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Abstract

This report documents the specification of an equilibrium displacement model (EDM) of
the Australian sheep and wool industries. The model is capable of estimating and
comparing the potential benefits from R&D and generic promotion investments, and
other policy changes, in the different sectors and markets of the Australian sheep and
wool industries. Inclusive in the model are the multiple components of the Australian
sheep and wool industries to account for cross-product interactions not considered in
most previous studies. A high degree of industry disaggregation within the model enables
estimation of the distribution of the potential benefits among the various industry sectors
and across different regional environments. A number of hypothetical R&D and
promotion investment scenarios were modelled as 1 per cent exogenous parallel shifts in
the relevant market demand or supply curves, although only two scenarios are reported
here. Changes in economic surplus were calculated as measures of welfare changes in
each of the various industry sectors. In summary, the results from the simulations suggest
sheep and wool producers’ gain more from on-farm research than off-farm research;
export promotion than domestic promotion; and export promotion than most other R&D
scenarios. Domestic consumers gain more from lamb R&D than from promotion, while
they gain very little from promotion of wool in the export market. Although needing
numerous prices and quantities as inputs, the model is not overtaxing on data
requirements, as are econometric models. It can be updated with relative ease, as most of
the necessary price and quantity data are readily available from government departments
and industry organisations. The model is useful in both ex ante evaluations, as a means of
assisting decisions of priority setting and resource allocations, and in ex post evaluations
of actual investments or policy impacts. The inclusion of the multiple sheep and wool
industry components enhances the accuracy of economic analysis, making the model a
valuable tool to assist in industry policy and decision-making.
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EXECUTIVE SUMMARY

Challenging issues confronting the Australian sheep and wool industries in recent years
include a weakened demand for wool, widespread drought, animal welfare concerns and a
steady decline in Australian sheep producers’ terms of trade. Less secure market
environments, increased competition and lower levels of profitability highlight the
importance of the efficient investment of Australian sheep and wool industry R&D and
promotion funds.

This report documents the specification of an equilibrium displacement model (EDM) of
the Australian sheep and wool industries developed by Mounter (2007) in PhD research
at the University of New England. The model is capable of estimating and comparing the
potential benefits from R&D and generic promotion investments, and other policy
changes, in the different sectors and markets of the Australian sheep and wool industries.
Inclusive in the model are the multiple components of the Australian sheep and wool
industries to account for cross-product interactions not considered in most previous
studies. A high degree of industry disaggregation within the model enables estimation of
the distribution of the potential benefits among the various industry sectors.

A number of hypothetical R&D and promotion investment scenarios were modelled as 1
per cent exogenous parallel shifts in the relevant market demand or supply curves,
although only two are reported here. Changes in economic surplus were calculated as
measures of welfare changes in each of the various industry sectors.

The first scenario examined was a 1 per cent reduction in the cost of producing lamb.
Although domestic consumers are the main beneficiaries from this scenario (31 per cent),
the proportion of total benefits collected by overseas consumers is also significant (also
31 per cent). Due to the joint nature of wool and lamb production, the supply of wool
increases in conjunction with increased lamb production, leading to an expansion in the
supply of wool exports. Purchasers of Australian greasy and processed wool are the
recipients of 67.0 per cent of the additional surplus gained by overseas consumers,
highlighting the importance of accounting for joint-product relationships in the analyses.
Sheep and wool producers receive a little less than one quarter of the total benefits in this
scenario (24 per cent). Taking into consideration that the dry sheep enterprises experience
negative surplus changes in response to the lamb industry research investment, lamb-
producing enterprises actually receive 28 per cent of the total returns. The fact that it is
possible for some enterprises to experience a loss of surplus in response to alternative
investments reinforces the argument for the inclusion of the multiple components of the
sheep and wool industries in the analyses. Other industry sectors to benefit are the
domestic sheepmeat processing and retail sectors, each obtaining moderate gains, while
the benefit shares received by the wool warehouse/brokerage, domestic wool processing,
wool export and sheepmeat export sectors are all negligible.

The second scenario relates to a hypothetical wool promotion investment on the export
market. The majority of the returns accrue to overseas consumers (54 per cent), as the
bulk of Australian wool is exported. Domestic consumers receive a much smaller share of
the total benefits (7.5 per cent) than those gained in the lamb-specific investment
scenario, mostly as a result of lower retail prices from an increase in the supply of lamb.

Vil



Sheep and wool producers gain one third of the total returns (33 per cent) while gains to
each of the other industry sectors are minimal.

Although needing numerous prices and quantities as inputs, the model is not overtaxing
on data requirements, as are econometric models. It can be updated with relative ease, as
most of the necessary price and quantity data are readily available from government
departments and industry organisations. The model is applicable for use in ex ante
evaluations, as a means of assisting decisions of priority setting and resource allocations,
and in ex post evaluations of actual investments or policy impacts. The inclusion of the
multiple sheep and wool industry components enhances the accuracy of economic
analysis, making the model a valuable tool to assist in industry policy and decision-
making.
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1 Introduction

1.1 Background and Motivation

A number of challenging issues have confronted the Australian sheep and wool industries
in recent years. The global demand for wool has declined in the face of strong
competition from substitute fibres in wool’s traditional apparel markets (AWI 2002). The
weakened demand and prices, coupled with widespread drought throughout much of
Eastern Australia, has contributed to a large reduction in Australian flock numbers. There
has also been a sharp decline in Australia’s wool-processing industry, primarily arising
from global over-capacity and the emergence of China and other low-labour-cost regions
in the wool-processing sector. Welfare concerns over live sheep exports and mulesing to
prevent fly strike have plagued the industries, featuring prominently in media headlines
amid animal rights campaigns for boycotts on the purchase of Australian sheep and wool
products.

A shift in focus towards lamb production has also seen a significant change in the
composition of the national flock. The number of specialist lamb producers has increased
(MLA 2004), driven, in part, by higher lamb and sheepmeat prices and growth in key
export markets. The strong growth in lamb prices post 2000 (Figure 1(a)) coincides with
the sharp increase in Australian lamb production, as shown in Figure 1(b). Conversely,
Australian greasy wool production has fallen markedly since the demise of the reserve
price scheme in the early 1990s (Figure 1(b))."
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! The Reserve Price Scheme for wool was established in 1970 with the introduction of a floor price aimed
at improving price stability. Subsequent increases in the floor price led to a large stockpile of wool and the
abandonment of the scheme in 1991.



Figure 1(b): Wool and Lamb Production
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But despite the higher prices for lamb and mutton over the past few years, Australian
sheep producers’ terms of trade have been in steady decline. According to Martin et al.
(2004), over the period 1977-78 to 2001-02 sheep producers’ terms of trade fell, on
average, by 2.1 per cent a year.

Declining terms of trade and reductions in farm income can be offset by productivity
growth resulting from new technologies, reaping scale and scope economies, and more
efficient farming practices. The development and widespread adoption of new
technologies from R&D investments lead to gains in productivity so that either more
output can be produced with the same amount of inputs or the same output can be
produced with fewer inputs (Alston et al. 1995). These R&D investments in the sheep
and wool industries may be directed into on-farm research or off-farm sectors along the
processing and marketing chain. Increased industry returns may also be achieved through
domestic or export promotions that successfully increase demand.

Australian sheep and wool producers make significant contributions in the form of
compulsory levies on gross wool and livestock sales to R&D investments and generic
promotions undertaken by industry research providers and organisations.> The current
levy rates are 2 per cent on the sale price of greasy shorn wool (AWI 2007) and 2 per cent
on sheep and lamb sales. Where there is a defined sale price of $5.00 or more, producers
pay 2 per cent of the sale price up to a maximum of $0.20 for sheep and up to a maximum
of $1.50 for lambs. If there is no defined sale price the rates are $0.20 and $0.80 for sheep

2 According to their respective financial reports, AWI has a total budget of around $60m pa and MLA has a
budget for sheep-meat of around $30m pa.



and lambs, respectively. No levies apply to sales of less than $5.00 (MLA 2006).
Australian taxpayers also make contributions through government funding. The less
secure market environments, increased competition and lower levels of profitability
highlight the importance of efficient investment of Australian sheep and wool industry
R&D and promotion funds.

Knowing the potential size and distribution of returns from alternative research and
promotion investments across different sectors of an industry enable more informed
strategic-level decisions to be made about how to allocate limited resources among a
number of investment options. Information of this nature is helpful to policy makers in
decisions of priority setting and resource allocations. The provision of this type of
information can assist in answering questions such as, which types of R&D and
promotion investments are preferred to others, which sectors of the industries benefit, and
from which industry sectors should the investment funds be collected?

1.2  Aims of the Study

The main aim of the report is to describe the development of an economic model of the
Australian sheep and wool industries that accounts for the interrelationships among the
major enterprises in these industries; for the domestic and export markets for the products
of these industries; and for the different market levels and degrees of processing in the
different industries. In particular, the objectives are:

e to provide a modelling framework to be able to consistently estimate and compare the
potential benefits from new technologies, generic promotion and other policy changes
in the different sectors and markets; and

e to estimate the distribution of the potential benefits among the various industry
sectors.

The study provides a comparison of the potential benefits from 1 per cent reductions in
per unit costs of production resulting from new technologies in various industry sectors or
1 per cent increases in consumers’ willingness-to-pay from generic promotion in
domestic or export markets. In terms of monetary gains, which investment scenario is
preferred over another depends on the costs required to bring about the 1 per cent
changes. Because investment costs are not considered in this study, comparison of the
monetary returns from the different scenarios can only be made under the assumption of
equal investment costs in each sector. However, the distributions of total benefits among
industry sectors from alternative scenarios are directly comparable, even in the absence of
cost information.

The complementary contributions of this study are two-fold. Firstly, cross-commodity
relationships are a key feature of the Australian sheep and wool industries and these are
formally accounted for. Examples include joint production of wool and lamb, and
substitution in domestic consumption of lamb and mutton. Therefore, any exogenous
changes, such as a research-induced innovation or successful promotion in one industry,
will have spillover and feedback effects to and from the other industries. For example,
research may deliver a new technology which reduces the per kilogram cost of producing



prime lamb. This change in profitability will encourage an increase in lamb production
relative to wool production because the number of ewes joined to terminal and other
meat-breed rams will increase relative to the number of ewes joined to Merino rams. A
further shift in resources to lamb will occur as consumers switch from other meat
products to cheaper lamb products. In using a single-industry modelling approach to
evaluate the industry returns from a cost reduction in lamb production, the benefits to
lamb producers would be estimated, but the indirect benefits and costs to producers
through impacts on the wool, mutton and live sheep export enterprises would be ignored.
Similarly, in estimating consumer impacts the changes in lamb consumption would be
valued, but changes in the consumption of the other products would be ignored. The
economic framework developed in this study accounts for the multi-product nature of the
Australian sheep and wool industries. It is expected that the more realistic representation
of industry structure, through the inclusion of inter-industry relationships, will improve
the accuracy of economic analysis.

Secondly, the high degree of industry disaggregation in the model allows for the
evaluation of individual investments specific to an agricultural zone or commodity. This
has particular relevance to evaluation of R&D investments where new technologies may
not be applicable, nor adopted, Australia wide.

1.3 Method of the Study

Evaluation of the returns from new technology adoption or generic promotion at an
industry level requires a structural model representative of the industry or market under
consideration. Econometric models and partial equilibrium models are the two most often
used methods in agricultural industry analysis of R&D and promotion investments.
Econometric models use time-series data on the variables included in the model to
estimate parameter values. The estimated equations of the model can be used to predict
prices and quantities enabling economic surplus changes to be calculated. Favourable
aspects of econometric estimation are that dynamic relationships such as seasonality and
time effects can be captured within the simulation. In sheep production, seasonal
conditions influence breeding decisions and biological constraints may result in time lags
between breeding and product sales (Vere et al. 2005). Time lags also exist between
initial research investment and maximum adoption of a new technology. Econometric
studies specific to the sheep industry have been undertaken, but most have maintained a
single industry focus (e.g. Griffith et al. 1995; Templeton et al. 2004). Vere et al. (2000)
developed a quarterly structural econometric model of the Australian grazing industries
incorporating the wool, lamb and mutton sectors of the sheep industry. Although relevant
in the context of this study, the data-intensive nature of the model is prohibitive to its use.
As data continues to be collected and reported less, the maintenance of econometric
models that rely on lengthy historical data becomes increasingly difficult.

For this reason, the use of a comparative static approach, more commonly known as
‘Equilibrium Displacement Modelling’ (EDM) (Piggott 1992), to evaluate R&D and
promotion investments has increased in popularity. Rather than needing historical data
spanning decades, EDMs require base equilibrium price and quantity data and
Marshallian elasticity values. A limitation of EDM is the inability to satisfactorily
account for dynamic responses within the modelling framework. However, repeated
applications for different lengths of run can overcome this deficiency to some extent



(Piggott 1992). A number of EDMs have been developed in relation to the Australian
sheep and wool industries but they are single industry approaches that largely ignore the
cross-product interactions (Mullen et al. 1989; Mullen and Alston 1994; Hill et al. 1996).

There is a software package available called DREAM (Dynamic Research Evaluation for
Management) (IFPRI 2001) which is based on the EDM methodology. Appealing
features of DREAM are its generic applicability to a diverse range of industries and the
capability to incorporate multi-regional evaluations in the analysis, but the model does
have some restrictions. Analysis is limited to a single homogeneous commodity and any
cross-commodity relationships such as evident in the Australian sheep industry are not
included in the simulation. In addition, the DREAM framework does not allow for
vertical market disaggregation. Processors, retailers and consumers are combined as a
single entity and as such, information on the distribution of potential returns from R&D
and promotion investments among different industry groups and sectors cannot be
determined. Limitations of this type can be overcome through the development of
industry-specific EDMs such as the one described in this report.

The partial equilibrium framework of the EDM involves linear approximation of changes
in prices and quantities of inputs and outputs arising from new technology or promotion.
In using this method the industries are represented by a system of demand and supply
relationships with base prices and quantities used to define an initial equilibrium. The
impact of any exogenous change to the system, such as a new technology or promotion
campaign, is modelled as a shift in demand or supply from that initial equilibrium. From
the resulting changes in all market prices and quantities, the changes in producer and
consumer surpluses can be calculated as a measure of the changes in welfare accruing to
the various industry sectors.

The structure of the Australian sheep and wool industries is specified in considerable
detail within the EDM framework. Horizontally, the industries are disaggregated into
different regions, products and markets, and vertically into the various sectors of the
production chain. The main inputs are base equilibrium values for all prices and
quantities in the model to specify an initial equilibrium before any exogenous changes
occur. Market elasticities are also needed to quantify the responsiveness of producers and
consumers to changes in market prices.

The issue of economic surplus measurement in multi-market analyses has received
considerable attention in the literature, especially when there are multiple sources of
equilibrium feedback in the model (for example, Thurman 1991a). Zhao et al. (2005)
demonstrated that significant errors are possible if the partial equilibrium effects are not
measured in a sequential manner, as has been the case in some previous studies. The
measurement of economic surplus in this analysis follows the derivation by Zhao et al.
(2005).

1.4  Outline of the Report

The EDM of the Australian sheep and wool industries, comprising 295 endogenous
variables and 61 exogenous variables, is specified in Section 2. A diagrammatic
representation of the industries accompanies a discussion of the horizontal and vertical



industry disaggregation. The 295 equations of the model are listed in general functional
form and conditions of integrability are considered.

In Section 3, the base equilibrium prices and quantities for all the variables in the EDM
are specified. The initial values, taken over a three-year period, represent an average
equilibrium in the sheep and wool industries for 2002-03 to 2004-05. Existing elasticity
estimates are reviewed and values for each parameter in the model are selected. The
chosen market parameters correspond to a medium-run time frame. Two hypothetical
exogenous change scenarios are also presented in Section 3.

The potential annual benefits and their distribution among the various industry sectors for
two selected scenario are listed in Section 4. The scenarios are compared, permitting
policy-related inferences to be drawn from the results.

A summary of the study and conclusions from the research are given in Section 5. Some
of the limitations relating to the study are discussed and future areas of research are
identified.



2  An EDM of the Australian Sheep and Wool Industries

2.1 Introduction

This Section outlines the Australian sheep and wool industry structure and details its
specification in terms of the equilibrium displacement model. The conceptual structure of
the model is depicted diagrammatically in Section 2.2 and a brief discussion of the
horizontal and vertical market segments is given. In Section 2.3 the production, cost and
revenue functions for the various industry sectors are specified in general functional
forms. From the decision-making functions, generalised derivations of the input demand,
output supply, exogenous supply and exogenous demand schedules are presented.® The
general functional form equations of the model are specified in Section 2.4. Derivation of
the model in displacement form, integrability conditions and their importance, and the
imposition of integrability conditions on the displacement model are each considered in
turn. The model in equilibrium displacement form and with integrability conditions
imposed at the initial equilibrium points is specified in Equations (Al1.1)-(A1.295) and
(A1.1)’-(A1.295)’, respectively in Appendix 1.

2.2  Model Structure

2.2.1 Conceptual Structure

The Australian sheep and wool industries consist of numerous market segments. Accurate
analysis of the returns from research, promotion or government policies undertaken in
different industry sectors or markets require a model properly representative of the
industry structure. Horizontal and vertical industry disaggregation allows for the
distribution of total industry returns among the various regions and sectors to be
estimated.

The structure of the EDM of the Australian sheep and wool industries is depicted in
Figure 2. Each rectangle represents a production function with the supply and demand for
each product portrayed as an arrowed line. The non-arrowed end gives the supply for the
product and the arrowed end indicates the demand for the product. Supply and demand
schedules incorporating the exogenous shifters are drawn as ovals in the diagrams. The
structure of the Australian sheep and wool industries represented in Figure 2 consists of
four connecting diagrams. The logic of the block structure of diagrams is as follows.
Figure 2(a) shows the disaggregation of the national flock and associated production of
wool, lamb, mutton and live sheep. Figure 2(b) traces the supplies of wool from the farm
to the warehouse where it is sold at auction and either exported or purchased for use in
domestic processing. Following on from Figure 2(b), the different stages of the domestic
wool processing sector and exports of semi-processed wool products are depicted in
Figure 2(c). Connecting directly back to Figure 2(a), the various stages of the sheepmeat
supply chain and markets for lamb, mutton and live sheep are presented in Figure 2(d).

® Sub-sections 2.3.1-2.3.5 and 2.4.3-2.4.4 draw on Zhao et al. (2000, pp.10-12, 15-17 and 27-33).



Figure 2(a): Model structure
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Figure 2(b): Model structure
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Figure 2(c): Model structure
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Figure 2(d): Model structure
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2.2.2 Horizontal and Vertical Market Segments

In Figure 2(a) the industries are horizontally disaggregated into Merino sheep and non-
Merino sheep. Merino sheep are further disaggregated by production enterprise in each of
the three agricultural zones; high rainfall, wheat-sheep and pastoral. Breeding intention
separates Merino ewes in the high rainfall and wheat-sheep zones into Merino lamb and
non-Merino lamb producing enterprises. Merino sheep not used for breeding purposes are
classified as dry sheep and are grouped together. As such, Merino wethers and Merino
hoggets within each zone are combined as a single enterprise or sector.

Australian wool production is divided into four main diameter categories corresponding
to Australian Bureau of Statistics wool export categories of 19 pm and finer, 20-23 pum,
24-27 um and 28 um or broader. Wool of the same diameter classification within each
zone is assumed homogeneous in quality. For example, wool 19 um and finer produced
from ewes in the high rainfall zone is assumed to exhibit the same characteristics as wool
19 pum and finer produced from wethers and hoggets in the same zone, with no difference
in price. However, separate price variables are included in the model should data on
observable price differentials between the products become available in the future.

Vertical disaggregation of the wool industry includes the warehousing, export and
Australian early-stage processing sectors. Around 85 per cent of wool is sold through the
auction system while the rest is sold ‘privately’ on-farm or to local wool handling
facilities. For simplification in this analysis it is assumed that 100 per cent of wool is sold
through the auction system.* The warehouse sector (Figure 2b) is assumed to include
wool handling, storage, testing and associated selling costs. The majority of Australian
wool production is exported in its raw greasy form with the remainder undergoing some

* This assumption implies that gross revenue in the warehousing sector within the EDM is over-estimated.
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degree of early-stage processing before being exported as scoured wool, carbonised wool
or wool tops. Limited quantities of wool tops are used as inputs in domestic later-stage
processing such as spinning and weaving. Early-stage processing of wool in Australia is
separated into scouring, carbonising and topmaking sectors (Figure 2c). Post-sale costs
such as transport, dumping and shipment preparation for greasy wool are included in the
export sector.

Other production comprises live sheep exports and lamb and mutton destined for the
export and domestic markets. Live sheep exports from all three zones are assumed
homogeneous in quality with a single price. Supplies of lamb and mutton across all three
zones are also assumed homogeneous in quality though, for reasons stated above,
separate price variables are specified for each individual supply within the model.
Individual price variables also enable product quality differentiation between export and
domestic supplies of lamb and mutton.

Vertical disaggregation of the sheepmeat supply chain (Figure 2d) beyond the farm gate
consists of processing and marketing sectors. The processing sector undertakes all
slaughtering and processing activities necessary to produce lamb and mutton for the
export market and carcasses of lamb and mutton for sale to domestic retailers. The
domestic marketing or retail sector processes the carcasses and packages the products for
sale to final consumers. This sector comprises supermarkets, butchers and integrated
abattoir or independent boning rooms that undertake the same process.

2.3 Model Specification
2.3.1 Production Functions®

As shown in Figure 2, all the farm, wool warehouse, wool scouring, topmaking and lamb
and mutton processing sectors are characterised by multi-output production functions.
The wool carbonising, export shipment sectors for wool and marketing sectors for lamb
and mutton have single production technologies. All the production functions are deemed
to exhibit constant returns to scale with multi-output production functions separable in
inputs and outputs.® The objective of profit maximisation is an implicit behavioural
assumption of each industry sector within the model.

Written in general form, the multi-output production function is (Zhao et al. 2000, p.11):
(2.3.1) F(x,y)=0

where, using the non-Merino farm sector from the model as an example,
X =(X,, Xy, )are the inputs used to produce the y = (Y5, Y Y Yy )OUtputs. All

> Interested readers are referred to the relevant pages in Chambers (1998) and Varian (1992) for a more
comprehensive treatment of the derivations in Sections 2.3.1 to 2.3.5.

® These are standard assumptions also used in general equilibrium modelling. The assumption of
separability implies aggregation of inputs and aggregation of outputs. The implications of input-output
separability are discussed in Chambers and Fare (1993).
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variable and parameter symbols in the model are defined in Table 1 at the end of this
Section.’

If F(x,y)=0 is twice-continuously differentiable, with no derivatives vanishing, output
separability in the form F(x,Y,(y)) =0, implies that Equation (2.3.1) can also be written
as (Chambers 1988, p.286)

(232)  Yi(y)=Xy(x)

where Y, =Y, (y) is the scalar output index and X, = X, (x) is the corresponding scalar

input index under the assumption of input separability. As in Equation (2.3.2), the
production functions for the industry sectors specified in the model can be written as

Farm sectors

(233)  Yi(Yisw, Yiaw, Y1, Yim) = Xn(X1, Xaw)

(234)  YaYaw, Yaaw, Yaaw, Yo, Yom) = Xa(Xa1, Xa1w)
(2.35)  Ya(Yaw, Yaow, Yasw, YaL, Yam) = Xa(Xs1, Xa1w)
(2.3.6)  Ya(Yarw, Yaow, Yazw, Yar, Yam) = Xa(Xaz, Xarw)
(23.7)  Ys(Ysw, Ysow, Ysaw, Ysi, Ysm) = Xs(Xs1, Xs1w)
(23.8)  Ye(Yerw, Yeaw, Yoeaw, Yer, Yem) = Xe(Xe1, Xe1w)
(23.9)  Ya(Ynw, Y7aw, Y7aw, Y7, Y7m) = X7(X71, X71w)
(2.3.10)  Ya(Yeiw, Yeaw, Yaaw, Yse, Yam) = Xg(Xe1, Xs1w)
(2.3.11)  Yo(Yaw, Yoow, Yoaw, Yo, Yom) = Xo(Xoa1, Xo1w)

Wool warehouse sectors

23.12)  Zi(Zaw, Z1s) = Ya(Yiaw, Yan)

(23.13)  Zy(Zow, Z2s) = Ye(Y2aw, Yaiw, Yaw, Ysiw, Yeiw, Y7iw, Yaiw, Yoiw, Yrwm)
(2.3.14)  Zs(Zaw, Z3s) = Ye(Yaow, Yaaw, Yaow, Ysow, Yeaw, Y7ow, Yeow, Yoow, Ymm)

(2.3.15)  Za(Zaw, Zss) = Ye(Y1aw, Yasw, Yaaw, Yasw, Ysaw, Yeaw, Y7aw, Yaaw, Yaaw,
Yem)

Greasy wool export shipment sectors
(2.3.16)  Qiw = Zn(Zaw, Znm)
(2.3.17)  Qow = Ze(Zow, Zrwm)
(2.3.18)  Qaw = Zo(Zsw, Zmm)
(2.3.19)  Quw = Zs(Zaw, Zem)

" The meanings of the subscripts attached to each variable can be traced in Figure 2. For example, Y 13w
refers to 24 micron to 27 micron wool produced from non-Merino sheep.
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Wool scouring sector
(2.3.20)  Zs(Fus, Fas, Fas, Fas, Zot, Zs1, Za1, Zew) = Zc(Zas, Zas, Zss, Zas, Zcs)

Wool carbonising sector
(2.3.21)  Few = Zp(Zew, Zcs)

Wool topmaking sector
(2.3.22)  F1(For, Far, Fat, Fanw, Qop) = Z1(Zo1, Zat, Zat, Zw)

Semi-processed wool export shipment sectors
(2.3.23)  Qcw = Fc(Few, Fes)

(2.3.24)  Qus = Fi(F1s, Fns)

(2.3.25)  Qas = Fa(Fzs, Frs)

(2.3.26)  Qss = F3(Fss, Fms)

(2.3.27)  Qus = Fy(Fss, Fas)

(2.3.28)  Qor = Fe(Far, Fer)

(2.3.29) Qs = Fm(Far, Fm1)

(2.3.30) Qa7 = Fa(Far, Fa1)

(2.3.31)  Qnw = Fw(Faw, Fne)

Lamb and mutton processing sectors
(2.3.32)  Z.(Zie, Zip) = Yi(YaL, Yo, Yai, Ya, Ysi, Yer, Ysi)
(2.3.33)  Zm(Zme, Zvo) = Ym(Yim, Yom, Yam, Yam, Ysm, Yem, Y7m, Yam, Yom, Ysm)

Lamb and mutton marketing sectors
(2.3.34)  Que=Zi(Zig, Za1)
(2.3.35)  Qup=2Zx(Zip, Z21)
(2.3.36)  Qwe = Z1(Zwme, Zim)
(2.3.37) Qb = Z2(Zme, Zowm)

The variables on the left hand side of each equation denote the outputs for each sector and
those on the right hand side are the inputs for each sector.

2.3.2 Cost Functions and Derived Demand Schedules
The cost function can be specified as (Zhao et al. 2000, p.11):

(2.3.38) C,,(W,Yy)=min{wx:y}
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where w = (w,,w,, )" are the prices for inputs (X, X,, ).

The assumption of output separability allows Equation (2.3.38) to be expressed in terms
of a single output cost function (Chambers 1988, p.286; Zhao et al. 2000, p.11)

(2.3.39) C, (w,Yy)= mxin{w'x Ly} = mxin{w'x Y, =Y, (y)}=Cy, (W,Y,)
where C,,(w,Y,) s the cost function for the single output technologyY, = X, (X).

The existence of constant returns to scale implies that X, (ax) = aY,and Y,(ay) = aX
for all > 0. Therefore, the cost function can be written as (Zhao et al. 2000, p.11):

(2.3.40) C,,(wWY,)= mxin{w'x: Xy () =Y,}
=min{w'x: X, (ax) = @Y, |
= mxin{w'x: X, (x1Y,) =1} use (a =1/Y,)
=Y, mxin{w'(x/Yl) : X (x1Y)) =1} =Y,C,, (W) =Y,c,, (W)

where c,,(w) is the unit cost function associated with the minimum cost of producing
one unit of Y.

From the cost function above, if c,,(w) is differentiable with respect to w, the output

constrained input demand functions can be found through application of Shephard’s
Lemma (Cornes 1992, p.106)

(2.3.41) oC,,(w,Y,)/ow, =Y,cy, " (W) (i=12,..,k)
where c,,"; (W), (i =12,....,k) are the partial derivatives of the unit cost function c, (w)

In this example for the non-Merino farm sector, the output constrained input demand
functions derived from the unit cost function c,, (w) = c,, (w,,w,, ) are

(23.42) X, =0C,,(w,Y,)/ow, =Y.Cyy "y; (Wy,W,,) and,

(23.43) Xy, =0C (W, Yy)/ oWy =Y,Cyy "xaw (Wy, Way )
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where ¢, 'y, (W, w,,) and ¢y, 'y, (W, W,,) are partial derivatives of the unit cost
function c,, (w,,w,,).

Following the specification of the total cost function in Equation (2.3.40), the total cost
functions associated with the production functions for each of the industry sectors are

Farm enterprises

(2.3.44)  Cy1=Y1*cva(Wi, wiw)
(2.3.45)  Cy2 = Y2*Cy2(Wa3, w2iw)
(2.3.46)  Cy3 = Y3*Cyz(Wa3, Waiw)
(2.3.47)  Cys4 = Ys*Cya(Wss, Warw)
(2.3.48)  Cys = Ys5*Cys(Was, Ws1w)
(2.3.49)  Cys = Ye*Cvs(Ws1, We1w)
(2.3.50)  Cy7 = Y7*Cyr(Wr1, Wriw)
(2.3.51)  Cyg = Yg*Cys(Wa1, Waiw)
(2.3.52)  Cyo = Yo*Cyo(Wo1, Worw)

Wool warehouse sectors
(2.3.53) Cz =Z1*cz1(Viaw, Vnm)
(2.3.54)  Cgz = Zy*cza(Varw, Vaiw, Vaiw, Vsiw, Veiw, V7w, Veiw, Voiw, Vim)

(2.3.55)  Cgzz = Zz*Cz3(Voaw, Vaow, Vaow, Vsaw, Veaw, V7w, Vaaw, Voaw, Vvm)

(2.3.56)  Cz4 = Zs*Cza(Viaw, Vaaw, Vaaw, Vazw, Vsaw, Veaws V73w, Veaw, Voaw, VBMm)

Greasy wool export shipment sectors

(2.3.57)  Coww = Qiw*Corw(Uiw, Unm)
(2.3.58)  Cqaw = Qaw™Caw(Uzw, Urm)
(2359)  Cosw = Qaw*Coaw(Usw, Unim)
(2.3.60)  Coaw = Qaw™*Coaw(Uaw, Usm)

Wool scouring sector

(2.3.61) Czs = Zs*Czs(uss, Uzs, Uss, Uas, Ucs )

Wool carbonising sector

(2.3.62)  Crcw = Few™*Crew(Ucw, Uce)

Wool topmaking sector

(2.3.63)  Cgr = Fr*cer(uzr, UsT, UsT, UwT )
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Semi-processed wool export shipment sectors
(2.3.64)  Cocw = Qcw*Cqcw(Scw; Sce)
(2.3.65)  Cois = Q1s*Cqis(Sis, Sns)

(2.3.66)  Cqzs = Qas™Cqas(Szs; Srs)

(2.3.67)  Coss = Q3s*Cqas(Sss, Sms)

(2.3.68)  Coqas = Qas™*Cqas(Sss, Ses)

(2.3.69)  Coqar = Qar*Coar(S2T, SFT)

(2.3.70)  Cqar = Qar*Cqar(SaT, SMmT)

(2.3.71)  Cqar = Qar*Cqut(Sar, SBT)

(2.3.72)  Conw = Qnw*Conw(Snw, SNE)

Lamb and mutton processing sectors

(2.3.73)  CzL=Z *Czi(ViL, vaL, vaL, vaL, vsL, veL, VsL)

(2.3.74)  Czm = Zm*czm(Vim, Vam, Vam, Vam, Vsm, Vem, V7m, Vam, Vom, Vsm)

Lamb and mutton marketing sectors
(2.3.75)  CoLe = Que*CoLe(ULE, U1L)
(2.3.76)  Cqup = Quo™CquLp(ULp, UzL)
(2.3.77)  Come = Qme*Come(Ume, Uim)
(2.3.78)  Comp = Qmp*Comp(Ump; Uam)

The total cost of producing the level of output index q is represented by Cq and cq()
represents the unit cost function where q = Yy,...,Yq, Z1,...,Z4, Qiw,-.-,Qaw, Zs, Few, Fr,

QCW, le,---,Q4s, QZT,...,QAT, QNW1 Zy, Zw, QLE, QLD1 QME, QMD- The demand functions
for the endogenous input variables in the model can be derived from the corresponding
cost functions using Shephard’s Lemma as in Equation (2.3.41).

