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I n tr()d~lctiml 

In this paper nmcthodtoc'\m.nine the lnnuenc(~ of intcrestg.t'mlp~ in determining (he 

pnwlsion mu[ levc-l ufugriculturnl adjustment as~istnnce is outlined. The purpose of the 

Hluthud is ttl unernp!; to c·~plnill ~ls!'li~1.unccwith refercn(.~·c 10 thel)OUth.ml .. cconomic 

nUH'ket for regulaHnn. 'rh~"bnnges: in cnnsurncJ' and pI'ooncer surphlscs that rcsltlt 

frOtn the policy eflcct~ Otloutput pri.l;c amlqmmtHy nrt;'csthnuled, "rhe cxplutlulion is 
hused purtly 011 a po1iticnl p .. cfel~t~nce runt'tion which dcpend~ on the iInpact\ or the 

subsidbcdcredit policy. "rhe eJfcct this instnnnent bus on murket purmneters and Oil 

the pnHticnl welfare\\'cight", is e~thnn.ted. [~xumnmtiun uf the price i.mpncl~ of the 
pt)llt~y wUl cnnl-.le the prmlu.cct~ wclfnn~ weight «(hin the political prelitrcnct~ function 

to he esUmatcd. TIll! vnlue the weight. tnk\~~ \viH aS~I(~"~plal1ntinn or the policy in 
tt'llttn'l;; of Jntctcs.tgroup nctivHy tn hemadc. The producer weight".! Hrc t~stimaled in pnrl. 

u~.ing ex .. post {)hsctvati()Jl~ (:m theompm pt~iCt~ parametel' to infer the \ nlue~ tht"wdghts 

take. 

The method ernplnyed inv()lv("s three \clngc" F}r~t a factm' priccmodcl i" US.t,;~IJ to 

cnlculate tbcenect~ of the suhsidy nn the pric.e and tll.HUlIHy of Ullt.pUt.' m theilldu\U'ic~ 

exmnint.·d. Second. a welfare ecn~m.niG'& model j~ u\cd to cakulute l~cnllomtl.~ the 

tnltl~fel's thut l'e~ult from the pulicy. Third. i.l poHttcul model. of intews( group m.thity 

i\ tlsed toe1'itimateprndut~cr \\.elfare \\'elghts In a politic.al prer,'rencC' lutlcUon. Only the 

pnlitici,d nlOd~1 i"\ shu\vn in any detail here. 

A (;'nmparHthe ~tutlC' ilpprmu:h b. u\t!d to c">timate the policy lmpnCl\ and the pruducer 

\\\\~lfnre Wt~jght!-- m the political preference functmn COlnpanttJvc st.utn: anaIY~I.s is a 

technique \\lnch cnn hI! u\cd tn a~sc\\ llll~ dfcc\\ of ml exogennus polky change. on Ihe 

pdce~andquunlitit', truded In the nmf'kct .. The genera! form of (OUlpanUln~ ",wli~\ 

an.:\ly!-.i\ of pnhcy in'trunh.~nh {,'on~i\t\ of dmni!H1!! a J:'lOlu:y whlk' hnlthllg an ntb.cl 

clldogcnnu\ factors in {he mndeJ,'otl\lant. und mml~\iflg the ('on\cqucnce\ of th" po.lu.;y 

chm1!Zc for vitrl~\hles of intcl'c..,t such as olttptH prt~·c nnd quantity. In poht'} umlly,i~ 

involving input suh""idics. it h t1CCl"'o\tll'} to model the output nnd Input mm'ket" to 

c!<;Ummc the impact of thcpnlicy upon the IW1~e und quantity of output. 'flle\!;:"' rc\uft" 

ttre not I.,hmvn here hut arc needed m C\tinluting prodtu:cr v,;('lran.~ weight, Ul thl,;" 

llUlHu.'ul prd'~n.mc(" lum:tinn. 

The Role of Inter'cst Gt"OUPS in Public Choice TIICOJ'Y 

lllterc\t gnmp~ playa central role in puhlic choke, It j", H,\umcd thal.lhl~Y orgullI,e to 

,et~k n:1:!ulHUon \\hl\:'h will '\llvnul.:e the mtcrC'loi.t" of [heir memhers, Puhlic l.;lHH('t~ 

t!x(lminc\ wlll~thefpolilk'ul outcome." are mnuI!Llc~!d hy pn\\(,~rJul inlC'n:~l groul)\ lUld. 11' 

~(l,\\,'hat. fnrn' tht~ tnl1ucncl,; take" Regulatory ()Uk'omC~ (U~ \'k~\\cd n-, l(,.%pn.~\cntmp the 



c{}mpetitiol1oJ' ttbrnad range ()fintel~S(:s~eat~h in{ere~( rept'e$\mttJdbsgrmlfls; l1f 

intliv:idtluls. 

Suc"e~$rul interest gronp~'l< 'vhil~tdifnf.;uH tn detinich~ety d~I1I1C'" lClld ltlhavcthe

fon(,lwin~ clHlmCl(;~r,js1ic\: 

tl often thC'}' hnvennv nlt;!mt-mrs., a'i;.t<;'tlmll~ll.edgrtmps cun irnptlSe di'iL'ipHne 

uron:th<~ir lm~ulhet~lup • 
• the> art~4)lt(tn wdtm;,,g~Uliscd\vbkh ,ct:\nblt,~ them tnl.af~}ttI1nHticians\vho 

may he ~lhh.~ tu ufler~uppot't and to al",od~nt·t:i uUt"nthm hy {be puhHt'" or 

Uih()t' jnter~~f,it gruup" from tileit' {f:C(i\Tti~" : 

• tht~} uHcmpltnplutnute- dlcir mm\ ilud CH(.'lt pnIHlt'~~l \UPpUl't hy huktnp; 

tbt)""(," aim;, tt} pnpulm' !!onl\ ; 4Uld 

• the,y ·offl,it'l t"tmUllenmr}Hl' fC's"urch findt¥l{!\ dlat (lteml.\,cJ'"etn lhclf 

lnler~~t, by mt\mrrH1n~lUnn or uthCf ;lPPt'ah to l\\lhhc(lpmmn 

The Jtt~tit)c(ttwn~ th:;;lt mt.er~\t gruup"" tr~e tn nhfiuu i'",\,ij,tanc," cun he: t·tUdi~llo the 
!\u~ees\ ur llthcf\\:l\C' ol tlbta!illng thill il~\l\t.anc.e, H l\ highly hk~~ty lhut the pun,lSUln of 

il':i\l\tim~~c \HH he ~miU:h~~d to gtlilh that alt' hchi to be ImrOl'lllHf fly tlH.' Imllt~l'Hy lit' 

~odcty, A!',,\l\;HmcC thtt{t,~ \een lu he nwreiy an in~umC' tnm!~t,,~t' '-illi he mOrt.' hkdynnt 

in he ~upported than tl the tt~S;il.itanl·t~ t\ anm.:hct.l ft. "umc other goal hkc.tn(fCu.\m!1, 

n':SlJurc~ effu:bmc) u~c, ~nli:". *~Iht: <'~"J.I.;t." f{lr {he pro\ i~.tnn of itdlU\trmmt ~t" .. t'fim..:,'c 

through t.he R.urid .\dlu,~um;·nt SdJI,;~me #\,\"i"",htncc j" iut.acht.\d ttl ohlainm~~llif\:t,,;11c,t' 

