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~. 3:00.t- between Awstr.liaanci Be. Zealand are,atldl1ave 
lQ~ l:IeOll,the alaoat Qcluaive r ._neof Hew Z_lana end 
AWIt:ra;lian IIb1p ("pax.tors. 'lba..:. '.lCclu8~:vit.y baa bean 
preserved for l~o~ :.'hip opifl:atca-lI .or'O'f' b:" ~.. ..rita ot their 
cOlDereial penorJl5llt:e, h"r b~· ",«SIt t:,. !.eqi.la~ion,. but by 
tbepowe:c ot the tlniai"l -.ovaen",.l 

'!his paper exaaines t.he effects of opening trans-Tasaan trade 
to Bhi.p. and crews of ~llcC'1.tnt:rie.. It take. account both of 
the adVerse ef'fects ·of lo.,~ of .hipping revenue to th'$ New 
tealand and Australian .hipping induatry, and the beneficial 
effects of access by Australasian shippers to cheaper trans
Taaan freight. It examines bg:tb the sectoral and the 
ucroeconomic effecta ot such a Z'.f~ra. 

The_in instru1lllent of this analysis is a linked 'len1lral 
equilibriua _odel of the Australian ana New Zealand econo.ies. 
The underlying data base and specification of the model draw 
very heavily on the WALRAS model developed by the Growth 
Studies Division of the Secretariat to the Organization for 
Econollic co-operation and Development (OECD).2 We should like 

1 Ref. Federal Bureau of Transport Economics, Australia, and 
Hinistry of TraMport, New Zealand, Reyiew 9f TranS-TABon 
~, AGPS, Canberra, 1987 (herafter cited as 
'Review'). :In particular, p. 144: 

ft ••• foreign vessels are in fact excluded by trade union 
policy and practice." 

and p. 217: 

"It 8eGs clear from these relative costs and freight 
rates that locally crewed vessels would generally find 
it difficult to compete in the dry bulk trades if 
foreign crewed vessels were permitted to operate." 

;.t Full details on the specification of the WALRAS model and 
some preliminary simulation results are contained in 
Burniaux, J. -H., F. Delorme, I. Lienert, J. P • Hartin and P. 
Hoeller, 'Quantifying the Economy-Wide Effects of 
Agricultural Policies: A General Equilibrium Approach,· 
OEeD Department of Economics and statistics Working Pa~ 
~.- I!!'e 'I"l_ ...... .: _ 1" .... , t. '1000 



to' ~dl.. :CUJ: llt>,pr.clatloDof' i:b.co .. ~peration o:! 'tbG 
'secrett.t'i.t. !u~1& 'tallk.~.s.cr.taJ:lilt ttl not bF~'V$l;' 
rflllPQtpf1bJ..tor tb- particulu lIOdel ,etploye<t hf!tl:8,nor tor 
OU~ ,ana,ys •• oJi" ,int.q,~Qtlon o.f ~lt..' 

SectlQn2 Oftbe SNIper ptt •• eta dai:a on APt-raltan anel W$W 
Z.a.l~,.b1ppi.ngt and SeotiOtt 3 ell.CUII... ,tb.ln4uatty 
stnctUX'.Q~ tr~.~~ tt"a4.,tbe union .agre .. ent. which 
hav •• l(c;ludfld tll,irdcount.ry .• hip Qperatot.1J" from "tile tra~G,ana 
the "tlCope toX' trei9ht. eo.t Sf!VUg8 !of i:bat exolusion W8t:& 
lifted. section.. outlines the v.X1Iion ,of WALRASa.velopedby 
staff ?,f th&, IndUstri... A •• is'tanceCoai •• ion (lAC). sectlqn 
5 desc%'ibes therefot1lscenar10 atI4 SectiQn 6 pt'oent.. the 
simulation results. A a~~~andconelusiona are pt'ovided in 
section 7. 

~be value of trans-Tasaan trade 1s split rough1y equally 
:betwt!en Australia and New Zealand. In 1987 oxport. from 
Australia to New Zealand (eastbound trade) accounted for 57 
.percent o~ the total value of t-rans-TasuD trade, which 
amounted to $A 1400 .illion. 3 

Australia is a far lIlOre iDpOrtd1lt trading partner to New 
Zealand, than Hew Zealand is to Australia. DUrinq 1987 , 
Australia absorbed 12 per cent of New Zealand e~PQrts, and 
supplied 17 pet:." of her isports. In the same year, New Zealand 
accounted for only 4 per cent of total A~stralian exports and 
iJtports. " 

Trade between Australia and Hew Zealand is concent.rated in 
'Emufactured qoada. Each country is the other' s largest 
single export aarket for aanufactured goods. Although 
AU5'tralia I\lIlQ New ZeuJ and are both lat'9'e exporters of rural 
baaed prc.4.ucts, trade across the Tasman of these goods is 
relatively low. The iIlportant goods in eastbound trade are 

3 United Nations(1987) Commodity Trade Statistics. The total 
value of tranG-Taaan tl:'ade is at FOB values. 

4 Trade statist-ies are based on da .... a at FOB values from the 
U'mited !1~l!lt1ons(lg87) and freight information from the 
Review. 



:_Qll:~' 'Il)$ t~~ ~i~t~ iront .te.l and· _tal 
~~l 'p*k'Ol/ •• :p~=-:~1l"1 &U14 :.....tlcd.n... :fh. 
~~t;g~ :£0 "~~.4 •.. ~.,W<t04 ~ :WOOd.p~oauctst 
_~;' ·11 .. ~0Clt: n""b~11 .. , !~tetttl. :pl:Qdw:.;".,5 

ll~lt~ .u4 ....IM1UKl,~~ 'att«~~acro. •.. ttlil 
.~ .~ t.Q .uotltt1: ~tt"i...", ~fn\tecI ··tn '~e:l",·1 
.~, .2,., '~. l .. to~tlon OD. jftpO~ lrdlcoto. 'tile ~t:tut. 
·att!.~"w.en~ .. ~ • ....n .~. ,.t~, an<! '-*PO"- to 
t:IUI n.t at tb.. worl<t... ~. ~"4ata ,alfO indJ.~t. til. 
l'.~~. ~f '*~.c;b:Q: ••. 1n both countrie.,· bpott. fu. 
All '.~ .. , ·ana tbe1~ ~rta=- in trana~ t~a~. 

Host cargo traded bet.we,,:n Australia and Hew Zealand. ia 
transport.e4 IlY sea. Uthaugh water tnmsport accvunted for 98 
per oent. ot the to~l waightot goods traded .between Australia 
and Hew Z.aland in 1986-87, it accounted fo,," only 68 .per cent 
c,f the total value of trans-Tasun 'trade. Trana-7!uaan air 
cargo consists IIOstlyot unufactuu, but also includfls 
livestock and fresh food. 6 

The trams-Tanan 8hi.yp ing urkat can be divid.ad into bulk and 
nan-bulk cQIIpOnentlh 'rite aajor goods shipped in hulk are raw 
a.tnerals, grains, petrol.WI, aDd coal. Hon-bulk carqo is 
qtt.nera.lly shipped. ill containers, and includes food products, 
dheaical. and .ast. other aanufactures. Non-bulk cargo .ada up 
30 per cent of total tonnage in the ".:rans-Tasaan shipping 
.arket in 1985-86. 43 per cent of this was exports from. 
Australia to Hew Zealand. !n the 8918 year, eastbound freight 
IlCCO't:nted for 70 per cent of bulk freight. tonnage. OVf:Jrall, 

5 Australian Bureau of statistics, Foreign Trade Australia, 
x.porta (catalogue Ho. 5431.0) and Foreign Trade Australia, 
Export. (Catalogue No. 5436.0). 

6 Aatralian sw.. .. l&U of statistics, Sea and Air Cargo 
COIIIOdity stati.tics (Catalouge Ho. 9206.0). 

1 The 'non-bult cJ.~.if1cation used includes both liner and" 
,ai-bulk .h~Winq. 



('0 ptJ:C*ltat;.11 t:~~ tl:aa. .~ weight was .. ~.:.' 
.~ t __ ~.~, .... i\i.ppinglAX'ket ,_ tJupp11.aal..-t , .. tire:'Y 
byl.' •• lUd .1U14 ~.lIQ'.td.p ~tO"... ~ .. ,''It.;tlIlt1v<< 
"dU%ft.~Q ,.. 'Uld4 to 4uo~ 'thW dlvuion, 0' ~ '.u:ht: 
~~AU.trali. iIbd .• ""I.~1l#d.!'b.f1~ 1ab •• .a®th. 
:oat;tona11tyo~cr_, ·aat!the MOO.. .1. baled on .Q~ny 
O'Wenb1p. Bytlle'fipt crlt..r1onofct1lW D&tlon.llty I,lfew 
1 •• lan4l1llPPli .. ,eo ~~c.ntof: t.be .non-bulk. .bipping lRt:ket, 
and. 30 pitr ~tot ttl. bulk '.1:ke1;.ort, tlt. ~.i.;.of '~ 
OWMX1Ih$p, ~ non-bulk -.rket; is .pllt. ~llY 'beween 
AUlltl:aliu .and XeWZu1and, and •• Wlf:'ala!tdsuppll..onty 1$ 
percent of tbehUlk lUlrket.' 1'h. _jar ~aaon 'WhY thatwa 
...-un. differ is that the larg •• t. liner.arv!.:. operatot", 
Union Shtppiug,operatesOi\ly Kaw' Zealand cre.ad fJhlps. but is 
half Australian owned (by'rN"r). 