2.3.3 Revenue Functions and Derived Supply Schedules

Input separability is an analogous concept to output separability. The revenue function
can be written as (Zhao et al. 2000, p.12)

(2.3.79) Ry, (V,X) = max{v'y:x} where V= (Vp, V. VsV, )are the output prices
y

for (Y13\N ’Yl4W ’YlL 7Y1M ) :

The assumption of input separability allows Equation (2.3.79) to be expressed in terms of
a single input revenue function as (Zhao et al. 2000, p.12):

(2.3.80) Ry (V,X) = myax{v‘y DX} = m?x{v'y: Xy =Xy (X)} =Ry (v, Xy)
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where Ry, (v, X )is the revenue function for the single input technology X, =Y, (y).

Constant returns to scale imply that the revenue function can be written as (Zhao et al.
2000, p.12):

(2.3.81) R, (v, X)= m;elx{v'y Y, (y) =X, }
= m;ax{v'y Y, (ay) = X }
:m;ax{v'y:Yl(y/XN):l} use (¢ =1/X,)
=X, m?x{v'(y/XN) Y, (/X ) =1 = X Ryy (V1) = X Iy (V)

where ry, (v) is the unit revenue function associated with the maximum revenue from
one unit of input index X

From the revenue function above, if r,, (v) is differentiable with respect to all output
prices, then using the Samuelson-McFadden Lemma (Chambers 1988, p.264):

(23.82) ARy (v, Xy )/ OV, = XIy'; (V) (j=12,..n)

where 1y, "'; (v),(j=12,....,n)are the partial derivatives of the unit revenue function

rXN (V) '

The input constrained output supply functions derived from the unit revenue function
r-XN (V) = r-XN (VISW 'V14W 'VlL ’VlM ) are

(2.3.83) Y5 =R (Vi X ) Vg = X Tew 1o (Viaw +Viaw »Var » Vi )
(2.3.84) Y, =0R (v, X )/ Vi = X Txn, raw (Viaw » Veaw » Var s Vaw )
(2.3.85) Y, =0Ry (v, X )/ 0vy = X Ty 't (Viaw s Vigw s Var +Vaw )
(2.3.86) Y, =R (v, X ) ovyy = X T 'tn (Vigw s Viaw s Vae +Vin )

where

rXN, '13W (V13W ’V14W ’VlL ! VlM ) ' r-XN, I14W (V13W ’V14W ’VlL ’VlM ) ' I’XN, 'lL (V13W ’V14W 7V1L ! VlM ) and
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Fen. ‘v (Vigw 1 Vaaw » VoL Vi ) @re  partial derivatives of the unit revenue function

rXN (V13W ’V14W ’VlL 1V1M ) '
Based on equation (2.3.81), the revenue functions for the industry sectors are

Farm enterprises

(2.3.87)  Rxn = XN*rxn(Visw, Viaw, ViL, Vim)
(2.3.88)  Rx2 = Xo*rxa(Varw, Vaow, Vaaw, VL, Vawm)
(2.3.89)  Rxa = X3*rxs(Vaiw, Vaow, Vasw, VaL, Vam)
(2.3.90)  Rxa = X4*rxa(Varw, Vaow, Vasw, VaL, Vam)
(2.3.91)  Rxs = Xs*rxs(Vsiw, Vsow, Vsaw, Vsi, Vsm)
(2.3.92)  Rxe = Xe*Ixe(Ve1w, Veow, Veaw, VeL, Vem)
(2.3.93)  Rx7 = X7*rx7(V7iw, Vrow, V7aw, Pse, V7m)
(2.3.94) Rxs = Xg*rxs(Vsiw, Vsaw, Vsaw, Pse, Vam)

(2.3.95)  Rxo = Xo*rxe(Voiw, Voow, Vosw, Pse, Vom)

Wool warehouse sectors

(2.3.96)  Ryn = Yn*ryn(Usw, Uss)
(2.3.97)  Ryr = YE*rye(Uaw, Uzs)
(2.3.98)  Ryc = Yc*rvc(Usw, Uss)
(2.3.99) Rys = Yg*rvs(Usw, Uss)

Greasy wool export shipment sectors
(2.3.100) Rzn = Zn*rzn(paw)
(2.3.101) Rz = Ze*rze(paw)
(2.3.102) Rze= Zs*rza(paw)
(2.3.103) Rzg = Zg*rza(paw)

Wool scouring sector

(2.3.104) Rzc = Zc*rzc(S1s, Sos, Sss, Sas, UzT, UsT, UaT, Ucw)

Wool carbonising sector
(23105) Rzp = Zp*l’zp(SCV\/)

Wool topmaking sector

(2.3.106) Rzt = Z7*rz1(S2T, S37, S4T, SNW, PDP)
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Semi-processed wool export shipment sectors
(2.3.107) Rec = Fc*rec(pew)

(2.3.108) Re1 = F1*rea(pis)

(2.3.109) Rz = F2*re2(pas)

(2.3.110) Re3 = F3*res(pss)

(2.3.111) R = F4*rea(pas)

(2.3.112) Ree = Fe*ree(par)

(2.3.113) Rem = Fm*rem(par)

(2.3.114) Reg = Fg*reg(pat)

(2.3.115) Rew = Fw*rew(pnw)

Lamb and mutton processing sectors
(2.3.116) RyL =Y *ryL(ULE, ULD)
(2.3.117) Rym = Ym*rym(Ume, Umb)

Lamb and mutton marketing sectors
(2.3.118) Rz1 = Z1*rz1(PLe)
(2.3.119) Rzz = Z*rz2(pLp)
(2.3.120) Rzz = Z3*rz3(pme)
(2.3.121) Rzs4 = Z4*rz4(pwmp)

The total revenue produced from input index level x is represented by Rx and ry)
represents the unit revenue function where x = Xy, Xa,...,Xo, YN, YE Ye, YB, Zn, ZF, Za,
Zg, Zc, Zp, Z1, Fc, F1,...,F4, Fe, Fum, Fa, Fw, YL, YMm, Z1,...,Z4. The SUpply functions for
the endogenous input variables in the model can be derived from the corresponding
revenue functions through application of the Samuelson-McFadden Lemma as in
Equation (2.3.82).

2.3.4 Profit Functions and Exogenous Supply

The SUpp"ES of inputs Xl, X21,...,X91, Xlw, X21w,...,X91w, Y|\||\/|, YFM, YMM, YB|\/|, ZNM,
Zem, Zam, Zews Zes, Zes, Zwr, Fee, Fns, Frs, Fus, Fes, Frr, Fut, Fey Fne, Ysit, Yswy Za,
Zy1, Zim, Zow are exogenous to the model. The supplies of these factors cannot be entirely
specified within the model, as not all decision variables pertaining to their supplies are
included in the model.

Assume x is any one of the exogenous inputs into the model and the production function
for the producer of x is (Zhao et al. 2000, p.16):

F(x,0)=0
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where O is the vector of all other inputs and outputs of the production function. The profit
function can be specified as (Zhao et al. 2000, p.16):

(23.122) r= m%x{wxx +W O:F(x,0) = 0}: r(w, W)

where w, is the price of x and W denotes the price vector for O. Each element in O is set

negative or positive depending on whether it is an input or an output, respectively (Varian
1992, p.25). Using Hotelling’s Lemma the supply of x can be derived as

(2.3.123) x= a\%ﬁ(wX W) =7, (W, W)=x(w, W)

X

where 7, (.) is the partial derivative of 7z(w,,W)with respectto w, .

2.3.5 Utility Functions and Exogenous Demand

Also exogenous to the model are the demands for the final sheep, meat and wool products

Quw,....Qaw, Qcw, Qis,...,Qss, Q2r,...,Qar, QOnw, Qop, Que, Quo, Qme, Qmb, Qse.

Consider that an indirect utility function for the consumer of Q.e (export lamb) with an
income level m can be specified as (Varian 1992, p.99; Zhao et al. 2000, p.16):

(23124) V(pLE ’ P’ m) = ggg)é{u(QLE !Q) : pLEQLE + PIQ = m}

where p . is the price of Q ., Q is the vector of all the other commodities consumed, P

represents the price vector of Q and u(.) is the consumer’s utility function. Using Roy’s
identity (Varian 1992, p.106) the Marshallian demand equations can be derived as

V(o P.m)

0P
V(P P,m)

om

(23.125) Quo(pro,P,m) =

All the demand equations for the sheep, meat and wool products within the model can be
derived accordingly with the exception of lamb and mutton sales in the domestic retail
market. In this case the two commodities are substitutes in consumption with the demand
for each product responsive to its own price and the price of the other commodity.®
Assume the indirect utility function for domestic consumers of lamb and mutton with a
given income level mis (Varian 1992, p.99; Zhao et al. 2000, p.16):

& The prices of lamb and mutton are also responsive to the prices of other meat commodities not included in
the model such as beef, pork and chicken. . Similarly, wool prices are responsive to the prices of substitute
fibres not included in the model such as cotton and synthetics.
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(2.3.126)  V(Pro, Puo,P.m) = max {u(Q.p,Quo.Q): PLoQuo + PuoQuo + P'Q =m}

LD YQMD vQ

where p,, and p,, are the respective prices for Q,, (domestic lamb) and Q,,,

(domestic mutton). Again P and Q represent the price and quantity vectors of all other
commodities consumed and u(.) is the consumer’s utility function. The Marshallian
demand equations derived using Roy’s identity are

N(P o, Pups P.M)
Pro
N(Pyps Pup, P, M)
om

(2.3.127) QLD(pLD! Puo > P, m) =—

8V(pLD! Pwo . P m)

op
2.3.128 » Pup, Pom) = - -
( ) Quo(Pior Puo P == 5

om

2.4  The Equilibrium Displacement Model
2.4.1 Structural Model

The general functional form system of Equations (2.4.1)-(2.4.295) representing
equilibrium in the Australian sheep and wool industries can be derived from Equations
(2.3.44)-(2.3.78), (2.3.87)-(2.3.121), (2.3.122), (2.3.124) and (2.3.126). The impacts of
promotions and new technologies are modelled as parallel shifts in the relevant demand
or supply curves through the inclusion of exogenous shifters in the demand and supply
functions. Any variables not included in the partial equilibrium framework are assumed
impervious to any shifts and thus remain constant. All endogenous and exogenous
variables in the structural model are defined in Table 1.

Input supply to farm enterprises
(2.4.1) X1 = Xa(wy, Txi)

(24.2) X =Xaw(Wiw, Txaw)
(24.3)  Xaz3= X3(Was, Txz3)
(24.4)  Xaw = Xaw(Waw, Tx2iw)
(245)  Xaw = Xarw(Waiw, Txziw)
(24.6)  Xaz=Xu+Xa

(24.7)  Xus = Xas(Was, Txas)
(24.8)  Xaw = Xaaw(Waw, Txaiw)
(24.9)  Xsiw = Xsiw(Ws1w, Txsiw)
(24.10)  Xas = Xar + Xs1
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(2.4.11)  Xe1 = Xe1(Wet, Txe1)
(24.12)  Xeww = Xerw(Weiw, Txsiw)
(2.4.13) X1 = Xna(Wra, Txr1)
(2.4.14)  X7iw = Xoaw(Wriw, Txzaw)
(2.4.15)  Xgp = Xg1(Wg1, Txs1)
(2.4.16)  Xgww = Xerw(Wa1w, Txsiw)
(2.4.17)  Xg1 = Xo1(Wo1, Txo1)
(2.4.18)  Xoww = Xorw(Worw, Txorw)

With the exception of Equations (2.4.6) and (2.4.10), the supplies of each type of sheep
and the supplies of other inputs to the farm enterprises within the model are represented
by Equations (2.4.1)-(2.4.18). Based on Equation (2.3.123), the supply functions are
derived from the respective profit functions as in Equation (2.3.122). All other prices
specified as W in Equation (2.3.123) are excluded from the supply equations as they are
exogenous to the model and deemed constant.

The two types of Merino ewe enterprises in the high rainfall zone (X, and Xs;) are
homogeneous with a single price and share the same supply schedule given by Equations
(2.4.3) and (2.4.6). Similarly, Equations (2.4.7) and (2.4.10) specify the supply of Merino
ewes in the wheat-sheep zone (Xs1 and Xs1). In all equations the exogenous supply
shifters Tx; represent technologies that reduce the costs of production.

Output constrained input demands of farm enterprises
(24.19) X1 =Y1C'v1,1(W1, Wiw)
(2.4.20)  Xyw = Y1C'v1,1w(Wi, Wiw)
(2.4.21)  Xo1 = Y2C'v2,23(Waz, Woiw)
(2.4.22)  Xaw = Y2C'v2,21w(Wa3, Warw)
(2.4.23)  Xs1 = Y3C'v3,23(Wa3, Wa1w)
(2.4.24)  Xaw = Y3C'yz,a1w(Was, Warw)
(2.4.25)  Xa1 = Y4C'va,45(Was, Warw)
(2.4.26)  Xarw = YaC'va,a1w(Was, Warw)
(2.4.27)  Xs1 = YsC'ys,45(Was, Ws1w)
(2.4.28)  Xsiw = Y5C'vs,50w(Was, Ws1w)
(2.4.29)  Xe1 = YeC've,61(We1, Werw)
(2.4.30)  Xeww = YeC've,60w(We1, Weiw)
(2.4.31) X710 = Y7C'y7,71(W71, Wraw)
(2.4.32)  X7w = Y7€'v7,aw(W71, W71w)
(2.4.33)  Xg1 = YgC'ya,81(Ws1, Werw)

(2.4.34)  Xsww = YgC'vg,81w(Ws1, Wa1w)
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(2.4.35)  Xo1 = YoC'vo,91(Wo1, Worw)

(2.4.36)  Xoww = YoC'vo,01w(Wo1, Worw)

Following Equation (2.3.41), Equations (2.4.19)-(2.4.36) are derived from the cost
functions in Equations (2.3.44)-(2.3.52) using Shephard’s Lemma.

Farm enterprise equilibriums

(24.37)  Xn(X1, Xiw) = Y1(Yizw, Yiaw, Yii, Yim)
(2.4.38)  cyi(wi, Wiw) = rxn(Viaws Viaw, ViL, Vim)

(2.4.39)  Xo(Xa1, X2aw) = Y2 Yorw, Yoow, Yasw, Yo, Yam)
(2.4.40)  cya(Was, Waiw) = Ixa(Vaiw, Vaaw, Vasw, VaL, Vam)
(2.4.41)  X3(Xa1, Xaw) = Y3(Yaw, Yaaw, Yaaw, YaL, Yam)
(2.4.42)  cya(Was, Waiw) = I'xa(Vaiw, Vaaw, Vasw, VaL, Vam)
(2.4.43)  Xa(Xa1, Xarw) = Ya(Yarw, Yaow, Yazw, Yar, Yam)
(2.4.44)  cya(Was, Warw) = xa(Varw, Vazw, Vasw, VaL, Vam)
(2.4.45)  Xs(Xs1, Xs1w) = Ys(Ysaw, Ysaw, Ysaw, Ysi, Ysm)
(2.4.46)  Cys(Was, Wsiw) = I'xs(Vsiw, Vsaw, Vsaw, VsL, Vsm)
(2.4.47)  Xe(Xe1, Xe1w) = Yo(Yerw, Yeaw, Yeaw, YoL, Yom)
(2.4.48)  cye(We1, Weiw) = I'xs(Veiw, Veaw, Veaw, VoL, Vem)
(24.49)  X7(X71, X71w) = Y7(Y7aw, Y72w, Y7aw, Y7E, Y7m)
(2.4.50)  cv7(wr1, Wraw) = Ix7(Vzaw, V7aw, V7aw, Pse, V7m)
(2.4.51)  Xa(Xes1, Xa1w) = Ya(Yaiw, Ysaw, Yaaw, Yse, Yam)
(2.4.52)  cys(Ws1, Waiw) = 'xs(Veiw, Vaaw, Veaw, Psk, Vam)
(2.4.53)  Xo(Xo1, Xoaw) = Yo(Yorw, Yoow, Yasw, Yo, Yom)

(2.4.54)  cvo(Wor, Worw) = 'xa(Varw, Vaaw, Vaaw, Pse, Vom)

Equations (2.4.37)-(2.4.54) are the equilibrium conditions for the nine farm enterprise
sectors. Equilibrium conditions are imposed through two equations for each sector. For
example, Equation (2.4.37) is the multi-output product transformation function for the
non-Merino farm sector ensuring that aggregated input quantities are equal to aggregated
output quantities. Equation (2.4.38) sets the unit costs (cyi) incurred per unit of
aggregated output (Y1) equal to the unit revenue (rxn) earned per unit of aggregated input

(Xn).

Input constrained output supply of farm enterprises
(2.4.55)  Yiaw = Xnr'xn,13w(Viaw, Viaw, ViL, Vim)
(2.4.56)  Yiaw = Xnr'xn,1aw(Vizw, Viaw, ViL, Vim)
(2.4.57) Y1 = XNIxniaL(Visw, Viaw, ViL, Viv)

(2.4.58)  Yim = Xnr'sxnoam(Vizws Viaw, ViL, Vim)
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(2.4.59)
(2.4.60)
(2.4.61)
(2.4.62)
(2.4.63)
(2.4.64)
(2.4.65)
(2.4.66)
(2.4.67)
(2.4.68)
(2.4.69)
(2.4.70)
(2.4.71)
(2.4.72)
(2.4.73)
(2.4.74)
(2.4.75)
(2.4.76)
(2.4.77)
(2.4.78)
(2.4.79)
(2.4.80)
(2.4.81)
(2.4.82)
(2.4.83)
(2.4.84)
(2.4.85)
(2.4.86)
(2.4.87)
(2.4.88)
(2.4.89)
(2.4.90)
(2.4.91)
(2.4.92)
(2.4.93)

Yaiw = Xol'x2,21w(Vaiw, Vaaw, V2aw, Vai, Vam)
Y 22w = Xal'x2,22w(Va1w, V2w, V2aw, VoL, Vam)
Y 23w = Xol'x2,23w(Vaiw, Vaow, V2aw, VaL, Vam)
YaL = Xor'x2,2L V21w, V2aw, Vaaw, VL, Vam)
Yam = Xol'x2,2m(V21w, Vaaw, Vaaw, Vai, Vam)
Yarw = Xal'x3,31w(Vaiw, Vaaw, Vaaw, V3L, Vam)
Yaow = Xal'x3,32w(Vaiw, Vaaw, Vaaw, VaL, Vam)
Ya3w = Xal'x3,33w(Vaiw, Vaaw, Vaaw, V3L, Vam)
Y31 = Xar'xs,3L(Vaiw, Vaaw, Vasw, VaL, Vam)
Yam = Xal'x3,am(Vaiw, Vaaw, Vaaw, VaL, Vam)
Y aw = Xal'saa1w(Vaiw, Vazaw, Vaaw, VaL, Vam)
Y aow = Xal'xa,a2w(Vatw, Vazw, Vasw, VaL, Vam)
Yazw = Xal'xaaaw(Vaiw, Vazw, Vaaw, VaL, Vam)
YL = Xal'xa,aL(Varw, Vazaw, Vasw, VaL, Vam)

Y am = Xal'xa,am(Varw, Vazw, Vazw, VaL, Vam)
Ysiw = Xsl'xs,51w(Vsiw, Vsaw, Vsaw, Vsi, Vsm)
Ysow = Xsl'xs,50w(Vs1w, Vsaw, Vsaw, VsL, Vsm)
Ysaw = XsI'xs,53w(Vs1w, Vsaw, Vsaw, VsL, Vsm)
YL = Xsl'xs,5L (V51w Vsaw, Vsaw, Vsi, Vsm)
Ysm = Xsl'xs,5m(Vsiw, Vsaw, Vsaw, Vs, Vsm)
Yeiw = Xel'xe,61w(Veiw, Veaw, Veaw, VeL, Vem)
Yeow = Xel'x6,62w(Ve1w: Ve2w: Veaw, VeL, Vem)
Yeaw = Xel'x6,63w(Ve1w: Veaw: Veaw, V6L, Vem)
YoL = Xol'xe,6L(Ve1w: Veaw, Veaw, VeL, Vem)
Yem = Xel'xs,6M(Vorw, Veaw, Veaw, VeL, Vem)
Y7iw = X7r'x7,72w(V71ws V72w, V73w, Psg, Vi)
Y7ow = X70'x7,72w(V71w, V72w, V73w, Psg, Vim)
Y7aw = X7I'x7,73w(V71w, V72w, V73w, Pse, Vi)
Y7e = Xor'x7,7e(V7aw, V7w, V7aw, Psg, Vim)
Ym = Xa'xz,7m(V7aw, Vraw, Vzsw, Pse, V7m)
Yaiw = Xgl'xs,81w(Veiw, Veaw, Veaw, Pse, Vam)
Ygow = Xgl'xs,82w(Ve1w, Veaw, Veaw, Pse, Vam)
Yaaw = Xgl'xs,83w(Veiw, Veaw, Veaw, Pse, Vam)
Yge = Xal'xs,8e(Ve1w, Veaw, Veaw, Pse, Vam)

Ysm = Xal'xs,sm(Veiw, Vsoaw, Vsaw, Pse, Vam)
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(2.4.94)  Yorw = Xol'x9,01w(Vorw, Voow, Voaw, Pse, Vom)
(2.4.95)  Yoow = Xol'xg,02w(Vorw, Voow, Voaw, Pse, Vom)
(2.4.96)  Yoaw = Xol'x9,93w(Vorw, Voow, Voaw, Pse, Vom)
(2.4.97) Yo = Xol'x9,9e(Vorw, Voaw, Voaw, Pst, Vom)

(2.4.98)  Yom = Xor'xa,om(Vorw, Vaow, Veaw, Pse, Vom)

Following Equation (2.3.82), Equations (2.4.55)-(2.4.98) are derived from the revenue
functions in Equations (2.3.87)-(2.3.95) using the Samuelson-McFadden Lemma.

Other input supply to wool warehouse sectors
(2.4.99)  Yam = Yam(Vam, Tyam)

(2.4.100) Yawm = Yam(Vem, Tyem)

(2.4.101) Ymm = Ymm(Vim, Tymm)
(2.4.102) Yem = Yem(Vem, Tyem)

As derived in Equation (2.3.123), Equations (2.4.99)-(2.4.102) are the supplies of other
inputs to the wool warehouse sectors. The exogenous supply shifters Tv; represent
technologies that reduce the costs of production.

Other input supply to lamb and mutton slaughtering/processing sectors
(2.4.103) YsL=VYsi(vsi, TysL)
(2.4.104) Ysm = Ysm(Vsm, Tysm)

As derived in Equation (2.3.123), Equations (2.4.103) and (2.4.104) are the supplies of
other inputs to the lamb and mutton processing sectors. The exogenous supply shifters Ty;
represent technologies that reduce the costs of production.

Output constrained input demand of wool warehouse sectors

(2.4.105)  Y1aw = Z1C'z1,10w(V1aw, V)
(2.4.106) Ynm = Z1C'z1,nm(Viws VwN)

(2.4.107) Yow = ZoC'z2,21w(Vaiw, Vaiw, Vaiw, Vsiw, Veiw, V7w, Veiw, Voiw, VEm)
(2.4.108) Ysiw = Z2C'z2,38w(Va1ws V31w, Vaiw, Vsiw, Veiw, V7iw, Veiw, Voiw, Vim)
(2.4.109) Yaw = ZoC'z2,a1w(V21w, Vaiw, Varw, Vsiw, Vetws V7iw, Veiw, Veiw, Vi)
(2.4.110)  Ysiw = Z2C'z2,5w(Vaiw, Vaiw, Vaiw, Vsiw, Veiw, V71w, Vaiw, Voiw, Vem)
(2.4.111) Yerw = Z2C'z2,61w(Varws Vaiw, Varw, Vsiw, Veiw, V7iw, Veiw, Voiw, VEm)
(2.4.112) Y7uw = Z2C'z2,aw(Vaiw, Vaiw, Vaiw, Vsiw, Veiw, V71w, Vaiw, Voiw, Vem)
(2.4.113) Yeww = Z2C'z2,81w(Va1ws V1w, Vaiw, Vsiw, Veiw, V7iw, Veiw, Voiw, VEm)
(2.4.114)  Yaw = Z2C'z2,91w(V21w, Vaiw, Vaiw, Vsiw, Veiw, V71w, Vaiw, Voiw, Vem)

(2.4.115) Yem = ZoC'z2,em(Vaaws Vaiw, Vaiw, Vsiw, Veiws Vziw, Veiw, Veiw, Vim)
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(2.4.116)  Yaow = Z3C'z3,22w(Va2w, Vaaw, Vazaw, Vsaw, Veaw, V72w, Veaw, Voaw, VMm)
(2.4.117)  Ysow = Z3C'z3,32w(V22w, V32w, Vazaw, Vsaw, Veaw, V72w, Veaw, Voaw, VM)
(2.4.118)  Yaow = Z3C'z3,a2w(Va2w, Vaaw, Vazw, Vsaw, Veaw, V72w, Veaw, Voaw, Vmm)
(2.4.119)  Ysaw = Z3C'z3,50w(V22w, Vaaws Vazw, Vsaws Veaw, V72w, Veaw, Voaw, VM)
(2.4.120)  Yeaw = Z3C'zz,62w(Va2w, Vaaw, Vazw, Vsaw, Veaw, V72w, Veaw, Voaw, VMm)
(2.4.121) Y7aw = Z3C'z3,72w(V22w, Vaaws Vazaw, Vsaw, Veaw, V72w, Veaw, Voaw, VM)
(2.4.122)  Ysgow = Z3C'z3,82w(Va2w, Vaaw, Vazw, Vsaw, Veaw, V72w, Veaw, Voaw, Vmm)
(2.4.123) Yoow = Z3C'z3,92w(V22w, V32w, Vazw, Vsaw, Veaw, V72w, Veaw, Voaw, VM)
(2.4.124)  Ywmm = Z3sC'zz,mm(Vazws Vaaw, Vazw, Vsaw, Veaw, V72w, Veaw, Voaw, Vmm)
(2.4.125) Yizw = Z4C'zay13w(Viaw, V2aw, Vaaw, Vasw, Vsaw, Veaw, V73w, Veaw, Voaw, Vem)
(2.4.126)  Ya3w = Z4C'za,23w(V1aw, V23w, Vaaw, Vaaw, Vsaw, Veaw, V73w, Veaw, Vaaw, Vem)
(2.4.127)  Ysaw = Z4C'za,33w(V1iaw, V2aw, Vaaw, Vasw, Vsaw, Veaw, V73w, Veaw, Vosw, Vem)
(2.4.128)  Yazw = Z4C'z4,43w(V13w, V2aw, Vaaw, Vaaw, Vsaw, Veaw, V73w, Veaw, Vaaw, Vem)
(2.4.129)  Ysaw = Z4C'za,53w(Viaw, V2aw, Vaaw, Vasw, Vsaw, Veaw, V73w, Veaw, Vosw, Vem)
(2.4.130) Yeaw = Z4C'za,63w(V1aw, V2aw, Vaaw, Vaaw, Vsaw, Veaw, V73w, Veaw, Vaaw, Vem)
(2.4.131)  Y7aw = Z4C'za,73w(V1iaw, V2aw, Vaaw, Vasw, Vsaw, Veaw, V73w, Veaw, Vosw, Vem)
(2.4.132)  Yegaw = Z4C'za,83w(V1aw, V2aw, Vaaw, Vaaw, Vsaw, Veaw, V73w, Veaw, Vaaw, Vem)
(2.4.133) Yoaw = Z4C'za,93w(V1aw, V2aw, Vaaw, Vasw, Vsaw, Veaw, V73w, Veaw, Voaw, Vem)

(2.4.134) Ygwm = Z4C'za,18M(Va13w, V2aw, Vazw, Vasw, Vsaw, Veaw, V7aw, Vaaw, Voaw, Vem)

Following Equation (2.3.41), Equations (2.4.105)-(2.4.134) are derived from the cost
functions in Equations (2.3.53)-(2.3.56) using Shephard’s Lemma.

Output constrained input demand of lamb and mutton slaughtering/processing sectors

(2.4.135) Y1 =Z.C"z1,10(V1L, VoL, V3L, VaL, VsL, VeL, VsL)
(2.4.136) Yo =Z.C'z1,20(ViL, VoL, VaL, VaL, Vsi, VeL, VsL)
(2.4.137) Y3 =Z,C'z,3L(V1L, VoL, V3L, VaL, VsL, VeL, VsL)
(2.4.138) YaL=Z.C'zL,a0(V1L, VoL, VaL, VaL, VsL, VeL, VsL)
(2.4.139) Ys. = Z.C'z,50(ViL, VoL, VaL, VaL, Vsi, VeL, VsL)
(2.4.140) YeL = ZiC'z,6L(V1L, VL, V3L, VaL, VsL, V6L, VsL)
(2.4.141) YsL=Z.C'z,s0(VaL, VaL, VaL, VaL, Vsi, V6L, VsL)
(2.4.142) Y1im = ZmC'zmaam(Vim, Vam, Vam, Vam, Vsm, Vem, Vam, Ve, Vom, Vsm)
(2.4.143) Yaom = ZmC'zmi2m(Vim, Vam, Vam, Vam, Vs, Vem, Vam, Ve, Vom, Vsm)
(2.4.144)  Y3m = ZmC'zm,sm(Vim, Vam, Vam, Vam, Vsm, Vem, Vam, Ve, Vom, Vsm)
(2.4.145)  Yam = ZmC'zmiam(Vim, Vam, Vam, Vam, Vs, Vem, Vam, Ve, Vom, Vsm)

(2.4.146) Ysm = ZmC'zm,sm(Vam, Vam, Vam, Vam, Vsm, Vem, VM, Vam, Vom, Vsm)
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(2.4.147) Yem = ZmC'zm,em(Vim, Vom, Vam, Vam, Vsm, Vem, V7m, Vam, Vom, Vsm)
(2.4.148)  Y7m = ZmC'zm,7m(Vam, Vam, Vam, Vam, Vsm, Vem, VM, Vam, Vom, Vsm)
(2.4.149) Ysm = ZmC'zmism(Vim, Vom, Vam, Vam, Vsm, Vem, V7m, Vam, Vom, Vsm)
(2.4.150) Yom = ZmC'zmom(Vim, Vam, Vam, Vam, Vsm, Vem, V7m, Vam, Vom, Vsm)

(2.4.151) Yswm = ZmC'zm,sm(Vim, Vam, Vam, Vam, Vsm, Vem, V7m, Vam, Vo, Vsm)

Following Equation (2.3.41), Equations (2.4.135)-(2.4.151) are derived from the cost
functions in Equations (2.3.73)-(2.3.74) using Shephard’s Lemma.

Wool warehouse sectors equilibrium

(2.4.152)  Yn(Yiaw, Ym) = Z1(Zaw, Z1s)

(2.4.153) cz1(Viaw, Vm) = ryn(Uaw, Uss)

(2.4.154) Ye(Yaw, Yaiw, Yaw, Ysiw, Yeiw, Y7iw, Yeiw, Yow, Yem) = Za(Zow, Z2s)
(2.4.155) cza(Varw, V3w, Vatw, Vsiw, Veiw, V7iw, Veiw, Voiw, Vem) = yr(Uzw, Uzs)
(2.4.156) Yc(Yaaw, Yaow, Yaow, Ysow, Yeow, Y7aw, Yeaws Yoow, Ymm) = Za(Zaw, Zss)

(2.4.157)  cza(Vaow, Vaaw, Vazaw, Vsaw, Veaw, V72w, Veaw, Voaw, Vmm) = Fyc(Uzw, Uzs)

(2.4.158) Ys(Yisw, Yasw, Yasw, Yasw, Ysaw, Yeaw, Y7aw, Ysaw, Yosw, Yem) = Za(Zaw,
Zss)

(2.4.159) cza(Vasw, Vaaw, Vasw, Vasw, Vsaw, Veaw, V7aw, Vaaw, Vaaw, Vem) = lve(Usw, Uss)

Equations (2.4.152)-(2.4.159) are the quantity and value equilibrium conditions for the
wool warehouse sectors as explained for the farm sector equilibrium in Equations
(2.4.37)-(2.4.54).

Lamb and mutton slaughtering/processing sectors equilibrium

(2.4.160) Y (Y, Yau, Yau, Yai, Ysi, Yeu, Ysi,) = Zu(Zig, Zib)

(2.4.161) czi(VaL, Vou, VaL, VaL, VsL, V6L, VsL,) = I'vi(ULE, ULp)

(2.4.162) Ym(Yim, Yam, Yam, Yam, Ysm, Yem, Y7m, Yam, Youm, Ysm,) = Zm(Zme, Zmp)

(2.4.163) czm(Vim, Vam, Vam, Vam, Vsm, Vem, V7m, Vam, Vom, Vsm,) = Fym(Ume, Umb)

Equations (2.4.160)-(2.4.163) are the quantity and value equilibrium conditions for the
lamb and mutton processing sectors as explained for the farm sector equilibrium in
Equations (2.4.37)-(2.4.54).