,PtJHc y oJ m~rctl!-tf:d ,efn4,·lt~n~~y Ul'th,· pnn't'lnn 'Of .,nnl~ mnmnurn lc\cl of mcnHW fur 

fiU'lller~, Farm iuhby ~rnup' m·t~ nnm.~ hkd,y tu h(." ,u~:~'c""ftd If the}l,trc drguUl!t for 

u,-\oj:istatll..'e on tbe gl'ntmd~ of f~.l'iht~ttl,n!! -.trm:tun:ddltlllg(" rdtb~r than (run~(crnn~~ 

mcmne to their nlcmbl~r\, 

hCirn he il:-.'t'rtcd fhat m mn"J i.."l'utmUHC ~l\\C'~'mcnh. llit' t onnulalj~ltl and 

I.nlplcmcntatwn of pnh('t(¥~ ilrC\IC\\cd Indcl'l~ndt..·ntf) lromth~ l'R'hti~id pn1t't"v,." 

llnwev!cr. poHUt,'ul ~nd t·,nnOllU\: mlirkcf ... m4!nntUld(~i1{,·ndC'nt (.~ntdu::," l:('~\UHnHC 

tlUb:(,)ml~' rc\'ult frum pulley l(lrmldat{ntl ilut.i tmrd.I.'mcntHUt'Hl ~Hld puttt tt;af UUl\.~Hmt"!I> 

reliiu!t l'rrlnl the mtt~nli,,·tinn olc-C't)ftomJt,' tnt!.;~rC4.;f' m tin.· Pt*bli\.'al mm'kl:'{ ~:lnt't~tn:t,!'r. 

~:urnm.t pnhct(!~ rcflt,.<.;t ;.t poHtit'id"(~cnfHlnUt~cqulhhnmll \\.Jw:h t~tt.(.,~ Hlh; a~'Ctlurll 'In the 

n,~tc\:'am fun.:'{~'" \" hh.:h ~lr(.· repl't'''(.cntcd 11~ UltCf\."~l ~rmtl'!". 

The m~\lorhy tlf t'mptncitl UPpHI,\iHuu\ nf mh:r<!o",t group th(:or) h~l\t' un. tht·t.J ~m 

C,\U:tllUU1tHm olhmlt s. .iUltl ndlcr fum):\. of rt~g:uhtunn. Nutable (.:nnU'ihulOf\ tu dWIt Hf('U 

llrt::~lugcl~. Urut:k und "r'm:Ult! (tq~{}f. l\pphC'\ltiHh~ Hf intcH.:"'\t ~~rnup Iht~!",ry {u 

agrt~ultur(' h~t\ (J heen undertaken h\" Rau""e'r undPn:~~halnl ~ J trM J. Andl.'r'lunli ~JIX 1. 



ZllstntUl mt(1:Atnind( Itn1),,~1tlcJ\:ula)~ tmd Ntusgr.~lVe' r1982,1", i\:lll(!Aul~\y~~1usgrtl\~e~ 
Tlmmu~ nnd ,13urgc' (19S5t RuussejrOJ)82)~Ctill~dner n983~ 19S7:u.;hl t\nd()~t . .tIukc and 
Yun (l990). 

Frmll ~l pohHcnlcctU10ltly ·vteWlloint:Rnuss\,"fj" ( 1(82) uuUiucd three uJlcrnnUve-
11er'SrH~eti\'c~:\\l'hic'b cHubc u~ed ttl Cml)irk~~lUy nnn.lyse .u policy. 'fhen)cu~ (~t)uld he on; 

·cstimnting poUe)' insh'umcnt he'll~\vioutalcquati{)n~ clirectI~~ : 
• the stl'u~turC{}f.ttl~ behnvtmn'ofnll ~tgents itlv,ulved inpuHhcu.lecnnntnic 

n1iu'kcls, .; and 

f!~peciJying undestirnntjn~ the structure \vbich c;'lplnrcs the governing policy 
thntugh ~lp()litictll preferen,ce ftmclinn. 

The Urst .appro~}t.'h hwolVt-s hYroth~hiliting relc\um linputs'\vhich 1lfC' rf1~~pnn~lble fnrthe 
nl.?currence of'uutput', lnlmt~ nlU:,y il1c1udelh~l1nlh:}; in~trtttmm[ uno miler variables 
!ike It)hbYl.ngC'n~t'S~lnd tran.~HeUnn C()."l\ of the iIltCr<!,,",1 group~ tnvolycd. whde'the 

ou~puttsthe re\vurd~ un jntere~t grnupgains from the .regulatu:m. In the l'tccond 
l.\pprmlch, the imernctino t~f tht)sc \\ho ~upply and llenumd rcg,uiatinn H,e. goverunll.mt"", 

nnd lluere~t groups re~pct~tivcly J fnr H pnrticular.poHcj' In.~lrtlmentbc,~tinmtcd tn 

determine lhe level of g{,wcrnmetlt illtervenuon. The tbird ~.lpprnttch invnh:c~e~tim~Hn1? 

a pnlith:uI pfeferCllCt~ l'unctHm WhlCh t'cpre"~mt~ a cnt<'l~mn fUt'll'tiun fnrp()b(.~y sele:ction. 

In t11il') papc1~ n t.:umhtnahon of the nr~t and third npproad:lt:~\ is tl~c(l to t~xamhlethe 

<interest ;grl)tlp tht·ory . The pohtlctllpn.~lcren~e futu:tum ilpprnm:h \\:.a.~ dc\;clup~~J hy 

Ratl\,j~er :md l;r~ch~lirn (t914~ and Zu~rmm (1976Ll~ttus,,*l~.r(I',Jg2. H2Ml ~liltCt1 dmllo 

lIle p~)IH,l.<!uJ prel~rcnce fUnCtlml.aPJU(lU~h: 

· Revealed preference' tnt the gnvernment) i~ U\t,'d enlpil'lt"aU) (0 mfct' 
the weights w'I'\:odaledwith pcrrurnmm,'t~ mCil'U(CS n,~prcs~nHng tlu: 
itliCre~t nf\annu'\t~CHnnnlll' group',' 

It h llSs,umc;..l tbaL puh~'>d)t)ke Ul "ocl~H) b t!d\;,(:rned hy ilcrHcfHm fUtllllun 'rhl"

"rH~nfm fum,:tH)flllot ,.1 pnHtll'a} pn:ft'rennl hmet,ntl.\\ hkh ren(~t.;·htbc fH}\"~n um'! 

influence or jnterc\t group'" tn ,ohtaImH!! tran~k~r~ t HI."l'kcr. 19}tl) 'rill" ftm(.:' lOn 1\ InlJdt~ 

up orpC:l'ft)nlHmt.:l~ nlCU~Ufe\ lilt t~H<:h Hlh!rc~l group, The ur..md f'C'pt'¢\tmtulwtl nf an 

hUe-fe's' grnup~ perfnrmnncc m nhtmmuf,! '~lluliIHnu .arc m(.·r(.~H,~t"~ in eIther nH.'umt' and 

or c'connmk ~urpiu~ .. 