The traDa-Taa.an sb,lpPUlQ aarkat repr •• ant. only a ... 11eh8oro 
of' til. total revenue of Australian: and •• WZMland.ship 
opeJ:a.~,.on;1II> For eQlAple, the two large.t liner •• rvlca 
opentor:. ( Union Shipping and the Awltralian National Une# 
which between thea boldSS per c.nt of the trans-Telsaan liner 
... :rket) raised only 85 pel:' cent of their collective revenue 
froa trans .... Tasun shipping.l0 

3 .• 2. nQ "oloiOD J)]' JlUltlat1 hions of J'oZ'.:1p cr .... 4 
Va ••• la fJ:OJl ~zua-'f_U "n4~ 

As abown in section 3.3 below, the dOllinanc. af trans-Ta •• an 
trade by Hew Zealand and Australian operators doea not appear 
t.o b& the reault aiaply of the price and quality of their 
•• xvice. Rather it i. llaintained by a power of veto which New 
Zealand and Australian Darit!.. unions have long exercised 
aver the entr,y otship operators into trana-Tasaan trade. As 
early .s 1931 Hew Zealand unions succeeded in prevent,ing a 
;Xapan... craved ship 'from unloading, thereby deterring oth~r 

8 aevi .. , pp. 11-12. 

9 Shippping shares are laIrgely derived from 1985-86 data from 
the Review (pp. 29-47). Hore recent inforaatit>n on the 
ab1pJ18nt of goods in liquid bulk form was supplied by the 
BQa!.ntas Council of Australia. (pers. co_. 1988). 

10 aevlew,pp. '2. 



:ro~tgq '~g.:cpe.~ "t~, t,nte",_ "th.· "a.n.~at~ t):A~ •• 
r~ ~, 'J~ ·.t~~t:"ttbe: 't'.t*' va. ·4~te4·»:f' .. ~ 
tJ#lOft .. I~.;ab1»·e~;I.' :R1.t,l~.~wn".(l.t.~· . ~~' ... l.tnd: ' 
,~ ~Rl'JU\ '~,J' fitJI . .,loy1ng:.ew ..... l.na ~"'4' 

,D 'I13't :41."atl.fGtiol\· ~Q;tb., ."~lol:MD=- ,QI. trn1oJ\~$t_ 
$b$.p .. 1tr4 t!Ut~.~\;M.of .A~Nl~ •.. ~ :H., ':tttdCd t~ ••• k 
tb.-~1:1 of (MY \()..~ll •.. ,~ .••• ·,Z_lantl) ··'QP':c'.tQ~.into, 
th.~M.. znlt1,4,~r.ntlf:.~t.¥' ...... ~rlc;tlQA Qonoet:ning' 
.u. .. ,thltMnt ~y •• W' * •• 1~ 'wate~.ld. 1.Ution.ot A\U$tr.llan 
c~~.tt!PfJ"tiJ.. ,1.'3trl1.1a.n ·'Uti ...' ••• lard -.x-ltt.: UAlt)Q' 
r$QQt4e4 .. -..o:t~ot .agr_nt1 un4.:w: whiCh til •. u,. ·~f 
fORlgn .~ y .... l. 1n {the l'.aBatltra4.WQ"Qld be '~1'tt.<i 
only wben AustJ:;alianot: New "e,alaD4 .. Mea ''' ••• ·.1. 'yue ,n~t 
av.ilable.11 f.theob:htctcf th.a~aent was 'toelUl\U:. "the 
a.v.lopttnt ot (.hipping .ervic.. affecting Awstr411a 'andRew: 
_ .. 1a.4d • • • Oi):. a b •• l. WblClt. wl11 prot.ctthe .. ag., 
conditions ana riqhts of •• o.an and wat.xvicle 1f:r.)t'ket:8 of both 
countri.. and the general cou.un1.ty intetest.,·12 ThQugh 
without 18gialativebacklng, the policy ofexclqsion h •• 
aucce •• fully been lUlintair1ed by 'th. industrial pow.r of the 
aarit1lae unions .13 

3.3. ,"" Jlotellti~ for coat l .. lDg.f~ CoIIp4JUtiOD 'f:taa 
I'Or.lga cr....s .hip 

The aclW1icn of foreign crewed veasels fro. trans-Tasman 
'tra4. 11.. forced.mippersto forego three Wlin sour c.. of cost 
aavingso First., it. exclude. cross-over v •••• l. fro. the 
trade. crolls-over v ..... ls are ships which sail with eJlpty 
space between Australia and New Zealand, as a leg in the trade 
to SOH t:bu-d country area. such as Burope or North AlIerica. 

11 '!hi. agreement was reaffiraed in 1988 (Seoen's Journal, 
April 1988;). The originalaqr_nt is reproduced in the 
bView, Appendix III. 

12 Review, p. 243. 

13 An 111uatration of this industrial power is provided by the 
recent union response to the re-flagginq ot three ships of 
the Haw Zealand Line (M. Australian Financial Review, 13 
January 1989, p. 5). The Business Council ot Australia has 
sugg:tultedthe continued. existance of the agrGoent is also 
ettl:,"ibutable to the support provided by ship operators 
(~in •• c Council Bulletin, october 1988, p. 13). 



.... .~Q,I., .' .r,'':t\''lri': V;l"\..· '<lrilWll;'i........ ,IM'UI,..... .~ .... ' ... , .' 'V ... ' ........ ' '-.-.. 1.:. ~l!o!I_.', ,ft~ "~~~ ... ~ >~~~ -"""'I'/<~f' , .. """~. ,ov.r ~_ 

~tO:~ .... ~ .. " bft .1f~U~,to, pt"Q.ta.atJ:",~f~.19bt 
j~'" at all9Ulal ,000t •... if 

·tIa .~ ·~,*ot .~ av_ J:-lat .. ,tQ, .,~1 ;~ in 
d~ 'Ol:~!Wll$ ~cltt. ' XI ~. '1# '~~'.n .... 
fr_i._1; ' .. ~. facot wdQll t:uttlct1ou, ca¢iu. .cou14 
,~r"... • .I;' ~.:~ .. tt Orfln f~ sIon pet'iOda lnot'ttcto ... 1: 
thOMrpea:Q.,The p~...... :ftItrlotiona .~WJ:ag.oPfll::.tOrl ,to 
_lnt41in Qk"cit.y whicb is ·.;nUUd ,for ·1I'QCh·ot 'tba !"eu-. ~ • 
.. lnt~.o!' thU·uce •• e&ptol'ty U 'an ~_~ Q:i*t to 
~p ot;Har.tQnanato the ~=1~1:ty,t 15 

UthoughAusua11an and BewSqlan4crft'. ·ax-e ao;r6~n.iv., 
to-..ploy 'than foreign (:rewa, .CQ •••• to cbppercr_ 1 .• ,4n 
1l1pOrbnt.sOQrce of 'ahipJ)j,ng ,co.t. J."etiuc:tions for: bUlk cargo 
ouly.. a:ew cost,. npJ;e •• nt only 10 percent of tota1 freight 
t;eat.. tar "on-bUlk cat'g:t):"aa th.coatMv1nga, f~~ eeploy1ng 
fo .... 1gnt:'.. lnl:b.J,: .. %Vicuare low.1S,or bulk :Jlh1pping 
howeY" t: .CJ:«W 'Coat. .ax;e. a -.ucb. larg.ar .~ of t.Qtaleo.ta, 
~u.. ttl. .mon mUled ·costa ofJmlk txansport .~ 1ow.x'. 
accu. to Cheaper forelgn crews will in it •• i'f h"vea ~jo): 
~ctQnly in the. bulk u;-Mt..17 

In tbe aev1.w of~-1'aaan'Shippin9 (19!t1) ,coll4uc:tet! 
jointly by the Au.tr'~11_ rad.ralBUraau of ft'ansport 
BcotlOldcs and the Hew IlatlandHinltstry of 'n"amsport, acee.. to 
cro •• --over v .... l. ia •• t~te4 to offer fraight rate 
reductlcma .for ncnwbalkcuu:go of 20 to 25 ptJr cent. But ua. 
otcro •• -over vee.el. i. likely to involve the acceptance of 
lower •• rvice.'bm4ard.~ such .e 1 •• frequent and predictable 
_hipping t~tabl... SO.. shippers would accept the.. lower 
standard- in x.turn tor lowerfreigbt rates, while. others, to 
wOII •• rvica levels are -.oro Uportant, would. continue to 
su,j;)p01:'t dedicated operators. 