Input constrained output supply of wool warehouse sectors
(2.4.164)  Zyw = YnNI'yn,aw(Uaw, Uss)

(2.4.165) Zis = YnI'yn,1s(Urw, Uss)

(2.4.166)  Zow = Yer'vr2w(Uzw, Uzs)

(2.4.167)  Zos = Yer'vr,25(Uaw, Uzs)
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(2.4.168) Zsw = YcI'yc,aw(Usw, Uss)
(2.4.169) Zss = YcI'vc,3s(Usw, Uss)
(2.4.170) Zsw = YI'y,aw(Uaw, Uss)
(2.4.171) Z4s = Ygl'vB,as(Uaw, Uss)

Following Equation (2.3.82), Equations (2.4.164)-(2.4.171) are derived from the revenue
functions in Equations (2.3.96)-(2.3.99) using the Samuelson-McFadden Lemma.

Input constrained output supply of lamb and mutton slaughtering/processing sectors
(24.172) Zie = YiI'vL,Le(ULE, Up)

(2.4.173) Zip=Yir'vi,Lo(ULE, ULp)

(2.4.174)  Zye = Ymr'ymme(Une, Uvp)

(2.4.175)  Zyp = Ywmr'ymmp(Unme, Uvp)

Following Equation (2.3.82), Equations (2.4.172)-(2.4.175) are derived from the revenue
functions in Equations (2.3.116)-(2.3.117) using the Samuelson-McFadden Lemma.

Other input supply to wool scouring sector
(2.4.176) Zcs = Zcs(ucs, Tzcs)

As derived in Equation (2.3.123), Equation (2.4.176) is the supply of other inputs to the
wool scouring sector. The exogenous supply shifter Tzcs represents technologies that
reduce the costs of production.

Output constrained input demand of wool scouring sector

(2.4.177)  Z1s = ZsC'zs,15(U1s, Uzs, Uss, Uss, Ucs)
(2.4.178) Zss = ZsC'zs,25(Uss, Uzs, Uss, Uss, Ucs)
(2.4.179) Zszs = ZsC'zs,35(Uss, Uzs, Uss, Uss, Ucs)
(2.4.180) Zas = ZsC'zs,45(Uss, Ugs, Uss, Uss, Ucs)

(2.4.181) Zcs = ZsC'zs,cs(Us, Uzs, Uss, Uss, Ucs)

Following Equation (2.3.41), Equations (2.4.177)-(2.4.181) are derived from the cost
function in Equations (2.3.61) using Shephard’s Lemma.

Wool scouring sector equilibrium
(2.4.182) Zc(Zis, Zos, Zss, Zas, Zcs) = Zs(Zew, Fis, Fas, Fss, Fas, Zot, Zat, Zat)

(2.4.183) czs(u1s, Uzs, Uss, Uss, Ucs) = rzc(Ucw, Sis, S2s, S3s, Sas, UaT, UsT, Uar)

Equations (2.4.182) and (2.4.183) are the quantity and value equilibrium conditions for
the wool scouring sector as explained for the farm sector equilibrium in Equations
(2.4.37)-(2.4.54).
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Input constrained output supply of wool scouring sector

(2.4.184) Fis=Zcr'zc,as(Ucw, Sis, S2s, S3s, Sas, Uzt, UaT, UaT)
(2.4.185) Fos=Zcr'zc,25(Ucw, S1s, S2s, S3s, Sas, UzT, UsT, UsT)
(2.4.186) Fas = Zcr'zc,3s(Ucw, Sis, S2s, S3s, Sas, Uzt, UaT, UsT)
(2.4.187) Fas = Zcr'zc,as(Ucw, S1s, S2s, S3s, Sas, UzT, U3, UsT)
(2.4.188) Zot = Zcr'zc,21(Ucw, S1s, S2s, S3s, Sas, UzT, UsT, UsT)
(2.4.189) Zsr = Zcr'zc,31(Ucw, S1s, S2s, S3s, Sas, UzT, UsT, UsT)
(2.4.190) Zsr = Zcr'zc,at(Ucw, S1s, S2s, S3s, Sas, UzT, UsT, UgT)

(2.4.191) Zcw = Zcr'ze,ew(Uew, Sis, S2s, Sas, Sas, UzT, UsT, UaT)

Following Equation (2.3.82), Equations (2.4.184)-(2.4.191) are derived from the revenue
function in Equation (2.3.104) using the Samuelson-McFadden Lemma.

Other input supply to wool carbonising sector
(2.4.192) Zcg = Zca(Ucs, Tzca)

As derived in Equation (2.3.123), Equation (2.4.192) is the supply of other inputs to the
wool carbonising sector. The exogenous supply shifter Tzcg represents technologies that
reduce the costs of production.

Output constrained input demand of wool carbonising sector
(2.4.193) Zcw = FewCrewscw(Ucw, Ucs)
(2.4.194) Zcs = FewC'rewsca(Ucw, Ucs)

Following Equation (2.3.41), Equations (2.4.193) and (2.4.194) are derived from the cost
function in Equations (2.3.62) using Shephard’s Lemma.

Wool carbonising sector equilibrium

(2.4.195) scw = Crew(Ucw, Ucs)

Equation (2.4.195) is the market clearing value equilibrium condition for the wool
carbonising sector specifying that unit prices for output equal the unit costs of production
at the margin.

Other input supply to wool topmaking sector
(24196) ZWT = ZWT(UWT1 TZWT)

As derived in Equation (5.3.123), Equation (5.4.196) is the supply of other inputs to the
wool topmaking sector. The exogenous supply shifter Towr represents technologies that
reduce the costs of production.
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Output constrained input demand of wool topmaking sector
(2.4.197) Zot = FrC'er,27(UzT, UsT, UsT, UWT)

(2.4.198) Zst = FrC'rr,37(Uzr, UsT, UsT, UwT)

(2.4.199) Zu1 = FrC'er,a1(U2T, UsT, UsT, UWT)

(2.4.200) Zwr = FrC'rr,wr(UzT, UsT, UsT, UWT)

Following Equation (2.3.41), Equations (2.4.197) and (2.4.200) are derived from the cost
function in Equations (2.3.63) using Shephard’s Lemma.

Wool topmaking sector equilibrium
(2.4.201) Z+v(Zot, Zst, Za1, Zwr) = Fr(For, Far, Fat, Fnw, Qop)

(2.4.202)  cer(Uzt, UsT, UsT, UwT) = ZT(S2T, S3T, SaT, SN, PoP)

Equations (2.4.201) and (2.4.202) are the quantity and value equilibrium conditions for
the wool topmaking sector as explained for the farm sector equilibrium in Equations
(2.4.37)-(2.4.54).

Input constrained output supply of wool topmaking sector
(2.4.203) For = Z1r'z7,27(S2T, Sar, Sa, Snws Pop)

(2.4.204) Far = Z1'z7,37(S2T, S37, S4T, SNW, POP)

(2.4.205) Far = Z1r'z1,47(S2, Sar, Sa, Snw, Pop)

(2.4.206) Fnw = Z1I'zT,nw(S2T, S3T, S4T, Snws PoP)
(2.4.207)  Qop = Z7r'z7,0p(S2T, S3T, SaT, SNW, PDP)

Following Equation (2.3.82), Equations (2.4.203)-(2.4.207) are derived from the revenue
function in Equation (2.3.106) using the Samuelson-McFadden Lemma.

Other input supply to export greasy wool shipment sectors
(2.4.208) Znm = Znm(Unm, Tzam)

(2.4.209) Zem = Zem(Upm, Tzem)

(2.4.210) Zpm = Zmum(Unvm, Tzmm)

(2.4.211) Zgm = Zsm(Usm, Tzem)

As derived in Equation (2.3.123), Equations (2.4.208)-(2.4.211) are the supplies of other
inputs to the export greasy wool shipment sectors. The exogenous supply shifters Ty
represent technologies that reduce the costs of production.

Other input supply to export carbonised wool shipment sector
(24212) FCB = FCB(SCB, TFCB)
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As derived in Equation (2.3.123), Equation (2.4.212) is the supply of other inputs to the
export carbonised wool shipment sector. The exogenous supply shifter Trcg represents
technologies that reduce the costs of production.

Other input supply to export scoured wool shipment sectors
(2.4.213) Fns = Fns(Sns, Tens)

(2.4.214) Fgs = Fes(Srs, Trrs)

(2.4.215) Fums = Fus(Sms, Tems)

(2.4.216) Fas = Fgs(Ses, Tres)

As derived in Equation (2.3.123), Equations (2.4.213)-(2.4.216) are the supplies of other
inputs to the export scoured wool shipment sectors. The exogenous supply shifters T
represent technologies that reduce the costs of production.

Other input supply to export wool tops shipment sectors
(2.4.217)  Fer = Fer(Ser, Trer)

(2.4.218) Fymt = Fmt(SmT, TewmT)

(2.4.219) Far = Far(Ser, Trar)

(2.4.220) Fne = Fne(Sne, Tene)

As derived in Equation (2.3.123), Equations (2.4.217)-(2.4.220) are the supplies of other
inputs to the export wool tops shipment sectors. The exogenous supply shifters T
represent technologies that reduce the costs of production.

Output constrained input demand of export greasy wool shipment sectors
(2.4.221) Zyw = QuwCQiw,aw(U1w, Unm)
(2.4.222)  Znm = Quwc'Qrw,nm(Uzw, Unm)
(2.4.223) Zow = QawC Qaw,2w(Uzw, Urm)
(2.4.224)  Zrm = QawC'gaw,rm(Uzw, Urw)
(2.4.225) Zsw = QawC qaw,aw(Uaw, Umm)
(2.4.226) Zmm = QawC'gaw,rm(Uaw, Urw)
(2.4.227)  Zsw = QawC'gaw,aw(Uaw, Ugn)
(2.4.228)  Zgm = QawC'qaw,em(Uaw, Usm)

Following Equation (2.3.41), Equations (2.4.221)-(2.4.228) are derived from the cost
functions in Equations (2.3.57)-(2.3.60) using Shephard’s Lemma.

Output constrained input demand of export carbonised wool shipment sector
(2.4.229) Fcw = QcwC'ocw,cw(Scw, Sce)

32



(2.4.230) Fce = QcwC'ocwsca(Scw: Sce)

Following Equation (2.3.41), Equations (2.4.229)-(2.4.230) are derived from the cost
functions in Equation (2.3.64) using Shephard’s Lemma.

Output constrained input demand of export scoured wool shipment sectors
(2.4.231) Fis = Q1sC'q1s,15(S1s, SNs)

(2.4.232) Fns = QusC'qis,ns(S1s, Ss)

(2.4.233) Fas = Q2sC'q2s,25(S2s, Srs)

(2.4.234)  Frs = Q25C'qas,rs(S1s, Srs)

(2.4.235) F3zs = Q35Cq3s,35(S3s, Sms)

(2.4.236) Fms = QssC'qas,ms(Sss, Sms)

(2.4.237) Fas = QasC'qas,as(Sss, Ss)

(2.4.238) Fas = QasC'qas,Bs(Sas, Ses)

Following Equation (2.3.41), Equations (2.4.231)-(2.4.238) are derived from the cost
functions in Equations (2.3.65)-(2.3.68) using Shephard’s Lemma.

Output constrained input demand of export wool tops shipment sectors
(2.4.239)  Far = Q21C'qar,271(S2T, SFT)

(2.4.240)  Fer = QorC'qar,Fr(Ser, SFT)

(2.4.241) Far = Qa1C'qaT,37(S3T, SFMT)

(2.4.242) Fumr = Qs1C'qat,MT(S3T, SMT)

(2.4.243) Far = Qa1C'qaT,47(SaT, SBT)

(2.4.244) Fgr = Q41C'QaT,BT(S4T, SBT)

(2.4.245)  Fnw = QnwConwnw(Snw, SNe)

(2.4.246) Fne = QnwC'onwsNE(SNW, SNE)

Following Equation (2.3.41), Equations (2.4.239)-(2.4.246) are derived from the cost
functions in Equations (2.3.69)-(2.3.72) using Shephard’s Lemma.

Export greasy wool shipment sector equilibrium
(2.4.247)  p1w = Corw(Urw, Unm)
(2.4.248) paw = coaw(Uzaw, Urm)
(2.4.249) psw = Coaw(Uaw, Unmm)
(2.4.250) paw = Coaw(Uaw, Usm)
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Equations (2.4.247)-(2.4.250) are the market clearing value equilibrium conditions for the
export greasy wool shipment sectors specifying that unit prices of output equal the unit
costs of production at the margin.

Export carbonised wool shipment sector equilibrium
(2.4.251) Pcw = Cch(Scw, SCB)

Equation (2.4.251) is the market clearing value equilibrium condition for the export
carbonised wool shipment sector specifying that unit prices of output equal the unit costs
of production at the margin.

Export scoured wool shipment sector equilibrium
(2.4.252) pis = Cqus(Sts, Ss)
(2.4.253) p2s = Cqas(Szs, Srs)
(2.4.254) pss = Cqas(S3s, Sms)
(2.4.251) pas = Cqus(Sas, Ses)

Equations (2.4.252)-(2.4.255) are the market clearing value equilibrium conditions for the
export scoured wool shipment sectors specifying that unit prices of output equal the unit
costs of production at the margin.

Export wool tops shipment sector equilibrium
(2.4.256) por = Coz1(S2T, SET)

(2.4.257) psr = Cqz1(SaT, SMT)

(2.4.258) pat = Coat(Sar, SBT)

(2.4.259) pnw = Conw(Snw, Snw)

Equations (2.4.256)-(2.4.259) are the market clearing value equilibrium conditions for the
export wool tops shipment sectors specifying that unit prices of output equal the unit
costs of production at the margin.

Other input supply to lamb and mutton marketing sectors
(2.4.260) Zi = Zy (U, Tzun)

(2.4.261) Zo = Zoi(Uze, Tz21)

(2.4.262) Zim = Zim(Uim, Tzim)

(2.4.263)  Zom = Zom(uam, Tzom)

As derived in Equation (2.3.123), Equations (2.4.260)-(2.4.263) are the supplies of other
inputs to the lamb and mutton marketing sectors. The exogenous supply shifters Tz
represent technologies that reduce the costs of production.
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Output constrained input demand of lamb and mutton marketing sectors
(2.4.264) Zie = QLeC'quE,LE(ULE, U1L)

(2.4.265) Zy = QueC'que 1L (ULe, UiL)

(2.4.266) Zip=QupC'qLp,Lp(ULp, UzL)

(2.4.267) Zz = QuoC'qLp,2L(ULD, UaL)

(2.4.268) Zmp = QmpC'omp,mp(Ump, Uzm)

(2.4.269) Zom = QmbpC'omb,2m(Unmb, Uzwm)

(2.4.270)  Zme = QmeC’ome,me(Ume, Uim)

(5.4.271) Zim = QmeC'ome,im(UnmE, Uim)

Following Equation (2.3.41), Equations (2.4.264)-(2.4.271) are derived from the cost
functions in Equations (2.3.75)-(2.3.78) using Shephard’s Lemma.

Lamb and mutton marketing sectors equilibrium
(2.4.272) pLe= Core(ULe, U1L)

(2.4.273) pLp = Couo(ULp, UzL)

(2.4.274) pwmp = Comp(Ump, Uzm)

(2.4.275) pme = Come(Ume, Uim)

Equations (2.4.272)-(2.4.275) are the market clearing value equilibrium conditions for the
lamb and mutton marketing sectors specifying that unit prices of output equal the unit
costs of production at the margin.

Origin of live sheep exports
(2.4.276) Qse=Y7e+ Yge+ Yo

Live sheep exports are homogeneous with a single price. Equation (2.4.276) ensures the
total quantity of live sheep exports equals the sum of live sheep exports originating from
the three agricultural zones.

Export demand for Australian greasy wool
(2.4.277)  Quw = Quw(P1w, Nqiw)
(2.4.278)  Qaw = Qaw(Paw, Ngaw)
(2.4.279)  Qaw = Qaw(Psw; Nqsw)
(2.4.280) Qaw = Qaw(Paw, Nqaw)

Equations (2.4.277)-(2.4.280) are the own-price-dependent export demand functions for
Australian greasy wool as derived in Equation (2.3.125). Income is assumed constant and
prices for other classes of greasy wool and other competitive fibres in overseas markets
are not included explicitly. The Ng;i terms are exogenous demand shifters representing
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changes in demand for Australian greasy wool in overseas markets due to promotion or
changes in taste.

Export demand for Australian carbonised wool
(2.4.281) Qcw = Qcw(Pcw, Nocw)

Equation (2.4.281) is the own-price-dependent export demand function for Australian
carbonised wool as derived in Equation (2.3.125). Income is assumed constant and prices
for carbonised wool and other competitive fibres in overseas markets are not included
explicitly. The Nocw term is an exogenous demand shifter representing changes in
demand for Australian carbonised wool in overseas markets due to promotion or changes
in taste.

Export demand for Australian scoured wool
(2.4.282) Qis = Qus(P1s, Nass)
(2.4.283) Qas = Qas(p2s, No2s)
(2.4.284) Qss = Qas(pss, Nqas)
(2.4.285) Qus = Quas(Pas, Noas)

Equations (2.4.282)-(2.4.285) are the own-price-dependent export demand functions for
Australian scoured wool as derived in Equation (2.3.125). Income is assumed constant
and prices for scoured wool and other competitive fibres in overseas markets are not
included explicitly. The Nq; terms are exogenous demand shifters representing changes in
demand for Australian scoured wool in overseas markets due to promotion or changes in
taste.

Export demand for Australian wool tops
(2.4.286) Qar = Qar(p2r, No2r)
(2.4.287)  Qar = Qar(par, Noar)
(2.4.288)  Qat = Qur(Pat, Noar)

Equations (2.4.286)-(2.4.288) are the own-price-dependent export demand functions for
Australian wool tops as derived in Equation (2.3.125). Income is assumed constant and
prices for wool tops and other competitive fibres in overseas markets are not included
explicitly. The Ng; terms are exogenous demand shifters representing changes in demand
for Australian wool tops in overseas markets due to promotion or changes in taste.

Export demand for Australian noils/other wool
(2.4.289) Qnw = Qnw(pnw, Nonw)

Equation (2.4.289) is the own-price-dependent export demand function for Australian
wool noil as derived in Equation (2.3.125). Income is assumed constant and prices for
wool noil and other competitive fibres in overseas markets are not included explicitly.
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The Nonw term is an exogenous demand shifter representing changes in demand for
Australian wool noil in overseas markets due to promotion or changes in taste.

Domestic demand for LSP wool
(2.4.290) Qop = Qor(Por, Noor)

Equation (2.4.290) is the own-price-dependent domestic demand function for Australian
wool top as derived in Equation (2.3.125). Income is assumed constant and excluded
from the equation. The Ngpp term is a demand shifter representing changes in demand for
Australian wool top in the domestic market due to promotion or changes in taste.

Export demand for Australian lamb and mutton

(2.4.291) Qre = Qre(pLe, NoLe)
(2.4.292) Qwe = Qme(pme, Nome)

Equations (2.4.291) and (2.4.292) are the own-price-dependent export demand functions
for Australian lamb and mutton as derived in Equation (2.3.125). Income is assumed
constant and prices of other meat in overseas markets are not included explicitly. The Ng;
terms are exogenous demand shifters representing changes in demand for Australian lamb
and mutton in overseas markets due to promotion or changes in taste.

Export demand for Australian live sheep
(2.4.293) Qst = Qse(pse, Nose)

Equation (2.4.293) is the own-price-dependent export demand function for Australian live
sheep as derived in Equation (2.3.125). Income is assumed constant and prices for other
meat in overseas markets are not included explicitly. The Ngse term is an exogenous
demand shifter representing changes in demand for Australian live sheep in overseas
markets due to promotion or changes in taste.

Domestic retail demand for Australian lamb and mutton
(2.4.294) Qrp = Quo(pLp, pmo NoLp, Nowmp)
(2.4.295) Qwmb = Qmb(PLo, Pmb NoLp, Nomb)

Equations (2.4.294)-(2.4.295) are the demand functions for domestic lamb and mutton as
derived in Equations (2.3.127) and (2.3.128). Income and prices for other meats are
assumed constant and excluded from the equations. The Ng; terms are demand shifters
representing changes in demand for Australian lamb and mutton in the domestic markets
due to promotion or changes in taste.

The structural model of the Australian sheep and wool industries represented in general
functional form by Equations (2.4.1)-(2.4.295) defines equilibrium in all markets. There
are 261 price and quantity variables plus 34 aggregated input and output index variables
for the 17 multi-output sectors. Hence, the model is a system of 295 equations with 295
endogenous variables. The 42 supply shift variables representing the impacts of new

37



technologies in various industry sectors and the 19 demand shift variables representing
successful promotions, or changes in taste, are exogenous to the model.

2.4.2 Equilibrium Displacement Form of the Model

Exogenous changes representing impacts such as new technologies or promotions are
modelled as parallel shifts in the relevant market demand or supply curves. The
exogenous shifts displace the equilibrium, initiating changes in market prices and
quantities. The resulting market price and quantity changes allow changes in producer
and consumer surplus to be estimated for the various industry sectors.

The model in displacement form is found by totally differentiating the system of
equations at the initial equilibrium points. Implicit in this approach is the use of local
linear approximation when estimating the finite changes in the endogenous variables.
Zhao, Mullen and Griffith (1997) demonstrated that when small parallel exogenous shifts
are implemented in EDM, the price, quantity and economic surplus change estimates are
exact if the percentage change in variable (.) is defined as E(.) = A()/(.). The
displacement version of the model with market elasticities as parameters is outlined in
Equations (A1.1)-(A1.295) of Appendix 1. Parameter definitions are given in Table 1.

2.4.3 Integrability Conditions

Once values for the market parameters have been specified, the changes in economic
surplus resulting from an exogenous shift in supply or demand can be estimated from the
changes in all market prices and quantities within the model. These equilibrium welfare
effects can be calculated using two separate approaches (Just, Hueth and Schmitz 1982,
p.469). The first involves measuring completely the total welfare effects off the general
equilibrium demand and supply curves in the market where the intervention takes place.
Although this single market approach captures all the welfare effects including
horizontally and vertically related markets, it is not possible to acquire the distribution of
the total welfare changes among industry participants. Estimation of the welfare changes
accruing to various industry sectors is possible using the second approach whereby
welfare effects are measured off the partial equilibrium demand and supply curves in all
markets. The sum of the partial welfare measures from the second approach will be the
same as the total welfare effects measured off the general equilibrium curves in a
particular market only if integrability conditions are met (Alston, Norton and Pardey
1995, p.232). That is, certain mathematical and economic relationships must be satisfied
to ensure demand and supply equations in the model are not specified in an arbitrary
manner and market parameters are not inconsistent in their estimation. More specifically,
for mathematical integrability it must be possible to recover the set of underlying
decision-making preference functions in Equations (2.3.44)-(2.3.78), (2.3.87)-(2.3.121),
(2.3.122), (2.3.124) and (2.3.126) from the demand and supply functions in Equations
(A1.1)-(A1.295) listed in Appendix 1, whereas economic integrability requires that the
preference functions satisfy the regularity conditions to be genuine cost, revenue, profit
and utility functions (Zhao et al. 2000, pp.27-28). For each of the industry sectors
depicted in the model, input demand and output supply functions must be integrable with
the underlying cost and revenue functions of relevance. The requirements guaranteeing
integrability are briefly discussed below. A more complete discussion and mathematical
derivation of integrability conditions can be found in Zhao et al. (2000).
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Under the assumptions that (1) all sectors maximise profits, (2) multi-output production
functions are separable in inputs and outputs and (3) all production functions exhibit
constant returns to scale, the integrability conditions relating input demand functions to
their respective cost functions are homogeneity, symmetry and concavity (Zhao et al.
2000, p.28). The homogeneity and symmetry conditions, respectively, require the input
demand function to be homogeneous of degree zero in input prices and the Hessian
matrix of Allen-Uzawa input substitution elasticities to be symmetric, while the concavity
condition means the Hessian matrix is negative semi-definite (Zhao et al. 2000, p.29).
The symmetry condition is necessary and sufficient for mathematical integrability while
negative semi-definiteness (positive semi-definiteness) for demand (supply) functions is
sufficient for economic integrability (Takayama 1994, p.632).

Under the same three assumptions listed above, similar constraints apply for integrability
of output supply functions with relevant revenue functions. Homogeneity and symmetry
conditions require the output supply function to be homogeneous of degree zero in output
prices and the symmetry condition implies symmetry of the Allen-Uzawa product
transformation elasticities. The convexity condition means the Hessian matrix is positive
semi-definite (Zhao et al. 2000, pp.30-31).

In the case of exogenous input supply, each input is the sole decision variable from the
model contained in each relevant profit function. Consequently, integrability with the
relevant profit function only requires that the own-price elasticity of supply for that
exogenous input is positive (Zhao et al. 2000, p.31).

As each export market within the model is assumed to be commodity specific for a
particular group of consumers, a negative own-price elasticity of demand is sufficient to
ensure the recovery of a ‘proper’ utility function from each relevant export demand
function. Conversely, as lamb and mutton are substitutes in domestic consumption the
demands for each commodity relate integrably with each other (Zhao et al. 2000, p.32).
Under the assumption of constant marginal utility of income, as implied through the use
of Marshallian economic surplus measurement, the symmetry condition is given by (Zhao
et al. 2000, p.32):

i :(ﬂ’j/ﬁ“i)ﬁji

where 4, //1i is the relative budget share of the two commodities. Homogeneity and
concavity conditions will be satisfied when

7; <0, n; 20 and |77ii|>‘77ij‘

That is, the conditions will always hold as long as the own price elasticity of demand is
less than or equal to zero, the cross price elasticity of demand is greater than or equal to
zero and in terms of absolute values, the own price elasticity of demand will be larger
than the cross price elasticity of demand.
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2.4.4 Imposition of Integrability Conditions on the Displacement Model

One of the main concerns with using linear demand and supply curves, as in the EDM
approach, is that global integrability is not satisfied because the homogeneity condition
does not hold. However, as pointed out by Zhao et al. (2000, p.32), the displacement
form equations such as those in Equations (Al.1)-(Al1.295) are only local linear
approximations of the true demand and supply functions specified in Equations (5.4.1)-
(5.4.295) “which are not necessarily of a linear functional form and which can satisfy the
integrability conditions locally or even globally.” As an example they assert that the
normalised linear input demands derived from a normalised quadratic cost function that is
globally homogenous of degree one, will be globally homogeneous of degree zero. Thus,
integrability conditions imposed at single point imply global integrability.

The imposition of integrability conditions in the model occurs at the initial equilibrium
points. LaFrance (1991) highlighted the importance of integrability and demonstrated that
significant errors were associated with linear approaches if the focus of measurement was
on the triangular ‘deadweight loss’. Based on the findings of LaFrance (1991) and
considering that the trapezoid welfare change is the focus of this study, any errors in the
welfare measures resulting from a small parallel exogenous shift will be minimal.

The displacement model with elasticities of input substitution (o;) and elasticities of
product transformation (tj) included is detailed in Equations (A1.1)’-(A1.295)’ of
Appendix 1. Homogeneity and symmetry restrictions have been imposed whilst concavity
and convexity conditions will be satisfied when appropriate values for the market
parameters are specified.

Table 1: Definition of variables and parameters in the model

Endogenous Variables

X1 Quantity of non-Merino ewes

Xo1 Quantity of Merino ewes for non-Merino lamb production (HRZ)

Xa1 Quantity of Merino ewes for Merino lamb production (HRZ)

Xos Total quantity of Merino ewes, X,3 = X+ X3 (HRZ)

Xa1 Quantity of Merino ewes for non-Merino lamb production (WSZ)

Xs1 Quantity of Merino ewes for Merino lamb production (WSZ)

Xus Total quantity of wheat-sheep zone Merino ewes, X4s = X41+Xs; (WSZ)

Xe1 Quantity of pastoral zone Merino ewes (PZ)

X71 Quantity of Merino wethers and hoggets (HRZ)

Xs1 Quantity of Merino wethers and hoggets (WSZ)

Xo1 Quantity of Merino wethers and hoggets (PZ)

W1, Wag, Was, We1, W71, Prices of Xy, X33, X5, Xe1, X71, Xg1, Xo1

Wa1, Wa1

Xaiw Quantity of other inputs to the non-Merino farm sector

Xoww Quantity of other inputs to the Merino ewe, non-Merino lamb farm sector (HRZ)
Kaw Quantity of other inputs to the Merino ewe, Merino lamb farm sector (HRZ)
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Xaw

Xsiw

Xe1w

Krw

Xaiw

Korw

Wiw, Waiw, - .+, Waiw
Xny Xa,...Xg
Yi,..4,Y9
Yaw, Yiaw
Visw, Viaw

Y21W| YZZW, Y23W

Voiw, Voow, Vasw

Y31Wy YSZW, Y33W

V31w, Vaaw, Vasw

Y41W1 Y42W, Y43W

Vaiw, Vaow, Vaszw

Y51W| Y52Wi Y53W

Vsiw, Vsaw, Vsaw

Y61Wv Y62Wa Y63W

Veiws Veaw, Veaw

Y71W| Y72W; Y73W

V7w, V7ows V7aw

YBlWy Y82W, YBSW

Vsiw, Vaaw, Veaw

Y91W1 Y92W1 Y93W

Vaiw, Voow, Vasw
YlLl YlM

Vi, Vim
You, Yom

VoL, Vom

Quantity of other inputs to the Merino ewe, non-Merino lamb farm sector (WSZ)
Quantity of other inputs to the Merino ewe, Merino lamb farm sector (WSZ)
Quantity of other inputs to the Merino ewe farm sector (PZ)

Quantity of other inputs to the Merino wether and hogget farm sector (HRZ)
Quantity of other inputs to the Merino wether and hogget farm sector (WSZ)
Quantity of other inputs to the Merino wether and hogget farm sector (PZ)

Prices of Xyw, Xotws .-, Xo1w

Aggregated input indices for the nine farm sector sheep enterprises

Aggregated output indices for the nine farm sector sheep enterprises

Quantities of 24-27 and >28 micron wool, respectively (non-Merino farm sector)
Prices of Yiaw, Yiaw

Quantities of <19, 20-23 and 24-27 micron wool, respectively (HRZ-Merino ewe,
non-Merino lamb farm sector)

Prices of Yaiw, Y2ows Yasw

Quantities of <19, 20-23 and 24-27 micron wool, respectively (HRZ-Merino ewe,
Merino lamb farm sector)

Prices of Yaiw, Yaows Yasw

Quantities of <19, 20-23 and 24-27 micron wool, respectively (WSZ-Merino ewe,
non-Merino lamb farm sector)

Prices of Y.aw, Yaow, Yaaw

Quantities of <19, 20-23 and 24-27 micron wool, respectively (WSZ-Merino ewe,
Merino lamb farm sector)

Prices of Ysiw, Ysows Ysaw

Quantities of <19, 20-23 and 24-27 micron wool, respectively (PZ-Merino ewe,
farm sector)

Prices of Yguw, Yeow, Yesw

Quantities of <19, 20-23 and 24-27 micron wool, respectively (HRZ-Merino
wether and hogget farm sector)

Prices of Y7iw, Y7ow, Y7aw

Quantities of <19, 20-23 and 24-27 micron wool, respectively (WSZ-Merino
wether and hogget farm sector)

Prices of Ygiw, Yeows Yeaw

Quantities of <19, 20-23 and 24-27 micron wool, respectively (PZ-Merino wether
and hogget farm sector)

Prices of Yoiw, Yoow, Yosw

Quantities of lamb and mutton, respectively (non-Merino farm sector)

Prices of Y11, Yim

Quantities of lamb and mutton, respectively (HRZ-Merino ewe, non-Merino lamb
farm sector)

Prices of Y., Yom
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Y3L| Y3M

Vs, Vam
Ya, Yam

VaL, Vam
Ysi, Ysm

Vs, Vsm
YoL, Yem

VeL, Vem
Y7e Ym

YBE: YBM

Y9E| Y9M

Vim, Vem, Vom
Yamr Yems Yim, Yawm

Vnms VEms Vmy Vem

Yn Ye Ye, Ya

Zla 221 Z37 Z4

Zaw, Zows Zaw, Zaw

Usw, Uaw;, Usw, Usw
Zis, Zys, Z3s, Zss

Uss, Uazs, Uss, Uss

ZNMa ZFM: ZMMa ZBM

Unms Urmy Umm, Usm

Zcs, Zc, Zwr

Ucs, Uce, UwT
Zot, Zat, Zat

Uz, UsT, Ugr

Quantities of lamb and mutton, respectively (HRZ-Merino ewe, Merino lamb farm
sector)

Prices of Y3, Yau

Quantities of lamb and mutton, respectively (WSZ-Merino ewe, non-Merino lamb
farm sector)

Prices of Ya, Yam

Quantities of lamb and mutton, respectively (HRZ-Merino ewe, Merino lamb farm
sector)

Prices of Y51, Ysm

Quantities of lamb and mutton, respectively (PZ-Merino ewe, farm sector)

Prices of Yg., Yem

Quantities of live sheep exports and mutton, respectively (HRZ-Merino wether
and hogget farm sector)

Quantities of live sheep exports and mutton, respectively (WSZ-Merino wether
and hogget farm sector)

Quantities of live sheep exports and mutton, respectively (PZ-Merino wether and
hogget farm sector)

Prices of Y7um, Yam: Yom

Quantities of other inputs to >28, <19, 20-23, and 24-27 micron wool warehouse
sectors, respectively

Prices of other inputs to >28, <19, 20-23, and 24-27 micron wool warehouse
sectors, respectively

Aggregated input indices of >28, <19, 20-23, and 24-27 micron wool warehouse
sectors, respectively

Aggregated output indices of >28, <19, 20-23, and 24-27 micron wool warehouse
sectors, respectively

Quantities of >28, <19, 20-23, and 24-27 micron greasy wool to export shipment
sectors, respectively

Prices of Zyw, Zow, Zaw, Zaw

Quantities of >28, <19, 20-23, and 24-27 micron greasy wool to domestic
scouring sector

Prices of Zys, Zas, Zss, Zas

Quantities of other inputs to >28, <19, 20-23, and 24-27 micron greasy wool
export shipment sectors, respectively

Prices of Zym, Zemy Zum, Zam

Quantities of other inputs to wool scouring, carbonising and topmaking sectors,
respectively

Prices of Zcs, Zcg, Zwt

Quantities of <19, 20-23, and 24-27 micron wool to domestic topmaking sector

Prices of ZZTa Z3T, Z4T
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ZCWy FCW

Ucw, Scw
Fis, Fas, Fas, Fas

S1s, S2sy S35 Sas
ZC! ZT

ZS! FT

FCB! FNS! FFS! FMS! FBS

ScBs, SNs» Skss Sms, Sss

FZT: I:3Ty F34T, FNW

Sa1, S3Ty Sat) SNW

FFT: FMTv FBT: FNE

SFT, SMT, SBT, SNE
Ysi, Ysm

Vs, Vsm

Zg Zip

ULe, ULp

Zyves Zmp

Une, Ump

Y, Ym

VARWAY

ZlLv ZZL

Uz, Uz
Ziw, Zom

Uim, Uzm
QlWi QZWi Q3Wl Q4W

P1ws Paws Paws Paw

QlSa QZSI QSS, Q4S

P1s, P2ss P3s, Pas
Qat, Qar, Qur

Quantities of wool to domestic carbonising and export shipment sectors,
respectively

Prices of Zcw, Fow

Quantities of >28, <19, 20-23, and 24-27 micron scoured wool to export shipment
sectors, respectively

Prices of Fys, Fas, Fas, Fas

Aggregated input indices for domestic scouring and topmaking sectors,
respectively

Aggregated output indices for domestic scouring and topmaking sectors,
respectively

Quantities of other inputs to carbonising, >28, <19, 20-23, and 24-27 micron
scoured wool export shipment sectors, respectively

Prices of Fcg, Fns, Frs, Fms, Fas

Quantities of <19, 20-23, 24-27 micron wool top and noils of wool to export
shipment sectors, respectively

Prices of For, Far, Fat, Faw

Quantities of other inputs to <19, 20-23, and 24-27 micron wool top and noils
export shipment sectors, respectively

Prices of Fer, Fut, Fet, Fae

Quantities of other inputs to lamb and mutton processing sectors, respectively
Prices of Yg, Ysm

Quantities of lamb for the export and domestic marketing sectors, respectively
Prices of Z\ g, Zip

Quantities of mutton for the export and domestic marketing sectors, respectively
Prices of Zye, Zmp

Aggregated input indices for the lamb and mutton processing sectors, respectively
Aggregated output indices for the lamb and mutton processing sectors,
respectively

Quantities of other inputs to the export and domestic lamb marketing sectors,
respectively

Prices of Zy, Z,.