~'\t:cnrding to the pnhht:al model. a government lmn;jml'\;~\ u pnhll\.';:JJ r~rercrcncc 

ftlUchtm wlm"tt;\ ar!!mll~~nh ~Jre th~ \vt!'lghtl!d tnm",h'r~ or ddle-rent mh:r\: .... t g:rllUp, In n, 
~lmph.·~t form It l~ 1;\ .... \u~ned dmt nnlyt\\u hllt.."tC'\t g;rnufl .. C\l .... t. prudm.:cr1.. and lltm· 

prmltt,~er~. and tb~u th~ir ·weU J'\:+in~ \."~n he ul.:l.'t.lrmciy U1Ca~tlreJ b~ I"rndurcr 1.md 

(;tllhUlUer \urrlu,c~. l't" .... pcctivcly. In til" ilmctluo~ the lmp:Ji('lt \vclf!ht ... ph.u:cd<m 



prmluce)*s, uml CtlJl~Untct1;. Surplllse~rene~t the degree to which lllol.o;e ~lJt'plusestlffeCl 
{.mHtknl~utJPurLThc Jhune\vurk cmhm,ce" 'the' (lbjc.cUvcs mal dccifiion tulc~ <11' 

govcrnnl.entund {he tw.t}it1teresJ:g;rnufl~, P()licj1 fC'praSen(s an ·eqmHhrlum outctunc in 
pl,lhtit:td le~onomic marketlli. tll other \\,(ltds~ fh~ 4,b\efVcd pt)hc}# is the tesulf tJ1' the 
~trtlc{und fhunewot'k(lr~ 'cquh:ulentl~r ~ l~ thc:(;ntlt'om('f tlf ltluxhllr",in~ the polHicuJ 

prC'fcrcncc funclion 'rhn~ nmximisathmllf()blulll of ~nvcrnment .'c:"llil!-;. in polittcul 
effkn~n ... ~y wllicIl iJlvnrhlbly Une\. not corre~pnnd tOt~eonmnic cfficichCl' 

\VhH{~' n nml'lbCf'nf alhl'rnati\<~apprrmdle~ t() ~pCl7H}'ing nudestimating n pnWknt 
prefe'l~en~c functhlll itlr ugi\"cnrnH~) tnd),bcl'lHSsibrt\ Rau"'~er nndFn:,eh~lirn's {1974} 
npl"lfolidl j~ tht~uu)~t ~U'ilightt{)r\v.:tru, "fhi' upprnm:h in\'olvc~ the: 

lJ sC'lcc:tinn of relcvnnt varinhl(.~\ ~lS ttr!!um~nts ; 
• d.etetlUirmtioll(lfi:tU apprupnate mntln:"math:af \tJ'm~tnre ; ,uud 
.' (.~,tim~diun uJ a set nfvaht(~'" for the pm'amt~tt~r\of th~" function, 

Tht.} s~~lt!elinn of the ~u·gumc.nts '\\hlt.:h nretn he Ult'lmit"d Hl the IH'cfercnl.·t:~ fWlt'tioH 

~h(lltld rcf1t't't the f1C'tf(lrnmn(.'~me(l'tU'es whkban:t:tJw'I'ldcrcd impnrtunt hy dt"d.sinn 

maker~, 'these wm gcn~ran} n.~lilte tn the c('unumic \veHhcing of' lntl"r/:!-..t grnup'-l 

jjffe:cted h>, thepnlH':Y m~lnUlll.mL If prndut~cr"', l'un~mllt~f~ and l:*~pta~:cr\;u~ 

rcpresenullj;ve of the iUlporWtlt HHcl'e"l{ grmtp~ ttl ,Hdcty* th(;~ir imen:~s,ts ('un be 

represented by pn1du(.'C'f ,",Urphh. CUn"iUln~r "'UJ111u~ tUld the HtlUC nf the po{icy. 

rc~pet'llvd) . 

AcctwdiU.lJ to I~uu'\\e.r nnd. Fn.'t.'bairfl { 1974. ,~:U} J the 1.1pprnf,,:'tatC' nHtlh(,$mmi\;ul \trucWrc 

is primunly it functi~.m of r~r\umll \:llnk~t:, In (liher \\o1'u\, tonl..t{h.'Httmn ,hnuhl he 
given to ~irnpHcil'yalld the uhrmulc U\~ uf tile- pntrcnmce flmd mn. (."(\n~qut'nt!}. tht:t'c 

i~ no re~*"'(m In ht.'Ucc\:'c tb~tt a lUlC'ar hilu;ltomll form lS ttut an apprupriate Hlt"thndand 

mny be a l'Ctl"tnnuhteapprnximation fora more cmnplcx. hm~HomlJ lorm.The 

t'''+titlHltInn prnf.~l~(ltlre til., an arhltrary t'huit,t· c\\entmH) h~\lwl~t.~n lWo ~lrlHUtu.ht~~.; 

econometrj(.·~ ur Cnm[Mtlttt\{: ..,tuHe"- ttlgchra. In thp~ ... tUlly a \\cj~htcd up'~re~w{hltl 01 

cnn\urnt.~r"" and prndut.:ci''\ \ml'}lusl~\ i", u"'l~d 10 r'~pn~'t!nt the panum, .. tt.~rl;, tn th~~ huu:liun. 

The Ulltlherll:atkal form of lht.~hml·unn l' ~)~~tumni h:H;' In h{." u lme.ur tUUdton. 

E~tunutc~ uf the ~ufpiu't:l." and the a\\ot"iatetl weights ure uudcrtHKt"t) using t1tt~ 

cOlnpumth,e \lahc~algehnl appruach. 

Polilicul pr:t'ten:~n~'t"\ haVt.~ many gna(;., with differing. \\ei1!lltl;, on {~ilI,:h gnuL Imcn.~"'l 

gtHUll\ ~lu.cmpt to dUUli!l' the prt"lt"nmn*\ of gn\l .. ttmll'nt~ .. lh:.'nt:e. tht" \t~i!!ht~ attm:lwd 

tn gOi,d\. or 11c.rfnrmum:e mc:a~lIre\. that fClUh,.> to thcjrt\cU·I·~"ing iUl· ("uu!'o!hmlly 

l,:baug,'ln,g. lltlw th\'~"'l' \\clp:hl!-l thangc 1\ tt tllr~t:t n.!\tdt of poHt.h:~li'l,,,:onumk thtflHUltl 

und ~uprly, In Hnetnptnt.:~d \;1'lt~cHictttiun Hf tlll~ n .. ·latmu-\hip. pnht.t'td \\.efhut· \\dghts. 
a"i~o\.:lil.t"d \\fth (rml'\krli,rakm~1 pltlt:e \\ Ufh(.~ rt"'pH.~\CnICd hy a parimll?r\~l. (H l \\'hkh t,,'.tUl 



eithc.r he dclcl.\mincdex"'tU1tc nndt.~X{)lt,cnously.·t)r dcdvcdc;x .. po!)t und n!-isuUl~~dlt1 b~ 
de:tennlucd .clldngctlou~ly. In the hrttcJfcnsl! .Hle :we.i:.gbtsnss()cialcdwith Ulcvnriotls 

pert)'>!:'·,l4U1Ct; me~ls.ur~$ \vUlnol. lhecot1slRtU~ The .UllUJysisuf lheintcrc51 group thenryin 
this lUlp~r jnv~dv¢5thc rnenSl1reU1Cnltmd.c-hnngc oflhcse wcitJ,bts, 

"t'hemcthm:l ofc1'Iti.mnlion ~mdertnk(m tonpemliomlh~e lhcnppn)d.dl specified ubovc 
involves: 

• specIfying utld chthlulUng out.put !'Iupply nnd dcmnndn.ult.·tilll'~ USltl~ dllttl 

which mclud~h the 'with poHct situation .; 

., \imulat.iug the \vithNlt pUne}' ~ituminn. hy modelHng the policy vul'itlblc 

tutti ~ulvinp; for n1.arkcl«cl~~lrbl!l pricch nndqun.ntit!cv.; u~mg ~. fm:tor ptk(1 
m()dcl : 

• ('idculnting the tmn~fcr'" llun re~ult from the policy. u.~lng a w·cJfal'c 
econnmif:s rnodel ! .utti 

• modt"Uing the poliHcul cC("llwmy ()f thctrufl,r(m",~ hy "pc-drying it pnlittcu.l 

pl'eFet<cnce fltncHnn and tl~ingestinlilf.C" for the \\'ejght~ aum:hed to 
prodtlf,.'.ersweU~m!: tn examincwhcther the innucn{~e uf iuterc\it group, hu\ 

been "ignifictUlt. 