StlftlQ!ent~o •• .,over capacity is available to lift all 
: ... tJ)ou.nd. cargo, but only about 50 per cent of w •• tbound 
cargo.. This iabalance between croas-over capacity and cargo 

14 It_V!ew, pp. 204-216, 224. 

15 Review, pp. 225, 228,..;229. 

16 R«V1e,,·_ pp. 224-225. 

17 R_V! .. , pp. 228-229. 



t. ,~t· ~.cto~ ~ic.h WOUld ,opt~.t.to PdNl'Ve • 
;~tlal ·~of· tilt· l~ ,ltU.pp_~}(.t ~q~4"'lcat*' 
~~*'II -.. ,.. ~_i _,*0 , .. t~t,. ~t :~uto; fo~l9Jl;~t4 
:1t-...l*VQUl« ~~ "!Nlll ~lght nt •• W' *0. ~~.p.ot '$,0; 
,.r:-~. 'Vnltk. 11.:rd.1p»lD9f~.~ ~; in tlle, 
.bDlk.-lppt..., MJ.':k*t f.. ltltdr ·to O~f(li: •. hl9h-"~ of 
IUW;~ tbUl tJat. ~QQW ,$~!~ J)1 A\UI;taliu :,~ -.wi :S",lQ4 
:01, ~top.'9 J'Ot" ;--.1.,1 1>1 .pZQV.141nt, • Ylct.rnnu_ ,ot 
v ... _l_.th-Y' 'wou1.4g1". flb1Pr-da 'btltbtt:~nc;.of ~lng 
,a9q04· _tc;bbttwMn ;CI,ltgo t.ypt ·and " .... lCQnfl~.t.1on. 
-$Uffict_t 'for.1gn o:ewgoroo.~"rcapaclty U .vIlUabl. to 
Ittt .11 , ... tbQ'Q.'nd .a1i4 w •• ~ bUlkCal"gQ. xt _ ... _clUi: 
therefore that locally craved bolk oan.t.en& Would, tiM :11: 
dUtl¢ult to co.pe,teagaigt t'orttlp c~ecic.t%l~ ina 
de~.t:ricte4urket.. 

'lec.uatnns-l'eaan fl:. t9ht, ylela. only a sJPlll pa7:tot the 
total rev.nueof the .a lusttalian and X_Z •• land, ;l.mipping, 
1n4Uatri", J:ellrQValof elleexl.tint rMtrictiollS onfo:a:e1gn 
entia is UDllk.ty to M I. any 'grut effect Oll t.b. inClustri •• • 
ov.rallpe:t:to~., It My however affect _ODe indtvid.ual 
operator.lIOre •• vIll:'.ly. 

To ilWQtigate the effect. ·Of a.restricting coapeti1:ion in the 
tr&IUI-T_n trade,. a linked general equilibrlu.aodel of 
Australia and •• w Z •• land 18aaploy.e. The lIOd.el ia outlined 
in t.\etollowing section. 

4. & Lt. ... IUIra1 1pi1112£Da _«,1 9' '"!;nli' gO I.,. 
lat ... 

fI.IlaU wasorlqinally developed by .taff of the Growth studi •• 
Division of the Secretariat to the OECD to analyse the effects 
otagricultunl trade polici.. in OEeD countries. As 
originally aeveloped. by th_ it is a non-linear .odel, 
ca.prislng .1x .eparate .odel. of OBeD countries or groups of 
countri.. (. regions t ), not linked together by trade flows into 

iii Revi_, pp. 204-214. 

19 aevlewl Pp. 215-218. 



a..ta' .... Wldch ·~:-l--' 'OOIlfIJl'u.. '11ft l:~-O\\t~ 
.. _ :h_ i~:. fll •• ' '~t~~· ifO~ "',QIl ~lol) 
jA. .~ "'1. ~a.\ .. t.a". ,,,1*1;_111., tb~ 

. ·adl-"&: ..... '-' .' ,-...,.~..t ........ ' ......... anail--'" 1',. ~ .. ~iI" caM .. , ' .. " .'~~ .. ~ I.~""~qo ~.~~: .. ,' '~'" Il, ~"""'~~4on* 
,XbtII Of'Qai ~1~ ut;,bt:, ~." 'Ot' tt.; ~10. ,Q4 
_ c-=_oa:ttl .. ,ua~t&t4'lD.Jfabl" 3: to 5. -.; 
~lid1.ti~,~. ~f,~ Of ,~J;on, l~, 
..,ltal .. 1and. lh' ~,o~19,;tral~lf,tcat1QOt.l1 :f.ct.ob 
1M1:. pft',t-=tly"11. ,-t • .- i~t~~. '-'-·· ... 1 1-
~tO" '''*=-ttly .-«1_ 'to. 10b9 #'QD ln, o:lqQt1on. 

BaYU9, l>Mn Q1:Imted $~.to 'tbad.Ata ·bUa· *D4,.peifi~t!on 
o~ -,f! DC tltat'f. a~eng~ 1n UIpl ..... tlng th ao4el •• 
an iJtt.,r:at.difttitmatlonalilO4e1, In' wbic1l •• ch X'1Igi'onal 
~ 1.. lltlJted to, 'the' other R910u itlU:ough 1:~.a. flow. 
It I. be1D9 ~1 ..... te<! .fj a lineu!'lt1e4 ,JIOdel" U*1nq 
t.cbnologydaV.l~ by the leACT.' PtO:i,QCt....". ~ot~, c~ 
·tJw 11U:ad, alx zwgion .... 1" wehav., ~lt. ao4elot 
AWltn.11aud, _. -.land, wtdch p~1a.. tbe i .. t~elt of 
.. ~y.i. for the: pr:asut ~per. 1U1dulnoo7;pOratlng 
lDtuutloul li:nbgpi tba p~t JlQ4el 41ff.... hUrlY 
4et.i18 froa aBeD lfAUtlS. -rh. following ducn:!ptloft, appli •• , 
to tba· lAC v.:sloncm1y .20 

Tbe:equ.a.t1onsyat.. of tbe ..xlel r .... l.. that of o~J:_ll 
known general eqg111briua lI04.'la in _ny way., and. 1-
dMcr.fbad bare only briefly. Bach .,concay US • fixed. 
~t of t.be t1U: .. priN1:y facton, and contatnsthirtun 
singl. prod'Qct J.ndustJ!'ie., each with a production function 
tAoDtiof in each caaodit.y and value ad\~tId. Value added i. a 
cort5tQt-.tastic1ty-ot-aubstitution (CIS) function ot a 
la1:M:m.--capital buDdle aM land, and the latJour-capital bundle 
is a CIS, funCt:ion of labour and capita1. Btfect.iva input of 
.. ch =_adit.y 1. CD in • dOlle.tically produced and aD 

tapoRtd vv1ety. 

20 . '!tJ.8 MCIIdel 1. described in wCDoUqall, R. aDd c. SU.gden, 
'l.pl ... ntation of the WAI.aIS Hodel of the Australian 
Bconoay,' lAC draft lI'u;n;b tfUoEaMg, ami MCDougall, R., 
'Linking R~1onal 1kAI.18 in WALRAS, t DC draft B"'8rcb 
_ADJ ... • 



·~ ~. l~, OIiplt;d,..-vl..,. ·t.U4.,~.,o,t 
~ltl_ ,iB ·~.ltb. ·cu, utll1tytw:lotlon~ Tlte 
_itlQO,ot t.bItI··cc_QClt~ .... 1. 1- flua • 

.... 111r.q of ,l'IIJOrt: I~ 'follotra tba· atardatd ~on 
t .. __ 1:. %8. ttW:bbllon ..dlflt~.da •• nlcal1y 
,~ ..0; ,an ~~, v.!.'yof "'~lo.n co.lt041ty .. 
%n uJta ..... ia~ __ ; and· ~oa,.tfetlY. ~of.1Cb 
pJ!OdQct1on ~ty 1e C!8 in tJ;uI, ..... 1:1ea11y ptDd'QCld Q4 

~ritd; v.:t:1etd.18. MO· .~t:itut,lOft b41tVlMln tbe 'two " .... i.1:1 •• 
1., allowat in imr_tMator CJQftmunt....,.. 

"or tba lid*' "'1, .. f~J:d1.t1agulab til. i~rt.a. 
v.r.ietl, of • CCJ.itcXIlty into .. v.~l.ty ilap3J:t.a f;raa eaCh ot 
tile ct!w: nglona. X'fqtE'AN1ltfMl 16 U. JIOdttl, and.. varioty 
bp):te4 trca t.be ~ ot ti:t4t, wol"ld.. !n1ht.~i.b URge, 
and. cou1.&llPt,ton tb. capo.It. J»po.1:te4 vu:i.ty i. (ZS 1uth. 
~-~lflc vui.ti... 1'0 .u.tltu1:1on betvean !-.ports 
trca"~.ff'.,Rn't aourc.. u. alloved iDlnv .. taent: or ,ov.~t =ag_. 
DGaftd far exports of •• ch caGOdiq fJ:OM each xeg.1on is 
da~nd.M4 .. tho aus of !aport "-nda in •• Ch othaJ:' ugiQU, 
and !»poJ:t deUnd 1n the rut of the world. ..rhe re.t ot the 
wrIt! t. • •• 1DIe4 to have ... el •• t:lclty ofdnand for " 
=-.posit. laparbld variety. wbicb in tum i. CD 1n iJ&pC'rts 
frca each ragicm t'apJ:'u.ntad In the .adal. W. have fOUDd it 
expecUut to allow for bJporta into the re.t of the world fro. 
ibelt, aDd to include th... lwporb 1n the C!S nest of 
sow::c.-a~l!lc iapor:ta. Failure to do this MY Iud to 
um:eaRmably l~ differencaa 10 the fap110it .last-leiti .. of 
a-nd ~ t.n. rest ot the world beWHl'l iaport. fraa different 
regions. 