Quantities of other inputs to the export and domestic mutton marketing sectors,
respectively

Prices of Zyy, Zom

Quantities of >28, <19, 20-23, and 24-27 micron export greasy wool, respectively
Prices of Quw, Qaw, Qaw, Qaw

Quantities of >28, <19, 20-23, and 24-27 micron export scoured wool,
respectively

Prices of Q1s, Qas, Qss, Qus
Quantities of <19, 20-23, and 24-27 micron export wool tops, respectively
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P2t, P3t, Par
Qcw: Qnw: Qop

Pcw; Pnwi Por
Qte, Qo

PLe: Puo

Qwe, Qwp
PwmE; Pvp

Qse

Pse

Exogenous Variables

Tx

tx

Nx

Nx

Parameters
My
E(xy)

Mix,y)
€(xy)

O (xy)
Tixy)

k

X

Prices of Qzr, Qsr, Qur

Quantities of export carbonised wool, noils of wool and wool top for domestic
later-stage processing, respectively

Prices of Qcw, Qnw, Qop

Quantities of export and domestic lamb, respectively

Prices of Q.g, Qip

Quantities of export and domestic mutton, respectively

Prices of Qume, Qwmp

Quantity of live sheep exports

Price of Qs

Supply shifter shifting the supply curve of x down vertically due to a cost
reduction in the production of x (x = X1, Xa3, Xa5, Xe1,---,Xa1, Xaws Xo1w, -« -, Xo1w,
YNM! YBM, YMM! YFM, YSLy YSM: ZCS! ZCB: ZWT: ZNM: ZFM! ZMM: ZBM! Z1L| ZZLv
ZlM, ZZM, FCB: I:NSa FFS, FMS: FBS: I:FT, I:MTa I:BT, I:NE)

Amount of shift Ty as a percentage of the price of x (x = X1, Xz3, Xss, Xe1,...,Xo1,
><1Wa XZle---1x91W1 YNMv YBMv YMMa YFM, YSL: YSM: ZCSa ZCBa ZWT: ZNM: ZFMy
ZMM: ZBMa Z1Lr ZZL1 ZlM1 ZZM1 FCB: I:NS: FFS: FMS: FB& FFT: I:MTa FBT1 FNE)

Demand shifter shifting the demand curve of x up vertically due to promotion or
changes in taste (x = Quw,---,Qaw, Qcws Q1s,---,Qas, Qo1y---,Q41, Qnws Qops QLE,
QME1 QSE! QLD! QMDi ZCB! ZWT1 ZNM1 ZFM: ZMM! ZBM’ Zan ZZL1 ZlM1 ZZM1 FC81 FNS!
FFS: FMSv FBS! I:FTx I:MT, I:BTa I:NE)

Amount of shift Ny as a percentage of the price of taste (x = Qw,---,Qaw, Qcw,
QlSa---aQ4Sa QZTa---aQ4Ta QNWv QDP: QLE: QMEa QSEv QLDv QMDy ZCB: ZWTv ZNMv ZFMa
ZMM: ZBMa Z1Lr ZZL1 ZlM1 ZZM1 FCB: I:NS: FFS: FMS: FB& FFT: I:MTa FBT1 FNE)

Demand elasticity of variable x with respect a change in the price of y
Supply elasticity of variable x with respect to a change in the price of y

Constant-output input demand elasticity of input x with respect to a change in
input price y

Constant-input output supply elasticity of output x with respect to a change in
output price y

Allen’s elasticity of input substitution between input x and input y
Allen’s elasticity of product transformation between output x and output y

Cost share of input x (X = Xy, Xaw, Xa1,--:Xo1, Xotws -, Xoaws Y 21w+« Yo1w,
Yoows -« Yoows Yiaws---, Yoaws Yams Yems Y Yems Y- Yol Ysi, Yimy---r You,
YSM: le,...,Z4w, ZlS:---vZ4S, ZCS: ZCB! ZCWy ZWT! ZNM! ZFM: ZMM! ZBM: ZZT:---aZ4Ta
ZlLy ZZL, ZLEy ZLDv Zle ZZMv ZME: ZMD: FlS,---,F4S| FCWv FCB! FNS: I:FSa I:MSa FBS,
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7y

For,....Far, Faw, Fer, Fur, Fer, Fae) where zkxi =1, kai =1,

i=11W i=21,21W
zkxizll zkxizll zkxi=1' zkxizl' zkxizl'
i=31,31W i=41,41W i=51,51W i=61,61W i=71,71W
Dke=1, dkg=1, Dk, =1, ZKy, =1,
i=81,81W i=91,91W i=NM 14w i=FM,21W ...
_ 2k =1, Zky- =1'_ 2K =1, zkyl =1,
i=MM ,22W ..., 92W i=BM 13W ..., i=SL.IL,....6L i=SM IM.,...,
Zka:lv Zkzizl’ szizl! szizlv Zkzizl'
i=NM 1w i=FM ,2W i=MM ,3W i=BM ,4W i=CS,1S,....4S
zkzi:]-’ Zka =1, Zka_l Zkzizl, Zkzi:]-’
i=CB,CW i=WT,2T,..., i=LE 1L i=LD, 2L i=ME,IM
szizl’ szizl’ szi=1’ ZkFizl’ szi=1’
i=MD,2M i=CB,CW i=NS 1S i=FS,25 i=MS,3S
szizll szizll szizl’ ZkFizl’ ZkFizl
i=BS,4S i=FT,2T i=MT,3T i=BT,4T i=NE,NW

Revenue share of output y (y =Yorwsoo, Yorws Yooy eo o Yoous Y13ws .-, Yo3w,
YlLl v 1Y6L1 YlMl v 1Y9M1 Y7E7 e 1Y9E1 ZlW1 ree IZ4W1 2151 ree 12451 ZCW! ZZT1 ree 1Z4T1

Zie, Zios Zmes Zwos Fis, - .Fas, Forye. Far, Faw, Qop) Where Z7Yi =1,

i=13W ,14W 1L, 1M

zy“ =1, Z7Yi =1, 27\“ =1,

i=21W ,22W ,23W 1L, 1M i=31W ,32W ,33W ,3L,3M i=41W 420, 43W ,4L,4M
Z7Yi =1, Z?’Yi =1, Z7Yi =1,
i=51W ,52W,53W ,5L,5M i=61W ,62W,63W ,6L,6M i=71W,72W,73W 7E,7M

27\“ =1, ZVYi =1, 273:1’ ZVZi:ll

i=81W ,82W 83W ,8E ,8M i=91W 92\ ,93W ,9E,OM i=W 15 i=2W 25
272i21' ZVZi:]-v Z7z. =1, ZVZi:]-I

i=3W,35 i=AW 45 i=CW 2T ...4T ,F1S,...F4S i=LE,LD
272i =1, 27F| =1

i=ME,MD =2T,...4T ,NW,QDP

Quantity shares (X = Xj1, Xa1, Xa1, Xs1, Y7e,Yee ,Yoe) Where

Lo = Xy (X oy + X31), oy = X (X5 + Xy1),

L = Xy I(X gy + Xg1), Bus = X (X4 + X)),

Byre =Y I(Y.e +Yge +Yoe ), Byae = Yoe /(Yo +Yee +Yoe ),
Byoe =Yor (Yo + Yo +Yoe)
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3 Input Data and Exogenous Shifts

3.1 Introduction

Estimates of market parameters and base price and quantity values representing
equilibrium in all sectors are required to solve the model outlined in Section 2. Typically
in EDM analysis, average values taken over a five-year period are used to represent the
base equilibrium situation to dampen the impact of seasonal effects or other anomalies
that occur in any particular year. In 2002, Australian woolgrowers began operating in a
free market for the first time in almost thirty years after the last of the 4.7 million-bale
wool stockpile was sold in 2001. Consequently, the base equilibrium values and
associated cost shares used in the model were taken as an average of prices and quantities
for the three-year period 2002-03 to 2004-05 to abstract from any influence that the
accumulated wool stockpile sales may have had on the market prior to 2002.

Wool production refers to shorn wool only and does not include dead and fellmongered
wool or wool on skins. Other by-products such as wool wax, offal and fat are also
excluded from the model for reasons of additional complexity and data collection
difficulties. Non-consideration of by-products may underestimate total revenues and costs
in some industry sectors but in monetary terms these values are likely to be small.’

Section 3.2 provides a brief discussion of the base model equilibrium prices and
quantities for all sheep, sheepmeat and wool products. All meat quantities are expressed
in carcass weight or carcass weight equivalent kilo tonnes and all wool quantities are in
greasy or greasy equivalent kilo tonnes. Sheepmeat prices are in c¢/kg carcass weight and
all wool prices are in c/kg greasy or greasy equivalent.

Section 3.3 provides a discussion of the Marshallian demand and factor supply
elasticities, and the elasticities of input substitution and product transformation used in
the model. The market parameter values, listed in Table 65, were chosen on the basis of
published empirical estimates combined with theoretical and subjective judgements. The
estimated parameters correspond to a medium-run time frame. A transition period of
approximately three to five years is assumed as the time taken for the industry to obtain a
new equilibrium after an exogenous shock to the initial equilibrium.

Solving the displacement model produces price and quantity changes that are used to
estimate the welfare changes to individual industry groups for various investment
scenarios. The exogenous shift variables and relevant hypothetical exogenous change
scenarios are described in Section 3.4. The economic surplus change formulas used in the
displacement model are listed in Table 8 and Table 9.1°

° By-product revenues in the meat industry are only a few per cent of individual sector total revenues
(Griffith, Green and Duff 1991).

10 Zhao et al. (2000) and Zhao et al. (2005) provide detailed derivations of the economic surplus changes
and formulas.
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3.2 Prices and Quantities

Average annual prices and quantities for the three-year period 2002-03 to 2004-05 are
needed as inputs into the EDM. These were sourced from industry and government
agencies. Because of the high degree of industry disaggregation in the model, some data
were unavailable. Details on the composition of the Australian sheep flock, the methods
used and the assumptions made in calculating the disaggregated base quantity and price
data in the EDM are given in Mounter et al. (2007a). The average base equilibrium prices
and quantities used in the EDM are listed in Table 2, as are the cost and revenue shares
for all sectors. For definitions of the variables, refer back to Table 1.

Table 2: Base equilibrium prices, quantities, cost shares and revenue shares

Prices and Quantities Total Value Cost Shares Revenue Shares
Sheep

X;=150.47, w;=0.30 TVy, =45.14

X21 = 65.67, wy = 0.48 TVyo1 = 31.52

X331 =202.36, W3 =0.48  TVys =97.13

X4 =163.03, wys =030  TVy4 =4891

Xs1=440.77, W5 =030  TVxs = 132.23

Xe1 =168.65, Wg; =0.35  TVyxe =59.03

X7, =276.93, wy; = 0.68
Xg1 = 404.06, wg; = 0.80
X1 = 112.21, wg; = 0.90
Farm Sector

TVx71 =188.31
Tngl =323.25
Tngl =100.99

Yiaw = 6.20, Vigw =4.39 TV, = 550.57 Kxi = 0.08, Kxaw = 0.92  yy13w = 0.05, yy1aw = 0.14
Yiaw = 22.81, Vagw = 3.37 Yyi = 0.76, yym = 0.05
Y1 = 120.60, vy = 3.58

Yim = 8.42, Viy = 1.75

Youw =9.99, Vory = 6.63  TVy, = 292.65 Kot = 0.11, Kyorw = 0.89  yvarw = 0.23, yvzow = 0.15
Y 20w = 8.03, Voo = 5.62 Yyaaw = 0.02, yya = 0.54
Yoaw = 1.06, Vogy = 4.51 Yyau = 0.06

Y, =43.95, v, =358

Yom = 9.56, Vo = 1.75

Yauw = 30.77, Varw = 6.63  TVy3 = 472.45 K1 = 0.21, Kyaiw = 0.79  vanw = 0.43, yyaaw = 0.30

Ysow = 24.75, Vo = 5.62
Yssw = 4.93, vaw = 4.51
Ys =17.84, vy = 2.47
Yam = 36.03, vy = 1.75

Yyssw = 0.05, yy3. = 0.09
Yyam = 0.13
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Y arw = 11.31, Vauw = 5.52
Y sow = 25.73, Vapw = 4.93
Yaaw = 1.91, Vagw = 4.39
Yo =93.40, vy = 3.58
Yam =857, Vau = 1.75

Ysw = 30.57, Ve = 5.52
Ysow = 69.58, Vepy = 4.93
Ysaw = 5.16, Vsgw = 4.39
Y5 =52.18, v = 2.47
Yom = 33.24, Ve = 1.75

Yeiw = 4.65, Ve = 5.19
Yoow = 19.04, Voo = 4.48
Yeaw = 2.40, Veaw = 4.20
Yo = 13.74, vg_ = 2.47
Yem = 43.53, Vey = 1.75

Yo = 42.25, Vo = 6.63
Yow = 3751, Voow = 5.62
Yaw = 6.58, Vogw = 4.51
Y7e = 23.55, pse = 3.19
Yom = 34.44, Vo = 1.75

Yeiw = 26.74, Vg = 5.52
Yeow = 68.51, vgoy = 4.93
Yegaw = 4.46, Vgaw = 4.39
Yge = 66.73, psg = 3.19
Yem = 35.90, vgu = 1.75

Yo = 3.06, Vouy = 5.19
Yoow = 13.38, Vopw = 4.48
Yoaw = 1.55, Vgaw = 4.20
Yoe = 1.52, pse = 3.19
Yom = 31.72, Vou = 1.75

Wool Warehouse Sector
Ziw =20.72, upw = 3.73
Z1s=2.09, u;g=2.38

TVY4 =547.03

TVys=719.73

TVve = 229.63

TVY7 =655.99

TVyg = 781.27

TVYg =144.93

TVz1 =82.26

kx41 = 009, kX41W =091

kx51 = 018, kX51W =0.82

kXGl = 026, kX61W =0.74

kx71 = 029, kx71w =0.71

kXSl = 042, kX8lW =0.58

kxgl = 070, kX91W =0.30

ky14W = 093, kYNM =0.07

Yyaw = 0.11, yyaow = 0.23
Yvasw = 0.02, yyq = 0.61
Yyam = 0.03

Yysiw = 0.23, yysow = 0.48
Yysaw = 0.03, yys. = 0.18
Yysm = 0.08

Yyeiw = 0.11, yyeow = 0.37
Yyeaw = 0.04, yye. = 0.15
Yvem = 0.33

Yy7iw = 0.43, yy7ow = 0.32
vy7aw = 0.05, yy7e = 0.11
vyzm = 0.09

Yysiw = 0.19, yvgow = 0.43
Yvsaw = 0.03, yyge = 0.27
Yvam = 0.08

Yyorw = 0.11, yygow = 0.43
Yyoaw = 0.05, yyoe = 0.03
Yyom = 0.38

Yzw = 0.94, yz15 = 0.06
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Zow = 124.67, u,y = 6.63
Zys=34.67, Uys = 5.52

Zaw = 189.46, uzy = 5.65
Z3s=77.57, uzs =4.43

Z4W = 2660, Ugw = 4.63
Z,s=8.19, u,s =4.70

Scouring Sector

Zew = 29.55, Ucy = 3.68
Fis=1.38, 515 =2.68
Fis = 15.14, 555 = 5.78
Fss = 33.71, 535 = 5.30
Fss = 2.98, 545 = 5.09
Z,r=15.84, u;r =5.67
Zst = 20.16, uzr = 5.16
Z4;7=3.76, Uu;s =5.78

Carbonising Sector
Feow = 29.55, scw = 4.36

Topmaking Sector
For = 14.67, s,1 = 6.67
Fsr = 15.70, ss1 = 6.93
Fir=3.17,5,7=7.44
Faw = 6.21, syw = 1.76

Wool Export Sector
QlW =20.72, Piw = 4.03
QZW =124.67, Pow = 6.93

TVz, = 1007.54

TVz3=1414.09

TVz4 = 161.65

TVes = 609.35

TVFCW =128.84

TVer = 241.16

TVQlW =83.50
TVQZW =863.96

Kyz1w = 0.06, Ky = 0.20
Kyarw = 0.06, Kysyw = 0.17
Kysiw = 0.02, Ky7iw = 0.28
Kygiw = 0.15, Kygrw = 0.02
Kyem = 0.04

Yzow = 0.82, Yz2s = 0.18

Ky2ow = 0.03, Kyzow = 0.10
Kysaw = 0.09, Kysow = 0.24
Kysaw = 0.06, Ky7ow = 0.15
Kysaw = 0.24, Kygow = 0.04
kymm = 0.05

Yzaw = 076, Yz3s = 0.24

Ky1aw = 0.17, Kyzqw = 0.05
Kyaaw = 0.14, Kyagw = 0.05
Kysaw = 0.14, Kygaw = 0.06
Kyzaw = 0.18, Kygaw = 0.12
Kyaaw = 0.04, Kygy = 0.05

Yzaw = 0.76, yz45 = 0.24

k213 = 001, kzzs =0.30
kzgs =0.56, kz4s =0.06
kzcg =0.07

vzew = 0.18, yr15 = 0.01
Yros = 0.14, yras = 0.29
Yras = 0.02, yzo1 = 0.15
Yz = 0.17, yz47 = 0.04

kZCW = 084, kZCB =0.16

kZZT = 037, kng =043
kz4'|' = 009, kZWT =0.11

YE2T = 041, YE3T = 0.45
Yrat = 0.10, yenw = 0.04

k21W = 093, kZNM =0.07
kng = 096, kZFM =0.04
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Qaw = 189.46, paw = 5.95
Qaw = 26.60, psw = 4.93
Qcw = 29.55, pcw = 4.66
Q15 =1.38, p1s =2.98
Q25 = 15.54, pys = 6.08
Q35 = 33.71, p3s = 5.60
Qus = 2.98, pss =5.39
Qo1 = 14.67, por = 6.97
Qsr=15.70, p3r = 7.23
Qar=3.17,psr =774
Qnw = 6.21, paw = 2.06

Sheepmeat Processing

Sector
Zg=130.57,u g =4.76
Zip=21114,up=4.76

ZME = 17670, Ume = 2.39
ZMD = 6470, Ump = 2.39

Sheepmeat Marketing

Sectors

Que = 130.57, pie = 4.83
Qup =143.57, p.p = 10.15
Qme = 176.70, pye = 2.45
Qwmpb = 44.00, pmp = 5.22

Live Sheep Exports
Qse = 92.00, pse = 3.19

TVoaw = 1127.29
TVouw = 131.14
TVgew = 137.70
TVois = 4.11
TVas = 92.05
TVqss = 188.78
TVqus = 16.06
TVqar = 102.25
TVqar = 113,51
TVqur = 24.54
TVouw = 12.79

TVz =1626.49

TVzum =437.50

TVoie = 630.65
TVoup = 1457.22
TVoue = 432.92
TVowp = 229.66

TVQSE =293.49

Kzaw = 0.95, kzym = 0.05
Kzaw = 0.94, kzgy = 0.06
Kecw = 0.94, Kecg = 0.06
Kexs = 0.90, Kens = 0.10
Kezs = 0.95, Kers = 0.05
Keas = 0.95, Kews = 0.05
Keas = 0.95, Kegs = 0.05
Keor = 0.96, ker = 0.04
Kear = 0.96, kewr = 0.04
Kear = 0.96, ket = 0.04
Kenw = 0.85, Kene = 0.15

Ky = 0.27, kyz. = 0.10
Kys = 0.03, kys. =0.20
kys. = 0.08, kyg = 0.02
kys. = 0.30

Kyiu = 0.05, Kyoy = 0.03
Kyaw = 0.11, Kyam = 0.02
kysu = 0.09, kygy = 0.13
kyzu = 0.10, Kygy = 0.10
kyoum = 0.10, Kysy = 0.27

kzLe = 0.98, kz;. = 0.02
kzip =0.69, kzp =0.31
kzme = 0.98, kzym = 0.02
kzmp = 0.67, Kzom = 0.33

Yze = 0.38, yz.p = 0.62

vzme = 0.73, yzwp = 0.27

3.3

Market Parameters

Few, if any, empirical estimates are available for many of the elasticities used in the
model. Due to the level of industry disaggregation, numerous parameters had to be
specified using subjective judgement. In this section, each of the market parameters in the
model is discussed and the values chosen for each parameter are listed in Table 6.
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3.3.1 Sheep Supply Elasticities

The supplies of wool, lamb, mutton and live sheep exports are determined by joint-
product relationships. Price elasticities of supply are needed for each of the joint products
to estimate joint-product elasticities of supply of sheep in each zone. Estimates by zone
are preferred due to differences in numerous factors such as climate, topography and
production mix. A comprehensive review of supply response in Australian broadacre
agriculture can be found in Griffith et al. (2001a) but caution is needed with the
interpretation of sheepmeat and wool supply estimates for several reasons. Firstly,
differences in datasets make comparisons difficult and estimates can differ markedly
depending on the methodology implemented or functional form chosen when using
econometric estimation. Possibly more problematic is the fact that almost all published
elasticities were estimated in an era of wool market price stabilisation. As pointed out by
Griffith et al. (2001a), it is possible that price elasticities of supply may be higher in an
unregulated than in a regulated market. Although medium-run elasticity values are used
in the model, the following brief discussions highlight the range of published estimates
over differing time frames for sheepmeat and wool indicating the lack of agreement on
supply response values.

Published estimates of the own-price elasticity of the supply of wool in Australia vary
considerably (Table 3). For example, medium-term estimates range in value from 0.36
(Wicks and Dillon 1978) to 2.02 (Hall and Menz 1985.) Significant variations in
magnitude are also evident in the short-and long-run estimates. Numerous studies have
estimated the supply response of wool according to agricultural zone of origin (e.g.
Wicks and Dillon 1978; Vincent et al. 1980; Wall and Fisher 1987; Johnson et al. 1990;
Kokic et al. 1993; Agbola 1999) with short-run and medium-run estimates ranging in
value from 0.06 to 0.57." Mullen, Alston and Wohlgenant (1989), in a model of the wool
top industry, assumed a medium-to long-run supply elasticity of 1.00 while Sinden et al.
(2004) and Vere et al. (2005) both used medium-term values of 0.90. Similarly, a value
of 0.90 is used to represent the supply response of wool in each of the three zones.

Table 3: Elasticities of the supply of wool in Australia

Length Source Wool Area/Zone

of Run

S Easter and Paris (1983) 0.21 Australia
Wicks and Dillon (1978) 0.35 Australia
McKay et al. (1983) 0.72 Australia
Low and Hinchy (1990) 0.94 Australia
Adams (1987) 0.95 Australia

L Simmons and Ridley (1987) 1.35 Australia
Hall et al. (1988) 2.50 Australia

M Wicks and Dillon (1978) 0.36 Australia
Hall and Menz (1985) 2.02 Australia
Hall et al. (1988) 0.60 Australia

1 A more comprehensive review can be found in Griffith et al. (2001a).
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Estimates of the individual supply responses of lamb and mutton are scarce. Most own-
price elasticity of supply estimates relate to sheepmeat that presumably includes lamb and
mutton. Elasticities of the supply of sheepmeat in Australia are presented in Table 4. Of
the more recent studies that have focused on a medium-run time frame, values estimated
by Kokic et al. (1993) and Piggott et al. (1995) have been price elastic. Sinden et al.
(2004) and Vere et al. (2005) both used a value of 1.38 for the medium-term supply
response of mutton and lamb in Australia. Based on the above review, a value of 1.30 is
considered to be a reasonable estimate for the medium-term sheepmeat supply elasticity.

Table 4: Elasticities of the supply of sheepmeat in Australia

Length Source Sheepmeat Areal/Zone

of Run

S Vincent et al. (1980) 0.11 High rainfall
0.23 Wheat-sheep

Johnson et al. (1990) 0.31 High rainfall

0.37 Wheat-sheep
0.29 Pastoral

L Wall and Fisher (1987) 0.28-0.49 High Rainfall

0.22-0.49 Wheat-sheep
0.39-0.46 Pastoral

Dewbre et al. (1985) 0.60 Australia
Hall et al. (1988) 1.50 Australia
Mullen and Alston (1991) 1.50 Australia
M Dewbre et al. (1985) 0.47 Australia
Hall et al. (1990) 0.30 Australia
Kokic et al. (1993) 2.17 High Rainfall
2.02 Wheat-sheep
1.37 Pastoral
Piggott et al. (1995) 1.40 (lamb) Australia

In such instances where joint products are obtained in approximately fixed proportions
from a basic commodity, Houck (1964) demonstrated the demand price elasticity of the
basic commodity is a weighted harmonic average of the price elasticities of the joint
products.*? The price elasticity of the basic commodity can be computed as follows
(Tomek and Robinson 1995, p.45):

Pw, +P,w,

£y =
1 1
;(lel) +—(P,w,)

1 &

12 As long as elasticities are calculated at the same market level.
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where X is the basic commaodity, ¢; and &, are the price elasticities of the joint products,
P, and P, are the price per unit of the joint products and w;=(X1/X) and w,=(X2/X) are the
fixed yields per unit of the basic commodity.** The weights are the proportions of X’s
average value per unit attributable to the sales of the joint products. Given the price
elasticities of the joint products are constants, the price elasticity of the basic commodity
will vary as the weights vary. In the extreme if Pyw; or P,w, were equal to zero, ex would
equal &; or 1, respectively.

A weighted harmonic average of the supply price elasticities of the joint products wool
and sheepmeat were used to obtain supply elasticity estimates of 1.2 for non-Merino
sheep and 1.0 for Merino sheep. An example of the sheep supply elasticity calculation is
given in Appendix 2.

Compared with the high rainfall and wheat-sheep zones, the pastoral zone supply of
sheep should be less elastic because of greater physical limitations on substitution
possibilities between enterprise mixes. Conversely, the supply of sheep in the wheat-
sheep zone should be more elastic than the other two zones as substitution possibilities in
the enterprise mix are greater. As such, the Merino sheep supply elasticity of 1.0 is used
to represent the supply of Merino sheep in the high rainfall zone and values of 0.8 and 1.2
are assigned to the supplies of sheep in the pastoral and wheat-sheep zones, respectively.

3.3.2 Lamb and Mutton Retail Demand Elasticities

Published estimates of retail demand elasticities for Australian meat products are
reviewed in Griffith et al. (2001b). As was the case for the product supply estimates,
values differ depending on the data period and estimation method chosen. However,
almost all estimates suggest the demand for lamb in Australia over the past 30 years has
been elastic with values ranging from -0.99 (Cashin 1991) to -1.89 (Main et al. 1976).
Vere, Griffith and Bootle (1992) estimated a demand elasticity of -1.50 and this value
was used by Mullen and Alston (1994) in an EDM of the Australian lamb industry. More
recently Vere et al. (2000) estimated per capita demand equations for different meats as
part of a quarterly structural econometric model of the Australian livestock industries.
Consistent with the majority of earlier estimates they found the retail elasticity of demand
for lamb to be elastic with a value of -1.54. A similar value of -1.50 is used in the base
model.

Retail demand elasticity estimates for mutton are few. Using different methods, Main et
al. (1976) estimated values of -1.25 and -1.24 while Dewbre et al. (1985) derived an
estimate of -2.51. Based on a review of published estimates and subjective industry
opinion, a value of -1.40, chosen by Sinden et al. (2004), was considered an appropriate
estimate.

Lamb and mutton are considered substitutes in demand at the retail level in the domestic
market. Cross-price elasticities are required for lamb and mutton though estimates are
scarce. In Dewbre et al. (1985) the cross-price elasticity of demand for lamb with respect
to a change in the price of mutton was estimated as 0.13 and the cross-price elasticity of

3 In this example two joint products are used to illustrate the relationship among the elasticities. The
example can be extended to include n joint products (Houck 1964).
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demand for mutton with respect to a change in the price of lamb was estimated as 0.71.
As would be expected in the case of substitution between the two types of meat, both
estimates were positive with the consumption of mutton shown to be more responsive to
price changes in lamb than vice-versa. Because lamb and mutton are substitutes in
demand, the cross-price elasticities must comply with the symmetry condition™*

Nmp,pLD) = (ALo/Amb)N(QLD PMD)

where A p/Amp = (PLp,Qup)/(Pmp,Qup) = 6.3 is the relative budget share of the two
commodities.’ Using the Dewbre et al. (1985) estimated cross-price elasticity of demand
for lamb with respect to changes in the price of mutton 5oLp pmpy = 0.13, and applying the
symmetry condition, the cross-price elasticity of demand for mutton with respect to
changes in the price of lamb is #7oump,pLpy = (6.3)(0.13) = 0.82.*°

3.3.3 Lamb, Mutton and Live Sheep Export Demand Elasticities

While there have been a few studies on the export demand elasticity for Australian beef,
similar studies for lamb and mutton are limited. Ball and Dewbre (1989) estimated short-
run and long-run export demand elasticity values for lamb of -0.94 and -2.56,
respectively. In an EDM of the Australian beef industry, Zhao et al. (2000) specified
export demand elasticities of -5 for grassfed beef and -2.5 for grainfed beef. The demand
for grainfed beef was expected to be less elastic than grassfed beef demand because of
product specificity and Australia’s supply dominance in one export market, purchasing
around 95 per cent of Australian grainfed beef. Alternatively, Australian grassfed beef is
sold to numerous countries, and changes in the quantity exported are unlikely to
significantly influence export prices. Although Australia only produces about 7 per cent
of the world’s lamb and mutton supply, it is the world’s largest exporter of mutton and
live sheep, and ranks second behind New Zealand in world lamb exports (MLA 2006). Of
the top twenty sheepmeat exporting countries in 2004, Australian exports accounted for
approximately 30 per cent by volume and 25 per cent by value (FAO 2006). Even so, the
range of markets for Australian sheepmeat is extensive and any impact on export prices
arising from changes in Australian export quantities is unlikely to be large.

