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School of Agticulture and FQfcstty 
UniversIty uf tvtcJboul11c 

Pnrkvi.Hc\ VIC ~n52 

Abstract 

"fhe Cnirns Group WRii one of lhl.? participants in the agricultutnl ncgot.iation.~ which in 
19X7 suhmitted sp!!cll1c ptllposals fot' agncuhural trade fihendi,sutinn. In tile paper these 
proposals are cmnpnrcd with those contained in the /)raft Final Ac(. Using acompuwblc 
generalequHibriurn m(Jdt,~] of world trade, simulall(JU resuHs are ohtahlcd ill which 
cornpadsot)s arc made between wh~n was originally proposed hy the Cairns Group and 
what was agreed at the end of the Round. An. assc!>smcnt is provid(;~d of whether the 
journey frmn CRit'ns w Geneva VIa Vruguay ha$ been worth it for AusttaHn and New 
Zealand as mcmh~~rs of the Caim,s Group. 

P~lp\."r prC'parcd ItU' tht! ~xthAnnual Conkrt~nc~ of the AustrnliHfl AgnculturalE<:mmmics 
Snl.;ll.:~ty. \Vl.~llmgtnn. New Zt~alaJld .. 7M 11 h!hruary1994, 



I • In{roduetloll 

l('J,"om, Cah:,ns t()aCflC,'fn.;·,tlnUtug')lll'~ 
\Vns thc~I()utnt.\J!\Vor(h 111 

The OJ'uguay Round wa~ lht! t1rst negntinhng round in which domestic 

agdcultuml poh~ies u.s weB Jl.~ tl'noe pnHd,,~swert\ on thewbJc, It was also the nrst rmmd 

in which there was agn.!l'Hucnt un lhl;;~ usc of aqmultiultj VI! me,asnrc of support t.u tn0l1iwr 

llSftlMattcc to the farm Sl!ctur, Although in the concluding stages of th(~ Round. the shape 

llr the f1naI acrcCltlCnt on ugrk:ulturc \vas once again dCb!ITIliued bUatcraJly hy those lung .. 

time ri~Jta,golUsls. tbe toiled Stutes, and the Europ(,\an Union. the Cairns GrouI' cnumric~ 

\.un ft':l;~l sllti~ncd that tht~y had been inf1uctltial in ~hapitlg the agenda for the Negotiating 

Gt'out1 on A.grictdtUl'e group in the Round. Th~ CairnN-Group pmposaJin 198"7 was one 

of six ~uch .!:ICbi \Vhi~h f\u'll1Gd the hasj~ of the ncgotiauIJns.. It is 110\V possihle to lOOK 

huck at the pf{)f!(~Sabf to CtlJnpm't' tht;;~m \vith the agreed outcome oud to judge \vllethcr 

(his agr~cmt~tlt ~ould ht~judgcd 10 he 0 ~UtCI;!~S from the viewpoint of the Cail'llsGroup. 

The airn if) this rclr\.~t ,.Ii tp pre$l~lll highHghL\ of th,' J 987 Cairfl~ Group lH'oposal 

lo tIle GATT and tu ~onu··as,t them \vilh th(' agreement a.rrived at in f)cccmbIJr 199:\ 

IScctinn 2). ('sing un applied gt;'neraJ ~t}uihhrium nlude). two cxpe:rirnents arc cvnhlulcd: 

the fir~t im'plvl'\ the simultaneous renlm'nI of dnmcsttL und agril:ultuful u'n.de policic5\ in 

"'pi,ll., if not lhe truer, nt the Calms Group rH'opo~al: and the \l't.:ond is ~ln apprnximation 

of t1l(,~ dtt~cc Ill(lin componenl<; of the Dl'c.:nlhcr agrcctnl.!nt. (St;~ction ~), 'Ill!! rc$ult~ of 

th~Sl~ t WI' rK'licy t~XpcrirIlt'nts arc tht!n diM':U~~cd (Secth:1I1 4). 