Privata. CCAaaJpt.lon expenditure i. detarained in the MOdel .ra 
• f'1xa4 proportion of private diapouble incOM.. Real 
lnv_tunt 1. fixed. GovarDMnt spending i. beld at 1& fixed 
:r:atlo: t.opl'ivate con_aptian expendlt:ur., and transfer 
"'!'M11ts a,X'. indexed to fact,or inca... The urqinal IncOiH 
tate 1:'&1:. adju'ta so •• to uint.in & fixed real bUd,';at 
deficit. 80 lalan.ee of payMn1:a constraint. 1. iBPOaed, but 



~o, .tb4I .r inWblt;h lJ:lvate, eftd.pabl10 ~t1Q1l 1_ 

i<lltU.lMdl' ~ lD tJle callo at· tile. »aI_nco of trade to 

:at ..... tic P~(.J) .... typ,leal1y-..11. 

e. data _ .. ' f~tftI."l 1ac1v.a. 'tbe ,1nput~t.pQtd&t.a 

;..... tor: AUtnlaand, '..-.lud pro¥'l&w:J _ tbeOECD 

.~1 .• t:, u,4,.. Oll AQtpll~ ana. .-~ .. lUd tnae 

p~ t.y DC' .tat,. ·~·baaYiOU'.l puaMt." u.. dftrlvw! 

l:ugel,' t~ theOECD' data ~l, tha.u.n MW panMteft, 

~ad "1119 tha·.lutlcJti.. of ... t.ltut:lcn between 

11tpoJ:b tJ:'Oa «lfi.DU\t;sou=-. !l'bMa _~ •• 't a%bit1:Uilyat 

tvtce f:.\\evalu.Of the cotte~ndin9 .1a.ti~iti... Qf 

ftbsti~utiQn htwMll ac.utically pJ:oduc.a4 and t.port.d fQOda. 

·'.ftledl.ta Jan is still In. an sell' stag- ofdW.l~nt, 

4Itqaeial1y .."it~ regu:4 'totrad. data. 'fbi. "ppl1 •• _pec1~~l.Y 

to tbe dluggregat:lon of the iJlPOrta flowa, in the lJlpu,t-ou'tput 

<lata bU.. into bport:s f.lOa the tl.au..J.ra .. n t.n41ng partn.r 

amd .biportafroa tile nat of the world. To· pertoDl ~1. 

dl~.tion hq.QJ:ra :1doraetion on the sbar- Qf !aport. 

troaqch sow:ce ift total ~,fo:t «NtCh cODQd.lty uad •• ch 

wsage category (1. intUMdiat. UH.g8 ~y uach indWltr,r, and 

:inv • .,tMnt, eonsuaptloft, and gov~t UNgtI). W. bava so 

tar "".nule to coaptl. such lnfor.aat1on o~y for total u.age 

or each cotaOdity. In perforaing the dlA99J,"ogat1oD We bave 

thenfore h&4 to •• S\UIIl that shar.. of 'apart. f:rca •.• ,ch 

sour-ce In total bporta are coutant across Ullage categoriu. 

It. wovJ.d cl.arly be desirable to revi .. til- d.l.aaggrll9'atlon, 

u1ng ~nforut.lon on iaport shar.. for each URge cai:egory. 

1't1. original input-output data relate. to 1980-.1 tor 

Auatnlla, an4 1981-82 for Hew Zealand. The tract. data does 

not rep.reAnt any single yur, but i. baaed on intonation 

relat1ngto the years 1984-8.... to 1986-87. Ideally one would 

u.s.. data r.pr •• ent:1D9 lGn9 run equl1ibrlua at SOH future cla~. 

Hlected •• tt\. ti1le horizon of th,e scenario. Sucb. data 

base would take account, as our historical data does not, ot 

the effect. of structural change in the two .co~OJIi.. ainee 

tn. beginning of tbta 1980's, and of the future effects of 

c10eer eCQnoaic relations (CBR) between Australia and Hew 

Z .. ~and. Such e data be,.. .igbt. ahow a higher proportion ot 

both countries' exports beinq directed acro •• the Tasman, ana 

qenerat. larger •• tbtates of the effects (If trans-Tasman 

abipping refora. 



~ "b1t .c.n~10 ¢,oned.derQc bet-e has two •• in .l .. entsl a 
,.auction in freight C:Qlta in tJ:ana-Tasun tra4e r and. ,a 
. :.!uct,1Qll if' '!le O::eight rev~nl;l. of Australian and Kew zealand 
ship opere ... -..artS" In the lIOd,el a ,f."£>@ctton ill fr.1ght ~ev.nue 
1.~i"'1( ":;' to a reduction 1n upor:ta of' "other' •• "ice.,. 
wbich inoludes txoanaport actlv1t1es. 

Opening trans-Tasaan trade to crews of all nationalities is 
assued to I.adto freight reduction. ot 50 per cent tOl: bulk 
cargo, and 20 per eent for non-bulk. Table 6 pX'8sents a 
sllUary of the initial f'reiqbt savings by the direQtion and 
type of trade. The majority of freiqht saving's will be 
realised in the shipJuant of non-bulk goods, because of the 
importance of the non-bulk market. By direotion, the value of 
savings "D eastbound trade is. almo.t double the savings on 
westbouncl trade. Tables 7 and 8 show the importance of the 
freight saving's to each QO'lmloaity in Australia and New 
Zealand. 

The ohange in freiqht revenue ot Australian and New Zealand 
ship operators is ttresented in Tables 9 and 10. As stated in 
Section 3.3, it seems likely that dedicated operators would 
retain a substantial share ot the 1 !ner t5bipping _ax-ket. We 
assUlIe that oross-over vessels will take only 20 per cent of 
the market, and that demand for dedicated capaci ty will 
cont.t llue to be met <'ntirely. by Aust.ralian and N·ew Zealand 
op8l...ttors. 

In the bulk market AUstralian and New Zealand ship operators 
are at a significant price disadvantage, and as discussed are 
expected to loose a large share of the market. We assume that 
foreign competition will displace all ship~ but those operated 
by the producers of traded items (eg BHP,CSR). This will 
leave only 20 per cent of the mf' at to Australian ship 
operators, and force New Zealand ships completely out of the 
market. 

In allocating the loss in f:. 'iqht revenue betwben New Zealand 
and Australia, crew nationalities have been used to identify 
the country to which frei9ht revenue is to be attributed. By 
thi.$ 1I1easure New Zealand hoa the much larger share of the 
trartsfIIO'TasJlan non-bulk market, 81'1d because of the im.portance of 
this marktlt, the largest share of the trans-Tasman shipping 



revenue. CoMeqtlently How Zealand los.s the greater amount of 
ahipping reVClue. 

'lb. decline in water transport exports haa1:leen represented in 
the scenario by exogenous shift. in variable. affecting doand 
by t.iafa rest of the world fc>r Australian and '!few Zealand 
e¥cortaof 'other' privatft .ervieu. 

The sceario ,coUld )lOra correctly but lIOre awkwardly be 
a.scribed asa .hipping der •• triction, than a shipping reform 
lie.nuio., Use of the tent 'refor,a' is not intended to 
prejudge the <';DIe.tioD of whe'ther derestriction of trans-Tasman 
shipping is advisable. 

Before presenting the simulation results it must be stressed 
that they a.re derived from a aodel which is atill under 
develop.ent, especially with regard to its data base. In view 
of ~i., and also considering the very high le~el ot 
aggregation in the .ode1' s sectoral classificat.ion, it would 
be rash to draw policy conclusions from the results. While 
caution must therefore be exercised in interpreting the 
results, we believe that they display an int.ernal consistency 
and eapirical plauaibili ty which make them worthy of 
attention. 

It .ust. alao be stressed tba.t these results cannot be regarded 
as indicative of the properties of the OECD version of WALRAS, 
which differs frOll tbe present model very considerably in 
equation ay.tea, closure and data base. 

'.2. KacroeconOldc bwl ta 

Macroeconomic results from the simulation are presented in 
Table 11. Net domestic product (defined as gross domestic 
product, less depreciation of fixed capital) shows very little 
change in either country, as is predictable given the 
assumption of fixed factor endowments. f.Tevert..heless access by 



UCltJ;QQnt1:y 1:1) 1;b_~J:' UPQn. ~r.1t. 'b:an.-~aaan trading 
.~ ,a1~tql 'cQ~tlon to t#'OW,by 0.0" par cent in 

'Au._tUlla .P40.S:6 ~ cent. in Nfitauland. with little change 
in tbtI. 1uI1~ot tra4~h~ 

'(Xn fat;'t the'bal,~ of tt-.a. .ova. slightly int.o surplus in 
Qcl)countJ:y. 'lbe nason t. 'thatprlvate .aving grows in 
pro»o~lon: 'to :pltl:vat.,4ispcA:b18 ,lncaM, 1>llt lnv •• ~t ana 
pUbllc *avh1g ~tn conatant in t'ea].. tetHI &0 'withgJ:O'iJth 1n: 
Z'~al pl::1:vaw. 4ilJPOqble lDC01Mt the balance :of total.aving 
QVC inv •• t; .. erd: grO'Cta, enta111ng a • .ov .... t into ctaticit OD' 

capital.ccount., .nd into cmrrent account surplus. In thls 
_odel. no :acr;ount is taken of int~a.tlonal nlter •• t and 
(liv1d.UKl or transfer payment flows, so that the balance of 
trade is net: distinguished frOB. the balance on current 
account.) 

Aggregat. noainal exports and iBportB grow at ai.ilar rates in 
both countries, but with ilaport price. falling beca.eof 
Cheaper trana-TaAUm freight, btport vola.. grow.ore rapidly 
than expon vol.umes. ne . productive capacity reqQired to 
support higher export level. is found inthatdi2lplaced frotD; 
cOlI.stically oriented activities by deeper bnport penetration .. 
Trana-Tasun trade volwaas expand sbarply_ aea.l imports fram 
and. exports to thereat of the world declin., but export 
volumes dQcline .or. than iaport volu.ea. 