As opposed to Australian mutton, which is assumed homogeneous in quality with mutton
from other countries in overseas markets, the perceived distinctiveness of Australian lamb
in overseas markets, particularly in the US, implies the export demand for Australian
lamb is less price elastic than the export demand for Australian mutton. Consequently,
values of -2.5 and -5.0 are given to the export demand elasticities for lamb and mutton,
respectively. The export demand for Australian live sheep is also assumed to be less price
elastic than the export demand for Australian mutton. Australian live sheep exports are
predominantly sold in the Middle Eastern markets and are recognised as being free of
serious diseases such as Foot and Mouth Disease (FMD) and Bovine Spongiform
Encephalitis (BSE). A value of -2.0 is used for the export demand elasticity for Australian
live sheep.

 The symmetry condition is discussed in Section 2.4.3.

> Values for P_p,Q.p, Pup and Qup are specified in Table 2.

16 Dewbre et al. (1985) estimated a value 0.71 for the cross-price elasticity of demand for mutton with
respect to changes in the price of lamb.
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3.3.4 Wool Export Demand Elasticities

Demand elasticity estimates for Australian wool are available from a number of studies,
though most are dated with few providing estimates according to wool type. Connolly
(1992) estimated demand elasticities for Australian wool exports to selected destinations
for varying lengths of time. Medium and long-run estimates for the geographically
defined regions ranged in value from -0.75 to -1.58. Beare and Meshios (1990) derived
estimates for combing wools of different fibre diameters. Their results showed demand
becomes more price elastic as fibre diameter increases. They suggested that, compared
with fine yarn production, less restrictive technical specifications in the production of
coarser yarns may allow for greater substitutability among coarser wools. The Beare and
Meshios estimates are reproduced in Table 5.

Table 5: Own price demand elasticities for combing wools

19 micron -1.02 23 micron -1.44
20 micron -1.23 24 micron -1.76
21 micron -1.15 25 micron -2.00
22 micron -1.16 26 micron -1.17°

Source: Beare and Meshios (1990)
® not significant at the five per cent level

Sinden et al. (2004) and Vere et al. (2005) used a value of -1.40 as the demand elasticity
for Australian wool. This estimate falls within the mid-range values of demand
elasticities for the different micron categories estimated by Beare and Meshios. In the
current model, wool is separated by fibre diameter into four categories, <19 micron, 20-
23 micron, 24-27 micron and > 28 micron. The Beare and Meshios estimates in Table 3.4
are used to specify the export demand elasticities for each greasy wool category. The 19
micron estimate of -1.0 is used to represent the <19 micron category and the 20-23
micron category estimate of -1.2 is taken as an average value of the 20, 21, 22 and 23
micron wools. The 24-27 micron estimate of -1.9 is derived as an average of the 24 and
25 micron values. The 26 micron demand elasticity in Table 5 was not significant and
therefore not taken into consideration. Reasoning that demand becomes more price elastic
as fibre diameter increases, a value of -2.0 was used for wool > 28 micron.

Few demand elasticity estimates exist for domestically processed wool exports. Most
studies have observed either the demand for raw wool or retail level demand. The same
values specified for the greasy wool export categories in the model were used as
estimates of export demand elasticities for the corresponding scoured wool export
categories.

Mullen, Alston and Wohlgenant (1989a) estimated a short-run elasticity of demand for
wool top of -0.45 but evidence was inconclusive for a longer adjustment period. Using a
formula for derived demand and reasoning that the demand for wool top could be thought
of as being derived from the demand for clothing, Mullen et al. (1989) discussed the
improbability of the elasticity of demand for wool top exceeding -1.0. The emergence of
China as the biggest wool processing country in the world has been the catalyst for a
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sharp decline in wool processing in Australia. In 2004-05 Australian wool top exports
were a little over 16 kt, down from 52 kt in 2000-01 (ABARE 2006). Current changes in
Australian wool top export quantities are less likely to exert any influence on export
prices than may have been the case in previous years. Medium-run elasticities of demand
for each of the three wool top export categories were given a value of -1.5.

Carbonised wools of all fibre diameter categories are combined into a single export
quantity in the model. For reasons similar to the discussion above, a value of -1.5 was
used to represent the export demand elasticity for carbonised wool. The same parameter
value was assigned to the export demand elasticity for noils of wool that also comprise
differing fibre diameters.

Although the proportion of annual wool production used in later stage processing of wool
in Australia is small, the domestic demand for wool top is included in the model. As per
the export wool top elasticities, a value of -1.5 is assigned to the domestic demand
elasticity for wool top.

3.3.5 Other Factor Supply Elasticities

In each of the sectors within the model, all other production inputs such as capital and
labour are aggregated into one group. Without empirical estimates on elasticities of
supply or detailed information on cost structures for individual industry sectors to allow
further disaggregation of inputs, most studies have assumed these inputs to be non-
specialised and therefore highly elastic in supply (Mullen et al. 1989; Zhao et al. 2000).
One exception is Zhao, Anderson and Wittwer (2003) where inputs into the Australian
wine industry, other than grapes, were disaggregated into capital and mobile factors.
Capital factor inputs were those with relatively inelastic supplies and specific to wine
making such as fixed capital and human capital. These inputs were given values ranging
from 0.4 in the short-run to 2.0 in the long-run. The mobile inputs were considered non-
specific to the wine industry and hence more elastic in supply. This group was assumed to
include factors such as labour and chemicals and were given a value of 5.

Early-stage processing of wool is capital-intensive using highly specialised equipment.
Scouring, carbonising and topmaking all require the use of large-scale machinery offering
processors little opportunity to diversify (AWI 2002). This implies the elasticity value for
aggregate input supply into these sectors would be considerably less than the assumed
value for mobile inputs mentioned above. As such, a value of 1.0 is specified for the
supply of factor inputs into the scouring, carbonising and topmaking sectors.

Non-wool input supplies necessary to conduct handling, wool testing, warehousing and
dumping procedures in the wool warehouse and export shipment sectors are assumed to
be more elastic than non-wool factor supplies in the domestic wool processing sectors.
An aggregate factor supply elasticity of 2.5 is given to each non-wool input group in the
wool warehouse and export shipment sectors.

Other factor inputs used in meat processing and marketing have been assumed relatively
elastic in supply (for example, Mullen, Wohlgenant and Farris 1988; Mullen and Alston
1994; Zhao et al. 2000). Zhao, Anderson and Wittwer (2003) specified a value of 2.0 for
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wine marketing inputs. It seems unlikely that the processing and marketing of lamb and
mutton would rely substantially on highly specialised inputs. Therefore, values of 2.0 are
allocated to the elasticities of aggregated factor supplies into those sectors.

It is also believed that the supplies of ‘other inputs’ into farm production such as capital
and labour are not specialised. For example, labour is viewed as being highly mobile
across different rural and non-rural industries. Recent Australian labour trends lend
credence to this opinion. ABS (2007) reported that Australia’s current unemployment rate
of 4.3 per cent was its lowest level for over thirty years. The low unemployment rate, the
mining boom in Western Australia and a general population shift away from rural areas
over the past decade has seen labour shortages increase in many rural industries and
regions. Values of 3.0 are assumed for the elasticities of supplies of ‘other’ sheep and
wool farm inputs.

3.3.6 Input Substitution Elasticities

In EDM analysis, it has been common practice to measure the degree of substitutability
between inputs using the Allen-Uzawa elasticity of input substitution. A simpler approach
is to assume all inputs are used in fixed proportions, implying zero elasticity of
substitution. Diewert (1981) pointed out the likely existence of input substitution at the
industry level as firms choose to utilise different technologies in response to changes in
relative input prices. Alston and Scobie (1983) discussed how a small degree of input
substitution could have a significant impact on the distribution of research benefits. Even
though the importance of this result is acknowledged in the literature, empirical estimates
of input substitution relating to agricultural industries remain few.

Most studies have viewed substitution between farm and non-farm inputs as limited,
assigning a small value of 0.1 to the substitution elasticity (Mullen, Wohlgenant and
Farris 1998; Mullen, Alston and Wohlgenant 1989; Zhao et al. 2000). In the base model a
value of 0.1 is given to the elasticity of substitution between sheep and other inputs for
each of the sheep enterprises in each agricultural zone.

Mullen, Alston and Wohlgenant (1989) used a value of 0.1 for the elasticity of
substitution between wool and other processing inputs. Elasticities of substitution
between all wool and non-wool inputs in the wool warehouse, export shipment, and
domestic scouring, carbonising and topmaking sectors in the base run were also assigned
values of 0.1.

Information was not available on input substitution elasticities of wool produced by zone.
After estimating a value of 6.5 in a preliminary study, Mullen, Alston and Wohlgenant
(1989) used a value of 5 for the elasticity of substitution between wool from different
countries. In the current model, greasy wool within the same micron category produced
from different enterprises in the same zone is assumed homogeneous in quality. Although
it was not possible from the available data to differentiate wool production by zone
according to other characteristics, fibre diameter has been highlighted as the most
important physical attribute of wool as it closely governs the strength, texture and
spinning capacity of yarns (Quirk 1983). Fibre diameter is recognised as the dominant
determinant of wool prices because it is the only currently measured raw wool fibre
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attribute that has relevance throughout the processing chain to the consumer. Though
important in the early-stage processing of wool, other factors such as yield, strength,
length and point of break, do not affect the wool product beyond the spinning stage (AWI
2004a). Fibre diameter accounts for around 75 to 80 per cent of the value of wool top
(AWI 2006b). A substitution elasticity of 5 is used to represent the homogeneity of
greasy wool in the same diameter category produced from different enterprises in the
same zone."

Substitution possibilities between greasy wool within the same micron category grown in
different zones are expected to be smaller. Differences in climatic conditions and other
factors affect not only the physical attributes of wool, but also the amount of impurities
such as dust and vegetable matter contained in the wool. The substitution elasticities for
the same micron categories of wool produced in different zones are set at 2.

Elasticities are also required for input substitution between different wool types in the
domestic scouring and topmaking processes. Different wool types may be blended or
mixed to ensure end product consistency. Even so, wool with different characteristics is
used to produce different end products and substitution between wool types may be
limited for particular products (Alston and Wohlgenant 1990). Beare and Meshios (1990)
estimated cross-price elasticities for combing wools of different fibre diameters. Their
estimates suggested substitution takes place within a very limited range of fibre
diameters, around four microns. The results are consistent with those of Connolly,
MacAulay and Piggott (1987) who found direct substitution between broadly defined
wool grades was limited. The cross-price elasticities estimated by Beare and Meshios
(1990) indicated that the pair-wise substitution between different fibre diameter
categories declined rapidly as the difference in fibre diameter increased. Thus, 20 micron
wool may be a close substitute for 19 micron wool but 21 micron, 22 micron and 23
micron wools less so. Given the broadly defined fibre diameter categories in the model,
input substitution between categories is deemed to be limited. A small value of 0.1 is
specified for the input substitution elasticities between greasy wool categories and
scoured wool categories for the scouring and topmaking processes, respectively.

There are no empirical estimates of the degree of substitution between lamb and
processing inputs in producing lamb for retail consumption. As previously mentioned, a
small value of 0.1 has been assumed for input substitution elasticities between farm and
non-farm inputs in most agricultural EDM studies. In US beef processing, Mullen,
Wohlgenant and Farris (1988) estimated a minimum value of 0.1 for the elasticity of
substitution between cattle and processing inputs. Mullen and Alston (1994) assumed an
elasticity of substitution between lamb and processing inputs of 0.1. Likewise, input
substitution elasticities between lamb and ‘other inputs’ in the processing and marketing
sectors are given a value of 0.1. The same value is given to the substitution elasticities
between mutton and ‘other inputs’ in the processing and marketing sectors.

In the model, prime lamb production from non-Merino ewes and first-cross lamb
production from Merino ewes in the high rainfall and wheat-sheep zones are assumed
homogeneous in quality. As with wool, the elasticities of substitution between
homogeneous lamb types are set at 5. Elasticities of substitution between Merino lambs

7 Little difference in the results was found when the substitution elasticity was changed from 5 to 20.
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produced in all three zones are also set at 5, as meat quality differences are assumed
negligible. Less substitutability is assumed between non-Merino and Merino lamb. In
terms of eating quality, Merino lamb is perceived as inferior to other breeds. Carcasses
tend to be less muscled and the meat is prone to having low levels of glycogen leading to
increased incidence of dark cutting meat (Pethick 2005). A value of 2 is assigned to the
substitution elasticities between Merino and non-Merino lamb. The elasticities of
substitution between mutton produced from different sheep enterprises and zones are
given a value of 5, as the differences in meat quality attributes are assumed to be small.

3.3.7 Product Transformation Elasticities

The elasticity of product transformation is a measure of the responsiveness of the product
mix ratio to changes in the marginal rate of transformation (MRT) (Powell and Gruen
1968). Thus, it provides a measure of the possibility of changing the product mix for
given inputs. Elasticities of product transformation are needed for all multi-output sectors
in the model. Each of the non-Merino and Merino ewe enterprises produce wool, lamb
and mutton while the dry sheep enterprises, comprising wethers and hoggets, produce
wool, mutton and live sheep exports.*®

Few empirical estimates of this parameter are available with respect to broadacre
agricultural industries. Vincent, Dixon and Powell (1980) estimated product
transformation elasticities for broadly defined Australian agricultural products for the
three agricultural zones. Values ranged from -0.04 to -2.13. Product transformation
elasticities in the ORANI/Monash model (Dixon, Parmenter, Sutton and Vincent 1997)
were given values of -2.

Wool quality characteristics are strongly influenced by nutrition and feed supply (AWI
2006a). Therefore, some degree of product transformation with respect to the fibre
diameter of wool produced is possible in the short run. However, over a longer time
frame selective breeding practices can assist in altering the micron profile of the national
flock considerably. For example, in 2000-01 approximately 17.8 per cent of the national
wool clip was < 19 microns in fibre diameter. By 2004-05 this figure had risen to 32.4 per
cent (AWTA 2007). In the EDM, the extent of transformation is expected to be moderate
as the categories of wool are specified over a range of microns. Product transformation
elasticities are set at -0.5 between the < 19 micron and 20-23 micron categories, -0.25
between the 20-23 micron and 24-27 micron categories, and -0.25 between the 24-27
micron and > 28-micron categories.

The elasticity of product transformation between wool and lamb is set at -0.2. The effects
of pregnancy on wool growth have been well documented (for example, Corbett 1979;
Donnelly, Morley and McKinney 1983; Masters, Stewart and Connell 1993) with reduced
fleece weight estimates of up to 20 per cent reported in some instances. At an aggregate
industry level, alterations in the composition of the national sheep flock over time result
in changes in the product output mix. In recent years, decreased wool production and

'8 Mutton can be considered as a by-product in wool and lamb-producing enterprises. Hence, product
transformation possibilities between wool and mutton and between lamb and mutton are assumed to be
Zero.
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increased lamb production have arisen from an increased proportion of ewes and
decreased proportion of wethers in the national flock (Martin et al. 2004).

The product transformation elasticity between mutton and live sheep exports is given a
value of -1.8 indicating production can easily be varied according to the relative prices of
each.

Once sold at auction, greasy wool is either exported or used in the domestic processing
sector. Product transformation elasticities for greasy wool in the same micron categories
are set at -2 to reflect the ease of transfer between the export and domestic processing
sectors for similar wool types.*

The first stage of wool processing is scouring whereby the wool is washed to remove dirt,
grease and suint (sweat). Scoured wool that is not exported at this stage undergoes further
processing in either the carbonising or topmaking sectors. Carbonising is primarily used
for treating wools with high vegetable matter content that are subsequently processed in
the woollen system. Combing wools, destined for processing in the worsted system,
comprise around 80 per cent of Australia’s wool production (AWI 2006b). Wools of this
type enter the topmaking process. Under the assumption that the majority of scoured wool
exports are also wools of this type, there are limited possibilities of increasing scoured
wool destined for carbonising at the expense of either scoured wool exports or scoured
wool inputs to topmaking. Product transformation elasticities between scoured wool for
carbonising and other scoured wool types are assumed to be zero. It is expected that
transformation possibilities between broadly defined grades of scoured wool would be
small and hence the transformation elasticities are set at -0.1.

In topmaking, wool is formed into a sliver of parallel fibres through a process of combing
to remove any noils. The majority of wool top is exported with a small amount retained
domestically for later-stage processing into yarn. Product transformation elasticities
between broadly defined grades of export wool top are set at -0.1. Following industry
advice, Verikios (2007) set product transformation elasticities for the worsted top
industries to zero as the top and noil output mix is considered unresponsive to relative
prices. Likewise, product transformation elasticities between wool top and noil in the
model are given zero values.

The range of markets for Australian sheepmeat is extensive, with many varying product
specifications. In most cases, lambs are sold as domestic trade lambs or export lambs.
Regional conditions and factors such as soil type and fertility, season and pasture quantity
and quality contribute in determining the production of each type of lamb. Export lambs
are leaner and heavier weighing 22 kg plus with fat scores of 2 and 3. Trade lambs
typically weigh 17 kg to 22 kg with 2 and 3 fat scores though, due to increased demand
for trim lamb, major retailers also buy ‘heavy trade’ lambs up to 28 kg carcass weight
(Department of Primary Industries Victoria 2005). Hence, it is possible to alter the
product mix in response to changes in domestic and export lamb prices. Mounter, Griffith
and Piggott (2005) specified a product transformation value of -0.5 between export and

1% There was no change in the distribution of benefits when this value was changed from -2 to -5 and only
minor changes were found when set to zero.
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domestic pork carcass. The product transformation elasticity between export and
domestic lamb carcass for the processing sector is also set at -0.5. Most mutton exports
are in frozen carcass or bone-in cut form. Differences in attributes between export and
domestic mutton carcass are assumed to be considerably less than differences between
export and domestic lamb carcass as much of the mutton in the domestic market
constitute an ingredient for small goods manufacturing (Sheepmeat Council of Australia
1998). A value of -1.0 is given to the product transformation elasticity between export
and domestic mutton carcass.

Each of the assumed market elasticity values used in the EDM is reported in Table 6.
Definitions of the parameters are listed in Table 1.

Table 6: Medium term market elasticity values

Sheep Supply:

Other Factor

Supply:
Farm

Enterprises:

Wool
Warehouse:

Wool Scouring:

Wool
Carbonising:

Wool
Topmaking:

Wool Export:

Lamb & Mutton
Processing:

Lamb & Mutton
Marketing:

Input
Substitution

Farm
Enterprises:

Wool
Warehouse:

€(X1,W1)=1.2
E(X71,W71) =1

E(X1W, Wiw) =3

E(X51W, W51W) =3
€(X91W, W91W) = 3

E(YNM, VNM) = 2.5

€(zcs, ucs) =1

€(zcB,ucB) =1

E(ZWT, UWT) =1

€(ZNM, UNM) = 2.5
€(FCB, SCB)=2.5
E(FBS, SBS) =25
E(FNE, SNE)=2.5

€(YSL, vsL) =2

€(z1L,UiL) =2

O(X1, X1W) = 0.1
O(X51, X51W) = 0.1
O(X91, X91W) = 0.1

O(Y14W, YNM) = 0.1
O(Y21W, Y61W) =2
O(Y21w, YFM) =0.1
O(Y31W, Y71W) =5

€(x23,W23)=1
€(x81, ws1)=1.2

E(x21w, W21w) = 3
E(X61W, WBIW) =3

E(YBM, VBM) =25

E(ZFM, UFM) =25
E(FNS, SNS)=2.5
E(FFT,SFT)=25

E(YSM, VSM) = 2

E€z2L,u2L)=2

G(X21, X21W) = 0.1
O(X61, X61W) = 0.1

O(Y21W, Y31W) =5
O(Y21W, Y71W) =5
O(Y31W, Y41W) =2
O(Y31W, Y81W) =2

€(X45, W45) = 1.2
€(X91, W91)=0.8

€(X31W, W31W) = 3
E(X71W, W71W) = 3

E(YMM, VMM) = 2.5

E€(ZMM, UMM) = 2.5
E(FFS, SFS) =25
E(FMT, SMT) =25

E€(ZiM, UIM) =2

O(X31, X31W) = 0.1
O(X71, X71W) = 0.1

O(Y21W, Y41W) =2
O(Y21W, Y81W) =2
O(Y31W, Y51W) =2
O(Y31W, Y91W) =2

€(x61, W61) = 0.8

E(X41W, W41W) = 3
€(X81W, W81W) = 3

E(YFM, VFM) = 2.5

€(zBM, UBM) =25
E(FMS, SMS) = 2.5
E(FBT,SBT)=25

€(zam, u2m) =2

O(X41, X41W) = 0.1
G(X81, X81W) = 0.1

O(Y21W, Y51W) =2
O(Y21W, Y91W) = 2
O(Y31W, Y61W) =2
O(Y31W, YFM) = 0.1
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Wool Scouring:

Wool
Carbonising:

Wool
Topmaking:

Wool Export:

Lamb & Mutton
Processing:

O(Y41W, Y51W) =5
O(Y41W, Y91W) =2
O(Y51W, Y81W) =5
O(Y61W, Y81W) =2
O(Y71W, Y91W) = 2
O(Y91W, YFM) = 0.1
O(Y22W, Y62W) =2
G(Y22wW, YMM) = 0.1
O(Y32W, Y72W) =5
O(Y42W, Y52W) = 5
O(Y42W, Y92W) =2
O(Y52W, Y82W) =5
O(Y62W, Y82W) =2
O(Y72W, YO2W) = 2
O(Y92w, YMM) =0.1
O(Y13W, Y53W) =2
O(Y13W, Y93W) =2
G(Y23W, Y53W) =2
O(Y23W, Y93W) =2
O(Y33W, Y63W) =2
O(Y33w, YBM)=0.1
O(Y43W, Y83W) =5
O(Y53W, Y73W) =2
O(Y63W, Y73W) =2
O(Y73W, Y83W) =2
(Y83W, YBM) = 0.1

O(z1s,225)=0.1
G(z28,235)=0.1
G(z3s,2zCS)=0.1

G(zcw, zCB) =0.1

O(z2T,23T)=0.1
G(z3T,ZWT)=0.1

G(z1w, ZNM) =0.1
O(FCW, FCB) =0.1
O(F4S,FBS) = 0.1

O(FNW, FNE) = 0.1

O(Y1L, Y2L) =5
O(Y1L, Y6L) =2
O(Y2L, Y5L) =2
O(Y3L, Y5L)=5
O(Y4L, Y6L) =2
O(Y6L, YSL) =0.1
O(Y1M, Y5M) = 5
O(Y1M, YOM) =5

O(Y41W, Y61W) = 2
O(Y41W, YFM) =0.1
O(Y51W, Y91W) = 2
O(Y61W, Y91W) =5
O(Y71W, YFM) = 0.1
O(Y22W, Y32W) =5
O(Y22W, Y72W) =5
O(Y32W, Y42W) = 2
O(Y32W, Y82W) = 2
O(Y42W, Y62W) = 2
O(Y42wW, YMM) =0.1
O(Y52W, Y92W) = 2
O(Y62W, Y92W) =5
O(Y72W, YMM) = 0.1
O(Y13W, Y23W) =2
O(Y13W, Y63W) =2
O(Y13W, YBM) =2
O(Y23W, Y63W) =2
G(Y23W, YBM) = 0.1
O(Y33W, Y73W) =5
O(Y43W, Y53W) =5
O(Y43W, Y93W) = 2
O(Y53W, Y83W) =5
O(Y63W, Y83W) =2
G(Y73W, Y93W) =2
O(Y93W, YBM) =0.1

G(z1s,238)=0.1
O(z2s,248)=0.1
O(z4s,2CS)=0.1

O(z2T,z4T)=0.1
G(z4T,ZWT)=0.1

G(z2w, ZFM) = 0.1
O(F1S, FNS) = 0.1
O(F2T, FFT)=0.1

O(Y1L, Y3L) =2
O(Yi1L, YSL)=0.1
O(Y2L, Y6L) =2
O(Y3L, Y6L)=5
O(Y4L, YSL)=0.1
O(Y1M, Y2M) =5
O(Y1M, Y6M) =5
O(Y1M, YSM) = 0.1

O(Y41W, Y71IW) =2
O(Y51W, YB61W) =2
O(Y51W, YFM) = 0.1
O(Y61W, YFM) = 0.1
O(Y81W, Y91W) =2
O(Y22W, Y42W) = 2
O(Y22W, Y82W) = 2
O(Y32W, Y52W) = 2
O(Y32W, Y92W) =2
O(Y42W, Y72W) = 2
O(Y52W, Y62W) = 2
O(Y52W, YMM) = 0.1
O(Y62W, YMM) = 0.1
O(Y82W, Y92W) = 2
O(Y13W, Y33W) =2
O(Y13W, Y73W) =2
O(Y23W, Y33W) =5
O(Y23W, Y73W) =5
O(Y33W, Y43W) =2
O(Y33W, Y83W) =2
O(Y43W, Y63W) =2
O(Y43W, YBM) = 0.1
O(Y53W, Y93W) =2
O(Y63W, Y93W) =5
O(Y73W, YBM) =0.1

O(z1s, 24S)=0.1
G(z2s,2CS)=0.1

G(z2T,ZWT)=0.1

G(z3w, ZMM) = 0.1
O(F2s, FFS) =0.1
O(F3T, FMT) = 0.1

O(Y1L, Y4L) =5
O(Y2L, Y3L) =2
O(Y2L, YSL) =0.1
O(Y3L, YSL)=0.1
O(Y5L, Y6L) =5
O(Y1M, Y3M) =5
O(Y1M, Y7TM) =5
O(Y2M, Y3M) = 0.1

O(Y41W, Y81W) =5
O(Y51W, Y71W) = 2
O(Y61W, Y71W) =2
O(Y71W, Y81W) = 2
O(Y81w, YFM) =0.1
G(Y22W, Y52W) = 2
O(Y22W, Y92W) = 2
O(Y32W, Y62W) = 2
O(Y32w, YMM) =0.1
O(Y42W, Y82W) =5
O(Y52W, Y72W) = 2
O(YB2W, Y72W) = 2
O(Y72W, Y82W) = 2
G(Y82w, YMM) = 0.1
O(Y13W, Y43W) =2
O(Y13W, Y83W) =2
O(Y13W, Y43W) =2
G(Y23W, Y83W) =2
O(Y33W, Y53W) =2
G(Y33W, Y93W) =2
O(Y43W, Y73W) =2
G(Y53W, Y63W) =2
O(Y53W, YBM) =0.1
O(Y63W, YBM) =0.1
O(Y83W, Y93W) =2

G(z1s,z2CS)=0.1
G(z3s, z4S)=0.1

G(z3T,z4T)=0.1

G(z4wW, ZBM) = 0.1
O(F3S, FMS) = 0.1
O(F4T,FBT) =0.1

O(Y1L, Y5L) =2
O(Y2L, Y4L) =5
O(Y3L, Y4L) =2
O(YA4L, Y5L) =5
O(Y5L, YSL) =0.1
O(Y1M, Y4M) =5
O(Y1M, Y8M) =5
O(Y2M, Y4M) =5
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Lamb & Mutton
Marketing:

Product

Transformation

Farm
Enterprises:

Wool
Warehouse:

Wool Scouring:

Wool
Topmaking:

O(Y2M, Y5M) =5
O(Y2M, YOM) = 5
O(Y3M, Y6M) =5
O(Y3M, YSM) =0.1
O(Y4M, Y8M) =5
O(Y5M, Y7M) = 5
O(Y6M, Y7TM) =5
O(Y7M, Y8M) = 5
O(Y8M, YSM) = 0.1

O(ZLE, Zz1L)=0.1

T(Y13W, Y14W)= -0.25
T(Y14W, YIM) = 0
T(Y21W, Y2L)=-0.2
T(Y22W, Y2M) =0
T(Y31W, Y32W) =-0.5
T(Y32W, Y33W)=-0.25
T(Y33W, Y3M) =0
T(Y41W, Y4L) =-0.2
T(Y42W, Y4AM) =0
T(Y51W, Y52W) =-0.5
T(Y52W, Y53W)= -0.25
T(Y53W, Y5M) =0
T(Y61W, Y6L) =-0.2
T(Y62W, Y6M) = 0
T(Y71W, Y72W)=-0.5
T(Y72W, Y73W)= -0.25
T(Y73W, Y7TM) =0
T(Y81W, Y8E) =0
T(vs2w, Y8M) =0
T(Y91W, Y92W) =-0.5
T(Y92W, Y93W)= -0.25
T(Y93W, YOM) =0

T(z1w, 718) = -2

T(F1S, F2S) =-0.1
T(F1S, 22T) =-0.1
T(F2S, F4S) =-0.1
T(F2S, Z4T) =-0.1
T(F3S, Z3T) =-2

T(F4S, 23T) =-0.1
T(z2T,z4T)=-0.1

T(F2T,F3T) =-0.1
T(F2T, QDP) = -2
T(F4T, QDP) = -2

O(Y2M, Y6M) =5
G(Y2M, YSM) =0.1
O(Y3M, Y7TM) =5
O(Y4M, Y5M) =5
O(Y4M, YOM) =5
O(Y5M, Y8M) =5
O(Y6M, Y8M) =5
O(Y7M, YOM) =5
G(Y9IM, YSM) = 0.1

O(zLD, z2L)=0.1

T(Y13W, Y1L)=-0.2
T(Y1L, YIM) =0
T(Y21W, Y2M) =0
T(Y23W, Y2L) =-0.2
T(Y31W, Y33W) =0
T(Y32W, Y3L)=-0.2
T(Y3L, Y3M) =0
T(Y41W, Y4AM) =0
T(Y43W, Y4L)=-0.2
T(Y51W, Y53W) =0
T(Y52W, Y5L)=-0.2
T(Y5L, Y5M) =0
T(Y61W, Y6M) =0
T(Y63W, Y6L) =-0.2
T(Y71W, Y73W)=0
T(Y72W, YTE)=0
T(Y7E, YTM)=-1.8
T(Y81W, Y8M) =0
T(Y83wW, Y8E) =0
T(Y91W, Y93W) =0
T(Y92W, Y9E)=0
T(Y9E, YOM) =- 1.8

T(z2w, Z2S) = -2

T(F1S, F3S) =-0.1
T(F1S, Z3T) =-0.1
T(F2S,ZCW) =0
T(F3S, F4S) =-0.1
T(F3S, z4T)=-0.1
T(F4s, Z4T) = -2
T(z3T,ZCW) =0

T(F2T, FAT) =-0.1
T(F3T,FNW) =0
T(FNW, QDP) =-0.1

O(Y2M, Y7TM) =5
O(Y3M, Y4M) = 5
O(Y3M, Y8M) =5
O(Y4M, Y6M) = 5
O(Y4M, YSM) = 0.1
O(Y5M, YOM) = 5
O(Y6M, YOM) =5
O(Y7M, YSM) =0

O(ZME, Z1M) = 0.1

T(Y13W, YIM) =0
T(Y21W, Y22W) =-0.5
T(Y22W, Y23W)=-0.25
T(Y23W, Y2M) =0
T(Y31W, Y3L)=-0.2
T(Y32W, Y3M)=0
T(Y41W, Y42W) =-0.5
T(Y42W, Y43W)= -0.25
T(Y43W, YAM) =0
T(Y51W, Y5L) =-0.2
T(Y52W, Y5M)=0
T(Y61W, Y62W) =-0.5
T(Y62W, Y63W)=-0.25
T(Y63W, Y6M) =0
T(Y71W, Y7E)=0
T(Y72W, YTM)= 0
T(Y81W, Y82W) =-0.5
T(Y82W, Y83W)= -0.25
T(Y83w, Y8M) =0
T(Y91W, Y9E) =0
T(Y92W, YOM)=0

T(Z3W, Z3S) = -2

T(F1S, F4S) =-0.1
T(F1S, Z4T)=-0.1
T(F2S, z2T) = -2
T(F3S, ZCW) =0
T(F4S, ZCW) =-0.1
T(z2T,zCW) =0
T(z3T,z4T)=-0.1

T(F3T, F4T) =-0.1
T(F3T, QDP) = -2

O(Y2M, Y8M) =5
G(Y3M, Y5M) =5
O(Y3M, YOM) =5
O(Y4M, Y7TM) =5
O(Y5M, Y6M) =5
O(Y5M, YSM) =0.1
O(Y6M, YSM) = 0.1
G(Y8M, YOM) = 5

G(zMD, Z2M) = 0.1

T(Y14W, Y1L) =-0.2
T(Y21W, Y23W) =0
T(Y22W, Y2L) =-0.2
T(Y2L, Y2M) =0
T(Y31W, Y3M) =0
T(Y33W, Y3L)=-0.2
T(Y41W, Y43W) =0
T(Y42W, Y4L)=-0.2
T(Y4L, YAM) =0
T(Y51W, Y5M) = 0
T(Y53W, Y5L)=-0.2
T(Y61W, YB63W) =0
T(Y62W, Y6L)=-0.2
T(Y6L, Y6M) =0
T(Y71W, Y7TM)=0
T(Y73W, Y7E)=0
T(Y81W, Y83W) =0
T(Y82W, Y8E)=0
T(Y8E, YIM)=-18
T(Y91W, YOM) = 0
T(Y93W, Y9E)=0

T(Z4W, Z4S) = -2

T(F1S,ZCW) =0

T(F2S, F3S) =-0.1
T(F2S, 23T)=-0.1
T(F3S, 22T) =-0.1
T(F4s, 22T)=-0.1
T(Z2T,Z3T)=-0.1
T(z4T,ZCW) =0

T(F2T, FNW) =0
T(FAT, FNW) =0
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Lamb & T(ZLE, ZLD) = -0.5 T(ZME, ZMD) = -1

Mutton:
Export NQLW, PLW) = -2 N@Q2w, P2w) = -1 N@Q3W, P3W)=-1.2  T(Q4W, PAW) =-1.9
_\[X/%rgﬁnd NQW, Pew)=-15  T(QLS, P18) = -2 N(@2s, P2s) = -1 N(Q3s, P3s) =-12
' M(Q4s, P4S) = -1.9 N@Q2T, P2T)=-15 M(Q3T, P3T) =-1.5 T(Q4T, PAT) =-1.5
N(QNW, PNW) =-1.5
Lamb & TN(QLE, PLE) = -2.5 N(QME, PME) = -5 M(QSE, PSE) = -2
Mutton:
Domestic
Demand _
Wool- N(QDP, PDP) =-1.5
Lamb & N@QLD,PLD)=-15  M(QMD,PMD)=-14  T(QLD,PMD)=013  T|(QMD, PLD) = 0.82
Mutton:

3.4 Exogenous Shift VVariables and Selected Scenarios

The model contains 42 exogenous supply shift variables and 19 exogenous demand shift
variables. The supply shift variables represent the impacts of alternative research
scenarios in various industry sectors and the demand shift variables represent successful
promotion investment scenarios in different markets. Due to the size of the model, there
are a large number of possible alternative investment scenarios. Consequently, the
evaluation and comparison of alternative hypothetical investments in the sheepmeat and
wool industries are limited to two scenarios. The first scenario examines a 1 per cent
reduction in per unit costs of production resulting from a new technology and the second
scenario evaluates a 1 per cent increase in consumers’ willingness to pay. The costs
involved to bring about the same 1 per cent shift in each of the scenarios are not taken
into consideration.