Only the estimnted rcsult!\ from the hvo lmtC'rprocedurcs, are ~hown in this puper. 

In Gal'uu(;w\{ I 987u) rraml~\vurk~ the impttcts of n prodlU.;tinn suhstdy at'C (.'uncl."tptually 

(heMH11C as the ilnp:,u:ls uf a derh:lt~ney payrnenl\ "dlcme a~ far tl'~ price, quantity and 

\urpln~ tnl1llifers arc concerned. Thi\i ftan1C\Vnrk ~.'an he mhlptcd and u ... ed to l1lodlJl tht:' 

inlpnct~nf the credit "uhsidy on thepoliticuI \vcighl.s. 

The public choice 'political) cnn\idemtlon~are rep.re~enlcd by a relevant wClghting of 
consunwrs hurphl\. prndw.:crs ~urplus und tax~iljon in it \odill wclfm'c fUnl!lion~which is. 
tuken to be t.be revealed prcterence function of the g.rn-crllmct1l. Thh \ocinl wcll~trc 
function l~ H~pre~cmcd by: 

\V =("5 + H PS '" T 

• \V is \'t;el fure ; 

• CS J\ con\unwr \tlrplu~ ; 

• PS is pmciw, .. cl' \urplus ; 

• e il.; the poHt.ital welfnre wei.ght fru' producer" : Hnd 

• T b taxpuyet' co,t : 



f< 

Q 

CS =: JJ)(Q) dQ,. PdQ 
(l 

.. D (Q) j", the price dQPcnd~mt demand functi()J\: 
• S fQ) j", the price dep~ndcllt \t1Pllly fUtlctfon : 

-(P",i. is Ht~pdcc dependent dClmmd price; 
- (p~) is the price dc:pt~ll.tk~nt ~upph prif:e ~ 

A~ . . . . . . ~ 

• <Q) is: the nh~er\'cd muput with the f1!lltcy ~ 

-(1'>1') is the with\,tlh~l.dy Iwke .;and 
-(PH) 11-. the without I.,uh\idy pritC', 

The fit''''l ordercondithlU fhrn tnnximum is ohtujncd bi' ~ub\titutjng e(lttatjnn~ (.l)~ (,11 
I~ 

{md (41 into (Ii and \(~ttjng the derh;alive \vHhrefiipet"t to H)) t;~qua! tn l:cro. Thj\ re,tdt\ 

in: 
,/;, 

Q 

\v :: f Uf{,,!} dQ "I'd (.) 
() 

#. 

C) 

+ H 11\0, J S~Q) dQl (PT" Pd1 Q 
n 

". and diffcrentia.tmgwith l'f'~pect tn nh~cned quantit} (Q) result" tn. 

d\V ... DlQ) l)(Q) -QJY{Q! + (1 [S(Q) + tJt:)'tQ} ~ '<QI] 
dQ . 

1\ ft, A 1'1. ... 
. S'(Q)(} ~ SeQ} + l)lQl-r QIYQ :::; 0 

• f\i =DlQ).-.. lhe 11rk:~ dependent dt"'mand prieto;· a" f.!itt~nhy thl~ in\'t'I"~" 
I; 

ueln~mdcur\e fur output Q ~ 

• Po,:::: SHJl i~ the prit~e dependent ,upply PTk'C m. ~H\'Cfl hy the h)\C'f"C ,,-up;p}) 
"-

cur\'~ for output C,,;): and 
1\ 

'" Por:::: SrQ) which h. cquivalemh') the 'IIup1'1> pm.:c. p ... undC"llht· pnlk',Y. 

SubstItutIng Pd. P"" and P,. into t{H lht'J~ dh!diny thmugh hyl\ and t;.'utH'cltjnt? DHJl 
and S(Q) W C'hl~tn:hic~. n,·"ultl., in: 

::::;: Q~. dP-t + 0 I' + a dP".( \ _ Ell' ~ dPr t) ~ p + n 4- 0. dl'd (). 
'" .... /" .. .!./ '" f, •. ~ ., J-,i .. ,f It) 

dQ dQ dQ - {""l 

fi 
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dIldO: . . .,' dPs.Q ,dP~ Q ' P ,ell>{' .t\ , 
~ -~lQ' Ij~ + U+ °dQ' fj~ .. 0 ~'cl'Qi)~" 1 + i)~ + d~' il~ ~ 1) 

o " IP, ;:;;:: " .. 1 .. " ,.};> '. d = () t1} 
e f? 1'1' 

Hqullfion f1)· enn h~i! nNlrnUltt,cd to yieltl the I1dc(~rnli(l~ in terlnsuf tllc~~lnstidtit!s and. O. 

:1" il I' _~t ~o + 1 4" :, 
PT ,1;l'p 

:,: I ~ leo It 

l£xpt~~'itlg :t;~qualinn tH} int~nnsof J~r ~l\ ,,~umpmt'tlIHtht~ .tlo"prtl.p:ram price Pth 

ll~~mme\ thaI Ill!::" suppl} un d01nnnd rum:tinn~ lm\'t.'u "mt~tmH·t~la'lh:ity.\vhkh Ul~ 
Uneurhl tt)gtlritlum~. \\:hicbovcr ~maH chnngC'\ is ntl (IC(;cpt~lhl!! tl'~umpUun 

CtlU~c(lUcnllYifetlUaHtm H.n,,~nnhe rewlHteJ~ w~: 

ed .... r:\t ,P't' 
llr - 1>0 flU 

/l. 
A.qflIAQ:t 

= Pr IPu 
A 

Q/QU :: 
Pr PH 

• AQil is thecml~Ulnt·eln.i\ficdy dt~nHmd fun~thm : 

,. BQI,> i~ rhecun~t,fUlt."cl~\\th.'ity ~upr}l>' limcUnll 

If (;' i\ defined us the fn\'i.~r.,.c t,-lasticHy of ,,;uppl~ 1 ~ then t:quatfnn f9J C~Hl he rC\l;,:riucn 
t' 

'\ 
Q _ tI?;T 
Qn - {PH 

If 11 h defined a~ th,," in\'CT't' ehlSUdl} of dernand I • Uwn "uht;,tHwinl! into (oquutitm 
1) 

{lOJ. (e~uHs in: 

(8) 

£>,1 _ ~ .. f:JT·JV,t' I J 

}'lr - (, Po ( I 11 

Substitutingcquatinll (11 ) intu equation C7} and "oIving for f'l I Po. using tIlt.' fuel that 
I (' 

(It I!~ -h = (11 (I llhen: 



''{''':o exumine the wclftH'C weights of Iwodncel~", n IneqmUiml( 12)tllUsl he i~()lated. 

lletvl'illng (lZl.lel i\;·:::; I;:; .tll1dW :;;: W *'(' l~ then 

''(''a king logs ... 

'rhefO fhrc \ 

or 

A = [1 "tj(O " 1)1\11 

in i", 
lIn i", 
\if 

:; W ttl fl.' l' (0 .. 1) 1 
:: tn [1 ~e rO ~ r):1 

AV'll =: [I "e (0 * 1 1] 
"'tIW .. H ';.1'41 

'" I, -= 
I . A 1:111 

t.' 