'2 t ~J~hu Cqiros {';t(lUVfkop.os~lI ;:1.11(1. tbc::OtOgtUlY J{QUnd Oll tC·Q.1lJC. 

The Caims (troup pr()postllwhichwus suhmilied t.() the OA'T1' ill OcWhcr 1987 

cnvered thre~ time hud1OJ1S (OATT 1987t Rossmiller 1988). Pba.sc I W~lS to cover the 

period untd the ~md of 1988ilUd WU5 Winvotvc. illtt!1'lllia. nfrecl,con hnpclrthntdcrs, 

suhsidles which affect trade. nnd snnililfynnd phylnsunit{lt}1 tcgulutious whIch were 

acting itS nnll.~ta.riff bnrriers.Ph~lSC 11 wns to involve adJustn1l:1Ilt over a tcn"yeurpen.od to 

I:,:nver. inter alia, targt~ts fnr l'erlUt~CU Icvds or overall StlPP().rt~ and cotlceotratlon ona 

rcdu(~tkm in the us~ of lh(~ mO!'lt tradr.~·distortjng men.;::;utcs. n wa.~ accepted intht! 

propn~aI that smut! f~Jnns :of UJ;Nfstanec, e.g. rlccouple:d. income support and aids. for 

structural adlustmenl. could he cxe.lllplCd. Phase HI covered moregencra.l a,,~pcctr.; ()f the 

way in \vhich GATt" wn,'s applied to kltui(mlturc and the ways in which governments 

should be hound hy lhe dIsciplines of the (Jeneral Agreement. The propnsaJ focussed on: 

thcprnhihition uf "grey ~I.tl!,a·· m.cnStU~S ,~u(,;h as variahle importlevies~ the prohibItion of 

the special tremm~nl of w~liv('r.). sought on the hasi~ of dmm;!stjc pulkyinstrurncnts. t":.g. 

the t'S \\i~uvcr Ihr it."'J S~ctitm 22 legislation undt~r Article XXV~ the bmd.ing of alilari.ffs 

at letn tlt IO\l; rate$~ Ule hanlling of agricultural $.uhsidicf; which affect agricultural tnldc~ 

the harmunj~athm HI' ~amuuy and phytusamtary tegululHHl,s; amJ the provision HI' 

e~:empLjons lor dc(.'onpl.cd incnrnc ,'ioupport tncnStlfCS a.nd infmstructural support. The 

pt'opo~al al~o !!i.lVl~ \uppnrt w the usC' of an aggrc!!tltt' mca~urc of ~upport based on 

pnhJuC(·r \ubl\ltly cqUf\'\i.lcnt~. 

Th.c mam thrulill of the (';;urn':. Group pmpnsa} \l,Ia.'> the fedtu:tiol'l in Jom~stic 

~urrort k·vcJ~. irnprnv:c;'d nmrkt:i ~t~·tCs.s through the CHnVt.~r'lmn of "grey u.rc·uH import 

mc .. l!\lU't,;'~ til GATT",,-,on\l~tt'nl rn\..~asur\.\s and the removal of t.~xport sub\idlCS. For 

(;nunt.nt,'\ !-.uch ;JS Au~trilha und Nt~\v Zealand tht!se I'm !pm;ilJ~ could C'JlsHy have been 

acc(}mmndatt~d hecause the cnn~cquC'nt changes in th\:~l.r uwn agriculturnl polides would 

h~tvl' bC'l~n rdUlIvdy mmor Ul tnmpuflson with thO"'l~ that would have ht~cn ttXluir{~d in 

mo~l other (JECI) cnuutrk'~. H(I\vt'n:r.lhcy po\(.\d a nllt)nf dHctt1ma lor Ctll1adu \vhieh. 

