atiPll ·.1ncr"llse$ ,the inctnt1Y8 
for' ·tranl-r.-ntrldJ inthe.,ptoduct$l! 
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'4,,'4 QlPttf, !tt:MIJ'lM9,t9 $U'trtl'1~, 'pr~Y"tJ 
o ' 

In, 'thef1~1'tW'O.x,*r1.~Qf ttli. $eQtlon. 'tbt ,.~r .. Of ,protection afforded 
" .A,u.tt~l'i:and.try iPr04~t.nUf4ctu.r..r$ 1_, inc~ped~ ,and .(; ... a~',t •• PtQt1 V.ly. 
,l"Q*i.ul.t., incr.a$$'ng' prot.otion. ,'ther.tic. ·oft ....... k.t .u~rtP'_nts·to 
the ~tr~11an .041 • ., COrporJtrion,lltniMt><po,tt pr~e'$" :fnf tbt Major :prod~t$·i. 
raf .... f .. ct,.·current leMl ·Qf :0 .• 20 t~ O •. SO'.(tb9il.".l ,prQf)O$ldintbl19$6. " 
e~t~t., d'ir.)f.t*.tlnstarr.fl~n~$).'Thia .1~, $IU1Y~:1.nt tQ :8.3S ,Qnthe, 

, 11101 .. ·lXpQrhpr:lcGO.r ~.Mon ,the ,~st:it ~1'I.l.pr1~, ... To iiM1_" 
dJer .. 1n.QProtect1on. t~r,tt(): 1$ 19wer$d tOO.1,Q". This". OClu1~.1ent ·to$b2' 
Qff tnt ·Mini .. expQrtpri'ce Q,r l~Qloff ·to. t:lPMe.t·iQ, whelle.l". pric;t. 

1M it.stllt"are n.PQrttdin T.blo:'4 .• ' c()1"',4.fQr tt. eise ,of inetta"," 
·."'$$·1'tlnet.. The,G",~ 1n<:nta,. in thcl ~tic;whc)l •. sal~ pr1~f3.u." 1ncNtase$; 
1ntJ\e,retailpriql.aot 'buttcu~ ,.o(t·chleae Qf' '3.$ .$)d. 4;':91· n.-.pect1Vctly,attd .In. 
irn:r.a$l·of;~~'~in ,the price for_nuf.tetu.r1I1g .. tlk •. Thea.Viu~.9tpr1~fQr'11 
1Jl1lkri"$3.R with: the '(lrQsJvalueofM11k prcmuction,'1n~r •• ain9,;byoyc!U~4I. 
Thtsactwls"in prlce"r«tsult 10·_11. ,c:ltc11ne.$ to bQttlr ·and·. :c"" •• 
cQn$_tion, .. 'bUt little .•. asurllbl •• ff.ot$. on thG deund for t .. : othtrpr<»dUc.tJ&. 
The.pfQd,lIct1onof ~bUtt.r'tqhe'$8; :$MP ,,~the ceE group of .prodUctl,expand,.t 
t~~$Xp'nae'Qf_t q,uin .• nct the '1 III Rroduot.. ExportVQ1 .... 'ehan. in 1111' 
with ·t .... c~Qesin outpu.t.1x. a~d QYeraJlthegrO$$ 'v«lUJof·')(PQrta 1nor~"'$ 
'by t.$$ than '1=. 1M .inere •• ,1nl t"fat'1lprtc~ Qf.11k.t,i"l.t.s.x~"s1QD.Qf 
'tM d4iry,her.d ,.$0 th$t .-ilkproctuct:1on iner ••• , by ·O.·G~" 

FC)rtbtca$.Qfd'Qt.a~ .. ,s.1,atan¢." thliltPac;t$lreoPPOs 1t. ""$1 an and 
approXi.t.ly$qtJ.l1niMgnitqde'~'~$titwtlQle.al.:pri*f.l1by· $jt~ •• ,.ilk 
production ecmt'ra~~Mrg1n&1'Yttb6, .Mix <If prod~ct 1onan4 " .)(~rt. ·q"'n~$ •. tht 
sr~ .xpOrtval~ f.l,]$by,l,"s ,ttl'"' 11 ,.ndt"~\1ro$'ival .. ,bf·pradUc:t1on f,11, 
by 'o,.r4* •. ThO$ thtdoMst1c. indq$try '$yffer$ frQlt ·a. rtdUQtKf 'lev,tof' . . 
.$$1.$teru;fl" 