Scenario 1 relates to a 1 per cent cost reduction in the production of lamb and is modelled
as a vertical, parallel downward shift of the relevant supply curve. In each of the ewe
enterprises in the model, lamb and wool are produced jointly by sharing a number of
common inputs. Under the assumptions specified in Section 2.3.1, the total cost of inputs
for each individual sector is equal to the total revenue of its outputs.?’ The cost of the
sheep input was subtracted from the total value of output to derive the production cost of
the other inputs group. An average per kg lamb production cost estimate for 2002-03 to
2004-05 of $2.68, obtained from the Holmes Sackett and Associates benchmarking
database (D. Lee, Holmes Sackett and Associates per. comm. 2006), was multiplied by
the volume of lamb production to obtain the cost of lamb production for each ewe
enterprise. The cost of other inputs into wool production for each ewe enterprise was
calculated as the difference between the cost of lamb production and the total cost of the
other inputs group. The percentage shift in the supply of other inputs corresponding to a 1
per cent cost reduction in producing lamb was estimated as 1 per cent of the cost of lamb
production divided by the total cost of the other inputs group. The following example

% The assumptions imply that the Australian sheep and wool industries are perfectly competitive. In all
sectors, prices are assumed to equal marginal costs.

64



demonstrates the calculation of the percentage shift required for the non-Merino sheep
enterprise in Scenario 1.

Sheep input cost (TVx1) = $45.14 m

Total output value (TVy1) = $550.47 m

Other inputs cost (TVxiw) = TVv1 — TVx; = $505.43 m

Lamb production cost (TVy1) = Y1 * $2.68 = 120.60 kt * $2.68 = $323.21 m
1 per cent reduction in TVyy = $3.23 m

Required percentage shift (txiw) = TVviL / TVxaw = $3.232 / $505.43*100 = 0.639 per
cent.

Scenario 2 simulates an increase in the ‘willingness to pay’ by export consumers of
Australian greasy wool due to promotion or changes in taste in the overseas market. The
exogenous change is modelled as a 1 per cent vertical, parallel upward shift of the
relevant demand curve.

The two hypothetical scenarios are presented in Table 7. The t() represent the size of the
downward vertical shift of supply curve x as a percentage of the price of x. The n(,
represent the size of the upward vertical shift of demand curve x as a percentage of the
price of x.

Table 7: Selected hypothetical scenarios

Scenario 1: Lamb Production Research

taw = '000639, tyorw = '000451, tX31W = '000127, txaiw = '000503, tX51W = '000237, tXGlW = '000216,
rest t()= 0, Ny = 0.

Cost reduction in lamb production resulting from any farm technology that reduces the cost of producing
lambs. The technology applies to all non-Merino and Merino lambs produced for slaughter in all three

agricultural zones.
Scenario 2: Greasy Wool Export Promotion
nQ1W = 001, nQZW = 001, nQ3W = 001, nQ4W = 001, rest t() = 0, n() =0.

Increase in the ‘willingness to pay’ by export consumers of greasy wool due to promotion or changes in

taste in the overseas market.

The EDM approach calculates changes in producer and consumer welfare using
economic surplus measures. The economic surplus change formulas used in the
displacement model are listed in Table 8 and Table 9.
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Table 8: Surplus change formulas for industry groups

Factor Producer Surplus changes

Sheep and Wool Producers

APS,, =w,® X, “ (Ew, —t,,)A+0.5EX,)

APS =Wy @ Xy @ (EWyy —tyyy A+ 0.5EX )
APS, 5 = Wzs(l)xzs(l) (Ew,, —ty,5)(L+0.5EX ;)

APS o = Wogy ™ X @ (EW,py —tyone )L+ 0.5EX 5y )
APSy 3y = Wayy @ X @ (BEwgyy =ty )A+0.5EX,,,)
APS, 45 = W45(1)X45(1)(EW45 —1y,5)(A+0.5EX ;)
APS i = Wy ™ X g @ (EW,pyy —ty s JA+0.5EX )
APS sy = Wayy @ X s @ (BEwgyy =ty )A+0.5EX,,,)
APS ¢ = Wsl(l) X61(1) (Ewg, =ty )+ 0.5EX,)
APS o = Weny @ X oa © (EWgyy —tyean JL+0.5EX )
APS,.. =w,, "X Y (Ew,, —t,,,)(1+0.5EX,,)
APanw = Wy w X71w @ (EW71W - tx 7w )(1+ 0.5EX 71w)
APS g = W, X g (EWgy —t 1)L+ 0.5EX )

APS g = Wepy (l) X ® (Ewgyy —tygm )@+ 0.5EX,,, )
APS o =Wy, X o, (Ewy, —ty o, )1+ 0.5EX )

APS oy = Wany X oy ™ (EWggyy — tyone )L+ 0.5EX gy, )

Wool Warehouse Sector

APSym = Vim (1)YNM ® (EVuw =ty )A+0.5EY )
APSygy =Vey (1)YFM ® (EVey —tyen )@+ 0.5EY )
APSyym = Vi (l)YMM @ (Evyy —tyum )YA+0.5EY,,,)
APSygy =V (1)YBM @ (Evgy —tyen )@+ 0.5EY,,,)

Domestic Wool Processors

APS,cs = ucs(l)zcs w (Bue —t,0)1+0.5EZ )
AF)SZCB = uCB(l)ZCB(l)(EuCB _tZCB)(1+ OSEZCB)
APS = Uy P Zyr P (BUyy —toyr JA+0.5EZ,;)

Wool Exporters

APS ;= Uy (l)ZNM @ (Buyy —t,uw)@+0.5EZ,)
APS = Upgy (l)ZFM @ (EUgy — ;e )A+0.5EZ ;)
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APS sy = Uy (l)ZMM w (EUy —tam )JA+0.5EZ,)
APS oy = Ugy P Z g P (Eug,, —t,ey )A+0.5EZ,,,)
APS s = ScgFep ™ (EScg —tres )4+ 0.5EF ;)
APS ¢ = SysF @ (ESys —teys A+ 0.5EF, )
APS ¢ =5 PF Y (Esg —ter )1+ 0.5EF,)
APS s = Sys 7 Fyps @ (ESyys —teys )AL+ 0.5EF, <)
APS o = S5 Fo @ (Esg —trgs )1+ 0.5EF )
APS . =5 YF. O (Es. —t. )(1+0.5EF,,)
APS r = Syr O Fyr  (ESyr —teyr JA+0.5EF,,)
APSFBT = SBT(l) FBT(l)(ESBT _tFBT )(1+0-5EFBT)
APS e =5V Fye” (ESye —teye A+ 0.5EF.)

Sheepmeat Processors

APS =vg OY @ (Evg —ty )1+0.5EY, )
APSygm = Vg (l)YSM @ (Evgy —tysu )X+0.5EY,)

Sheepmeat Exporters

APS;, = U1|_(1)Zl|_(l) (Eu, —t,, )A+0.5EZ,))
APS ;1 = Uy (l)zm @ (Euy,, —t,,,,)1+0.5EZ,,,)

Domestic Sheepmeat Retailers

APS,, =u, "z, ®(Eu, -t,, )A+0.5EZ, )
APS;,y = U,y (l)ZZM @ (Eu,,, —t,,,,)A+0.5EZ,,)

Export Consumer Surplus Changes

Export Greasy Wool Consumers

ACSquy = P Qus” (N — EPyy )L+ 0.5EQy, )

ACS o = Paw " Qan " (Ngaw — Py )L+ 0.5EQ,, )
ACSqay = Paw" Qaw " (Noaw — EPgy )(A+0.5EQy, )
ACSoa = Paw " Qaw” (Ngaw — EPay )L +0.5EQ,, )

Export Semi-processed Wool Consumers

ACSgen = Pew Qe (Nocw — EPey )@+ 0.5EQq, )
ACSys = Pis les(l) (ans - Ep,s)1+0.5EQ,)
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ACS 35 = Pas " Qys " (Ngps — EPys )(L+0.5EQ,s)
ACS 35 = Pas Qs (Ngas — EPys )L+ 0.5EQy)
ACS 45 = Pas " Qus " (Ngas — EPys )L+ 0.5EQ,q)
ACSquy = P Quw " (Ngnw = Py )L+ 0.5EQy,)
ACS oy = Por Q¥ (Ngsr — EP,r )L+ 0.5EQ,,)
ACS 5 = Par Qs ¥ (Ngsr — EPyr )AL+ 0.5EQ;; )
ACSoir = Pur " Qur ¥ (Ngur — EP4r )L+ 0.5EQ,,)

Export Sheepmeat Consumers

ACSQLE = pLE(l)QLE(l)(nQLE - EpLE)(1+O'5EQLE)
ACSQME = pME(l)QME(l)(nQME —Epye )@+ 0.5EQy,)
ACS e = pSE(l)QSE(l) (nQSE — Epg )1+0.5EQ; )

Domestic Consumer Surplus Changes

Domestic Sheepmeat Consumers

ACSQD = pLD(l)QLD(l)(nQLD - EpLD)(1+ O'5EQLD) +
pMD(l)QMD(l) (nQMD - Epyp)(@+0.5EQ,,)

Domestic Semi-processed Wool Consumers

ACS e = pDP(l)QDP(l) (nQDP —Eppp)@+0.5EQ,,)
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Table 9: Total surplus change formulas

Scenario 1

Scenario 2

ATS oy =Wy, X Pty @+ 0.5EX )
ATS o = Wony ™ Xouy Pty ny L+ 0.5EX )
ATS s = —Way DX 3w (l)tlew (1+0.5EX 3y )
ATS s g = Wy X gy Pty a 1+ 0.5EX )
ATS s = —Wayy DX 51w (l)tx51w (1+0.5EX 5 )
ATSy e = ~Wew DX 61w (l)tx o (1+0.5EX gy, )
ATS,, s =Y APS,

i=X1IW-X 61W

ATS gy = Pu " Quy PNy L+ 0.5EQ,, )
ATS gaw = Paw " Qo "Ny L+ 0.5EQ,, )
ATS ooy = Paw szw @ Noaw (1+0.5EQ,, )
ATSQ4W = Paw (1)Q4w (1)nQ4W 1+ 0'5EQ4W )
ATS, =D APS,

i=QIW -Q4W

Source: Zhao et al. (2000)
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4 Results

4.1 Introduction

The economic surplus changes for each of the hypothetical scenarios listed in Table 7 are
presented in this chapter. Based on the 2002-03 to 2004-05 data specified in Table 2, and
the market parameter values specified in Table 6, each scenario is simulated individually
in the equilibrium displacement model. In Scenario 1, the exogenous change representing
a 1 per cent reduction in the cost per unit of production from a new technology is
modelled as a parallel downward shift in supply. A parallel upward shift in demand in
Scenario 2 represents a 1 per cent increase in consumers’ willingness to pay. From the
resulting price and quantity percentage changes, the total economic surplus changes and
their distribution among various industry sectors are estimated for each scenario using the
formulas from Tables 8 and 9.

Zhao, Mullen and Griffith (1997, p.1250) demonstrated the conditions under which EDM
results are exact. Their results showed that when these conditions are not met in empirical
applications, the errors are small for a small parallel initial shift. In EDM analysis when
information on actual shift sizes is unknown, 1 per cent shifts are typically simulated in
the demand or supply curves in the relevant market. However, shifts in the order of 10 per
cent can still be considered small in measuring the displacement effects of finite changes
in exogenous variables (Piggott 1992).

An important point to note is that comparative static models, such as EDMs, compare two
equilibrium situations, before and after a change. They do not consider the time path of
responses to new technologies or promotions before a new equilibrium is reached.
Therefore, potential annual returns estimated from the model assume immediate and full
adoption of new technologies or promotions, after the markets regain equilibrium.?

Analyses and discussion of the two hypothetical scenarios are provided in Section 4.2 to
assist in the explanation of output generated from the model and the adjustment to a new
equilibrium after the initial displacement from an exogenous shock. The economic
surplus changes in millions of dollars and the percentage shares of the total surplus
changes accruing to the various industry sectors for the two scenarios are listed in Table
10. In Section 4.3, the two hypothetical scenarios are compared allowing for inferences
relevant to policy and decision-making to be drawn from the results. Some general
comments and qualifications regarding the results are also provided

4.2 Analysis of Selected Scenarios

Quantities of sheep in each enterprise within the model are specified in kt carcass weight.
Therefore, any discussion involving percentage increases or decreases in sheep numbers
or quantities refer to percentage increases or decreases in the total kt carcass weight
volume of those enterprises. As there are 295 endogenous variables in the model,

2! Evaluation of investments requires consideration of benefit and cost flows over time. Once known,
additional information such as investment costs, investment efficiency and adoption profiles can enable
complete benefit-cost analyses to be undertaken.
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reporting the individual percentage changes in prices and quantities for each of the
scenarios is a tedious task. For this reason, only the directions of the changes are noted in
the following discussions and the actual percentage changes are not listed. In response to
the 1 per cent exogenous supply or demand curve shifts in the various scenarios, price
and guantity changes range in magnitude from 0.01 per cent to 0.84 per cent.

4.2.1 Lamb Production Research: Scenario 1

In this scenario, any new technology that successfully reduces the cost of prime lamb
production by 1 per cent is simulated. This corresponds to downward shifts of the supply
curves for inputs into lamb production (Xiw and Xaow — Xew) in each of the lamb-
producing enterprises.?

As a result of the new technology the supply curves of lambs produced from each
enterprise are shifted down. These upward sloping supply curves intersect with
downward sloping lamb demand curves to result in new equilibrium positions, increasing
the quantities of lamb produced (Y1.-Ye.) and decreasing the sale yard price of lamb. The
reduced cost of lamb production also shifts down the supply curves of all lamb products
in downstream sectors, decreasing prices and increasing quantities demanded of
wholesale lamb carcass (Z.p and Z,g) and domestic and export lamb products (Q.p and

QLe).

The lower domestic retail price of lamb increases the domestic quantity of lamb
demanded (Q.p) and decreases the domestic demand for mutton (Qmp). The domestic
retail mutton price falls, as does the quantity of mutton supplied in the domestic market.
Overall, the domestic retail price of lamb declines and consumption of lamb in the
domestic market increases. In the export markets, the supply curves for lamb (Q.g) and
mutton (Qme) are shifted down, decreasing the export lamb and mutton prices and
increasing the quantities of lamb and mutton exports demanded.

Increased consumption of lamb shifts up the derived demand curves for live lamb (Y-
Ye.) and lamb carcasses (Z.p and Z.g) while substitution effects among lambs from
different enterprises and zones within the model also shift the demand and supply curves
for live lambs (Y1.-Ys.). Results indicate that downward supply shifts dominate with
increased quantities of lamb and decreased prices in these markets.

The demand curves for other inputs into the lamb processing and marketing sectors (Ys,
Zy and Z;) are shifted up due to the increased consumption of lamb. Conversely, as a
consequence of lower lamb and lamb carcass input prices, substitution possibilities
between lamb and other inputs decrease the demand for other inputs. However, as small
values are assumed for substitution elasticities between lamb and other inputs in the
model, the increase in demand from increased consumption outweighs the decrease in
demand due to the substitution effects. Hence, the demand for other inputs increases but
by less than would be the case under the assumption of fixed input proportions (Zhao
1999, p.146). The quantities of other inputs supplied (Ys., Z1. and Z), and their prices,
increase. There are also increases in the derived demands for breeding ewes following the

22 Not all input supply functions would necessarily have to move downward. An overall 1 per cent cost
reduction might also be achieved by downward shifts of selected supply functions by more than 1 per cent.
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upward shifts in demand for lambs. The percentage increases in the quantity of non-
Merino ewes supplied (X;) and the quantities supplied of Merino ewes joined to non-
Merino rams (Xz; and Xj;) are larger than the percentage increases in the quantities
supplied of Merino ewes joined to Merino rams (Xs1, Xs; and Xg;). With the increases in
ewe numbers there are associated increases in the supply of wool and the supply of
mutton from these enterprises.

Due to the substitution possibilities in the model among enterprises and zones, wool and
mutton production from the dry sheep enterprises decreases in response to the increased
profitability of lamb production, relative to wool production. The quantities of wool and
mutton supplied from the dry sheep enterprises fall and there is also a small reduction in
the quantity supplied of live sheep exports. The demand curves for wethers and hoggets
in each agricultural zone (X71, Xg1 and Xo;) are also shifted down, as are the demand
curves of other inputs into these enterprises. Prices and quantities of other inputs supplied
in these markets are reduced.

Given the increases in numbers of ewes there is an overall increase in the quantity of
mutton produced. As mentioned above, mutton destined for the export market increases
while there is a slight decrease in mutton delivered to the domestic market.
Corresponding to the increase in the supply of export mutton is an increase in demand for
other inputs into export marketing of mutton, increasing the price and quantity supplied
of inputs in that sector. There is a decrease in demand for other inputs in the domestic
mutton-marketing sector, decreasing the price and quantity supplied of those inputs.

Shorn wool production in all four micron categories increases, resulting in downward
shifts in supply in the greasy wool export markets. Greasy wool export prices fall and the
quantities demanded of all greasy wool exports (Qaw, Qaw, Qswand Qiw) increase.

Small supply increases are also recorded for all four categories of wool used in early-
stage domestic processing (Zis, Zzs, Zzs and Zss) with reductions in price accompanied by
increased quantities demanded. The increases in the supplies of greasy wool increase the
demand for other inputs in the export wool shipment sectors and the domestic wool
scouring, carbonising and topmaking sectors. Prices and quantities supplied increase in
each of these sectors. Corresponding with small downward movements in export prices
there are increased quantities demanded of all domestically processed wool (Qcw, Qis-

Qas, Qnw and Q21-Q47).

The changes in economic surplus for Scenario 1 are listed in Table 10. Under the
assumption of immediate and full industry-wide adoption of the new technology by lamb
producers, the potential total annual economic surplus gains from a 1 per cent reduction
in lamb production costs are estimated as $9.23 million. Lamb-producing enterprises gain
$2.59 million but, of this amount, $0.40 million is generated at the expense of the dry
sheep enterprises where levels of production are reduced. Hence, overall, sheep and wool
producers receive around one quarter of the total benefits.

Domestic consumers benefit from a lower retail price for lamb, receiving a little under
one third of the total benefits. Overseas consumers gain a similar amount, with
approximately two thirds attributed to purchasers of greasy and processed wool and one
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third accruing to overseas consumers of Australian lamb and mutton. Domestic
sheepmeat processors (abattoirs) and retailers (butchers and supermarkets) share 13 per
cent of the additional surplus with the remaining 1 per cent distributed throughout the
other industry sectors.

4.2.2 Greasy Wool Export Promotion: Scenario 2

Export market promotion of greasy wool is simulated as a 1 per cent parallel upward shift
in the export demand curves for greasy wool (Qiw, Q2w, Qsw and Qaw). The increased
demands and higher prices increase the derived demands upstream for greasy wool and
sheep. In all enterprises, increased quantities of sheep supplied generate higher levels of
wool production. The supply curves for greasy wool are shifted down, as are the supply
curves for wool in the downstream markets. However, the upward demand curve shifts in
the greasy wool export markets are greater than the downward supply curve shifts.
Consequently, greasy wool export prices and greasy wool export quantities increase.

Also on the supply side there is a decrease in the supply of greasy wool used in the
domestic wool-processing sector in response to the higher greasy wool prices in the
export markets. The transformation possibilities in the base model reflect the ease of
transferring wool between the two markets. The supply curves for wool in the
downstream wool-processing sectors and markets are also shifted up, increasing
processed wool export prices and leading to reductions in the quantities of processed
wool exports demanded.

Higher prices and increases in the quantities of other inputs supplied into the wool-
warehousing sector are associated with upward shifts in the derived demand curves in
those markets. Likewise, increases in the derived demands for other inputs into the greasy
wool export shipment sectors deliver higher prices and quantities supplied of those
inputs. The decrease in the supply of wool to the domestic wool processing sectors leads
to downward shifts in the derived demand curves for other inputs in those sectors causing
prices and quantities supplied of those inputs to fall.

As a result of higher sheep numbers there are increases in the supply of lamb and mutton.
An increase in the supply of export lamb reduces the lamb export price and increases the
quantity of lamb exports demanded. The quantity of mutton exports demanded increase
following a reduction in the export mutton price from an increase in the supply of mutton.
After a new equilibrium is reached in the domestic market, there is fall in price and an
increase in the quantity of lamb demanded. The quantity of mutton demanded in the
domestic market increases and the domestic retail mutton price falls.

Whereas domestic consumers were the recipients of a substantial share of total returns in
the domestic lamb promotion scenario, successful export promotion of greasy wool
provides overseas consumers with the largest share of benefits. Sheep and wool producers
receive a one-third share of the gains with domestic consumers benefiting little.
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Table 10: Economic surplus changes ($ million) and distribution of total surplus

changes (%) to various industry sectors

Scenario 1 Scenario 2
Producers $m % $m %
APSyx; 0.91 9.85 | 0.22 1.00
APSx5; 0.30 3.28 | 0.27 1.23
APSya1 014 148|105 476
APSya1 066  7.16|040  1.82
APSys1 046 498|145 655
APSye1 012 125[035 156
APSyx71 -0.15 -163 | 1.69 7.64
APSyg; -0.20 -2.17 | 1.60 7.26
APSxq; -0.05 -049 | 0.31 1.44
Subtotal: APSy 219 2372|736 33.28
Wool
Warehouse/Brokers
APSyw 0.04 041021 0.94
Wool Processors
APSzy 0.05 0.55 | -0.09 -0.43
Wool Exporters
APSzwe 0.05 0.51 ] 0.25 111
Sheepmeat Processors
APSys 0.71 7.64 | 0.52 2.36
Sheepmeat Exporters
APSz; 0.02 0.21 | 0.03 0.12
Domestic Sheepmeat
Retailers
APSz, 0.51 551 | 0.27 1.22
Overseas Consumers
ACSqcew 154 16.70 | 11.23 50.77
ACSopw 036  3.92|-067 -3.05
ACSqe 0.90 9.70 | 0.39 1.76
ACSque 0.08 091 ] 0.35 1.57
ACSqse -0.06 -0.60 | 0.61 2.79
Subtotal: ACSqe 2.83 30.63 | 1191 5384
Domestic Consumers
ACSqp 285 30.82 | 1.67 7.56
Total Surplus 923 100 (2211 100
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4.3 Comparison of Economic Surplus Changes
4.3.1 Distribution of Welfare Gains: Scenario 1

In general, as overseas demand for Australian lamb is more elastic than domestic
demand, surplus gains for domestic consumers should be considerably larger than those
received by overseas consumers. Although domestic consumers are the main
beneficiaries in Scenario 1, the proportion of total benefits collected by overseas
consumers is also significant. Due to the joint nature of wool and lamb production, the
supply of wool increases in conjunction with increased lamb production, leading to an
expansion in the supply of wool exports. Purchasers of Australian greasy and processed
wool are the recipients of 67.0 per cent of the additional surplus gained by overseas
consumers, highlighting the importance of accounting for joint-product relationships in
the analyses.

Sheep and wool producers receive a little less than one quarter of the total benefits in
Scenario 1. Taking into consideration that the dry sheep enterprises experience negative
surplus changes in response to the lamb industry research investment, lamb-producing
enterprises actually receive 28.0 per cent of the total returns. The fact that it is possible
for some enterprises to experience a loss of surplus in response to alternative investments
reinforces the argument for the inclusion of the multiple components of the sheep and
wool industries in the analyses.

Other industry sectors to benefit are the domestic sheepmeat processing and retail sectors,
each obtaining moderate gains, while the benefit shares received by the wool
warehouse/brokerage, domestic wool processing, wool export and sheepmeat export
sectors are all negligible.

4.3.2 Distribution of Welfare Gains: Scenario 2

As the majority of Australian wool is exported in greasy or semi-processed form,
overseas consumers gain the majority share of the total returns from export promotion of
greasy wool in Scenario 2. Buyers of greasy or semi-processed wool acquire upwards of
85 per cent of the benefits going abroad. Domestic consumers receive a much smaller
share of the total benefits from the wool-related investment. As the supply of wool
increases in response to the promotion investment, the supply of lamb also increases. The
additional surplus gains received by domestic consumers are mainly the outcome of lower
retail prices for lamb resulting from an increase in the supply of lamb.

Unlike the lamb-specific investment where some of the additional surplus gains accruing
to lamb-producing enterprises are transferred from the dry sheep enterprises, the wool-
specific investment delivers gains to all sheep enterprises in the model. Approximately
one third of the total returns to the industry are captured by sheep and wool producers.

Given the transformation possibilities in the model, domestic wool processors suffer a
small loss from successful promotion of greasy wool exports. In each of the other
industry sectors the total benefit shares received are less than 3 per cent. Price-elastic
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supplies of inputs and small value added to products restrict the total benefit shares in
these sectors.”®

4.3.3 General Comments about the Results

A number of qualifications need to be stated. The results are derived from hypothetical 1
per cent exogenous shifts in the relevant sector demand or supply curves. The costs
involved in implementing the equal 1 per cent shifts are not taken into consideration.
Therefore, the size of the market in which the shift occurs governs the size of the total
welfare change.? In other words, a 1 per cent shift in a market with high gross revenue
will provide larger total returns than a 1 per cent shift in a market with low gross revenue.
As such, comparison of the monetary returns from different scenarios can only be made
under the assumption that the investment costs required to implement the equal demand
or supply curve shifts are the same in each sector. To demonstrate, if the monetary
investments in lamb production research and greasy wool promotion were identical
(equal $ investment induces equal % shift) sheep and wool producers, as a whole, would
prefer greasy wool promotion ($7.36 million) to lamb production research ($2.19
million). For sheep and wool producers to be indifferent as to where the funds are
directed, investment in lamb production research would need to be approximately 236 per
cent more efficient in generating benefits than investment in greasy wool promotion
(7.36/2.19 = 3.36). In other words, the size of the percentage shift necessary to generate
the same returns to producers from lamb production research, as from a 1 per cent
increase in the demand for export greasy wool, would be 3.36 per cent. Similarly, the size
of the percentage shift necessary to generate the same total returns from lamb production
research, as from a 1 per cent increase in the ‘willingness to pay’ by overseas purchasers
of Australian greasy wool, would be 2.40 per cent ($22.11m/$9.23m = 2.40).

In terms of monetary gains, which investment scenario should be preferred over another
depends on the costs required to shift the demand or supply curves in the relevant market.
Hence, as already discussed, the rankings among alternative scenarios are only
comparable under the assumption of equal investment efficiency. However, even without
knowledge of the investment costs, the distributions of total benefits among industry
sectors from alternative scenarios are directly comparable. The same amount of money
invested in different industry sectors may result in demand or supply shifts of unequal
size but the distribution of total benefits among industry sectors for a particular scenario
is independent of the magnitude of the initial shift (Zhao 1999, p160). For example, the
producers’ share of the total benefits from lamb production research (23.7 per cent in
Scenario 1) is the same irrespective of the size of the percentage reduction in the cost of
producing lamb. Therefore, a ranking of scenarios based on total benefit shares is valid
regardless of information on the costs involved in bringing about the 1 per cent shifts in
demand or supply.

A more detailed comparison of these and other sheep industry investment scenarios is
given in Mounter et al. (2007Db).

2 With relatively elastic supply the changes in producer surplus are smaller than with inelastic supply as
the changes in price are smaller.

2* |ssues of efficiency and the consideration of investment costs have received attention in previous studies
including Lemieux and Wohlgenant (1989), Scobie, Mullen and Alston (1991), Mullen and Cox (1995) and
Cox, Mullen and Hu (1997).
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5 Conclusions, Limitations and Areas for Further Research

5.1 Review and Conclusions of the Study

The Australian sheep and wool industries are characterised by significant cross-
commodity relationships. Economic evaluations of research and promotion investments
undertaken in the industries should account for any indirect benefits and costs arising
from spill-over and feedback effects between the industries. However, industry models to
date have largely failed to consider cross-product relationships with related industries.
Australian sheep and wool producers make significant contributions to research and
promotion via compulsory levies on wool and livestock sales. Ignoring indirect effects
may have important policy implications for ways in which investment funds are collected
and distributed.

The Australian sheep and wool industries have undergone considerable structural change
in recent years, but despite higher prices received for lamb and mutton production,
Australian sheep producers’ terms of trade have continued to fall. The lower profitability,
reflected by the declining terms of trade, can be alleviated by the adoption of new
technologies that lead to industry gains in productivity. Domestic or export promotions
that successfully increase demand also deliver increased industry returns, but whether
levy funds should be directed to R&D or promotion, and to which industry sector or
market, has always been a contentious issue. Knowing the potential size and distribution
of returns from alternative research and promotion investments across different sectors is
a valuable aid in assisting decisions of resource allocations.

An equilibrium displacement model, developed in this Report, is capable of providing
such assistance to the Australian sheep and wool industries. Included in the model are the
multiple components of the Australian sheep and wool industries, which allows for more
realistic representation of the industries’ structure, improving the accuracy of economic
analysis. The industries are horizontally disaggregated, by agricultural zone, into Merino
sheep and non-Merino sheep enterprises producing wool, lamb, mutton and sheep for live
export. Vertical disaggregation of the wool industry includes the warehousing, export and
Australian early-stage wool processing sectors. Vertical disaggregation of the sheepmeat
industry consists of processing and marketing sectors. The extent of industry
disaggregation in the model not only enables the distribution of potential benefits among
the various industry sectors to be estimated, but it also allows for the evaluation of
investments specific to one commaodity or agricultural zone. This has particular relevance
to R&D investments where adoption of new technologies may be constrained by region.