The results for imports frail the rest of the world uy be 
considered as the sua of an incose effect and a substit.ution 
effect. Growth in income leads to a positive inco .. ef~ect, 
while decline in trans-Tasman relative to other freight. costs 
leads to a negative substitution effect. Clearly in this 
siaulation the substitution effect wins out. 

It is aSBUlIed in the specification of the motlel that demand by 
the rest o~ the wurld for Australian and Nev Zealand imports 
is not perfectly elastic. As Australia and Nsw Zealand 
jointly reduce 'their imports from the rest of the world, they 
are able to reduce their jaint exports also without running 
into trade deficit. The reduction in export volumes leads to 
a rise in $xport prices. By reducing the level of their trade 
with the rest of the world, tt-ey thus obtain a small 
improvement in their terms of trade I ~~thich contributes to the 
overall ilaprovem.ent in their living standards. 



~~...ct;ot'.,lt'.'Qlt.. f'~Q. ·tbe,:.iw;Qlaticl1 .reshown 1:1 !t'ablu 

l~ 'Cfol! Auatt:.lt.) .114 13 (for'X" 'Zealand>, ,'1her;e Ch~ .. : ln 

,total. •• ,.,.. o~ ... ch COIIa(Hti:i:y ·are 41se.ggreg.tt!dover dgana, 

c;att9o~l... In, '~abl'" ,14 .an41S tlle ecpottJ:e.U1;t:.seJ:. 

t\u:'t.h.~a..tAgCJ:c~.ted intoQpOrtsaQro.. ttle Taaan ,anes to 

the 1:tUJtcf' tb.e world. 

!nab$olu.tet~ the greateet increases in Au.tralian exports 

to, NetrtZealand are ;tn'other' .JU.nufac1:UXi •• CA$30 million en .f4 

1980-81, ~ •• ), pet.rol.WIland coal prOducts ($21 .illion) and 

cheaicals($9· million). 'ihot;t.gb _.11 in ab»olute tel:.1l8 thUG 

increases are .larg-e when _.allred as percenta9fts Of 'bas. 
value., withpetroleua end coal pzoducts recording the highest 

9l!"owth rate of allaost 4~ per cent. This is the only purely 

J)ulk oargocomu.odity ir. the data base, all the others 0 being 

either nen-bulk or aggregates of bulk and :non~bUlk 

cODodities. Petroleum and coal products thElrQfo~t'ecelves 

the greatest proportional freight cast reduction, SOper cent 

of the initial freight cost. 'Ehe relatlvely la,rqe absolllte 

increase in exports 0'£ 'other' manufactures r •. flects the large 

share ,of this COu.odity in eastbound trans-TaslIMl tt'ade. 

'lhe gr.atest. absolute increases in New Zealand exports to 

Australia are in • other' aanufacturas (A$34 milli,on) I 

petroleWl and coal products ($8 al11.ion) and 'othero food 

products ($8 .iIlion). Again • other' Jttanufactures is the 

l'arqest: export COJU1odity, and petroleum and coal products 

%'eceivQ.s the largest proportional freiqht reduction. 

Both the Australian and New Zealand petroleum and coal 

produc.ts and 'other' Ilanufacturinq industries increase their 

trans-Tasnaan exports, and suffer a loss of domestic sales due 

to trans-Tasaan imports. The results ilJ.ustrate how the 

Araington treatment of import demand accomodates cross

hauling, although unlike the anew trade theory' it does not 

explain its causes. 

'-'he shipping reform reorients both economies towards 

c01Dloc1ities for which trans-Tasman exports represent a 

relatively high proportion of total sales, and away from 

co .. oditiea which are not much traded across the Tasman. Thus 

petrol.a and coal products, chemicals and • other • 

.anufaQtu~es ~e ~~onq the expanding industries in Australia, 



, 
.~ lQ~t;.~t~t\U:iJ, 'gth.rt ;fQQ4 p~~ ~ .~".r.g •• · 
:i;n· ..... Ql.4. . . 

'l'b'-PD'lQ1l;; .1mt_b:l .. ~ ihn.t1tt 1Q41~1 ft:tath" ~dtO~., a. 
tbq :.t.~tn: .' l;p:gtt. :'~.fJt t'l'lt, :lrk:r .. -. 1rl.re211 
~l~n,. aut, iii ·ftei1:b~ i~~' t.·tb. 11lQ~.'.· "in 
·~ton .~lt~:, ott,'""le1S .u.f:tlCi.n~,tt:l; otf .. ttb,.
dec;l~ til~"" otb:aM~-.n, ,I!~~ht,t '~lCb' tot"O ,~ 
bf~l~ Ol'.ltpqttnJlottt ~~1 .. " 'In 'bOtbcOW'ltr3. ••. 
tb .. tl')r.,senicp . output: 4eQl.1nfa ... 

uthe ~ttie. llOstfa'\tom:e4 .by the r,efotJI~, they 'bio 
up prlQlt. af f.ctor ,ana; _tnt.la inputs. In both :QQ\UltX"i •• 

the prlc=. 14velri •• a,1.adin; to ,ft. ~.auctionlnuPort. to 
tbe l:1St. ot the 'world. In4uatl'i..QX"tented towa.:r:d$' ieKpOtt1ng 
totb. 'rut 0' the wor14 th.refoa t;end to cQt:\ttact '821 a 
re$11tof' th. r.fota • 

.bong th.gr •• ~t lQser. freE aeclining c~titlven •• s 
relative to 'tbtt r_.1: ofthewo:rld are the New Zectlauauat 
productsed dairy products indu.trl.... 'lb-". !nd,ustr1e •.•• 11 
ao.tof their exports in .. rkGtsotber the .Au.t.~a11a,.o t~6y 
obtain very little direct benefit fX'OJl the t'eton, but suff~ 
consIderable· indirect harm (for. tbedairy products ,ind~.t:ry , 
thh re.ult aight be quite .diftct'lUlt if one incorporated in 
the data bo.(" .algniflcant quantity of exports to Aua"'t.ralia, 
in art'ticipation of ilIproved uzket ace ••• under. CIm) .. 

Tbe Auatra,lian aeatand daixy products industries suffer 
.bailar ill effects, but to a lesser degree, as the effect of 
shipping refODlon the price level is 8lIaller in Australia 
than in Dew Zealand,. and as the Australian ind.ustries al:'& 1e8s 
export oriented than tbe N:aw Zealand. 

The decline in exports of _at products i8 the .sin cauao of 
the contr&ctlc.~ in ou~put of the livestock and livestock 
p1'04ucta industry in both countries. The contraction in 
output of other agricultural products in Australia is bowever 
due .aatly to 10s8 of dOHstie .arket share to New Zealand 
illporta. 

the only industries to achieve an increase in exports to the 
"at o~ the world are the Ua'il Zealand petroleWl and coal 
prodtlC'ts and choi ala industries. These industries enjoy 
reduction. in coste of inputs of t other' primary products 
(cr&.lda oil) and petroleum and coal products iJDportnd from 



l\Ut4tj '1dla. -Ibi- ,.11,**, ~, tol .. rtb.;ll: ·own·~tPJ:lc .. 
'''0'",3. .eM !():.2 '~«:.'t ~1.1!) ·IIlICl' ~,"thIll~ 
.~ 'to tbe' ~, lot 1:M.1fO~14" .... i;qf tb.~lOD, ,~ 
~. ~trl ... 1It~wn: du. to ,an,~ .... in U:POrb to 
AU.~ll.,~ 

X .. ,both &uetJ.-l'1., ~ ._IAl~1!4 ~" 'lblft !n 'tb8:~ltlQn, 
QtO\itput. 'a.y '~~.gxtoult.... 1. '):et:l.ct., 1lt~.11. in ·tbAt, 
'~~~p~J.aa Qr l.ncl,wl\lJ. 'tbeUlg_ r.t_ltd, ~, 'hlltalp~.lc. 
of 'capital riM. 

~. value of tbe n<t:uctlons;t~ freight Qoa:t. una.r the 
abippi.nq n'fotlltti_latlon ue •• tbate4 fro •. the daf,Aba ... at 
A$,,3 :Jllllton. Scaling ;this up froa the 1980-81flgur_ 1nthe 
data ba •• 'to 1!l81-SS valuutualng 1:he 'rat10 o~ Autra;lian 'GDP 
1n198'7~81, tOl~BO.a1 •• th~ laealing t,.ctorl va obtain a value 
for tlle f2:tdqbt .a,,1ng.at$70 -.lIlian. 'Of thi- u>tal, $43 
Bi11ion 1. ..v_don ••• tbol.1l1d tr.aa, and $26 al1.1!QD on 
westbOund. 

on the oth-:r: hand, th.! 10.. of.. transport elCpOrt revenue 
under the· ".nario 1. ..tluted at $82 ailllQD (again in 1981-
88 t.ru), with $52 1lillion of this loss being incurred by New 
Zealand ship op6rators, and $30 .1llion by Australian. 

The incr.... in real net: dou.tic product fro. the refora is 
'fllstiJaated at$26al11ion tor Australia, and $340 thousMd for 
Hew Zeeland. The increa.. in real private public aDd private 
conauaption is atbtAtec.t at $76 .illionfor Australia. and $53 
million for:Bew Zealand. Clearly the increase in cQnswaption 
uaupporte4not bl' an incr.aae in the level ot productive 
~u:tlvlt.y , hut by a r_llocation ot resources awayfrOJl trans
.~-.an shipping into indwstriee: in which their output has a 
higher value at world 'price •• 

"nowatt-apt to explain the .izeof the increase in raal 
cOM~lon, and its distribution betw.'ln Aust.ralia and !few 
,aMlaneS, l:ty soae partial equilibrima calculations. 