,Again.t.., .ffet()f' ,thed silQlated'variationt, in·thl deer .. ·of.ui#tt,ne. 'mJ 
~."·prQf1tabiJ1tY' 'o.fpot~nt1.1 i*port.fNIA '.,ZM"ndcln 'be' '~fr~: 
T.bl •. G..He ... the.ffl<;tof an inere ... in .•• ,i,tance vi., en in<:reas8 lnaark .. t 
$uPPPrtpa~t$1' In,, inertia.1tl ttw. c41·cu14tfJd 'r,tiQ of ~t :8S., the $MEl,., 
tM inc"'llfJ .in ·tho ,Nrk.tlupwrt ~)'Mnt'l Thi_,DCCUr$, for' . Neb ,prQdUt;t,.lnd' 
provides '. ,.trQn~ in,cent;"tt .forillpQrt$. 'When: .,-'istan~ f," ~·thtoPPO'1t. 
1"Qtsmult., 'With ;t'-,~.lt"lltecltlttQ ~.111ntf ....... ' btlCNtbt'IHl •• l.v,l,. 
,(1tMttrp,rottIQt.1on i.ga:tn$tpotentialitIPQrt$ 1$,ffQrdtdtt.,~ati(:.rk.t$. 
For,'b,Utterand :$MPthtae last, .. xperiwmta r~.ult 1nttt. 1,rlUt chan •• totht 
inttnt1,yu for .1itlPQ.rt-, Whi'll for ,C~ •• thlWQrld:pri,Qf/.xehanQl r.-to 
~)(peri.n~.1 PrQvidethe :$J"'.terc;htJnve .. ~ 

1*, •• AqrW)I~- ZiW,NtP .JHe)BtS. 

ln" tb1$ ,~t;ionot t"'p.~lMJr $1-..1J.tionftx.,.t1Mnt" .~conducttKf to.'.I.$ tilt 
liktly 1..,.ct,ontM A\l$tr,.]1~ul; d.1'ryprOduc~_rk.ts Qf im;r.a$lldi~rta.:fr~ 
Hd Z'~l .. nd., ,.frre.J)®tf,v.'of vhetMrtheapprQ,pr1lttJ incentiv •• tx1st At the 
ti_" .Four separatelxper1Mnt$/are, ruo ovar thOPtriod~9QQI91. \!I~ntrad$ will 
:r. frtt. 'to 1994/QS-iftlPOrtJof !butter"c;hee •• nd 'SMP·~.r.t.l) '.t,. 'lev.ll, 
apprQxfut1ng $1 (llthlba. lev.l~ .of~$t,1c,·cons.....,t1on,.nd J';~'n the :s .. 
1'8'1,10' illPQrt$ :Qf ,'11 thrtct iproduct$.for ·~h6ctle,tbe$i"l.~1mport 'l.Y~l$ '.r. ,.ddit1onal ,te> current1I1PQrtClt.Ulnt1tits·. The t'eltwlnt,qUant1,t1es,ar4 ~.15, 
5.15 .tuld2'~50:ktfQr;butt.r:, c~ .. ,,,nd 'SMP,r'$~Qtiv.ly" lhe$. ·thr"produetJ 
:art ~n.: "'Q,u •• thet h~"'.t'" large$tdOfle$tt~.rkets(althOQ9h thQ.cce 
ii,roup ,.1$Qb$s Qlesof around. $6 kt,annual1y)", . 

Ap.tt."r<*~dina thes.~ :qu.nt1t1e$in.to,th« d •• tic.rkQt b.l,nce,fdtnt1t1t., 
.... '.'I'-PtiQn$b4d to •. bt: ~.abQutpri~ai~~t$ btCaul. efa 1 i.itaticmof 



,., ''t'''' .~1.~ti~.,rl1~r.i'lt .• rk.pt-ic.ohin.,. :.rt ,.QurqtN ,in: the . . . 
C:'1nt."'~~iQn.,t:,.rk.'t \end in th,isuae::Qf thf,Au.tr.lton"'llt"knn~ tlon&..r. 
'tmtl4"$.X~U~h 1M rtl.Vtnt i~.t.ic; ~nd al,tt1citf.,\ .at' •. U$8d to 