G = 1 + l~ ( I ~ f l.~:;' 'Y': . ('1f
t
, cl.2"} 

.Equation, ( 12"} can he used to derive the political Wt~ighting { O! givtUllo prmlw:er"i< h)· 

the govenuncl1l in the political preference Iiuu::tion.Te\{Uhh: hypnth'>"IC's(.un then he 
dcrivl!d from theah()ve analytical fmmework. The~e {,~an hcdct:ompowd acnl~~ 

poHticuI economic supply\icr~u~ demand .intluem.'c' reflected in the poHlkalprcfcrenre 

function, In tIll" section the hypOlhl~t,;i, to he te.,tedb \\'hc:thcr ur not (3 hgreull!f tilm). 

equul to. or "maHer thun one. 

Gnrdnet' n~~um.cd thut the pnHtknl \\'cigbting. 0 \va\ cxogennu-;ly dClCrminl'd. gnmwr 

than one tutu t't)Jl"ttant I.e .• pn'd.uccr\ wclHlrc .is ght'J1 a highl~l' \~t'jghting thHll 

Cml\UmerS and tu~r>nyers hypoHc) mahers. 'rhe prodW':C'f \vclfarc nutximbing 
optimum price mul/or 411u,ntity i~ then dcuved ({'fin! tl ginltl \'alm~ nf B. Polley makef', 

are us"umcd to fuvuur ll*distrihution ((}w;udprmJut"crs. :l\~ uy from COIl\lUllCf\ and 
taxpayers, 

In thh pnpcr u diff~~lVnt at1proach is takl~n H'-. thcinfltlen~:c of UHl~red gnmp"i jlot 01 

cnm~cm. h b a'~!-<umrd that (I poHtkall'quiJihdmn -t,lxb.t\ and that [11" polky in,llllHlt!ttt 

level t!'t dctcnninco cndp~t:<nnu~ly. The puo.:.l m.'tual h.!vld, nf tht:< polk)' iu,trumenf urI;! 

u~'Sumcd to be optiHUll. and th.ut policy makllr~ H1~lximi",C'd tht~ir cntt.~rinn function. 

t Tsing cslimutcs t)f the polif,,'Y ,~nect~ from the factor prk .. , modcl on output prk,"\O; and 
quanliticl\ it i~ inferrcd \\ihm t.he politk~t1 \\!.tight 0 for prodtH.:cr !!ruup~ mu~t IHlH' ht'tm 

in tlu: pnlilkaI prefcrenct,.~ function. rJ,;i11ta flu," \a.lue .. fmm the faclorprit'e modeL CJo 



,ulld Po (the wIHmut subsidyeqtdlihl'lU111qlHHllity uno 'price), can bcest.ttnnt~df 'rb~~ 
t\ 

ohsct'ved .output nmrkef \}uanthy nnd pri~~¢Q and l>'r ttl'C ulrendykllUwn" tllcrefnl'c. 
suhsUHltiuglhnse vulues plu~ the elasticity vnl.ues iutocqunt.ioll (12jl

)t it is possihle to 
cu1cuhHC .0 fOf'cnch i.ndu~lryincuch yem' inque~Uml. ltcllee the chunge in political 
hlnuence over vent's und uvcr hldustdes cun ho .. 'nlculntcd. Vnlucs or 0 ~t·(;mt~l'l.him one ..,.' , " 'tw 

f.;lIggesl that. iJl{er~~t gl;tmp pressure hy pmdtu.7.ets rC~llH~ in n preferred wl.dful'c 

weightingtowurdthem. by l)oli!.~y makers. 

ThIs eildogenou~ poU!,::,)' de{erHtilwtl(m ifpprou<;.'htn d.i!.;cnvct:' the poH!ic~ti weitthting of 

producer!':, sUfplus~s bus been previnusly !lpp:lied inaH £tgriculuH'uJ ,C'ontex:t by Ruu~!.)~.t' 

mId t~rC'eh(lit'U t lq14J~ ZUSl.tmtHlnd Amind( 1977} unci Oelunke nnd y~u' (J990}. In 
tho5{c studicJ.; Hn econumetric ,upprutlch \Vil\ used In derive cstilnute~ of Ule price and 
qurUlI.Hy effcct~ which '\\lerc used to t?l\tinmte the prOdU"(;T \\'CH'~I.t'C weightO. iu~tcud of 

the compunttlve ~{~ltlC~ approadl that hu\ heen used. here, 

TIle w()ol~ beef.whem. duiry nnd~ugnr industrle~ \\'ill he a~sc~sed in this rmrcr.~ O\'~r 

tbe period fmm 1.9k5~86 w1991·92 'rh~,e t1vc itldw"tric.s received appnndmntely L\VO 

thirds to thre~ quurterG or tIlt"> suhsjdyu",\j~tml(.'e Ul ctu.:h yeoI'. The woul. wheat nnd 

heel' indu~tricl;, were ",elected heCal.htt of th,· \jlt~ of (he lt~vcl of suhsidy rCt.:d\'ed hy 
pruducer>t. und the gruS\ \ulue uf prmlu..:tinn. \Vonl. vdu:at and heer prudut'tionnmk us 
the fil'llt. second and third flln't \uhmhlt· ~iprk:ultlmll indu~tfit~'" in AU~lntlia. in terms. of 

the gro"l,.,.vulue of prmlu;,;tion, They Hre .lt~t' the tht'e,t~ larg~st l~edpil~nt intiustrie"l of 

aSl.j:ismncC'. The wonl indu ... try ha\ rc,t't.~i\:~d uppruX U1Ht1el), 30 to. 40 per t:~ .. nt of lolal 

as!)lsmm:e over tht p~lst fhe j't-til'.,. ''I he \\:'hl~nt and h~t·r indu..,trit!'~ hu\c r~rcived 25 tn 

3.i llcr cent mld 12 to 15 p~r t't~nt t~C\pt:~tivcl} dudnp tht., ,,>atne time periud 'fhe fimd 

tW(l ifidu~tf'it: .... dail) i,Uul \u~m'. wen.'· ""de(:lcd it'" tilt'} l\~t'Cl\ttd "'i~nifkant h."\cl"l of 

as,ist~ml·c. and ,,*ccnmt ht!\.·iHl't,·, their prnt!uctlon .... ~"'tem, +.Ut' hUtmM\C and 

gcogruphkaHy ... nnc{~ntmteJ Thll"t' hlUt;rt~ t'h.lf;U,.·!t:rt~til·"" un: h~'Ht"\t~d to a"'~J"'l 

prndui,.'cl" in tl~rit.:'ultund Indlhtrl~~ in thcir Inhhyin~~ I.'Unrt",. re~ldlin~t jn inen.'u\t:d 

Jevt~h. of a'lv\i",tanl'c. 