although ,uppol'ting lh~ CamlS GWlIp 11\ ;1 m(\n.lht~r, (.'ould nul htw .. • l"umrlicd with tht~ 



prOptlS~lJ htl~'~m$l\ of her dmuQstic supply nmnugculont prng.ttt.Ituu<!sand in Uta ondsbc 

suhnlilted a l'J'tlpOSU] inclt:!p"Jld~l1tly ,1 

tn D(:"'X;'cmher 1(~91 the Drtl,/j'Flua! A rt \vas puhHsl.l(li.d. In it .. the fnculo') for 

agricult\llt~ \Va~ on matkcl nc(.~¢S;.~. Ot)ltlcstic SlIJl}lUi1 I.evelsftnd exp()lt sllbsidles.a Smnc 

ol'lh~\ d.~\t~lU \V~l,~ su.h~C{lUenUy modified thnmgh hUru.cttl,l dea:Ls hctwecfl dm US~uld the 

Et 1 at tht~ fHair l'b.)usc meeting (~f Novemher 19tj2 but the bal)lc t.hrust ()f the lJUl1kel text 

l~emained. h wnulduppeur tIHft Ult! ~lgrccm~llt in DCf;utnher 199.1 wn&cl{)st~ to that agreed 

a.t 'I31~ur l·.{nus\.\ On tlmtk.l?! nccoss it :was ngn~cd that there wHl h~ the til.rirncatinn of .aU 

han'1t!fS tn uu ports nnd that the rOles thr the nggl'(.~gntc ufconltnooi tics wiD tben he' 

rcdu..:cd by Jh per <;cm nvel' tl six~year p(.'riod l1Cginuil.1g in 1995 hu\c.d on their vlllucs rol' 

the bt,l.';;c pcnod of J986-19}'s9, I11m:e \viJ) Rho be J; minimum n,'duclion of IS pert'em p<~r 

commodity over the same 11l~rind. On dOfl.lcstiC support meaSUres there will 0 

clas:smcmi~m.of policy instrtuncnts into '~uJ1t'''!r polick's' and 'gl\~ll rnlk:t;'s' TIle fonner 

rcf)!~scnt prnductinn- and lntdtH;Ji~tnrtmt! pO}fI:ies; th~~ latter a~ dlOT\C which do !lot. All 

amber' plllky i,nsl1·unH.'nt~ arc to he putt or the total ANtS cukuJulimL It hil's' hl~n agreed 

that this &tatistk will he reduced by :m p\.~r Cl'nl o\ .... ·r the ,ix-year period from 1\.)95 from 

thl' hase pcrtmJ of 19R6-19WJ. On export. subsidies; Jt WZIS prnpnsedill tht~ f)rl~ft 

Filurl Ar:nhtlllllCrC would he a I'Cdut:'linn of 36 pcrctmt in suh,idy outlays and a 24 p\'~r 

<!cnt rcdu~:tiun in the suh~idlsed t,'xpurt \ o li.nnc. At the 13hlir 1-louse I1lt'I;~Hng. the iuttcr 

figure \AlU.\! rCUUI.;·cd to 21 per cent. A~ with adjll<.;,unl'tlt:-. in the other mcaS\ln:~. rcdlH:tinn~ 

would OCt;ur over the \D{'pcriod from lY951rorn the ha~l' of 19H(\, 1990. There is al~n a 

componcnt of thl~ I"IroPOStt! which i:\ dcsiglWd to ptt!\cm ~UhfildiM:.ld t"'XPOl"t, he ~IHPPt.'d ttl 

the gU!~c tlf food aid. In addnh-m. llwrc un:~ spl~l'lal provisions for vunou\ l:'tll~~f!0l'ic~ of 

dt'\ clopingcou!1tric"t. 

h.lt a (Jh,u~,jnn nf {he ('amli,han pW\ltmn ru the Calnl1;, C, iroup, ""ell (\IHpel' ( !(J9~) 

• hu gn:mcl ucuul '~:I: Annn I p.~I!~) illld At3ARI' .• P}(1.2 1. 