R~iona in f.reight,co8ts :uy benetit the expertax' of the 
gOQcll:, by 1:a1.1nq t.he ex-flietory price he c~n charge for the 
t'~#oXO' the :bpotter, by lowering the free-into-storfl price 



IXntb.e Jt ... n.t ~.l,.upP,lY i. il!.gentral1Rl¢b 1lO~ ela_tole 
than :Cf~. .~ A1alngton=_~of SapoJ:t," '4~ . .=.~ 
~tdeMrta, ··.1,P'tictt1.. ·.~onlyllOd~t.~y b~9b :(.ltb the 
pall:'_Q" 1JH4 in thl. ~1/;9~ra11YQf "t'!Mt: O=~·'.Qt 'fl.v. 
to te) ,I J;)lltel2Ultlcl1:1.nofa""'PPly of.~tt.., by AUltt:.alia to' 
Jf_lq~and., ~ v1r:. v.na, ar. vllt/Y hlgbly .la.tic,. Tbi. .is 
~~.u.potts' to lfew Ztaland' are; trute4 in the .0<1$1 aa 
~f~ au):Jatltuta. lnprC4uctlon, tQr qportsto the rest at 
~. 'wQt'l.t!.· slnc. th.y~ttpr.Hnt on1.ya nall fxraction of 
total AutJ:alian ~rt."ev811 a .light f .. ll in u.port price. 
t;o' •• w 'lealandlf1111 •• d toa r.airection to the rest at the 
vot1A ofa quantity of ""POrta which, though only a •• all 
tt'actionofthe ba.. level ot -"POrts to the rest of the 
lIO.rld, 1. large relativetotbe '-.. level of 'qports to Rev 
Zealanet. 'lb..ue a,ppli.. .tati,..utud.1a t.08¥POrta froll 
• ."Z .. lendto Australia. So in this ..,a.l freight saviAga in 
trans..waaan 1:;r:aa •• ccru.e.alJlQst 'ent1:J'ely t.o ilapoJ:tel:'s. 

ib1. conclusionrequlru qualificat.iQn for _)CpOrtsof 1 other , 
ag,eicultural proc1ucta from New Z.aland to Australia. For this 
·Coaaodity Q:POrU to Australia represent a considerable 
fraction of total export., and the overall supply elasticity 
i.,~ed by the fixed sUpply and limited .ability between 
1n<luatri.s of agricultural land. But fllgfOrts of • ether e 

&g1:ic:ultu.ralproducta account for only a sull part of the 
total freight cost savings. So the conclusion stated above is 
... antially correct. 

~. aay therefore conclude that froll a partial equilibrium 
perspect!ve the $43 .illion COD~ reductions on eastbound trade 
aay ,~ expected to accrue to NOd Zealand, and the $.26 million 
saving on westbound trade tQ Australians. 

Aga1n$:t this .ust be offset the economic costs of the loss of 
• .xports of water transport freight services. In tbe model the 
lIOCi.1 COst of the 10.. of theae GlCPOrts' is not the Gount by 
'Which t.rans-TaSJaanfrelght ravenue is reduced. For the 



,1.~.1 ... it 1., not CO~ i;Q1nt.J:ltbI,t. tht, '-=nQid(1cotlt 

'Qi~,'tIa l.~. ;01, PUt,at ,the, ·t~~_U1JJh1PP1ni .-rket t • 

• _~O., In th. ~.ltb., ~u.try#,·,oth.r· px:1'lateauvic •• , 

1Jl11ch PX~~. tb. ~rd9bt, ·r_c.. an\lPWo.td.lopln9.~ort 
~ ,wrY.'. ,~, 1~. ofpal:t Q~ 'tll. tDu-.';raaaantra«. i" 

ut.\U:'al1y thoQghtof... l«ttwaJ:d. abi~t. in t_t4.-nd 

'CUZV.~ _t to el1cul,Jit. ttl. lcea of pi'04ur ... ~ su:pl\l1J 

~.u.tlltlD9 t~~ that.bift_ it: 1. fteod •• ry to cQna1a.r iale 

.shift. a •• ;c!ownwprd.a.hift,. In otbv wol:d.. on •• hould 

consider nQt 'the roduction in the quantity ,of gportfld.uam:led 

at a qivenpx;ic., but the reduction in the price «t WhtCh the 

r •• t Qf tIla world 1. prepat'ed todaan4a givetlqttant£ty. The 

lQf15 of put of the :D1:P't 1. then Hen to be anal:ytlcally 

equiv.lent to a ta~ of txo.4e :c!.cline.'rbe 10 •• of pJ"O<1ucer 

$urpluscan ba .. ~iu.t.a. (IUIIJuail'l9 tttattbe JiQPplyelastlc:;:1ty 

grMUy ·,4Qtcuds thad.-nCl elasticity) •• the p'J'centage 

veJ:tical8hltt in the deund curvet 'MUltiplied by the initial 

'\falu.Of expQrts • 

ttllay ....trang. to aU99utthac the coat. of 10.. of part 

Of thetnns-Ta--.n shipping .art'..-t a.pend upon the elasticity 

ot 4Qand for .... thing quite dif~er.nt, !laely exports of 

·'other' private .. nic.. to the rut of the world. The 

validity of the conclusion bing.. in a partialeqilibr!UlI 

.• na'-y.is on the ••• WlptlQD that trans"T.IIf..an freigbt services 

·ce a peJ:'fect substitute in production tor 'other' private 

·UX\rie.. exported to the rest of the world. 

Xn the 1IOd81 the elast.lcity of deaand by the re.t of the world 

lor expQrts of • other' privet. services froa Australia or New 

,Zealand 1. ..t 1wplic1tly at about three. So in a partial 

eq,uilibriUll analyst. the economic cost of the loss of part of 

thetl;"ana ... T&UIal1 shipping urket is one third of the revenue 1.... 'Qr $11.tllion for Hew Zealand and $10 aillion for 

Austl:alia. 

ThiS.Daly.!. require. to be corrected by general equilibrium 

col\Slaex-ation., (in general equ11ibriua the relevant export 

d.-...n4elalt.loit.y 1. tbeaggreqate elasticity, not tue 

tlliu,tlc;lty ;ot d_DCl tor the individual colmlOdity) , and 

'.u!pl_~te4 ~r coaataeration of the ilIpt:ov ... nt in the terms 



o~ .~ .. wt~ '~. ftlt,:Qt ... WA~la Wb1<6. as .not-':. lQ·.eetlon 
G.a ~ •. ,: .-1~~: tb. ;f.l,ltn~lrJ>y ··AuatJ»l11.·~ 
'JJ!tW_ •• ,_ .... A·! . · ..... -to ....... ~ ..... """<. ··ltt ~ , .. .., .. ;10 ............ 
· ........ ,~"'t~ .. 0" ,~_~,w" 'fI<~- .Q.: '.~. lfQ~.~ ~".~~~~w 
'~Cf:loa ~ 1M f~._iJ. J)'~lcml.t;~Q..tttct on 
~ ~-'uaQt .~ :~ til ~ ·'rl, .... ·Qi:l.In..t· intb6 
nAlu~· ~·Vl.1a.·. ~~10D of $31 1I11liQft. 'fo~ ·N." 
IMl __ "WIt 'tal . atl11t3tl'or 'AI1I~t.. 

'''''poal'ttDlt _y :b#~1M6 .•• fellt ... 

_~t 1n _If.~. fraa' t~ans~.num. -.hipping: refoX'JI 
:(I'll·" J .• i1I$.) --

fteight.av:1ng'a 26 
r..o.. ot: tnns.-'."", 
,Qippll'l9 'Nrltet -10 
bcJogenou tap=v ... nt in 
t:eQa ,of tr.4. \·ttn the 
nat 'If the wo~ld 28 
1JMXplained r •• idual 32 

43 

-17 

31 
-4 

It will be •• en that the foregoing conaia.ratlons account 
al __ t exactly forth. welt... galns et8tiaated for Hew 
luland., but leave unaccount.a welfare 'lain. of $32 1li111on 
fen: Australia. It .. y al.obe noted trOll Table 11 that real 
AUltral!n HDP increas.. slightly. in fact by 26.illion.An 
expllUlation of at l.st part of the.. ~ ,terea... li.. in 
distortions created by the indirtact tax .yst.. 1n the .ode1 
Aatralian .econoay. 

fJ'be aoat ~JIPOrtant or th... dlatortionary taxes i. probably 
the tax on output ct petroleua products. With petrol.ua a 
1I1gb1y taxed coaod1tl, any cl1ang., such as t..he trans-TaslWl 
.bJ.ppirag nfora, .bleb incr..... output of petroleu. thereby 
~. allocative efficiency (it this were the only 
diat.ortion in the econo.y, then in a • .all econoay the 
_X9,f:nal net social benefit of pe.trolewa would be equal to the 
' .. ~ ra~.). As petrolea and coal product.s are not only 
eonau.ed •• final product. but are a1ao iaportant as 
lnt*:lWIdiate input., allocativa efficiency !mproveaents are 
realised. in both production and conswaption. 



.~ ~ .... ~ ·.ta .,...~u~ 'l;tt.tl. '~~. ·tax. _1*, ·~·.ffect. .u.' :~ Pl'~ i .. ~ H4V S-1U4 ~tM;. 