The dmn Of) Huml AtJju\"me:mt w .. "t,tmlcc un ~Ul Hldu .. tr~ h~ indu",;,uyhnr.;.i ... \\a~ nut 

uvuHahlt! prior In PJH5 H6 Cun"'I,Ctll:H,~ntl; .lht~ dat:J u ... t.'d in this ,rudy ts ron,frmnt'd to 

the ycar1-. Jroml9H';;' Hfl to 1(1) 1 "92 a.nd iii; \'hn\\ n in l41hk' 1 

9 



Table 1 Rm'Ul AdjuSH11cnt Scheme SuhsJdy hy Jndustty ($ HliUJon) 

1985 .. 86 1986,.87 1987"8R 1988 .. 89 19R9·J)O J990"C)1 J!J91,,92 
\VtR)l 10J (}.7 16.2 17.5 UtI 26.1 58 . .1 
Beef 1.9 2.9 5 .. 2 1J) 7,2 ,8.4 21J) 
\Vhe.ut 17.2 7.'1 14J{ 19.h 13.7 15.5 39J) 
{)airy 8.6 3.1 2.5 2,6 4.,1 ).4- 11.R 
Sugtll' 4.8 1.3 0.0 0,4 0.5 (J,S ~l.n 
Others (ttl 20,1 12.8 4.2 6.1 9,7 8,2 2:t8 
Tutu} 62.7 ~tl,9 42,9 53,;! !{,l3 (l2.':) 151.~1 

S()urc.es;'~!llculatt!t11)'()Jill{und Adjust,lllent Sf.'henlC J\i"nuHIH.epol't~ t n)H5 .. B6~ 32:~Hn 
nud (198()"R7~ 20 .. 29) nndwrlttcn nnd persmmJcomnlunh:KlJjml~with 
individt.ml stutenmnugmg nuthorJHc~ (lIthe Scheme. In cHeh ~tate nnd 
tertjhln~: 
New SCHuh \Valc~: Rutnl A~siM~Hl(.~e J\ uthot'itv of New Suuth W nics 
VklOrlH! RuralPinunccCorpnration oJ Vicwriu 
(Jucenshmd: Quccnslund lnduxu'y Development Corporatiun 
Somh Au~traUn: Suuth f\u"t.ralian Department of AS;l'kulturc 
,Yestern AusltaHn: Ruml Adjustmenf und Finance Cuqmrutinn 
TnS11lHum: Tnsmunian. Development Authority. nut! 
Nnrthcl'H Tcrriwl'Y: Dcp,utmcnt of PnJUitry hldw~H'ie~ and Fi\herie\ 

The ltlHin te~Ulll.) presenlt?d mt! tilt, prnduct~t· and constullCl' 'IIurplul., dwngcs nnd the 
prndUl'.er welfmc \\cigllh HI) in the pnUtk'al prefl't'(m{.\,' ftHldmn. The purpose in this 

!lcctitm is to present and briefly tlJscu~s thew I'C'iuIt">. 

The C\t!mutcd output pfke~ tmd e~tHnutcd output qUilnlHywithnullht' polity nre not. 
. t;,lmwn here. The c\timulc,", of the pn.lducer ',"clfurc \\cI!lht~ (0) in the pulHh:~tJ 

prefbrem:c function arc ~hnwn in Tahle 2. Th~ C!\tilnaled prodUI:(.'l and t'on~'mll~r 

~ul'plu!ol chnngcs arc ~hnwn in 'ruhle ... ~ to i for all jndu~lril,.'\. 

ltl snHllmlf)\ th!.! imp~tct~ of the poltcy thut ... uhl"idp;c {:n~du, and \vhkh j\ t"mhodied in 

the r~ural i\tljuMmt'nt Schcnlc, arc that: 

• In"c lrnm the output PrJct.· rcduclmu : 
• !!nlll from (otaJ quuntily produced itltTeil\H1f!: 

·Io .. e thun Ihe reduction .in prodw':L'l \urplu"I : 

• hN! lronllht\ \~"(drarc \\t:i!lhtill!! 01 111"i1' ... urphJ"(.\~ • and 

• g;uin from thi.~ ~uhllidy. 

·10 
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C"OllSllmCl'!-I/ Tn:xp~).yars; 

• guil} from the output price reduction; 
• guin from totnl quttnUty prnduccd tnctcusing; 
., fose frum the reduction. inconsu.mer surplus ~ und 
iI\}nw lhmllbc suh~idy. 

11 

'fhe chungcs In prnducer und COl1SLIlIICr surplusc'} that J'csul11hllllthc POliCYW(?-fC 

reported In Tuhles 3 to 7. rhechnngcs in the policy resultg in tl filII in hoth prm.lm:cr 
andC0l1MU11Cl' sUI'plu,,",cs over all imJuslries except one. \VhiIc- the impact on beef. i~ 
positive. it jl... not signil1cnntly different frotn z.(,'n,. '"rhe muin reu!'Jon fnr u reduction in 
consumer uno producer \urpJusch in uU the other indu,'ries eXtUllincd is Hmt the positive 
impm:t the policy Ims on the quantify produced j~ (ml\\'cighl.~d hy the negative impuct it 
hus on the mapUl, price. 

ProduccJ' p,·(~t'ercJlcc\Vclghts 

The panunctcr 0 measures the weight given to prodw:cr welfare a~ cmnpared to 

COnMlJller~tuxpu)er welfare in fhe politlcill rrcfcrcnL't,~ funcfir)Jl. Thcc"thlHHes of these 
\\'etght~ arc shown in Table 2. A vuluc: of H cquul tn one ~uggC\ts thm policy makel's 

nre inditTerent between pmduccf'~ und CUlhumers in redii,ilrihuting \vclfare. Conversely. 
u weight \,Hlue I)(~}ow one ~uggcst" that poHcy makcr~ discriminute uguillf-lt pmduccl'\ 

and above one in fuvour of producer!). \\' .ell the pl'oducer~ weffare weight is th~~ ~amc 

as consumers H:::::: L. output \upply i~ infi.nitcly Chl\UC. i.e, c~;:;: O. then Pr = Po. If the 

elasticity of ()utput demnnd b perfectly ChtSlk. i.e, /I nrpmttchc~ miml1:! tnfinity. thcfl fir 

=Pn. 

Another important a~pect or the dbcu~hion 01 () b flndin~ it "ignifkant va]ue fot' that 

pamrnt'h,!}'. In the arhlJy",b of the c\tjnwJcd pmdu~:crs pnhth.~aJ \\'cighls ml jmporwnl 
question b: What is a ~jgnirkantvaluc for 0 '? huH value of 0.91 ~lgnifkant ur j~ r}i I 

significulll"? \Vithin the literature no lest or signifkance of wu" found. rhis .IS u 
dl'awhw:.~k of this {lppt'nm:h. 

The eHthnutes of the producer poJitk'ttl Wtllghh 1'01' aU indu~{rics over all yea/'\ n\~("'l'd 

nrc nll helow one. Con~cqllcnl1y. the implicatiun or this resnlt is that POlil'Y maker\ 

value produccl'lnHl~fC'r" at it lower Icvclthutl tmnc:,fers to ('onsUmCf\. Ohen lhe poIky 

could nntionnHy he ,'ailed U 'plnprndUCCf' policy, ~l'produt'cr\ rCl'chc n \uh~.idy from 
tHxpnycr~. thet.;\.:" n:-suiIs would 'iect'll to be cmllu~r in!llitivl'. 

The political preference ful1t:linn approach Im~ hct:n used in pLht ~tmlil,.~\ to infer tilt! 
cXhh,mcC' of bhll., in pnhL'Yll1akcl'~ 1.:rHerion fll1l<:tlOlllO\vtlnl fUl·mct'~. 'rile' 'tuditl~ hy 

.h.-.,· .............. ____ ~ ________ ~ ____ ~~~~ ____ ~~~~~~~~~~==~~~~~~~~.~ 
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R,nusset tHid Freebnirl1 (l974),Zusmmlnnd A1l1lt\d097i) {tndOel1mkc. tUldYno (1990) 

eml,urll1 thIs reMllt. All of those studies fmmd :in diJfedngpolicy contexts. tfmtthe 
\velfare weights of pmduccrswcrchighcr than lhe\vcights nf COnStllnets unci tnxpuyers. 