. ··~I\1"1t.dti.l ,gr'h;e: r •• ,qt'i~ ·fr(JI:z1:btl inor4a$td' qUMt.i.t1,aflowinQootQthfr > 

odallolt,ic :.-rkflt .•. Bleau .. 'Qf ·'the1nela.t1c,n.t~rt:. Qf tM :dOlle_tic ·~mt ,fo.r 
(J,'dt.t.TYprOduqtf. 't:MSttprtOiJ. ,mc;t"lans .. ar,equi.te l.r ... lht rel.t1.Dnlh·h;lbttwMn 

~iry.:pal1.QY'Htt1n9a ;and cckMtfl$t1Q )"MPOr_t.r.hu~~.nt.1Y ........ ,r.vif8ld 
, .by· Grtftitb"t;attiltOrf) ;J.rtd: .~rt$()ft (1$8$) iI . 

'the: rtspl"oftbIQ 'tpur-e~~ri.,t.artr.f)Q~ '1,n tabla t •.. ;t09l~r . with .. 
:newaetof:~ lillUl.ti.OD ',...ny,lUII'$ fQrtht:Ptr1od .'t~90'$1~1,9Q4/9,S~ For ,thea 
~. :of.~~rtaof.~t,~.onlY •. d<lltst1,c, lNtblrpri'ce$ .f'llan4 tilts} flow,·qn 
tntor~flt'flSt't'.11k priQt$ ._nd'·. *'1'1 .. lnthair'Qaavalu. ofproduct.ion p,':" at:_~ ·cow.n ... r .. ~cl''''an<l',.dlk .:prod.g9t1cmdrOP$ ~t. O.a..,h11e. 
,dQ8atiC: CQn$..,t~Q(l.X"nd •. 1)bout;,_~ TNun .... l .. t'r.l .. fall 1nP\ltt.r price. 
caQ$8$: •• redQct·1on' in ,bUtter' prodUCt;1oot t.*the't with tM ·'aMP 4nd ;c..efn 
lbyprOdtlCtS.t . and·. f.,ll in eel outptJt~()utp1.d~,oftn.'Qt.hJrprodw:t8rh".~:export .. 
·Y()l .. ~an;. to; r.fle.:;t· thechl:fl$l8,1ns\iPP11e$; w1tbal_r;se.win'Sl ."fdent 1tl 
chte"P~1Qft .nd'XJ:jQ~,.Th. '.iro.$ •• Xpott 'vJl.r1 .. 1' ,2'"a. 
Forc,*" 1MPQrt •• t. ,yrutfU-'.1.v.l.th.n.'tht,ba ... ~.vel .(6~1$.·Rt, on' ~t aQ 
'kt). :doM$$\,i;ceJM,a .prices fall and'-'nd1MAI"s11shtlY~'ionv.rthl."', 
.r •. 'no flQW-on.ff~ts 'to ··thefa"" lev,' :~a~~the1lJPlledY.l,lMI'Qf.iry 
ptQdUQ.t.S., wbichdfat.""'1", thefl'" priceoflMn1.ffacturin,.ilk., 1$ c.Jc:ulltad 
'fr:tll\ itM:priee$. Qf~tt.r :and .. 8I8>. tM f.l1, lrl'e~"pri<*'c;auM$. drop1htbfl 
,prodU¢t1onof \"~"pf '~. 16 •• nd M 1nct ....... 1n ttMl outpUt,of .• ll ;othtr 
ca.teaori •• ~, £j(p~.,·tvol_$chan" in,the ... , :F3tt.rn, w1thJ;hM .. '.xportl 
f,'11ng 44', ,~nd "roS$.f,XpQrt v«l,,'allsjustQVet' 13~ 