~: ;~ -.1,., •.. ~,. ·to ~ ·the #Ol_play*, by,: 
.... ~·~.1~ pan.t-.. .tn ,.t.a.tingtr.. OYCal.l 
.. 1'~ '.-s.... only ·~dtr.ct ,.1. .f~ f'ql9l1~ 00*1: 
... ,,1-.. 40, ftQt:~ ,cm~vlow:.l~t... Tbe,~c 
~t Qf ~ ·4Clu. iaQpQ~ of vat.C tt'~:nt. a.~ upcm 
,~, .laat1c1ty of ~.n4. .~. 't:btI •• t. o~ tblI· .rIa, (OJ! 
.oggrcgat. .upo.n. tZO,ll, .. ell CO\Ult1:J',: tb.tl 1IOJ:e.l .. tlcilMnst."", 
Qf .. ~crld,dtrMrd. t;be. l~r 1. tlw ,coat: of' the axport 
a':llae. 

'!be ~.1ns tro. ~ Upt'OVaents in tha t-. o~ traere. 
aepmeJ botb on tbe el .. t1c1ty ot ~'tltutlon between tr .. -
"u.-nUpolt..n4 iJIpolts f~i tbe %'UtQf the world, aid on 
the ~ •• t of 'c. "Qrld::axport ~ elut.tclty. High 
_u1wtitutlon '.1 •• t:lc1tlu l .. dto gr_at.- decl!.... in trade 
with the oat of 'the wo~ld,..nd.trong.r terN "a4. 
effe¢ts.Lower J:Mt of ttl- wo:t'ld Q))Ort Clu.an4 el •• t1citi •• 
also lead 'toa:trQDger: teJ:l,lSof trade effects. 

~. paper has p,reatlnte4 •• tblat.. ,of til. effects of raoving 
union rutrictlona on the uP of foreign shipping in tra.
'l'aAaD trada. Befor.. of the ~d. 1s .st.bated to lead to a 
alight expansion in aggregate output 1n Austral!a, aml 1101'
consi~l. increas •• in 1'8.' consUJDption in Auatral.la and 
_. I_laM. Real cODSwaption .. Australia and NfW Zealand ia 
•• t1aat.:l to 1ncr_ .by A$130 .11110n, divided fairly evenly 
batwen tile two countriu. 

'J.'b,e. ra;fODl leads to a reallocation of resource. into 
lJ1C1uatrt •• oriented towards trana-Tanan exportin9, and away 
fJ!'Q8· the vater tnnaport. industry and industrie. oriented 
t~ axpor:t1Dg t.o the rat of the world. In ~arIIS of b'.,l.*08d 
~c seotOJ:8J: tbia MODS all expansion in 1I8Dufacturing, 
·aDd • 'contraction in agJ:icult.w:e and ... rvic.. output.. 

-nte volua of trana-Ta&aan trade increase. sharply, but the.re 
1. • slight contraction in trade by Australia anel Hew Zealand 
with, tba re.t of tba world. T"'d.!. leads to tens of tradG 



.'f~~, .. C~l., to; ~~,. 'aocla. a.al.m." ,84 
;uaf.~l. 'to ~; ;tMt;(l! i:1wtlOlt14. toX'" t'ba 'vo~14 .. ; '. 
1tbOl.\ tlW ;~f~l"" to· • ,Mtt '.1( .. _, .~ . .c._ fem ~~, . .." JIW' 1_1..0 ....... 10l11~ 
~~ CQ"~' _ A' tt.worlO .• 
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 .. ___ 
b' • 

.., l_lMd I()I& ..., ~. BC'J1& 
, ,$"", 

L1 .. ~.an4 
11.,..tQQk '~U 
,~r_rl0t4tuM: 
Otbtrprl~ indluItrl •• 
''''t~ta 
~ 
t*producta ....... 

a.tca1e 
Petrol .. and ooU prodUot. 
Otbctr~ctur1. 
CoQJtructlon 
Vbol'Ml. aDd N-=-11 trade 
ou.rl'%"lvate _nic •• 

m ~tt,1.s 

t 

t 

21 
61 

1M 
23 

1 
18 
31 

196 
86 

228 .., 
0 
2 

943 

.. IOU.-tands tor the ~I~u.c alta World'· .. 

" 1191 
3'se· 

11 U2' 
3 139 

'155 
2 118 

29l 
2231 

915 
16 611 

0 
0 

to 
45 ~83 

SflU!C!: united lationa (1981) and the .. "tew (1981). 

lUtE 2 : ., D.IUIID .DPOIISUD DI'm1S (1917) 

169 51 
.&g, 581 
111 "21 
1~ 110 
29 ·62' 

1SJ1 1 1" 38 243 
63 100 
~5 8ft2 

1 OIl" 29 0119 
0 0 

... 0 0 
t 125 

1 616 31 922 

Exporta <tIZ _tll1on) Iarports ($IIZ Idllton) 

ec.cdlty AQstralla BOtI* Austral!a aowa 
-.,.,.,.. .. 
L.lv(tstock and 
livestock products 182 t 528 2.1 73 

Otber apiculture 92 , 229 91 211 

Other prlury industries 13 284 262 639 

lfeat products 16 2 865 30 69 
nairy p.roduct .• 31 1338 2. 1 

Other food p~·ots 166 1 230 128 339 

,&ever .. ". .tn 36 laS 18 

Cb.tcals 'J. 512 268 1 359 

Petrol ... and ooal products 21 81 122 279 

Other .-nutacturinl 1 12" 4 162 1 615 8 002 

C.r •. "'tMl.otlon 0 0 0 0 

wli.t •• We iftd rocall trade 0 0 0 0 

fl"A.1" P1"lvaba 1e:>llces 1 2 3 19 

ill c~1tlu 1 128 13 266 2 593 11 134 

a ROW stands tor the 'Rest of the World'. 

SOURCE: trnlted lattons (.9-31) and the Review (1987). 



AU!Jtral1aa 
Can.t.da 
European Scon0l'l11c Coamunity 
Jllgan 
United state!' of AMerica 
Hew Zealanda 

a These regions are represented in the lAC version of' WALRAS. 

TABLE " : PRODUCtION COtIfODITIES II WALRAS 

Livestock and livestock products 
Other agricultural products 
Other primary products 
Meat products 
Da1.ry products 
Other food products 
Beverages 
Chemicals 
Petroleum aad coal products 
other manufactures 
Conatruatlon 
Wholesale and retail t~ade 
other private services 

TABLE 5 : CONSUMPTION COMMODITIES IN WALRAS 

Food and non-alcoholic beverages 
Alcoholic heverages 
Tobacco 
Clotbing and footwear 
G;. '08S rents, fuel and power 
Household equipment and operation 
Mf:dical care 
Transport and communication 
Education and recreation 
Miscellaneous goods and services 



T.IBLE 6: l!!IGRtSAYIQ (II lUS'tRILll~av ZULIID TIW£ 

ire1sht Sa,vtngs ($1 tlil11on) 

Eastbound 

Ifon-bulk 

All freight 

SOURCE : Wt\LRAS databa.se. 

6.4 

14.1 

20.5 

2.2 

10.2 

12.4 

TABlE 7 : FReiGHT SAllUfGS UNCER. 11£ TRAHS .. TAS.MAH SHIPPING; REFaII 

SCEWARIO SY .C»MODITY: ~ mADE 

ShIra Of sn ql!Tio of 

C8t'go 1ft freigtrr cast to 

Trans-Tes:un F08 value of 

•• ports by Trans,-Tasaan Change in 

value s.e"~ f ... i~J'ht rate 

(per ctrrt) (per c.an1') (per cent) 

Li vutQck Ind 

'lvestock prodU~5 0 0 0 

Other ~riculture lUO 15 -30 

Other PI" i ury i ndust,. i.s teo 20 -20 

""t products 100 to -20 

Oa i ry products tOO to -20 

Other fOOd prQduc.ts tOO to -23 

eev .... ag2S tOO to .. 20 

=».fcals 100 " 
-20 

Petrol ... and coat products 100 20 -SO 

Other aanufacturlng 55 11 -22 

Construct 1011 0 0 0 

Wbotaate and retail l'rede 0 0 0 

Other pt'iv:)te At"V Ices CJ 0 0 

AI! ~ditles to -1~ 

SOURCE: WAlRAS database. 

W Trade 

8.6 

2.4.3 

32.9 

Rb-tio 0' cJ'rln,ge 

fn freight cosl" 
~ CIF vlly. 

c· atl Tran~-

Tuun eXpOf'ts 
(per cent) 

0 
3.9 
3.3 
1.8 
1.8 
2.1 
t.a 
2.6 
8.l 
1.2 
0 
0 
0 
1.7 



raa. : '.tGfr $AY'_~' n£ ~t.wM SHU:lPIMG REF(Rt ,SCE.iNJOCXM«lOIi1'V: 
~ .... ~ 

ShfA,ot I$$l 

.. ~ift .. 
Tr.t .. l'~ 
~ty 

v4fWt 
·(r-r-*t} 

Raffo of 
i'.f~Ct;)St to 
FCa ~.hJe,ot 
tl~_""T"" 
,~ 1;,,"00 

(I*" ~'t) 

,Ratfoof en."it 
tft ft.t""t CQS't 
m CIF' ~.f.,. 