Rnllsser nml ,Fl'c~lHlirn (1974) rcp()rlad fmmtheircstitnat.es ofpoUcy preference 

rtmctiof1$ for United Stntes of AmerIca be,ethnl1otl qU()tllS Ihmpo]lcy maket~ over ~llCll 
yenr period weighted n tW() dnllorinc.rense io bec.tproduccr returns ns npprmdllmtcJ.y 
eq\livnlen.t ill s()ciulvulue tn~l. one dollur decrense JlleOl1SUmerCO~ls."tllc rmmsurhlg 
stlckused in hoth insttlllCeS ,\vns the impnctoftlle poUcyon mHpul prices. 

OehmkeHJuJ Ym) (l990) .(.~~nmincd gnVCttUl1ent hltcfvenUnn in the United StUW1i of 
Anledcn wherrt t11urket ()vcr tln~lght yeur period through :governnlcm cmnulodity 
progratlls'! stock nCL"lunululil'lllSUIld rcsearch:expenditurcs. Thcpnlicy inst·'.·'l.tmenl\ the)! 
exmnined were tar.get prices" governmclH sales of \\'heal stocks. undfJublic re~cuf(:h 
e~.penditure. They found thal wheat prodUt~crs \\'cre ,\veightcd more higbly than 
laxpayers m1tlcml~lJmcrs hy policy makers. They cfltinmted that the \,,'eight of 
producers pla(,~es illl eighty pet cent premium on their Mlrplu~e~ rehllfVC (0 'Whetlt 

Ct1ttsllJuern and tilxpayers stU'pluses. 

In this pupct' ho\vcvert a reverse result \vas found. t\all1ely.~ tbat policy muk<;.~rs do not 
favour pmducers over C{1nsumer~. The prhnary rCU\t)Jl for this rcf-ouU is the poUry 
in,rrumenl ex~unjned in thh study. Given that the pr(}duc~r wclfurc weight is tl. ftmction 

of the output price irnpnct, t\ ~ubsjdy on un input rcduce~ the output price receIved hy 
prodllcer~. Tbefej~)re.lhe po!h,'y impm:.ts neputivcly on the ecunmnic surplus t·hnn~e1\. 

res-ulling in reduced producer ~tu'pJusel,l. The rC':luilsnrc rcuM1tmble as they are 
eonf.il\tent with the~e other f,wdics ,md they pas~ the tt~sl of cotmnnn SCIlI.tC. 

Tahle 2 

\Vool 
Beef 
\Vheal 
Dairy 
Sugar 

Vaf·uc of Producer~ \Velfhrc \Veight ill Political Prcfert.~nc(.' 
Function ,I 

1985 .. 86 1986·R7 t9H7~MH 1988~gq 199Qml}O 1990,91 
0.9943 0.9967 O.9t}17 0.9947 0.9948 (L992 1 
0.9993 (l9t)92 (199R~ n.9986 0.9987 (199S:~ 

tl.9856 o 993R 0.9852 0.9751 (},9869 (5)846 
(J.9900 U.9968 (J,9974 (t9979 (}.9969 0.9974 
0.9922 0.9980 1.0000 0.999.1 0.9992 O.999t 

199 {·91 
0.9703 
0,9964 
0,9575 
0.9911 
0.9969 
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Tnhle I\ 

Ptod\lccJ'Surplus 

1985 .. 86 1 <nm .. S1 1981~8R 1988,,89 It:)8q~90 1990,,9} 199 j ,,92 
\Vith Do}ky($nH 236:t.34, 293:t29 482~)Jll 5 Hi1.61 S{)t)O.32 3(>15.92 2616,,25 
No poh'~.)i($m) ::!365;R6 29.35JN 4R.i(1.')1 5172.61 S(J9,5.25 3681.3J 26:W.24 
("hunge f$m) .,;!.$2 .,l.EO .. 136 ··5.()6 .. 4.93 *5.38 ·,12.9!i 

Cnnsunum SUqllns 

19S~"g6 19R6~81 19H1 .. S8 19S8w89 lq8q~9() 1990'"91 1991,,9.2 
\Vith pnHcyt$lll) 1172.51 2199.97 .l6~2,21 3875.71 :~tn7.i4 2756.94 1Q62.19 
No policy \$nH 1174.,39 ;1201.31 3627.7.3 JR"19.5 382,1.44 27(,0,.98 1971.9.~ 
Chung~t$m) ~ 1 ,8~1 ,,1.35 ·~.:;2 ~.'.79 <t69 ~4J}4 ··9.14 

Tnhlc4 

Producer Surplus 

1<>8:5",86 19R6~H7 19R7·Hg 198RR9 lq~N·9n [990·9) 199},,91 
\V Jtb pnl;ity {!ill'll} 2864.99 3215J~4 3649.Q9 ,"\94730 ·H 82..2 1 4644.8J 441630 
No policY ($m 1 2R64,9l) 3215.83 .~649.9i ~941.17 41HZ, It} 4644.76 4476.11 
Ch.~Ulge i~ml (),on fUB uo~ OJn OJ):! (HI.! 0.19 

CtHlSUJllt!'r Sur'plus 

ftjS5~S6 1986·87 IqS7~XH i9SN~H9 19Ht},,9n 1990.91 i991·tJl 
\Vtth pulky ($nn 1146JlO 12S6.33 145{).99 J 57H,92 1(112.89 iR57,,9! J79052 
No policy (Sm j J 14f1.00 1286.33 14S9 t }9 157R9t 16'1,.:!.HH i~57.91 1190.4fi 
Chungc($m) {LOn 0,(10 tUH O(H lUll OJ):! OJ)1 
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1985 .. 86 19HJl,,~n 1981,;88 19.8H.,89 1989 .. c,)O 1990,,9.1 1991 .. 92 
\V.Hhprdky t$nH 1 ClR7:4.i 1541.48 12{){)'(J9 Hm2.95 1732.33 lJ4Z})S 1262.52 
No pOHC~1 tS01) U,;9U.3$ 1542.66 1?62.32 1868.22 1135.05 1~45.2:l J26S.4·5 
Chnllge ($m) "2.91 .. L18 .,2.23 .. 5.21' .. 2..72 ·:2.20 .. $.93 

ConsnUl(:!r Snrphls 

li}S; ... Hfl 19R(1,,:R7 
\VilhJlOHt'y (Sm) 16H7.43 154L4H 
No poUc~' t$tl'U 1690 . .;)' lfi·:t:.t6() 
Ch~1n!!c (Sun ~;!.tJ2 ... t IS 

l).,rodllCC'· Surplus 

19R;~86 19So~81 
\Vlth p(}lit') ~Sm} 1479.31 1106.12 
Nu policy f5m l 14tJOJI 17HtlH 
(""Image (Sm. "11.£10 ·,4J}6 

CUt)SttJ)lcr Sutl)lus 

19M~LXh 19Nh'n! 
\¥ith policy. iSm l 191:!.4 f 1174JO 
Morroliey {Sm} If.}R1.0! 22Nn.~.~ 
Clump\!' (Sm j 1--1, .. 66 ·5:42 

'fable 1 

lY87·H8 '{(JHR"t{() I 989 + t)o 1<)90·91 1 9<J 1 ",92 
1 ;!liO.Ot) 1862.95 11l2J3 124.1.95 12.h2.S2 
12{12.12 IR6R.2.~ 173:l05 1245,23 1268.45 

··;.27 72 k2,:!9 -5.9.'\ 

I'JH1··~X f t'S6···R9 It)~9·t}O 1.990·91 tlNJ ,,92 
JH30.44 2107.49 22.l}L67 1129 ';44S.16 
1~34,U4 :;1 Hl.XI 224.3.79 213J 17 2464.9.2 