$MP". 1I11lOrt$rft,Qlt in .• .,...t..ntt,"wholpal. pr1~ filll •. '~ .. ot·t"Y.N 
itlll1#1t -'l1d fQrSMP, .r""P$ttern :oftbc '.Mulot .ffKt$ i •• i.,1.rw th.t: 
for .bt\tter,.lthQU~cOns1df.tr'bl)fQnaQt.r ,~ij .. :ofbQth ~. hipr1nitill 
pt1~ 1~ ,andttMt :Srtattr. priqa~tr4nudQiOb ;el.stic1ti .• '; fQf SMP!W ... T'- 'fa .. 
pr1ctof ._:Qfa~tul"1n9.1:lk f"1.,~1Iwtrn. ~ht f'.mpr1~ far.l1:.ilkfal1,. 
tSl,. '1" 9roQ v.l\.M1of ·to\Jl.ilkO\&tput f.11. 1 •• .,..t1c ... nd1, 
It1 .. 1"t.o only Ntginllly .,In(l·,,i lk prQduQtiqn dflcr.a._'by'~. 'l'nare1$a, 
$ubetlntt'1.~ubstit ... t1r:mbtt_n the tWfl ~by~tod~ct •. of~~.r ,.,~ion.; with 
SMPOUtpUt f~ 111ng 211 a,ndcasein output. increts1nl 5$1$. .'¢C~. ·mttput al.o falls 
'SQb$tMtially., ttli •. pattern. is r,fltcttd 1n,.xport$withvttr/1..t"H· :shifts in 
$MP*~"fn and· ·CCE$hi,.."ts.l'he "ro.,v.1Uflt,Qf.~~ :ftill. 6li6a'. 

FQrtt8final;s.iMUlatiooQfilMPQrtsotallthr"prO(fUct •• nt,ringthe 
.At.tstra.l1an~stJc:.Mrkot f.r0ll1990191.tt\e'A99l':qtte r8u,ltsar..".nt.il,lly 
*<Id1t1lJ •• c'rOl$t"~nta", ThU$thereiare.'s\lb$tant1alprie,: fallsfprthe,. 
p~..whichflQWon totMfa",'1.vel;$ubltant1alsh1ft$inttMl product 'Idx 
ofi da1ry·.n:ut.cturt· lndexport,: ;«nd .r.gr"" .. at, 'iMp!!ct$ on doMuticc:r..nd: 
:$lda11k produ.;t1on •. rhGgrQl~v.1U80fprtlductionQf all .11k ' •. 11a by 1", 

,'. :Whil.: W9roalv,1$! Qf exportahi_ntl fall •. by; Q. 
\\ 

' .. ~t 1.rtcotn1Md; that 't"',fona .ofth1sver..1,OQ,of ·tllt ,A".tr.li.M. ~dI1tYprodu<;ts 
\ ,~1; '(f()e$prevtntf~Qk into t"~st1c, .. tk.t of .tht,.r.-rcu,sion. Qf tht 

'chan;9tl in '~pQ·rt ,1)( on the wotld pric., f()r the var1ousprQdw;ts. ThUs ,the 
,-~illQlat~1~tl ar.uPPtr~ltopo.'ibl •• ff~ts.although the ,)(tent to 
which thIM~a.)(~; •• Mb,.· cc.-prehEuu$1v •• ",lu6't1on 1. d1ff1cQlt to 
~r', 



4 .• 

cow 
"XLI<, 

Xi 
f),Xo, 

XSMP 
XCA 
.X\IIP 
XII" 
#tE 
tWX 

,QS8 
Q$Q .. 
~ .QS4I4P., 
'Q$llH~ 
,QSCCE 

,PSS 
PSt: 
'PSSMP 

PDB, 
PDC 

NTOPM' 
PSMM· 
pSMf: 
'G\M4 
rwlM 
fJC8' 
DeC 
OCSHP 

JI"" 

1,",'51 
:0110.,18 

,4,1 ... 30 
43.05 
01.M 
t~20; 
14.61 
13 •. 40 
'8.'03 
alt~74i 

19~25 
'1.&7 .. ,94 
'111".9$: 
'iO:.2O 
QI~3S 
30 •. 40 
S7.:6G 

t02~M 
12~.91 
110,,32 

1GtO'.6A 
2083.57 

t62',.14 
1.2«.« 
151.41 
545.5& 
'11.23: 

i3.'G6 
tlfot 
2,",~ 

t.CblnSt. 'fr .. ' thl .'~l 
~.3 . ,~t.1 
... 0 ",:$: ~t,.O . 