In cnmptU'ing,Ulc Cuims Group Jwoposalwilb lhenudn thl'ust ()t7 thcfimd 

mrtc()m~ .. it is i;.'leur that the Group nchicvcd lllclllY oj" its uhjectivcs.H()wcvcr, Wh4J1 is 

also deiU' liS lhnt the .fret,'entnge ruductlnns ampf:(}bubly much stnnllc.r than (hose hopod 

ftW ol'lginally. reflecting the very substuntiallnhhypowers.of the Hlfm groupshllhe 

Onht~d Stutes and tho European Union. '1'0 cstimmcthe gnpbelwocn the hope tlud lhe 

ru~llity. P(\1i'cy simulutin~ls w<!r~ run usiilg a <:Ulnputahlc gCflefulequHIbdn1l1 model. 

.3 • J)oHcy J£Xl)erinl~ot 

"I11e t:om putahle general equilihrium model used for the pollcy simulations was Ihe 

Glohal Tr~de Annlysis Project (CtrAP) HwdcL' 'the pUl'ticulul' aggregation used was the 

{\flC sbowtl in 1'ohll1 L 'I11c two policy simulations were nm using a. mulli~rcgion, 

general t~quHihriutn closure. 

In thl! first experiment. witu:h wa.f,;, dc:sigllc,d to I,!UplurC (he essence or the Cairns 

Group proposal. the dntl.1csrk agri.cultural p()ht~y and trade policy instruments of the 

United St(uc~ alldt11L~ European t'ni<lu wen,,' l'CIl1o\ed. i.e. thefe \-vus lihcraHsatinn of the 

a~picuhuntl and food <;cct<lts4.For IJuzsc t\\r(ln.:gjnll~. thit<. Wu-f.\c:sscmiaUy the proposal 

hy the Cnited Slates inl9R7 on whi·t:h liale crcd,'ncl! was plat'cd at lh(~ tintl:. 'nlC non .. 

ugrkutturaI ~t.·l·lUt \\liS nof lJht!ralised at aLI nul' \\i'~~rc tIny of the policies i.n thl!' oth0r 

l'I.~ginns. 111t' s\.\\:lmd cxpt~rimcnl \\ll\ an attempt 10 li;imulatc pdl10f the linn! agreement 

In this cxrcnrrttmlln~tl'tHj of complt'/.C HhcHllisalion hy tht: Unitt~d Slates and the 

European Uninn. the r~l'·rcentngl' rcdUCtl011~ agrcL'd to hy \he COllu'.acnng panics W~!l'C 

applied to dome~lk support. to the implicit tunff mtcs nnd to eXpot .. suh:\idy mtcs. The 

t;.:nmplicatl(m tll' tlIt' mmln1um 1.5~t' tent redw.:ttdfl (lH ;:my (Hl(.~ commodity \t'US igrHm:~d 

und all ratc\· \V~.m: rcducl~l by the rult~6 pcr ,ern. In adthtwn. on the cxpm'l side. the 

~ l11e (and ~(.,t tl'-l(f\.' lJUder c,'Xj ... ,mH potu:i!.;'" "¥R'IO, tell UfH.:ballpcu un the flSsuUlptJon t.hlU n wnuld be added 
In 111(; (.'.on"'I,.'f\.,l!lU[l fC"CfU: mtber than h::mp hrnu~ht h;l!.:k iott) pmdu'Ctlnnmlt.'c tbl.:.'l!.t'ta~l(h,· pnlil,"} \\':L\ 

rcul('\'td 

4 



rtstdcdnu utlthe vohutte of~xp{lrtSWOS \igm~rud ttnd (lIlly the 36 petccm appl1cd~ 13')' 

compating the out'c~Hlles uflhcse (W() (~x!)Crim~tllsrclntivc to (he, stmusqtw, 'it is rmssihlo 

tu !utugc hn\v fnuch wus a~~hieved III the Rnt:md fot' Ausu~.)linnlldNew Ztmltuldns .far ns 

~lgrkulturc is ~~ntJccmed. 