·.t6(J ..;t .~1 ·5.L~ ~4.t7 ~Hl t5 

19&7···X~ lW~X.·R9 1989~(j() 19tm· 91 199 J ~(J:! 
:!4~tn.59 2Xf)(J.9~ .zt)H4.X9 283K6() 32(\5Jl;! 
2.;1·"f'L.5?;, 2X14.41 2991.72 :!.X44,;t3 .~~R().S5 

·4j{(} ·4.1-' ·6Ki ~5.!l6 .;! 15.~ 

\Vith :policy! Sun 
Nt} poUt'S" {Sun 
C:~hunge {Sma 

t9S!i~~() 19X6,R7 t-lX7·gs .Jt)S8·W·) I'JH9·90 J9tm·9 Jlt}(H ·~)2 
941.(11 llh:lOO 1~J,t74 15~n.97 1756.11 150124 119J,,4h 
:945,l)5 1 H14 . .l6 12~J.7·.J L1?tL6.JI751.o0 1$(B.U7 llq:'(~7 

·434 ~ 1.:\6 0.00 ·(}'61 ·OJN ·n,R4 ~!.~J 
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COllS\mt~l' StU'plus 

IlJS5,·86, 1986 .. &1 ,}Q81-'RR 19R~·89 19S9,J){) P)90,·91 19t1l,,91 
\Vith polleY,tSm, 
Nfl pt,lk'y ($rn) 
Clumg~l5m) 

627,14 77:5.:'3 ~22,49 IU;m.65 111(}.14 l()(HA,q 195J14 
6~O,63 716.2:3 R22.49 I02L09 1l1L?t' lOo.aJ15 '"/97.U 

~lJ{(' -0.91 (tOO .,0.45 ,,059 ,,0.56 "J ,47 

\Vont 
~i~er 
\Vh~m 
'D~dty 
Sugar 

Tot~ll, 

nVt~mU N~t: \VcU)U\\ l ... J')\~e~ {1f tbe RurH} AdlHstmt"m St:ht,m)t~ by 
.fndU\lryond in 1'nhd t S ll1i1hml) 

ftm$·;X(1 19HowS7 1 981 "H8 f9~!i,·8t} 19~1~·qO t99a·Q~ It}91 .. t)2 
14 51 9J)~ 29.01\ 2(l"~5 26 3562 ~(lS3 

1..QO :!.'H 1.04 7.2J K46 2LZ6 
3.3.04 9.46 It}.2() 1·' it) 14 2(},ng ~lm.R6 
~4,:!6 1258 10.90 10, 16.06 lll'.,~ ,;{tJ,48 

12J)3 UJ)O i L9H 2.20 7,2H 

H5,74 ~837 (14.47 15,40 7LiJ 7Q.49 ,;!o9.7} 

C{)mpiJed from T\lhle~ L:~.45.6.1, Note' "fhir.. I"" ,Ul UJl(itft~\thnutt~ nithe \\t;"lfate 

'imr~tctoftht~ pnlky du~ tn the (·\t·ludm~ nf "'Oth(.~th"in 1 ilhlt:' I fronllht.· \:ak'tdl:ltinn\, 

The rcsuh\ of thi~ paper Hmrlh- rcftfh: the ruhlk~ "hui\:l' \ jew t!1 .. 1t n~~ukltJHn Hccur\.; and 

cuntimte~ in n."prm\t'!'fo the hcncflh tfHit rmn'o\\'ly tnl'u\cd 'pe"tal inteft,~ ... t ~!rl'Ul"'''' 

rct:cive from regtd;:}ttonPrndu(,"~:r ... tin: not the ntam ht~neJh,'mriC'\ frnm thl' pnhl'y, Tht'!. 

nnpa,'h of the Sdlt."ntc l'c'tllt, In the output pn .. :c and prndu~~C'f' .... ul'plu'c't ht"'m~ ff,'thit't:d 

The e,hmaledwelghi~ of prndut:cr-.. ,"'cHan.' etnhnt'h~d in tIll' pnhU"id pn.~it~rent':l;.~ 

functtnn me-an thut pnhcy m~tkep .. would ~~p.peaf to favour cnn,,-umCflo,.. rath~r than 

prodt.u.::ctl.,., Hn\vevt:r.produl.~cT'" do henefit m, tlR'~ i'\..~\.·t.~i\t~ thf \uI1\h,h and the~ ~mn i..l~ 

lhequnnttlY oJ uutput n~~", It could huve he-en cXr~t,,'tl~u fhut. dthc th~:'nr} hdd. tht! 

group!.; HUll 'tu.7ce""~funy Iohh~ fur tf''''l',,*Hml,,:~ w<ltdd recC'ive m(n .. a~J.·'" m \~l,'onmm' 

indlcutor~,uch ~P" prn:,e~. \turpJu,c' nnd, the k·Vt~l of';,uh\id.) 

T'he National FannC'r~ h,.'dl'r:lhl,'11 t ItNJ. 124J. tht~ pt"'ak tl"'OI."td:I.lun of AU,lrahsH1 tann 

Or;!UniM.ltimh. "Iuppnn1\ thl:.~ prft\ i'lUIl of ud}u,tl'nent i:\"i,tam..'c fhJ'uu~h thC'Rund 

AdJustment Sdlt,"mc·, GIven that prmlth:cr;" appear to !n"il' from tilt> Sdlt·Un.· .. f'lm\ ' .. lim 

411'de\l.mt qU~ ... tHHl to ~t'k t ... \Vh~ do prnt.hh:cr ... h\~by fur fhe Sdlt."'tUl' \\h4.~flthli,"dt\ul} 

~~re flOt net !:!~lint!l'~ Ihmlltli; prO\}\,tHlrl 
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As, the individu.alprodue,cr iuterc,${: gllltlpS tm:: 'SHetH un lhc(!(lSls ·nftlm SCheJlle tnUjcm~ 
ills 'P0ssiblysafeto.ttssUlllU tbtlt Ihe}~ do ll()( percclvel.hclllsclves lobe dctdlllcnl1tHy 
~\m~etcd hy the Sch~nle.Ot", nllCrmlli\'.cly" is htbul dIe)' h~lieNethnt they benefit frum 
:the Schelllc '1 It is ,pmbnbly fntr to ussunn~ tlultconsumcr:-,do 1101: percei \/e uny 
t~cductil)llin their surplnsesms tt rpsull or the puhcy. Jlun.mucJ:ulS uhtoiu powet und 
i;-OI1lftll nf the SCllClllc"indhddnnl State gov~rmnent\ te~!(dvc HUmCj' ~~nd puweI' (1\ u 
tcsuJtof their m:lmlnistratil'm ofl11e Sdlcule·~ wJul"itlhc Cnmmmlwc.~lltb8:()vCfument 
rcduc.f."s Ih~ pnHhcnl ht!{lt upun ith.clfhy ht~jng SCf~nto be 'dning ~mnctlHng' .Pcr}mps 
dl\!$C' urCMltll~~ of the r~~lsonSc\vhytlleSclHune conHnuc\, 

(liven thut the intcr(,~~t group mn~t nlTet'ted i.1,,~. prodnt'cfSll)\CS~ H\vmdd upp.car t.httttile 

th\!OliJ doc~ U.l1t C'xplntn the pt'nvi~lon ·of thc.RtU'Hl Adjusttnent S(,~hclne. The them'lr 
impliccslhnt intetest' gr(mp~ have perfect knowlt:."(igenudure unly mntlvuted hy ~eU 
interc~t. If: this vvcre tl'UC~ it is UflHkcly tllut an intcre,,( ~t(}UP like the NuthnmlFm'nler~ 
l;;edel~ntion wouldsupPOr:l imd lnhby 1'01: the Sc1'lemc, 
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