~'S." 21 .. 8 
-1' .. ;$: 
..... l~O, 

'.$ 
-23.', 
a.1 

.... 4_., 
'.7 

~t.o 
-I,a 

0.8 
-'1.3 

II!!Ola.i~3 

~a •• 
-a.5 
",2",1' 
""":3.9 
... 2.\1>4 

~ .. 2' 

3,.,3 
·43lt$, 
0.0 
.211,2 
1f~,'l 

11.8 
"'1'.,3 

'",4 
'-15.,3 

m .. o 
\4 .. 4 

10.7~ 

.... 11.6 

-12:.4: 

,0 •. 4 

i." ,.'1 
"""5'1'.4 
~.',$ 
(/ 

-1 CO: 
-8 .. 5 

,o'~a 

-:~,f." sa,. a 

..... 10.8 

~33.$ 

-24.7 
-21.1 
-12~6 
~!3.3' 
'~1".1 

o.t 

... 1..9: 
-t",3 

~8:.l 
',-f7.'1 

J;2~1 
fi3,.9, 
19.1' 
1:'.'$, 

:....67~:2:' 
-$.8 

~~ .. '2: 
-8.1 
... 21 .. 3 
41.' 
14.4, 
0.:$ 

"""9.A 

"'1,3.$ 
·11.G 
-33.$ 

""'0.7 
-12 .. 4 

, ..... 21.0 
""'24 ... 0 
.... 14.5 
... at~o 
-iO •• ' 

2.! 
.0' •• 
O'!:Q 



The ftJt~tt 1"." J)f' ~titiv",.of ·.Nw .. % •• l.nd·~: tbe,Au.tr.t1~> dairy 
-.ark It ,will .~. ir'll~to .',..r .. ·o:f,~f~tQr$1p;ludtn9,.)(eban •. r.t.i.IIOV ..... tl. 

, 't.vel'#,qf 'inflation,. .·.nd·dev.l~t$'in,world,"nd.!'fM"·$t ,.iant,f~t.nt 
.f~~,..v.~w111be ttw ... lau'1ontbip,bltwten Austr.li ....... tit;pr1Q~~1.:nd 

~r14p,r1r_" ~,"t __ ,trw!"'T. __ IIJ .. andother .)(~ ... : lettl.m,frti9ht:rat ••• 

'ThI,.1." t,,.QtIt'lOOk. ·for. world .0.1 rY'Mlrktts·i$,encourag1n;',ptlf'tictlla,rlyfor 
'.dafryProt .. , •. ill p.rod ... '. U(:tS. fll .. thouih .•. tbe ..... r. il .. ' .. Wl11k. tlyto .be ,MY. ' ."$nif. i.c.nt :pr.1~1 
~v.r'for buttftr ~flt,. :,...1 .. t*n.lnQ'pric •• lr.,,1k.ly .tor .. tna~t,d 
l(JAn '.1111 .. " 1.Y"'ir~.r t .... bUllY .~ of ·Nw·~.l'.nd on world 
Mrk.tl,w11·\ ,,..ault in :r»nt,inqd pr .. J ... na·tQ $Mk-*tprofftJbl. Nrktti. Tbi$ 
prop ..... ' 'W111'"i'l~rontctr,*,u •• t)f th«nMluct1,QfJ in ;NewZ .. 'an<l"1 'leeM' to, 
th. :UKb1lt,~r ... rke~ •. w:bich will ,..1 ... ; qQnsicitrtbl. qUJQt1tt. cOf.ilk for 
,xport. to .:alt.m.t1vl, de$tin.ti1ons~ The,. 9tO;.raphicpro~i.·it.yot tI1e 1.,... ,.nd 
PQt.nti'al1yprof1·ttb18 AUI,tra.lianlUrktt 'ia l'ikely tQr.$filtin fiQ,.. .. th$n., .. 
\cur$OrY'Ql~.otOls t. .. t ..... 

80th ,thtAustralilR'.mt '"., ,Zt.landcQrrenciu,tr. forecAtto ,".kenntl.t1v~ 
$Q'tbt,U$. ,,~, ,E.C ¢urrenci$s~tbftv.t .' . fQrM:.QtQrttt,rrelatiV8 ~rtCilt1on 
for ·.New·Z,.lancs,dllrtault in · .. ·,lPPrec;i.t.1on of t""$A with .... PtCtto the 
,tNZ.lld$ :w,itl\ ifIPlyan1..,.rov .... t 1nithe: CQMPet1t;iV;t, pQ$it'10ncf ',..Z .. lMd 
pr~rs.ttl.~iv.;'to. Aus~r .• liln ,PfQdq<:$r';t .. both 1nAU$tr.11 •. zm;1,co WQrld 
'.rktt, .. ,.tN.thtl.1~entiv.$ for trem\ .... T .... ": 't,r,ade'ra. ·HIw·%G41And;;ndail)' 
,prodU\:tslrt likelytQbt 1:ne.r •• Sld t,and tbeo~t~t1v.nes$,of '""ZH1.rut 
'prQduqttn third' .urktt$, w·nl Ct, at, lust .. ~nta1ntd .. ! 