~ f.n of .If Tra-
ff'.~ght ra~ rlSllM '~JC'pOrts 
(per CBft'tl (per ~t) 

... + --------------~----------~-LIVU'f()c;k &14' 
ItYM:'t'cICk~c:ts Q i) 0 0.'0 

Of.fMtrqfeultunl &) 1, -~ Z.2 
Oi1Mrpr IfIIC"Y indus\.,.'" tOO J' -20 '.0' 
Matp:rQduC:f$ tOO 10 ... 2(f 1,$ 
QaJrypr':~S 100 l€t -20 t.a 
Other foo<lprOducts 100 to .. 20 1 .. 8 
Srit<'igU 100 'to .. :;0 1,,8. 
etw..'cals 100 20 -20 l .. 3 
P\tttoutUli itnd coa.tproduQ'f'$ 100 20 -SO 8.3 
0ttt6r' Mlnqfacturing 55 lQ -20 l.O 
Constrt.Jc1"!on 0 0 0 0.0 
Whol •• f. anct ... tai t tr.ae 0 0 0 0.0 
Other privata·serviclts a 0 0 D.O 
AU CC8IOd rt-f Q to -19 t .4 

.~~ WALRAS databil.se. 

TABLE 9: CHlKGB. DI FREIGllr REmmE OF AUSTRALIO SHIP OIIlEBS 

Freight Revenue ($A million) 

Freigbt Type Pre-Retot'Dl Past-Reform Lost Revenue 

Sulk 13.7 3.9 9.8 

Hon-bulk 23.1 18.5 4.6 

All freight 36.8 22.4 14.4 

TABLE 10: CHUG! IN FREIGH'l' HEVElmE OF IfEW ZEALAND SHIP OPERATORS 

Freight Revenue ($A million) 

ireight Type Pre-Reform Post-Reform Lost RevE:.41ue 

Bulk 5.9 0.0 5.9 

Hon-bulk 92.4 13 .. 9 18.5 

All freight 98.3 13.9 24.4 

SOURCE: WALRAS database. 



_" 6, '~ '. , , ~ "... . 1 

.~Ul·:tJ,.t .d_$tl~prOd\1ct 
liM!. QQn~ptldn 
:Re~ it.v~$.nt 
.Jt~ ,~o\fet'lUQent $pending 
.deal ;UPOtt~' 
.. tt'S.ll$-T~ 
'!" to :tb~' ~,~tot thf!t'worl,d 
... to .Jll.d~$tlnattona 

S~a.1 ~~t$ 
" - t;raws~Ta:sman 

...trcmttte~~$t "renewor' ld 

.. trdnl,all '~Qtlrce$: 
SaIat1ee of' trad~ a 
Camst'!lllerpl'ice lnde'J 
,il.S! rat~ 
'"Qenta! price of capital 
aentalprlce ot agricul cural lcmd 

O.Ql 
0:,,;,04 
o~oo 
O~02 

6.93, 
-O~22 
0.14 

a.30 
-0.11 
0.23 
0'.00 
O.O%l 
Q~01 
0.07 

-0.09 

o "0 
0.13 
0.00 
0.01 

a.10 
.... 0.60 
Q.21 

1.19 
... 0.70 
Q.$6 
0 •. 03 
0 .. ,05 
0 .. 20 
0.'18 

... 0.05 

n Ratio of change in the balance of trade to net domestic produ~t (per 

oent). 



faBLE 12 : f£ST.lHA11!D 1!11!CTS 01' TRAHS-TASMANSUlr11HG REIOBHON QUTPltr LEVEl..8. 111 CllIlODrty Mn :bSNllt CA1IUOlt'#' 
AUSTRALIA 
(Peroentage chana e) 

Growth in salestl 

~~1ty InteMJediate Chaolfi. oo_e,. Commodity usage Consnmpth'.m EXports in ,stoclm 

1 Livestock -0.06 0.02 -0.11 ~-n.07 
2 Other agriculture -0.15 ... 0415 0.1S ~O.*1l!i 
3 Othe~ primary industries 0.06 0,,{)3 0,01 Oi04 
II Heat products -0.07 o.ot -0.·18 ... 0 .• 436-
5 Da 1ry products .0. 1" -Oina .O.2~ -0'~09 
6 Other food prod~3t~ -0.09 ,3.08 '0.10 1000.0.5 
1 Beverages ... 0.01 -0 .. 07 (}.64 ...(}.,02 
8 Chemioals -ii.OS 4) .. 01 2 .. 96 O.~12 
9 Petroleum and ooal produots -0.09 0.01, ~.35 o:!t28 

10 Other manutaoturing industries -0.05 ... 0.03 0.52 O.~Q1 
11 Const..-uotlon 0.00 0.03 ... 0.01 0.00. 
12 Wholesale and retail trade 0.00 0.04 -0.28 O.ot 
13 Othe~ pr1vate servio~s 0.00 G .. o4 -0.'55 0*,00 

'total 

.. 0.67: 
",,0 .. ,05 
0.04 

.,0.0& 
JoloD •. 09 
~n~.05. 
""n.:flZ ,. 
'0.12' 
o,,~8 
0.01 
0.00 
Q"tH 
O.t» 

-.- -.-~': .. ~ 

a Sales for 1nvestment usage are held rlxed. Sales to the gover~nt or all ~ltt-=a .graw at 1)*02'·. 



TA~l 13 ;QTlKATEU InlCTS OFftAtlS ... 'UHG SlUPPING REro .. ON OIJ11ltrtLDlUJI. nyOltlfODlft ANDlIS,At'II CA~ et' 
IE; ZQUIR) 
(per4entalo chance) 

_. ~.~ - " Ji ' -( -::~ J > 

'~lty 
tlUmber 

1 
2 
3 
II 
5 
6 
7 
8 
9 

10 
11 I 

12 
13 

Commodity 

Llvestock 
Other aariculture 
Other prlaary industries 
Meat produots 
Dairy products 
Other toed p~uots 
Devorssea 
Ch~ica18 
Pet.roleum and ooal products 
Ott~r aanutsQtu~in8 industries 
Construction 
Wholesale and retail trade 
Other private services 

Growtb in slleaa 

Intermediate 
U8ase 

... 0,11 

... 0.25 
0.35 
0.13 

... 0.11 

.. n.OJI 

... 0. III 

.. O.Ql 

.0.09 

... 0.10 
0.01 
0.01 

... 0.04 

ConsUUJ{ltlon 

0.08 
-1.80 
0 .. t5 
0.07 
0.08 

... {)* 111 

...:U.39 
Q,,10 

-t).l)1 
-0.05 
0.13 
0.13 
0.13 

Eiports 

.. O~21f 
1'.7a 
0.01' 

~O<t~8 
·-0,36 
2.a2 
1.33 
8.1& 
1.91 
1.02 

<JO!O.02 
... 0.68 
.... 2.2'1 

~e 
in o#to.okl 

... 0.17 
O~96 
0.31 
~.al 
",,0.20 
0.lt4 
0.08 
0.4' 
().95 
0..22 
0.05 
QII~02' 

"",0.11 

a Sales tor lnvestllent usage are held fixed. Sales to thegovernh'lent or all oOlNfi.Odltle:Jsr$l ,.t O.1lf,. 

Total 

..... O.J1 Il." ~h3t 
... n~31 
~O.:20 

O"Ji" 
·u~~,Qtl 

0." 
()~95 
:0 •• 
0.05 
0 .• 02 

.... n.11 



· t .... ,~···~.· .• ~_~j~ or:·~T~$Mft'_·IIfQtIt·· •. ~ , .' > 1~~·.''.~lU,"_~TtfJt, .. ~:J:A· 
, ,: ',:(h~~_;"tld., " '". . 

;~ . ,"eo; .:':- :·,w: .. <~. , ('.t"~ J,'~, ",,' 1 

",. 'H. • 3 ; f _. $ 

L 

", ;:~ " L • .. J: " J, 'l t • j" ': 

ta New .. ' ;to, 'the ae.t ,tout 
%.i1i11d'Q~the 'liqrld " t{"tlUtlons: 
f : ~,,J, " 'S: 

·0.1 
-0,,.1 
O~;O . 

... 0.2 

... O .. 3~ 
-0.2 .... o.a 
.... 0.2 
0 .. 0 

-0.2 
~.O 

-0.3 
... 0.6 

~O.·1 
0,.1 
0.0 

...0;.,.2; 
wO,,2 
0.1 
Q .• :6 
3.0 
3.4 
0,,;$ 
0 .. 0 

-0.3 
.. 0.6 

yMt& 15 :1$fIIf41!D .£ft'ECTSW !JWIS..!ASIWI SHlPPIJlG ··RErOaKCIJ DPORT 
~, BYC(lH)DlTI AID D£S'IDllTltII,. ZULAID 
(Percentage Qhang.s) 

eo.oalty 

L1ve.$tock: and lIvestock products 
Otherqriculture 
Otbetr'prUliry incl\1Strie8 
Heat products 
o.~y p1"Qducts 
Other- ,rood products 
Beverages 
CheDrlcals 
Petrol.. and coal products 
Gtlt." -.attufacturlng 
ConstructIon 
Rbole~e and retail trade 
Qtherprivate services 

Change 1u Exports: 

to New to the Rest t.O all 
Zealand of the World destinations 

-0.2 
18.0 
1.2 

10.1 
to.4 
9",6 
7.8 

17.1 
42.5 
6.6 
0.0 

... 0.5 
-0.2 

-0.2 
.0.4 
0.0 

-0.6 
-0.6 
.0.3 
-0.5 
0.8 
1.5 

-0.3 
0.0 

-0.7 
-2.4 

.. 0.2 
11.8 
0.1 

-0.6 
-0.4 
2.8 
1.3 
8.2 
7.9 
1.6 
0.0 

-0.7 
-2.3 