The model was specified as a system of demand and supply equations in general
functional form. Base prices and quantities were used to define an initial equilibrium and
the impact of any exogenous changes to the system, such as new technologies or
promotion campaigns, were modelled as shifts in demand or supply from that initial
equilibrium. The changes in market prices and quantities enabled changes in producer
and consumer surpluses to be calculated as measures of welfare changes in each of the
various industry sectors. The base equilibrium values used in the model are representative
of average annual prices and quantities for the three-year period 2002-03 to 2004-05. The
responsiveness of producers and consumers to changes in market prices were simulated
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using market elasticities. Many of these values had to be specified using subjective
judgments as empirical estimates were often scarce or non-existent. The model of the
Australian sheep and wool industries consists of 295 endogenous variables and 61
exogenous variables. In the interest of brevity, the number of hypothetical investment
simulations was limited to one research and one promotion scenario. In each instance, 1
per cent exogenous parallel shifts in the relevant market demand or supply curves were
modelled.

5.2 Comparison of the Investment Scenarios

In terms of absolute monetary gains, the results, summarised in Table 10, indicated that
the largest total returns of the two hypothetical scenarios were from greasy wool
promotion (Scenario 2). This is because gross revenues in those markets are the largest in
the model and, without knowledge of investment costs, the size of the market in which
the 1 per cent shift occurs governs the size of the total welfare change. Therefore, the
comparison of the monetary returns from the different scenarios can only be made under
the assumption of equal investment efficiency. That is, the investment costs required to
implement the equal demand or supply curve shifts are the same in each sector.

However, as discussed in Section 4.3.3, even without information on the costs involved in
bringing about the 1 per cent shifts in demand or supply, the distributions of total benefits
among industry sectors from alternative scenarios are comparable. The main gains from
the lamb-specific scenario accrue to domestic consumers (30.8 per cent). However,
overseas consumers also receive a substantial share of the total benefits (30.6 per cent). In
conjunction with increased lamb production there is an increase in the supply of wool that
delivers benefits to overseas purchasers of Australian wool in the form of lower prices.
The results emphasise the importance of accounting for joint-product relationships in the
analyses. Australian sheep and wool producers receive 23.7 per cent of the returns while
domestic sheepmeat processors and retailers also gain significant shares (7.6 per cent and
5.5 per cent, respectively).

Scenario 2 relates to a hypothetical wool promotion investment. The majority of the
returns accrue to overseas consumers (53.8 per cent), as the bulk of Australian wool is
exported. Domestic consumers receive a much smaller share of the total benefits (7.5 per
cent) than those gained in the lamb-specific investment scenario, mostly as a result of
lower retail prices from an increase in the supply of lamb. Sheep and wool producers gain
one third of the total returns (33.3 per cent) while gains to each of the other industry
sectors are minimal.

5.3 Limitations and Further Research
5.3.1 Partial Equilibrium Analysis

The EDM specified in this study only captures the partial equilibrium effects within the
Australian sheep and wool industries. The ceteris paribus assumption (holding everything
else constant) applies to all other market prices and quantities of goods and services not
included in the model. Therefore, any feedback or spillover effects to and from other
industries are not accounted for in the analysis. In Australia, sheep and wool production
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competes with other grazing and cropping enterprises. The relative profitability of each
determines the enterprise mix on Australian broadacre farms. Sheep and wool products
are also substitutes in demand with products from other industries. For example, meats
such as beef, pork and chicken are considered substitutes for lamb in consumption, while
wool competes with synthetic and other fibre types in apparel markets. New technologies
or promotions in the sheep and wool industries will impact on other related industries,
and new technologies or promotions in other industries will impact on the sheep and wool
industries. In fact, promotions or adoption of new technologies are likely to occur in
related industries at the same time, or occur as a response to innovation or promotion in
another industry.

A more general equilibrium model of the economy would enable the inclusion of other
industries and their interactions with the Australian sheep and wool industries, but the
additional data and resources required to develop such a complex model are beyond the
scope of this study. As noted by Alston et al. (1995, p.80), computable general
equilibrium (CGE) models have been developed but the agricultural sectors in such
models are usually much more aggregated than is desirable for agricultural research
evaluation and priority setting.”® In addition to the economy-wide impacts, spillover
effects to other countries are not considered in the EDM for reasons mentioned above.
However, spillover effects among Australia’s three agricultural zones can be
accommodated in the model.?°

A more economy-wide EDM poses additional considerations. Additional complications
are associated with economic surplus calculations in EDM when more than two sources
of equilibrium feedback exist in the analysis. The inclusion of more industries in the
model would make the estimation of welfare changes difficult. Analytical approaches for
measuring the impacts of technical changes and promotions involving the explicit
specification of profit and expenditure functions have been used by Martin and Alston
(1994) and Alston, Chalfant and Piggott (1999) to examine the interaction between
industries. Zhao’s (1999, p.230) suggestion of a two-stage approach using both
frameworks, to incorporate the interactions between the sheep and wool industry and
other industries into the analyses, might be a logical next step towards a more complete
evaluation procedure.

5.3.2 Market Structure Assumptions

Previous studies (for example, Huang and Sexton 1996; Alston, Sexton and Zhang 1996)
have indicated that the magnitude and distribution of benefits from imperfectly
competitive market structures differ from those derived under perfect competition. The
results in this study are based on the assumption that the Australian sheep and wool
industries are perfectly competitive. In all sectors, prices are assumed to equal marginal
costs.

% One such CGE model of the Australian economy is ORANI. See Dixon et al. (1997). An EDM of
Australian broadacre agriculture is currently being developed under an ARC Linkage Project by Associate
Professor Xueyan Zhao and Professor Keith McLaren of Monash University.

% |t is possible to estimate international spillover effects using a model such as DREAM but the evaluations

are restricted to single commaodity analysis. Also, the distributions of welfare changes among industry
sectors cannot be estimated using DREAM.
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A number of studies have examined market behaviour in the Australian sheep and wool
industries. Empirical results by Zhao, Griffith and Mullen (1996) show that the Australian
lamb industry exhibited competitive pricing patterns in the domestic market. A further
study by Griffith (2000) determined that all Australian domestic meat markets were
competitive. In analysing the structure of the wool-buying industry, Hansen and Simmons
(1995) found evidence that, rather than displaying the characteristics of a monopoly, the
industry structure was more a type of “price leadership with a few dominant firms
competing with a number of smaller firms”. Simmons and Hansen (2003) added that
under-pricing by large firms was unlikely to occur due to the competition from smaller
firms. Thus, perfectly competitive behaviour in the Australian sheep and wool industries
seems a plausible assumption, though one perhaps less important than initially thought.
Wohlgenant and Piggott (2003) examined the relative importance of market power (in the
output market) on the distribution of gains from promotion and research on producers.
Contrary to earlier studies, they found little difference in the results between market
power and perfect competition.

5.3.3 Comparative Static Analysis

The EDM approach used in this study is a comparative static approach in that two
equilibriums positions are compared, before and after a change. In reality, time lags exist
between the commencement of research, full adoption and eventual disadoption of a
technology. Likewise, adjustment periods are associated with promotion investments.
Because of its comparative static nature, the EDM approach ignores the path of
adjustment from an initial equilibrium position to a new equilibrium position. As such,
the shifts in the demand or supply curves representing the impacts of new technologies or
promotions are assumed to be instantaneous and the annual flows of benefits are
indicative of the returns assuming full adoption and complete market adjustment. In this
study, a medium-run time frame is assumed for the industry to adjust to a new
equilibrium after an exogenous shock. The estimated welfare gains are the annual
benefits generated after the new equilibrium has been obtained.

Typically, the flow of benefits begins once the adoption phase commences and gradually
increases over time until full adoption is reached. Conversely, the majority of the
investments costs are usually incurred early in the research and development phase. Just,
Hueth and Schmitz (1982) demonstrated the correct measurement of welfare changes for
the years after the initial exogenous shock and prior to the attainment of a new
equilibrium. The benefits during the adjustment period can be simulated in EDM through
repeated applications using elasticity values representing different variable lengths of run
(Piggott 1992). Although this circumvents the static nature of the model to some degree,
the procedure is less than ideal. Incorporating dynamic responses into EDM analyses is
an area of further empirical work.

5.3.4 Additional Qualifications

A few other qualifications need to be kept in mind. The focus of the EDM is on the
welfare impacts within the Australian sheep and wool industries and the more general
equilibrium interactions with other industries are excluded from the analyses. Similarly,
any environmental or social impacts are unaccounted for in the welfare measurements.

80



An additional area of research relates to exogenous factor supplies. In each industry
sector in the model, inputs other than the wool or sheepmeat products are classified as an
aggregate group. Elasticity estimates for each input group are specified according to the
perceived responsiveness of input factors in that group to changes in their own price. The
supply of factor inputs in some industry sectors is more elastic than in other sectors, the
determination of which is governed by assumptions about the mobility or specialisation
of the factors in each industry sector. For example, the wool-processing sector is capital-
intensive, requiring highly specialised equipment. Therefore, the own-price elasticity of
supply for those inputs is less elastic than the own-price elasticity of supply for inputs in
the sheepmeat-processing sector where more labour is utilised. Zhao et al. (2003)
separated inputs in the winemaking industry into capital and mobile factors. Similar
extensions to this model could be made with detailed information on the cost structures of
each industry sector.

The potential annual benefits to the Australian sheep and wool industries were estimated
for two hypothetical investment scenarios, but monetary comparisons among investments
can only be made under assumptions of equal investment efficiency. For complete
analysis, information on the costs of alternative investments is also needed. An entire
evaluation procedure can be constructed by using other modelling methods in
combination with EDM (Alston et al. 1995). The amounts of the initial shifts in demand
or supply can be estimated using econometric or mathematical programming models (e.g.
Griffith et al. 1995) while net present values and benefit-cost ratios can be calculated
using spreadsheet benefit-cost analysis or software packages such as DREAM (Griffith et
al. 2007).

5.4 Final Comments

The model developed in this study provides a consistent framework to estimate and
compare the potential impacts from new technologies, generic promotions and other
industry changes. Due to the extent of industry disaggregation, not present in previous
models, it also allows for identification of the potential benefits accruing to the various
industry sectors and groups. Although needing numerous prices and quantities as inputs,
the model is not overtaxing on data requirements, as are econometric models. It can be
updated with relative ease, as most of the necessary price and quantity data are readily
available from government departments and industry organisations. The model is
applicable for use in ex ante evaluations, as a means of assisting decisions of priority
setting and resource allocations, and in ex post evaluations of actual investments or policy
impacts. The inclusion of the multiple sheep and wool industry components enhances the
accuracy of economic analysis, making the model a valuable tool to assist in industry
policy and decision-making.
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Appendix 1. The Equilibrium Displacement Model
The model in equilibrium displacement form

Input supply to farm enterprises

(A21)  EX1 = e wn(EW: — ta)

(A2.2) EXiw = gpaw, wiw)(Ewaw — txaw)
(A2.3)  EXz3 = g(xe3 wez)(EWaz — tx2a)

(A24)  EXaw = gxaiw, w2iw)(EWiw — txaaw)
(A2.5)  EXaw = gxatw, waiw)(EWaiw — txaiw)
(A2.6)  EXazz=BxaEXar + BxarEXa

(A2.7)  EXius = gxus, was)(EWas — txss)

(A2.8) EXa1w = gxarw, warwy(EWarw — txaiw)
(A2.9)  EXsiw = gxs1w, wsiw)(EWsiw — txsiw)
(A2.10)  EXiss = PxarEXar + Bxs1EXsy

(A2.11)  EXe1 = gxe1, we1)(EWe1 — txe1)
(A2.12)  EXew = gxeiw, werw)(EWsiw — txsiw)
(A2.13)  EX71 = gy, wrny(Ewrs — txr1)
(A2.14)  EX7w = gxaw, wriwy(EWriw — tx7aw)
(A2.15)  EXg1 = g(xs1, wer)(EWs1 — txs1)
(A2.16) EXgiw = gxaiw, weiw)(EWsiw — txsiw)
(A2.17)  EXo1 = g(xa1, wor)(EWo1 — txe1)

(A2.18)  EXow = gxorw, worw)(EWgrw — txeiw)

Output constrained input demands of farm enterprises

(A2.19) EXi=17 (x1,wyEWi + 77 x1, wiw)EWiw + EY;

(A2.20)  EXiw = 77 pxaw, wpEW1 + 7 (xaw, waw)Ewaw + EY1
(A2.21)  EXa1 = 177 (xo1, w2z EWas + 77 (xo1, worw)EWarw + EY>
(A2.22)  EXaw = 77 xaw, w2a)EWas + 17 (xa1w, waiw)EWarw + EY?
(A2.23)  EXa1 = 77 (xa1, wez) EWas + 77 (xa1, warw)EWa1w + EY3
(A2.24)  EXaw = 77 (xatw, w23)EW23 + 77 (xa1w, watw)EWsiw + EY3
(A2.25)  EXa1 = 17 (xa1, was) EWss + 7 (xa1, warw)EWarw + EY4
(A2.26) EXaw = 7 (xa1w, was)EWas + 77 (xazw, warw)EWarw + EY4

(A2.27)  EXs1 = 17 (xs1, was) EWss + 77 (xs1, wstw)EWs1w + EY's
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(A2.28)
(A2.29)
(A2.30)
(A2.31)
(A2.32)
(A2.33)
(A2.34)
(A2.35)
(A2.36)

EXsiw = 77 (xs1w, was)EWas + 77 (xs1w, wstw)EWs1w + EY's
EXe1 = 77 (x61, wer) EWe1 + 77 (x61, werw)EWe1w + EYs
EXeiw = 77 (xe1w, wen)EWe1 + 77 (xerw, werw)EWe1w + EYs
EX71= 17 (x71, wrn) EW71 + 77 (x71, wriw)EW7iw + EY7
EX7iw = 77 xmaw, wryEW71 + 77 (xzaw, wraw)EW7aw + EY7
EXs1 = 77 (xs1, war) EWs1 + 77 (xs1, waiw)EWsiw + EYsg
EXgiw = 77 (xs1w, wsn)EWs1 + 77 (xa1w, wetw)EWsiw + EYs
EXo1 = 77 (xo1, wor) EWo1 + 77 (xa1, warw)EWarw + EYg

EXoiw = 77 (xo1w, won)EWo1 + 77 (xa1w, worw)EWerw + E Y

Farm enterprise equilibriums

(A2.37)
(A2.38)
(A2.39)

(A2.40)
(A2.41)
(A2.42)
(A2.43)
(A2.44)
(A2.45)
(A2.46)
(A2.47)
(A2.48)
(A2.49)

(A2.50)

kx1EX1 + KxawEXaw = yv1swEY1aw + yy1awEY1aw + yyv1t EY 1L+ yyimEYim
kx1Ew1 + KxawEWaw = yviswEVisw + YviawEViaw + Yy1 EViL+ yyimEVim

kx21EX21 + KxotwEXaiw = yvaawEYaiw + yv2owEY2ow + yyvaswEYasw +
Yy2LEYa + yvamEYom

Kx21EWa3 + KxotwEW21w = yy21wEV21w + Yy2owEVaow + Yv2swEVasw +yva EVaL
+ YvamEVam

kx31EX31 + KxstwEXaiw = yvaiwEYaziw + yvaowEYszow + yvaswEYasw +
Yy3LEYaLt yvamEYam

kx31EWa3 + KxsiwEWa1w = yyaiwEVaiw + YysawEVaow + YvaswEVasw +yvs EvaL
+ YvamEVam

kxa1EXa1 + KxatwEXaiw = yvaiwEYaiw + yvaowEYaow + yvaswEYasw +
YyaLEYaLt yvamEYam

Kxa1EWas + KxatwEWa1w = yyarwEVaiw + YyaowEVaow + YvaswEVasw +yva Evar
+ YvamEVam

kx51EXs1 + KxstwEXsiw = YvsiwEYsiw + yvsowEYsow + yysswEYsaw +
YysLEYsL+ YvsmEYsm

kxs1EWas + KxsiwEWs1w = yysiwEVsiw + YysaowEVsow + YvsswEVsaw +yys EVse
+ YvsmEVsm

kx61EXe1 + KxetwEXeiw = YveiwEYesiw + YveowEYeow + YveswEYesw +
YysLEYesLt YvemMEYem

kxe1EWe1 + KxetwEWs1w = YysiwEVeiw + YysawEVeaw + YveswEVesw +YveL EVeL
+ YvemEVem

kx71EX71 + KxmwEXnw = yviwEY7w + yvrowEY7aw + yyrswEY7aw +
vYy7eEY7E+ Y¥v7iMEY 7Mm

kx71EW71 + Kx71wEW71w = yyrwEV7iw + yy7awEV7ow + yy7swEV7aw +yy7eEpse
+ yv7mEVIm
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(A2.51)

(A2.52)

(A2.53)

(A2.54)

kxgiEXs1 + KxsiwEXsiw = yvsiwEYsiw + yvsowEYsow + YvsswEYsaw +
YyseEYget YvsmEYam

kxg1EWs1 + KxgiwEWs1w = yysiwEVeiw + yysawEVeow + YysswEVsaw +yyseEpse
+ YvamEVam

kx91EXo1 + KxotwEXoiw = yvoawEYow + yYvoowEYow + YvoswEYoaw +
YyoeEY ot YyomEYom

kx91EWo1 + KxotwEWo1w = yyorwEVaiw + yyeowEVoow + YyeswEVesw +yyoeEpse
+ YvomEVom

Input constrained output supply of farm enterprises

(A2.55)

(A2.56)

(A2.57)

(A2.58)

(A2.59)

(A2.60)

(A2.61)

(A2.62)

(A2.63)

(A2.64)

(A2.65)

(A2.66)

(A2.67)

(A2.68)

(A2.69)

EYisw = € (visw, viaw) EVisw + & (visw, viaw) EViaw + & (vasw, vir) EviL +
& (v1aw, vim) EVim + EXn

EY1iaw = & (viaw, viaw) EViaw + & (viaw, visw) EViaw + & (viaw, viy) Evie +
& (v1aw, vim) EVim + EXn

EY1L = & (vaL, vin EVaL + € (vaL, visw) EViaw + € (vaL, viaw) EViaw + € (viL, vim)
Eviv+ EXN

EYim = € (vaim, vim) EVim + € (vam, visw) EVisw + € (vam, viaw) EViaw + € (vam,
vi) Evi + EXN

EYaw = & vaw, vaiw) EVaiw + & vaiw, vzaw) EVaow +& (v21iw, vzaw) EVaaw +
& (v2iw, vaL) EVarL + € (varw, vamy EVom + EX)

EYaow = € (v2ow, voow) EVoow + & (voow, voiw) EVoiw + € (vaow, vaaw) EVasw +
& (y2aw, vaL) EVoL + & (vaow, vom) EVom + EX;

EY2w = € (v2sw, vasw) EVaaw + € (v2aw, vaiw) EVaaw + € (vasw, voaw) EVaow +
& (v2aw, vaL) EVaL + € (vasw, vamy EVom + EX)

EYo = & (voL, vau) EVa + € (voL, vaiw) EVaaw + € (vaL, voow) EVaow + € (vaL,
v2aw) EVaaw + € (vaL, vamy EVom + EX;

EYavw = € (vam, vomy EVom + € (vam, vaiwy EVarw + & (vam, vaow) EVoow + & (vam,
v2aw) EVaaw + € (vam, vor) EVoL + EX)

EYaiw = € (vaiw, vaiw) EVaiw + € (vaiw, vaow) EVaow + & (vaiw, vaaw) EVasw  +
& (vaiw, vaL) EVaL + € (vaiw, vam) EVam + EX3

EYaow = € (vaaw, vaaw) EVaow + € (vaow, vaiw) EVaiw + € (vaow, vaaw) EVaaw +
& (vaaw, vaL) EVaL + & (vaow, vam) EVam + EX3

EYaw = € (vasw, vasw) EVaaw + & (vasw, vaiw) EVaiw + & (vaaw, vaow) EVaow +
& (vaaw, vaL) EVaL + € (vasw, vam) EVam + EX3

EYsL = & (vaL vau) EVaL + & (vaL, vaiw) EVaiw + & (vaL, vaow) EVaow + & (vaL,
vaaw) EVaaw + € (vaL, vam) EVam + EX3

EYam = € (vam, vamy EVam + € (vam, vaiw) EVaiw + € (vam, vaaw) EVaow + € (vam,
vasw) EVaaw + € (vam, vaL) EVaL + EX3

EYaw = & (vaiw, vaiw) EVaw + € (varw, vaow) EVaow + & (varw, vasw) EVasw  +
& (yaw, vaL) EVaL + & (varw, vam) EVam + EX4
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(A2.70)

(A2.71)

(A2.72)

(A2.73)

(A2.74)

(A2.75)

(A2.76)

(A2.77)

(A2.78)

(A2.79)

(A2.80)

(A2.81)

(A2.82)

(A2.83)

(A2.84)

(A2.85)

(A2.86)

(A2.87)

(A2.88)

(A2.89)

EYsw = & (vaaw, vazw) EVaow + € (vaaw, varw) EVarw + € (vaow, vasw) EVasw +
& (vazw, vaL) EVaL + & (vaow, vam) EVam + EX4y

EYassw = & (vasw, vasw) EVasw + & (vasw, varw) EVarw + € (vasw, vaaw) EVaow +
€ (vaaw, vaL) EVaL + & (vasw, vam) Evam + EX4

EYa = € (vaL var) EVaL + € (vaL, vaiw) EVaiw + € (vaL, vaow) EVaow + & (vaL,
vaaw) EVasw + & (vaL, vam) EVam + EX4

EYam = & (vam, vam) EVam + & (vam, varw) EVarw + & (vam, vazw) EVaow + € (vam,
vazw) EVasw + & (vam, var) EvaL + EXy

EYsiw = € (vsaw, vsiw) EVsiw + € (vsiw, vsaw) EVsow + & (vsaw, vsaw) EVsaw +
& (vsiw, vsL) EVsL + & (ys1w, vsm) EVsm + EXs

EYsow = € (vsow, vsaw) EVsow + & (vsow, vsiwy) EVsiw + € (ysow, vsaw) EVsaw +
& (vsaw, vsL) EVsL + € (vsow, vsmy EVsm + EXs

EYssw = & (vsaw, vsaw) EVsaw + & (vsaw, vsiw) EVsiw + € (vsaw, vsaw) EVsow +
& (vs3w, vsL) EVsL + € (vsaw, vsm) EVsm + EXs

EYs. = & (vsi, vs) EVsL + & (vsi, vsiw) EVaiw + & (vsL, vsow) EVsaw + € (L,
vsaw) EVsaw + € (vsL, vsmy EVsm + EXs

EYsm = & (vsm, vam) EVsm + € (vsm, vsaw) EVsaw + € (vsm, vsow) EVsow + € (vsm,
vsaw) EVsaw + € (vsm, vsL) EVsL + EXs

EYeaiw = € (verw, verw) EVeiw + &€ (verw, veaw) EVeow + & (verw, veaw) EVesw +
& (veiw, veL) EVeL + & (ve1w, vem) EVem + EXg

EYesow = & (veow, veaw) EVeow + € (veow, veiw) EVerw + € (veaw, vesw) EVeaw +
& (veaw, veL) EVeL + & (ve2w, vem) EVem + EXe

EYessw = & (veaw, vesw) EVeaw + & (veaw, verw) EVerw + & (veaw, veaw) EVeow +
& (veaw, veL) EVeL + € (veaw, vem) EVem + EXs

EYsL = & (veL, veL) EVeL + & (veL veiw) EVetw + & (veL, veow) EVeow + & (veL,
veaw) EVeaw + € (veL, vem) EVem + EXg

EYem = & (vem, vem) EVem + & (vem, verw) EVerw + € (vem, veaw) EVeow + & (vem,
veaw) EVesw + € (vem, veL) EVeL + EXg

EY7nw = € viw, viiw) Evaw + € (viaw, viaw) EViow + & (viaw, vraw) Evzsw  +
& (vraw, pse) EPse + € (vraw, vamy Evam + EX

EY7ow = & (vraw, viaw) EViow + € (v7ow, viiw) EVaiw + € (vrow, vraw) EVzaw +
& (vraw, pse) EPse + € (y7ow, vim) EVom + EX7

EY7w = € (v7aw, viaw) EVzaw + & (v7aw, viaw) EViiw + € (v7aw, viow) EVow +
& (vraw, pse) EPse + € (v7aw, vaim) EVam + EX

EY7e = & (vie pse) EPse + € (v7E, viaw) EViaw + € (v7E, viow) EViow + € (v7E,
v7aw) EVzaw + € (v7E, vimy) EVim + EX7

EY7m = & (voim, vimy) EVam + € (vam, viaw) EVaaw + € (vam, viaw) EVraw + € (vim,
v7aw) EVzaw + € (v7m, pse) EPse + EX7

EYaiw = ¢ (veiw, vaiw) EVaiw + & (vaiw, veaw) EVeaw + & (ve1w, veaw) EVgaw +
& (vaww, pse) EPse + € (va1w, vam) EVem + EXg
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(A2.90)
(A2.91)
(A2.92)
(A2.93)
(A2.94)
(A2.95)
(A2.96)
(A2.97)

(A2.98)

EYsow = & (vaow, vaaw) EVeaw + € (vsow, vaiw) EVaaw + & (vsow, vaaw) EVsaw +
& (veaw, pse) EPse + € (veaw, vem) EVem + EXg

EYssw = & (vaaw, vaaw) EVsaw + € (vaaw, vaiw) EVaiw + & (vsaw, vaow) EVsaw +
& (veaw, pse) EPse + & (vsaw, vam) EVam + EXg

EYge = &€ (vsg, pse) EPse + € (vsE, veiw) EVeiw + & (v, veaw) EVeow + & (vsE,
veaw) EVeaw + € (vsE, vam) EVam + EXg

EYsm = & (vam, vam) EVam + € (vam, vaiw) EVaaw + € (vam, veow) EVeow + € (vam,
veaw) EVeaw + € (vam, pse) EPse + EXg

EYoiw = € (vaiw, voiw) EVarw + & (vorw, veaw) EVoow + & (verw, vesw) EVeaw +
& (vo1w, pse) EPse + € (vo1w, vam) EVom + EXg

EYow = € (voow, voow) EVoow + &€ (voow, verwy EVaiw + € (voow, vesw) EVaaw +
& (voaw, pse) EPse + € (voaw, vamy EVom + EXg

EYgsw = & (voaw, vesw) EVeaw + € (vaaw, vorw) EVarw + & (vaaw, vaow) EVeaw +
& (vo3w, pse) EPse + € (vo3w, vam) EVom + EXg

EYoe = & (voe, pse) EPse + € (voE, vorw) EVotw + & (vog, vaow) EVoow + & (voE,
vasw) EVaaw + € (veE, vamy EVom + EXg

EYom = & (vom, vom) EVom + € (vom, varw) EVarw + & (vom, voow) EVoow + € (vom,
vaaw) EVaaw + € (vam, pse) EPse + EXg

Other input supply to wool warehouse sectors

(A2.99)

(A2.100)
(A2.101)
(A2.102)

EYnm = gcvam, vimy(EVem — tyam)
EYsm = grvam, vem)(EVem — tyem)
EYwmm = gcvmm, viimy(EVmm — tymm)

EYem = grvem, vemy(EVem — tvem)

Other input supply to lamb and mutton slaughtering/processing sectors

(A2.103)
(A2.104)

EYsL = grvst, vs)(EVsL — tyst)

EYsm = grvsm, vsmy(EVsm — tysm)

Output constrained input demand of wool warehouse sectors

(A2.105)
(A2.106)
(A2.107)

(A2.108)

EY1aw = 77 (v1aw, viaw) EViaw + 77 (v1aw, vam)EVam + EZy
EYNM = 77 (vam, viaw)EVaaw + 7 (vnm, vamyEVm + EZ;

EYauw = 7 (vaiw, vaiw) EVaiw + 77 (vaiw, vaiw) EVaiw + 77 (vaaw, vaiwy EVaw +
17 (v2iw, vsiw) EVsiw + 77 (vyaiw, veiw) EVeiw + 77 (v2iw, viaw) EVaaw + 77 (vaw,
veiw) EVeiw + 77 (v2iw, verw) EVorw + 77 (v21w, vim)EVem + EZ>

EYaiw = 77 (vaiw, vaiw) EVaaw + 77 (vaiw, vaiw) EVaaw + 77 (vaiw, vaiw) EVarw +
1 (vaiw, vsiw) EVsaw + 77 (vaiw, veiwy EVerw + 77 (vaiw, v7iwy EViiw + 77 (vaww,
veiw) EVaiw + 77 (vaiw, verwy EVoiw + 77 (vaiw, vem)EVem + EZ>
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(A2.109)

(A2.110)

(A2.111)

(A2.112)

(A2.113)

(A2.114)

(A2.115)

(A2.116)

(A2.117)

(A2.118)

(A2.119)

(A2.120)

EYaw = 7 (vaw, varw) EVarw + 77 (varw, vaaw) EVarw + 77 (varw, vaiwy EVaaw +
17 (vaiw, vsiw) EVsiw + 77 (varw, verw) EVeiw + 77 (varw, viawy EVaaw + 77 (vaiw,
veiw) EVeiw + 77 (varw, verwy EVorw + 77 (va1w, vim)EVem + EZ>

EYsiw = 77 (vsaw, vsiw) EVsaw + 77 (vsaw, vaiw) EVaaw + 77 (vsiw, vaiw) EVaiw +
1 (vsiw, varw) EVaw + 77 (vsaw, veiwy EVerw + 77 (vsiw, v7iwy EViiw + 77 (vsaw,
veiw) EVaiw + 77 (vsiw, verwy EVoiw + 77 (vs1w, vem)EVem + EZ>

EYeiw = 77 (veaw, veiw) EVerw + 77 (verw, vaaw) EVarw + 77 (verw, vaiw) EVaiw +
17 (veiw, vaiw) EVaiw + 77 (verw, vsiw) EVsiw + 77 (verw, viaw) EVaaw + 77 (veww,
veiw) EVeiw + 77 (verw, vorwy EVarw + 77 (verw, vim)EVEm + EZ>

EY7nw = 7 viaw, viawy) EVaaw + 77 (viaw, vaiwy EVaaw + 77 (vraw, vaiw) EVaiw +
1 (viaw, vaiw) EVaiw + 17 (vraw, vsiwy EVsiw + 17 (viaw, veiw) EVeiw + 77 (v7aw,
veiw) EVeiw + 17 (yraw, verwy EVarw + 77 (v7aw, vim)EVEm + EZ

EYgiw = 7 (vaaw, vaiw) EVaiw + 77 (vaiw, vaiw) EVaaw + 77 (vaiw, vaiw) EVaiw +
1 (vaiw, varw) EVaw + 77 (vaiw, vsiw) EVsiw + 77 (vaiw, veiw) EVeiw + 77 (vsiw,
viiw) EV7iw + 77 veiw, verw) EVaiw + 77 (vsiw, vim)EVEm + EZ>

EYoiw = 77 (voaw, verw) EVarw + 77 (varw, vaiw) EVaiw + 77 (vorw, vaiw) EVaiw +
1 (vorw, vaiw) EVarw + 77 (varw, vsiwy EVsiw + 77 (vorw, veiw) EVeiw + 77 (va1w,
v7iw) EVziw + 17 (vorw, veiw) EVeiw + 77 (voaw, vim)EVEM + EZ>

EYem = 7 (vem, vem) EVem + 77 (vem, vaiwy EVaiw + 77 (vem, vaiwy EVaiw + 77 (vem,
varw) EVatw + 77 (vem, vsiw) EVsiw + 77 (vem, verw) EVeaw + 77 (vem, vraw) EVaiw +
N ovem, verw) EVaiw + 77 (vem, vorw)EVarw + EZ,

EYaow = 77 (v2ow, voaw) EVaaw + 77 (v2aw, vaow) EVaow + 77 (vaow, vazw) EVaow +
1 (v2aw, vsaw) EVsow + 77 (v2ow, veaw) EVeaw + 77 (v2ow, viaw) EVow + 77 (v2ow,
veaw) EVeaw + 17 (v2ow, veawy EVoow + 77 (v2ow, vum)EVMM + EZ3

EYaow = 7 (vaow, vaaw) EVaaw + 77 (vaaw, vaow) EVaow + 77 (vaow, vazw) EVaow +
1 (va2w, vsaw) EVeow + 77 (vaow, veaw) EVeow + 77 (vaow, vrowy EVow + 717 (vaow,
veaw) EVeaw + 77 (v3aw, veaw) EVoow + 77 (vaow, vum)EVMM + EZ3