Tablt' 1 

----_ .... _--,---_.-------
AU$itrnlia 

N~w ZJ,;'atand 

Canada 

JRpnn 

United StnJe~ 

lluroputU1 L1nion 

Rcs:t of the \Vorld 

4. Results 

\Vhem 

Otllt:f g"llins. 

\\tool 

Rice 

M~ill product!,) 

l\rtilk pft)duct:.; 

Other agricutmrnIlfood prodUL'L"i 

l\'1.allufactufc!-> &. Scr\lcc~ 

fkf(lfC dis~u~sing thcl'csull:\, Il i\ nnpnrUtnt to U(:ct!pt that lhCloIt; I"Hl1ulnlions al\~ 

fairly ctude. nrSt .. ~hOl approximations of the Cairn.s Group prnpwml tmd dw nnal 

agrc,cmcnL For example. no attempt wns made to Iiherulisc agriculture in regions uthet 

than thcenilcd StUlI.!:~ and lh~F.uroJX'an Union. tvh)J\~ovcr. lhe solution procedure used 

WdS the Jnh~n~·cn m~{hnd \vhich is not a.s uccunuc as sum\.' others availahle. c.l1. Euler 

i:uld Gragg, Hmvt!\t'l .. thl'''!: mnn! aCl.'urntl.! ml;~lhnd5 l'~qU1t'e lunch greater amounts of 

l:omputcr t.imc to !:t('tlt'l'Uh: solutions. Therefore thl.' numhers presented helm,v should he 

tmalcd \vtth cml~Hh:l·(lhlc c:1ution. 



The tcsults, presentudhelow are only t,l veryiew t)f tbosC,a\l'~lnnble~ParexampJe. 

changes iu thl1 dlt(lction of hlliuernl ttt)cie 110W5 und in prices ror aU regi()ustttoigtlorcd. 

whHe thc-'wclfare cne~~ts f\nd prod,uctiol1 dHU1gC~~ in regl() us other than Australia undN.ew 

Zenlnnd ~U'etwt pf't~sellled. POI' AustruJia nnd NcwZtltlunrl changa,sin prodnetkm and in 

\velfun.~ nre presented for lE.~peri1l1etll 1 in 1'ablc 2. Fnr Austr~lHA. the most .)ignUlcnnt. 

pt'fCet'ltagc incrcuscs in output occur for wheat (:\4t ,Jt,). tlt:her grnins (16%) and milk 

products (lS9fl the outPUl ofw(loi dCCUI1CS (,,0.6(1},). Surprisingly, th~re is litHe 

increase in thcmnpu( ormt!~tt producu; (O .. 69f). Overull. per .capita welfare Jises (0.4 1 ~ .. ) 

:which am:OUflL<; to tln equh'({k~nt wJriaJioo: nf;$ i 128 mHHtnl in 1990 US dollars. Ft~r 

New ZeAlund.the same pruducls experience the largcstpel'centngc incf{"(lSes. namely~ 

wheat (14tk). other grains (12% 1 nnd milk products (S5tj~). Again~ the r~sponse for 

tllCHt p.mducls is mull tl.9 f j} t The welfare effects (ire more signIfic.ant fur Nc\v Zatlla.nd 

than tor Australia. as is; to be~Xr)CCled given tht~ different structures llfthe two economies. 

Per capita utility rises hy 1,29':;: nr an equivalent variation of $554 miUiun inJ99H OS 

dollars. 