ThfratioofAu.tr.lian,~.t1f;pri,*".I)t""f~(},ty:fC)r.-JorptQduct~, ffitb 
",.Vlr_8I," 'H&tt Z.al~ .FOB ,pr1,c"CIFAu.tr.l1.tMiCAt~\t~t 'NIW. ZH.~nd \14$ 
cap.,l. 'et" ' .• nttrtngtNtAU$tra11an urk*tprofit..,1,y Qver 'thtperiod1971118:tQ 
1'"J$5~ Thi •• yhlv, bMn,attriblltlbl'."nly:to '~""~$tic ... rk.tin9 
arr,n __ t$ Wh1d't OpiIratedinAustr.lil\Qv,rthi'l>4It1od,:Whi¢hhad:.tM.,ffiCt 
,of' M,1ntlfldns dQMat1e,pri~. ,baY, U.'equ1va1entworld'prtcp·.Chan"' •. tot" 
:arr: ... ~tJoa .. July; 1.19~6 'I'"likely tonad~ tblprQf1tabi11'~' .QftrQl
T~tr4de' (ifnot.liainlte, It ,.t,italyl,.aa,p.pl1'cyof ft'tW·~"'and:i.port 
Plrityprl~in9 ·.M$.o.n .fldc>ptad ami .1s, ... be1rUJ:. 1"P' .. nted, Thu$ .t.,·s_ratio., 
ca.l~ul.ttd.· 'for, 19:$S/86toltQa/a9;ibdic:att tbaton .• veragaAuatr.ltewovldn.v. 
bMn.·anuflPt'Qf,tabl' .. rJ<.t fQrNei .Z •• landpro(luct.' 

'S1 .. 1'~1QrJ .x.-riMnts with ·flO· ~.~()JlQtMtri~'MQCfGl .oft.htAu$ttalian,d,adry 
,pr~t, .. rkflltatt_t:to ._a$u.ref1r$tly' •. var1.tion$ .. 1n SQ118 '0' 'tM"lPjat 
f .• ctQr$ ·which ,.rt.thoughttQProv1~fncen~1ves'fot'tradt f \.nd·$.~ndly,.th. 
,~t,of ·shiPlllnts:Qf .dairy .produQt~: fr-.kirlZ •• l'.nd frOM, 1990/Q1 
~td$l'; 

The' .r.'liltJ~ •. ic.llY .conf1 rM.QUrpriorMtionsofwhich factors .• nhatl<:9the 
potet.1.1pra.fit.b111.ty of tra" .... T.~q,try'producttrAdt .... ",. incr.aH in 
worldpriGft· for' , •. 1ry 'PtQC.tuqts.~; anappr'Q.iat:1on of the $NZr,lativ, tQtho$A, 
Md ,.n 1n~r".M, 1nalJiJtaocetbroqgb bigbtar .ar.k.t, :$uPPQrtpaya.nts; 8.11 bJnef1t 
tn.Au,trOl1an indultrY,nd 'Ingtneral help inprQte~t:in9 thl d~$tici"'ldustry? 
frQl i.rt ~titl'Qt1~ Th'.~$t1c1.ndU$trY.1 sworse,off.nd tn. ineent1v,. 
for 'iJP):rt$,f.r .. , ··Mtw··Zealarw;lar, .stren9thenad bydaqr.,.1ngworldpr1cts,. a 
dtPr.1.t.inG'fNZ and·de<;11rdn~j.doMt$tic. ·pri.ce$uppQrtlO 

:Hew·Z •• l.ndi!p)rt •• ra, :ptQj •. Qttd,toh,v.s~_jor· i*,p"etson tbttAustrll ian 
'd.iryph'Jd~Qt '.rk.t~Th.re,ar~ $ublt.nthl1:pr~ce flllswhicb fl~t)t1tQthe fanrt 
1.v.l ,,$UbJtant:1a'ah1ftsintheM.ixofproductsunufacturedand a.xPOrt~tand 
tdtn1fttlntrlduct1MlhttM·SfQS', v.l~oftftl1kproduct1on.ndel(port$. 
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