Tuhl~ 2 Results frorurtxperiIlHlIlt 1 

Production 
\Vhem 
(J ru in 
Vl(ml 

llice 

Meal pruduct\ 

Milk l'rodut:ts 
Other aglf,'od 

W:e(,f(1I'1 

PCI' capit,H utility 

Equi valent v~.uiatinn 

Austrruia 

(<7(' clltln~es 1 

3~.5 

25.7 
~O.6 

1.1 
0.6 

15.1 
2,2 

(ift r/trUl,f;f's) 

0.41 
($l1t /990 liS J 

112B 

13.9 
12.0 

~O.9 

.. 6.5 

~.9 

55.3 

9.7 

1.29 

554 



~nld,ut;,:t~, rhe~,~utp.ut,(;lr.woo:l _alb\., nrtly Jlnlduet: f(tr whichprnductiml C(ulltn:eJ,;,~~ 'j'hCl~ 

t$nsmuJlpetcl!nt~llreine1!t~a~'C Itlp.et eapitafmu$cbt~ldudl.it)'Hrn j, 2 pet (teUl which 

~(ltnt~ttsf(l ,m eq(n\!~d~fl( Vttri;!U:iUtl cuf $.i14ul' irl'I~)9tltJS dollars·, t:{1lr New Z<mlrmdt 

the t,atg~i~t l)erc~nttltte incn:'tl~ (1CCtlt~ bllhe UU(fltU otmrtk rlmduct~( 19.6ti· 1. ther~ axe 

Mntlll t'eductinlls illlhc t1Ulllut·tffwonf.Pt"r,,'upitn h~~ll~~~huld utility ;bl,~ret*susby (},38 ~per 

\;cnt* Ull eqltivulent vnriuti{mnf $ 164tnin 1990 U'S dollurs. 

Ptt:~du('Jim' 

\VhC"Jl 

o rain 
\Vm~J 

Rice 
!vleet pmdUCl\ 

NUJk prmjud~ 

OU1l'\t uglf<\od 

lVellart 
P~~r carit11 utility 

5. ClJf1e'·l usi() llS 

I r;t (11Im;lll1SJ 

9, '7 

6.·{l 

.u,,1 
0.4 
0,1 

5~ 

0.6 

(r:f (htll'l,f.w.\; 

0.12 

ISm I\JYO US) 

,~f4 

L4 
19.6 

(}.JH 

J64 

~J11t~ purpose in lhil-. paper was lu compare lht' ("4tim5 Group prapnsnJ to tllC 

GAT'T in '19}t7 with tht' nnal outcome in Dect:mhcr 1991 Quulitati\'~~ty. it would ~lppcar 

'1 



that lheOroup Hchk\VNl severalof It.1.i ltiJU8. FJt1Wever" quan{hndyeIY~ 'it: did not 'tho 

results from thl~ lwlicy sitn.ulutioIJS suggest tluu Ausu~{llla lthdNew ~a.lallclet.lchacbiovcd 

uP.flmximately one half of th~ Jhcume lt1crensewhtch w()uldhu~e ~cc.rued lttlderl'uH 

rtgdt:>ultut'uUihlJr;;tlisu.tiotl hy tllC United SuUesRilo thC' fluropcart Unt.on. Of course, such 

a dl!gree or Hbt;'raliMl.lJon ill tl.gnclllturc was never n realistic p()ssihiHty gh:cn lhe strenyOl 

(1(" the ff.tt'mluhbyam fInly in the UtlroJ)C;;;m Utliun but nlsoin the United SlateS,. The 

~lgreetrtem by the Contracting Pnrtics to use un uggrrgute mensum of suppott \v.Ut he 

crucial itlcnsuring tl1\lt Hheralismkm {()!h(~cx.tctll ngl'ced uctuull>~ takes plnce.Relnlivc to 

thcmcag.re otltcomes f()f tlgricUlttllX! in ~mrlier.nego!iutin.grmmd})~ nnd l'clmivc to the 

CtlntCllt of the (?a.im~ Gruup pmpusai both qualitatively Ulld quantitatively, the j()urney 

ftom Calms 10 Geneva Yitl Uruguay can be judged us a success . 
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