EYaow = 77 (vazw, vaaw) EVaow + 77 (vaaw, vaow) EVaow + 77 (vazw, vaow) EVaow +
1 (vaaw, vsaw) EVsow + 717 (vaow, veawy EVeaw + 77 (vaow, viaw) EVow + 77 (vaow,
veaw) EVeow + 17 (vaow, veawy EVoow + 77 (vaow, vmum)EVMm + EZ3

EYsow = 77 (vsow, vaiw) EVsow + 77 (vsaw, vaaw) EVaow + 77 (vsaw, vaaw) EVaow +
1 (vs2w, vaaw) EVaow + 77 (vsow, veawy EVeow + 77 (vsow, vrowy EVow + 17 (vsow,
veaw) EVeow + 17 (vsaw, veawy EVaoow + 77 (vsow, vmm)EVMMm + EZ3

EYeow = 77 (veow, veaw) EVeaw + 77 (veaw, vaow) EVaaw + 77 (veaw, vaow) EVaow +
17 (veaw, vaaw) EVaow + 717 (veaw, vsaw) EVsow + 77 (veaw, viow) EVow + 77 (veow,
veaw) EVeow + 77 (veow, veawy EVoow + 77 (veow, vmum)EVMM + EZ3w
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(A2.121)

(A2.122)

(A2.123)

(A2.124)

(A2.125)

(A2.126)

(A2.127)

(A2.128)

(A2.129)

(A2.130)

(A2.131)

EY7ow = 77 (v72w, viaw) EV7aw + 77 (vzaw, vaow) EVaaw + 77 (v7ow, vaow) EVaow +
17 (v7aw, vaaw) EVaaw + 17 (v7aw, vsaw) EVsow + 17 (v7ow, veaw) EVeow + 77 (v7ow,
veaw) EVeow + 17 (y7ow, veawy EVeow + 17 (v7ow, vum)EVMM + EZ3

EYsow = 77 (vsow, vaow) EVeow + 77 (vaaw, vaaw) EVaow + 77 (vsaw, vaaw) EVaow +
1 (va2w, vaaw) EVaow + 17 (veow, vsowy EVsow + 77 (veaw, veawy EVeow + 77 (vaow,
v7aw) EVow + 77 (vsaw, veawy EVaoow + 77 (veow, vmm)EVMMm + EZ3

EYoow = 77 (voow, veaw) EVeaw + 77 (vaaw, vaow) EVaaw + 77 (vaaw, vaow) EVaow +
17 (voaw, vaaw) EVaow + 77 (voow, vsaw) EVsow + 17 (veow, veaw) EVeow + 77 (voow,
v7aw) EVzaw + 17 (voow, veawy EVeow + 77 (voow, vmum)EVMM + EZ3

EYmm = 77 (vmm, vmmy) EVum + 77 (vmm, vaawy EVaaw + 77 (vmm, vaaw) EVaaw +
N ovmm, vaaw) EVaow + 17 (vmm, vsaw) EVsow + 77 (vmm, veaw) EVeow + 77 (vmm,
viaw) EVzaw + 77 (vmm, veaw) EVeow + 77 (vmm, vaaw)EVeaw + EZ3

EYisw = 7 (visw, viaw) EViaw + 77 (viaw, vaaw) EVaaw + 77 (vasw, vasw) EVasw +
1 (v13w, vaaw) EVaaw + 77 (viaw, vsaw) EVsaw + 77 (v13w, veaw) EVesw + 77 (v13w,

v7aw) EVzaw + 77 (vaaw, vaaw) EVeaw *+ 77 (vasw, vasw) EVeaw + 77 (visw, vem)EVam
+ EZ,

EYasw = 7 (v2sw, v2aw) EVaaw + 77 (v2aw, visw) EViaw + 77 (vasw, vasw) EVasw +
1 (v23w, vaaw) EVaaw + 77 (vasw, vsaw) EVsaw + 77 (v23w, veaw) EVesw + 77 (v23w,

v7aw) EVzaw + 77 (v2aw, vaaw) EVeaw + 77 (vasw, vasw) EVeaw + 77 (v2sw, vem)EVam
+ EZ,

EYssw = 77 (vasw, vasw) EVasw + 77 (vasw, visw) EVisw + 77 (vasw, vaaw) EVaow +
1 (33w, vaaw) EVaaw + 77 (vasw, vsaw) EVsaw + 77 (vasw, veaw) EVesw + 77 (vasw,

v7aw) EVzaw + 77 (vasw, veaw) EVsaw + 77 (vasw, vasw) EVosw + 77 (vasw, vem)EVem
+ EZ,

EYasw = 77 (vasw, vasw) EVasw + 77 (vasaw, visw) EViaw + 77 (vasw, v2sw) EVasw +
1 (va3w, vaaw) EVaaw + 77 (vasw, vsaw) EVsaw + 77 (vasw, veaw) EVesw + 77 (vasw,

v7aw) EVzaw + 77 (vaaw, vaaw) EVeaw + 77 (vasw, vasw) EVeaw + 77 (vasw, vem)EVam
+ EZ,

EYssw = 77 (vssw, vsaw) EVsaw + 77 (vsaw, visw) EVisw + 77 (vsaw, v2aw) EVasw +
17 (vs3w, vaaw) EVaaw + 77 (vsaw, vasaw) EVazw + 77 (vsaw, veaw) EVesw + 77 (vsaw,

v7aw) EVzaw + 77 (vsaw, vaaw) EVeaw + 77 (vsaw, vasw) EVeaw + 77 (vsaw, vem)EVam
+ EZ,

EYessw = 77 (vesw, veaw) EVeaw + 77 (veaw, visw) EVisw + 77 (veaw, v2aw) EVasw +
17 (veaw, vaaw) EVaaw + 77 (veaw, vasaw) EVazw + 77 (veaw, vsaw) EVsaw + 77 (vesw,

v7aw) EVzaw + 77 (veaw, veaw) EVsaw + 77 (veaw, vasw) EVosw + 77 (veaw, vem)EVem
+ EZ,

EY7w = 7 (v7aw, vraw) EVzaw + 77 (vzaw, visw) EViaw + 77 (v7aw, v2sw) EVasw +
1 (v13w, vaaw) EVaaw + 77 (v7aw, vasw) EVazw + 77 (v7aw, vsawy EVsaw + 77 (v73w,

veaw) EVeaw + 77 (v7aw, veaw) EVaaw + 77 (v7aw, vasw) EVosw + 77 (v7aw, vem)EVem
+ EZy
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(A2.132)

(A2.133)

(A2.134)

EYssw = 77 (vssw, vsaw) EVsaw + 77 (vaaw, visw) EViaw + 77 (vasw, v2sw) EVasw +
77 (vsaw, vaaw) EVaaw + 77 (vsaw, vasw) EVasw + 77 (veaw, vsaw) EVsaw + 77 (vasw,

veaw) EVesw + 77 (vsaw, viaw) EV7aw + 77 (vasw, vasw) EVesw + 77 (vssw, vem)EVam
+ EZ4

EYosw = 77 (vosw, veaw) EVesw + 77 (vaaw, visw) EViaw + 77 (vasw, vsw) EVosw +
77 (voaw, vaaw) EVaaw + 77 (vaaw, vasw) EVasw + 77 (vaaw, vsaw) EVssw + 77 (vesw,

veaw) EVesw + 77 (vaaw, viaw) EV7aw + 77 (vosw, vasw) EVaaw + 77 (vosw, vem)EVam
+ EZ4

EYsm = 77 (vem, vem) EVem + 77 (vem, visw) EVisw + 77 (vem, vasw) EVosw +
17 (vBm, vaaw) EVaaw + 77 (vem, vasw) EVasw + 77 (vem, vsaw) EVsaw + 77 (vBm, veaw)
EVeaw + 77 (vem, v7aw) EV7aw + 77 (vBm, vasw) EVasw + 77 (vBm, vaaw)EVaaw + EZ4

Output constrained input demand of lamb and mutton slaughtering/processing sectors

(A2.135)

(A2.136)

(A2.137)

(A2.138)

(A2.139)

(A2.140)

(A2.141)

(A2.142)

(A2.143)

(A2.144)

EY1L = 7 (viL, van EVaL + 7 (vaL, var) EVal + 77 (vaw, vary EVaL + 77 (vaL, var) EVal
+ 17 (vaL, vsL) EVsL + 77 (vaL, ver) EVeL + 77 (viL, vsy) EvsL + EZ

EYaL = 77 (vaL, va) EVaL + 77 (var, vin) EVaL + 77 (var, vary EVaL + 77 (vaL, var) EVar
+ 77 (veL, vs) EVsL + 77 (vaL, ver) EVeL + 77 (oL, vsu) EVsL + EZL

EY3aL = 77 (vaL, var) EVaL + 77 (vaL, viL) EVaL + 77 (vaL, var) EVaL + 77 (vaL, var) EVar
+ 77 (vaL, vsL) EVsL + 77 (vaL, ver) EVeL + 77 (vaL, vsu) EVsL + EZL

EYaL = 77 (vaL, var) EVar + 77 (var vir) EVaL + 77 (var, vauy EVaL + 77 (var, vaL) EVaL
+ 77 (vaL, vsL) EVsL + 77 (vaL, ver) EVeL + 77 (vaL, vsu) EVsL + EZL

EYsL = 77 (vsi, vsi) EVsL + 77 (vsL, vin) EVaL + 77 (vsi, vary EVaL + 77 (vsi, vaL) EVaL
+ 77 ovsL, van) EVaL + 77 (vsL, ver) EVeL + 77 (vsL, s EVsL + EZL

EYeL = 77 (veL, veL) EVeL *+ 77 (veL, viL) EVaL + 77 (veL, vary EVaL + 77 (veL, vaL) EVaL
+ 77 veL, vaL) EVaL + 77 (veL, vsL) EVsL + 77 (veL, vsL) EVsL + EZL

EYst = 77 (vsL vsL) EVsL + 77 (vsL, va) EVaL + 77 vsi, vauy) EVaL + 77 (vsi, vaL) EVaL
+ 77 (vsL, vaL) EVaL + 17 (vsL, vsu) EVsL + 77 (vsL, veL) EVeL + EZL

EYim = 77 (vaim, vimy EVim + 77 (vam, vam) EVam + 77 (vaim, vam) EVam + 77 (vim, vam)
Evam + 17 (vim, vsmy EVesm + 17 (vam, vem) EVem + 77 (vam, vimy EVam + 17 (vam, vawm)
EVem + 77 (vam, vam) EVom + 77 (vim, vsm)EVsm + EZpm

EYom = 77 (vam, vam) EVam + 77 (vam, vimy EVim + 77 (vam, vamy) EVam + 77 (vam, vam)
EVam + 17 (vam, vem) EVsm + 77 (vam, vemy EVem + 17 (vam, vamy EVam + 77 (vam, vewm)
Evem + 77 (vam, vom) EVom + 77 (vam, vsm)EVsm + EZm

EYam = 77 (vam, vamy EVam + 77 (vam, vim) EVam + 77 (vam, vam) EVam + 77 (vam, vam)
Evam + 17 (vam, vsmy EVsm + 17 (vam, vem) EVem + 77 (vam, vimy EVam + 17 (vam, vawm)
Evem + 77 (vam, vom) EVom + 77 (vam, vsm)EVsm + EZy
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(A2.145)

(A2.146)

(A2.147)

(A2.148)

(A2.149)

(A2.150)

(A2.151)

EYam = 77 (vam, vamy) EVam + 77 (vam, vim) EVam + 77 (vam, vam) EVam + 77 (vam, vam)
Evam + 77 (vam, vsmy EVsm + 17 (vam, vem) EVem + 77 (vam, vimy EVam + 17 (vam, vawm)
EVem + 77 (vam, vam) EVom + 77 (vam, vsm)EVsm + EZpm

EYsm = 77 (vam, vam) EVam + 77 (vsm, vimy EVim + 77 (vsm, vamy) EVam + 77 (vsm, vam)
EVam + 77 (vsm, vam) EVam + 77 (vsm, vemy EVem + 17 (vsm, vamy EVam + 77 (vsm, vawm)
Evem + 77 (vsm, vam) EVom + 77 (vsm, vsm)EVsm + EZm

EYem = 77 (vem, vem) EVem + 77 (vem, vim) EVam + 77 (vem, vamy EVam + 77 (vem, vam)
Evam + 77 (vem, vamy EVam + 17 (vem, vsm) EVsm + 77 (vem, vimy EVam + 17 (vem, vawm)
EVem + 77 (vem, vam) EVom + 77 (vem, vsm)EVsm + EZpm

EY7m = 77 (vom, vany EVamt 77 (vam, vaimy EVim + 77 (vam, vamy EVam + 77 (vrm, vamy
EVam + 77 (v7m, vam) EVam + 77 (vim, vamy EVsm + 77 (vam, vemy EVem + 77 (v7m, vam)
EVem + 77 (vim, vamy EVom + 77 (v7m, vsm)EVsm + EZy

EYsm = 77 (vam, vamy) EVam + 77 (vam, vim) EVam + 77 (vam, vamy EVam + 77 (vam, vam)
EVam + 77 (vam, vam) EVam + 77 (vam, vamy) EVsm + 77 (vam, vemy EVem + 77 (vam, vim)
Evim + 77 (vam, vom) EVom + 77 (vam, vsm)EVsm + EZy

EYom = 77 (vom, vomy) EVom + 77 (yom, vim) EVam + 77 (vom, vam) EVam + 77 (vom, vam)
EVam + 77 (vom, vam) EVam + 77 (vom, vamy EVsm + 77 (vam, vemy EVem + 77 (vom, vim)
EVzm + 77 (vom, vamy EVam + 77 (vom, vsm)EVsm + EZy

EYsm = 77 (vsm, vsm) EVsm + 77 (vsm, vimy EVim + 77 (vsm, vamy EVam + 77 (vsm,
vamy EVam + 77 (vsm, vamy EVam + 77 (vsm, vsmy EVsm + 77 (vsm, vem) EVem + 77 (vsm,
vimy EVim + 77 (vsm, vam) EVem + 77 (vsm, vom)EVom + EZm

Wool warehouse sectors equilibrium

(A2.152)
(A2.153)
(A2.154)

(A2.155)

(A2.156)

(A2.157)

(A2.158)

ky1awEY1aw + KynMEY M = YziwEZaw + yz1sEZss
Ky1awEViaw + KynmEVNM = YziwEU1w + Yz1sEU1s

ky2iwEY2iw + KyaiwEYaiw + KyatwEYaw + KysiwEYsiw + KyetwEYeiw +
KyriwEY7iw + kysiwEYsiw + KyatwEYoiw + KyemEYem = yzowEZow +
vz2sEZ2s

KyaiwEvaiw + KyaiwEvaiw + KyaiwEVaiw + KysiwEVsiw + KyetwEVeiw +
ky7iwEV7iw + KysiwEVsiw + KyarwEVaiw + KyemEVEM = YzawEUaw + Yz2sEU2s

Ky2owEY2ow + KysoawEYzow + KyaowEYaow + KysowEYsow + KyeowEYeow +
ky7o2wEY72w + KvaowEYsow + KvoowEYoow + KymmEYwmm = yzswEZsw +
vzasEZ3s

Ky2owEVaow + KyzowEVaow + KyaowEVaow + KysowEVsow + KyeowEVeow +
Ky7owEV7ow + KysawEVeow + KygowEVoow + KymmEVMM = YzswEUsw + yz3sEUss

KyiswEY1aw + KvaswEYasw + KysswEYasw + KyaswEYasw + KysswEYssw +
KyeswEYessw + Ky7swEY7aw + KvsswEYgaw + KysswEYosw + KysmEYsm =
YzawEZaw + yzasEZss
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(A2.159)

+

KyiswEVisw + KyaswEVasw + KysswEVasw + KvaswEVasw + KysswEVsaw
KyeswEVeaw + Ky7swEVzaw + KysswEVsaw + KyogawEVesw + KysmEVewm

YzawEUaw + yzasEUass

Lamb and mutton slaughtering/processing sectors equilibrium

(A2.160)
(A2.161)
(A2.162)

(A2.163)

kKvitEY1L + ky2tEYa + KystEYsl + KvatEYa + KystEYs + kye EYerL
KystEYsL = yz2LeEZ e + y2LoEZip

Ky1LEViL + Ky2 EVar + Kys Evar + Kya Evar + Kys EVs. + KyeL EVer + Kysi EVsL
= vzLeEULE + yzipEULD

KyiMEY1m + KyamEYaom + KyamEYam + kyamEYam + KysmEYsm + kyemEYem +
ky7mEY7m + kysmEYsm + kyamEYom + KysmEY sm = YzmeEZme + YzmbEZmp

+

KyimEVim + kyamEVom + KysmEVam + KyamEVam + KysmEVsm + KyemEVem +
ky7mEV7m + KyvemEVem + KyamEVom + KysmEVsm = yzmeEume + yzmpEUmD

Input constrained output supply of wool warehouse sectors

(A2.164)
(A2.165)
(A2.166)
(A2.167)
(A2.168)
(A2.169)
(A2.170)
(A2.171)

EZiw = & (aw, uiw) Eliw + & zaw, uis) Euis + EYy
EZis = € z1s, utw) Eliw + € (215, u1s) EUis + EYn
EZow = & (zow, uaw) Elow + & (zow, uzs) EUzs + EYE
EZys = & (z2s, uaw) EUaw + & (225, u2s) EUzs + EYE
EZsw = & (zsw, usw) EUsw + & (zaw, uss) EUss + EYc
EZ3s = £ (z3s, usw) EUsw + & (z3s, uss) EUss + EYc¢
EZsw = & (zaw, uaw) EUsw + & (zaw, uss) EUss + EYg

EZ4s = & (z4s, uaw) EUaw + &€ (zas, uas) EUss + EYg

Input constrained output supply of lamb and mutton slaughtering/processing sectors

(A2.172)
(A2.173)
(A2.174)
(A2.175)

EZ e = & zie uLe) EULE + € (z1e, uLp) EULp + EYL
EZip= & (zip, uLe) EULE + € (zip, uLp) EULp + EY L

EZve = € (zve, ume) EUme + € (zme, ump) Eump + EYm
EZmp

£ (zmp, umE) EUME + € (zLD, ump) Eump + EY

Other input supply to wool scouring sector

(A2.176)

EZcs = gzcs, ucs)(EUcs — tzcs)

Output constrained input demand of wool scouring sector

(A2.177)

EZis = 77 (z1s, uts) EUis + 77 (z1s, uzs) EUas + 77 (z1s, uss) EUss + 77 (z1s, uas) EUas +
1 (z1s, ucs) EUcs + EZs
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(A2.178)

(A2.179)

(A2.180)

(A2.181)

EZys = 77 (z2s, uzs) EUas + 77 (z2s, u1s) EUis + 77 (z2s, uss) EUss + 77 (z2s, uas) EUss +
1 (z2s, ucs) EUcs + EZg

EZ3s = 77 (z3s, uss) EUss + 77 (z3s, u1s) EUis + 77 (z3s, uzs) EUzs + 77 (z3s, uas) EUss +
1 (z3s, ucs) EUcs + EZg

EZ4s = 77 (z4s, uas) EUas + 77 (zas, u1s) EUis + 77 (zas, uzs) EUzs + 77 (zas, uas) EUss +
1 (z4s, ucs) EUcs + EZg

EZcs = 77 (zcs, ucs) EUcs + 77 (zcs, uts) EUis + 77 (zcs, uzs) EUas + 77 (zcs, uss) EUss
+ 77 (zcs, uas) EUss + EZg

Wool scouring sector equilibrium

(A2.182)

(A2.183)

kzisEZ1s + KzasEZps + KzasEZzs + KzasEZas + KzcsEZcs = yzewEZew +
YrisEF1s + YrasEF st YrasEFas+ YeasEFas + yzo1EZot + vz23TEZ37+ yz41EZAT
kzisEuis + kzosEugs + KzasEuss + KzasEuas + KzecsEucs = yzewEUcw + YrisESis
+ Yr2sESast YrasESast YrasESss + yzorEUoT + Yz3TEUSTH YZ4TEUST

Input constrained output supply of wool scouring sector

(A2.184)

(A2.185)

(A2.186)

(A2.187)

(A2.188)

(A2.189)

(A2.190)

(A2.191)

EFis = £ (r1s, s15) ES1s + € (r1s, s2s) ESos + € (Fus, s3s) ESss + € (mis, sas) ESas +
& (F1s,ucw) EUcw + € (r1s, u2m) EUoT + € (R1s, uaT) EUsT + & (F1s, uaT) EUsT + EZC

EFas = & (r2s, s15) ES1s + € (ros, s25) ES2s + € (ras, s3s) ESas + € (r2s, sas) ESas +
& (F2s,ucw) EUcw + € (r2s, uom) EUoT + & (Fos, uam) EUsT + & (r2s, uaT) EUsT + EZC

EFss = & (rss, s15) ES1s + € (ras, s25) ES2s + € (s, s35) ESas + &€ (ras, sas) ESas +
& (F3s, ucw) EUcw + & (r3s, uom) EUoT + & (35, usT) EUsT + & (F3s, uaT) EUsT + EZC

EFss = & (ras, s15) ES1s + € (ras, s2s) ES2s + € (Fas, s3s) ESas + & (ras, sas) ESas +
& (Fas,ucw) EUcw + & (ras, uom) EUoT + & (Ras, uaT) EUsT + &€ (Fas, uaT) EUsT + EZC

EZcw = & zew, s1s) ES1s + € (zow, s2s) ES2s + € (zew, s3s) ESas + € (zow, sas) ESas

+ & zew, ucw) EUcw + € zew, uzm) EUat + € (zew, ust) EUsT + & (zow, uat) EUat +
EZc

EZor = € zot, s15) ES1s + € (z27, s25) ESos + & (z27, s3s) ESss + & (za, sas) ESus +
& (z21, ucw) EUcw + & (zo1, u2) EUoT + € (221, U3T) EUsT + &€ (227, uaT) EUsT + EZC

EZst = & (zaT, s15) ES1s + € (z3T, s25) ESos + & (z37, sas) ESss + & (zar, sas) ESas +
& (zaT, ucw) EUcw + & (zaT, u2) EUoT + € (237, U3T) EUaT + &€ (23T, uaT) EUaT + EZC

EZsr = & (247, s15) ES1s + € (247, s25) ESos + &€ (247, s35) ESas + & (247, sas) ESas +
€ (za1,ucw) EUcw + & (za1, uzm) EUat + € (24T, UsT) EUsT + & (247, Uuat) EUsT + EZC

Other input supply to wool carbonising sector

(A2.192)

EZcg = gzcB, uc)(EUcs — tzcr)
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Output constrained input demand of wool carbonising sector

(A2.193)
(A2.194)

EZcw = 77 (zew, ucw) EUcw + 77 zew, uce) EUce + EFcw

EZcg = 77 (zce, ucw) EUcw + 77 (zce, ucs) EUcs + EFcw

Wool carbonising sector equilibrium

(A2.195)

Escw = KzewEUcw + KzcgEuce

Other input supply to wool topmaking sector

(A2.196)

EZwr = gwr, uwn(Euwt — tzwr)

Output constrained input demand of wool topmaking sector

(A2.197)

(A2.198)

(A2.199)

(A2.200)

EZor = 77 (zot, uam) EUat + 77 (227, Usm) EUst + 77 (227, uat) EUat +77 (227, uwr) EUwr
+ EFt

EZsr = 77 (237, u2m) EUat + 77 (237, Usm) EUst + 77 (237, uat) EUst +77 (237, uwr) EUwr
+ EFt

EZsr = 77 (za7, u2m) EUat + 77 (a1, Usm) EUst + 77 (247, uat) EUst +77 (247, UWT) EUwT
+ EFt

EZwr = 77 @zwr, uzr) EUat + 77 2w, ust) EUst + 77 zwr, usmy EUsat +77 2w, uw)
Euwt + EFT

Wool topmaking sector equilibrium

(A2.201)

(A2.202)

KzotEZor + KzatEZsr + KzatEZ4r + KzwtEZwr = yrotEFor + yrarEFsr +

YraTEFam+ YenwEFNW+ YoprEQDP

kzotEUoT + KzaTEUsT + KzatEUST + KzwTEUWT = Yr2TES2T + YESTESST + YRaTESAT+

YrnwESNwt YoprEPDP

Input constrained output supply of wool topmaking sector

(A2.203)

(A2.204)

(A2.205)

(A2.206)

(A2.207)

EFar = & (r21, sor) ESot + € (ot sam) ESat + & (k21 sam) ESat + € (pot, snw) ESnw +
& (Fz1,PoP) EPDP + EZ7T

EFst = & (rat, s31) ESsT + € (raT, s2m) ESot + € (raT, s4m) ESat + € (r3T, snw) ESnw +
& (raT,por) Epop + EZT

EFsr = & (rar, sam) ESut + & (rar, s2n) ESor + € (pat, samy ESat + & (rat, snwy Esnw +
& (r41, POP) EPDP + EZ7

EFnw = € enw, snwy ESnw + € enw, som) ESor + & (enw, samy ESaT + € enw, sam)
ESst+ € (enw, poP) EPoP + EZT

EQDP = £ (qop, por) EPop + € (QDP, s21) ES2T + € (QDP, 31) ES3T + € (QDP, s41) ESaT +
& (Qop, snw) Esnw + EZ7
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Other input supply to export greasy wool shipment sectors

(A2.208) EZnm = g@znm, unmy(Eunm — tzam)
(A2.209) EZrm = gzem, urmy(EUrm — tzrm)
(A2.210) EZmm = gzmm, ummy(EUmm — tzmm)
(A2.211) EZgwm = g@zam, uem)(EUsm — tzem)

Other input supply to export carbonised wool shipment sector

(A2.212) EFcg = grcs, sce)(EScs — trer)

Other input supply to export scoured wool shipment sectors

(A2.213) EFns = grns, sns)(ESns — tens)
(A2.214) EFrs = grs, srs)(ESrs — trrs)
(A2.215) EFwms = grms, sms)(ESms — trms)
(A2.216) EFgs = g(ss, ses)(ESss — tras)

Other input supply to export wool tops shipment sectors

(A2.217) EFer = gr, sem)(ESFr — trer)
(A2.218) EFmt = gmt, smm)(ESmT — trmt)
(A2.219) EFgr = graT, se1)(ESeT — traT)
(A2.220) EFnE = gFne, sne)(ESNE — tene)

Output constrained input demand of export greasy wool shipment sectors

(A2.221) EZyw = 77 zaw, uzw) EUsw + 7 (zaw, unmy Eunm + EQaw
(A2.222) EZnm= 77 znm, utw) EUtw + 77 zam, unmy Eunm + EQaw
(A2.223) EZw = 17 zow, uzw) EUaw + 77 (zow, urm) EUrm + EQow
(A2.224) EZem = 17 zem, uzw) EUow + 77 (zem, urmy EUrm + EQow
(A2.225) EZaw = 77 (zaw, usw) EUsw + 77 (zaw, umm) Eumm + EQaw
(A2.226) EZpm = 17 (zmm, usw) EUsw + 77 zmm, ummy Eumm + EQaw
(A2.227) EZaw = 17 zaw, usw) EUsaw + 77 (zaw, usm) EUsm + EQaw
(A2.228) EZgm = 17 (zem, uaw) EUaw + 77 zBm, uBm) EUsm + EQaw

Output constrained input demand of export carbonised wool shipment sectors

(A2.229) EFcw = 77 Fcw, scw) EScw + 77 (Few, sce) ESce + EQcw
(A2.230) EFcg = 77 (ecB, scw) EScw + 77 (ecB, sce) EScs + EQcw
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Output constrained input demand of export scoured wool shipment sectors

(A2.231)
(A2.232)
(A2.233)
(A2.234)
(A2.235)
(A2.236)
(A2.237)
(A2.238)

EF1s = 77 (r1s, s15) ES1s + 77 (F1s, sns) ESns + EQ1s
EFns = 77 (ens, s15) ES1s + 77 (s, sns) ESns + EQus
EF2s = 77 (Fs, s25) ES2s + 77 (r2s, sFs) ESks + EQas
EFes = 77 (rFs, s25) ESos + 77 (s, srs) ESks + EQas
EFss = 77 (ras, sas) ESss + 77 (r3s, sms) ESms + EQss
EFms = 77 (Fms, sas) ESas + 77 (ems, sms) ESms + EQss
EF4s = 77 (as, sas) ESas + 77 (ras, ses) ESes + EQus

EFgs = 77 (ras, sas) ESas + 77 (¢Bs, sBs) ESes + EQus

Output constrained input demand of export wool top shipment sectors

(A2.239)
(A2.240)
(A2.241)
(A2.242)
(A2.243)
(A2.244)
(A2.245)
(A2.246)

EFar = 77 kot s2r) ESot + 77 (ror, sy ESer + EQar

EFer = 77 (rer, som) ESot + 77 ke, sem) ESer + EQor

EFst = 77 (rat, 531 ESsT + 77 (a7, smm) ESmt + EQar
EFmT = 77 (T, s3m) ESsT + 77 (e, smm) ESmt + EQsr
EFst = 77 (FaT, sa) ESat + 77 (Fat, s8T) ESeT + EQUt
EFgr = 77 (T, sa1) ESat + 77 (FBT, s81) ESeT + EQar
EFnw = 77 (enw, snw) ESnw + 77 enw, sne) ESne + EQnw

EFne = 77 (enE, snw) ESnw + 77 (ene, sne) ESne + EQnw

Export greasy wool shipment sector equilibrium

(A2.247)
(A2.248)
(A2.249)
(A2.250)

Epiw = KzawEuiw + kznmEUNM
Epaw = KzawEUaw + KzemEURMm
Epsw = KzawEUsw + KzmmEUMM

Epsw = kzawEUaw + kzsmEUgwm

Export carbonised wool shipment sector equilibrium

(A2.251)

Epcw = KrewEScw + KecsESce

Export scoured wool shipment sector equilibrium

(A2.252)
(A2.253)
(A2.254)

Epis = KrisESis + KensESns
Epas = KrasESas + KrrsESks
Epss = KrasESss + KemsESms
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(A2255) Ep4s = k|:4sES45 + kFBSESBS

Export wool tops shipment sector equilibrium

(A2.256) Epar = KeatESor + KeprESer
(A2.257) Epst = KratESat + KemTESMT
(A2.258) Epat = KratESat + KegTESET
(A2.259) Epnw = KenwESnw + KeneESKE

Other input supply to lamb and mutton marketing sectors

(A2.260) EZi =gz, uiy(Euw —tzar)
(A2.261) EZ, = gL, uan)(EUaL — tza1)
(A2.262) EZim = gzim, uim)(EUim — tzim)
(A2.263) EZom = gzam, uam)(Elom — tzom)

Output constrained input demand of lamb and mutton marketing sectors

(A2.264) EZig = 17 zie,uie) EULe + 77 zie, uiy Eul + EQLe
(A2.265) EZi =177 @i, uLe) EULE + 77 (1L, vty EunL + EQue
(A2.266) EZ.p= 1 @b, uLp)EUib + 77 zLp, uar) EUz + EQLp
(A2.267) EZy =1 o, uip)EUip + 77 za1, U2y EUz + EQLp
(A2.268) EZwmp = 77 zmp, ump) EUmp + 77 (zmp, uzmy Elam + EQuip
(A2.269) EZom = 77 zam, ump) EUmp + 77 (zom, uamy Euzm + EQup
(A2.270) EZwe = 77 @zme, ume) Eume + 7 (zme, uimy Euim + EQume
(A2.271) EZim = 77 zim, ume) EUve + 77 (zam, uim) EUim + EQume

Lamb and mutton marketing sectors equilibrium

(A2.272) Epie = KzLeEULe + Kz Eug
(A2.273) Epip = kzipEurp + kzo Eug
(A2.274) Epwmp = kzmpEUmp + KzamEU2m
(A2.275) Epme = kzmeEume + KzzmEuim

Origin of live sheep exports

(A2.276) EQse = Py7eEY7e + PyseEYse + ByoeEYee
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Export demand for Australian greasy wool

(A2.277) EQuw = 77 @uw, paw)(EP1w — Noaw)
(A2.278) EQaw = 77 2w, p2w)(EP2w — Ngow)
(A2.279) EQaw = 77 aw, paw)(EPaw — Ngaw)
(A2.280) EQaw = 17 (Qaw, paw)(EPaw — Nqaw)

Export demand for Australian carbonised wool

(A2.281) EQcw = 77 cw, rcw)(EPcw — Nocw)

Export demand for Australian scoured wool

(A2.282) EQis = 77 (qus, r1s)(EP1s — Nq1s)
(A2.283) EQas = 17(qzs, p2s)(EP2s — Nqos)
(A2.284) EQss = 17 (qss, pas)(EPss — Nqas)
(A2.285) EQus = 17 (qas, pas)(EPas — Nqas)

Export demand for Australian wool tops

(A2.286) EQat = 17(qzt, p2)(EP2T — NQ2T)
(A2.287) EQsr = 77 (qar, pam)(EPat — Ngar)
(A2.288) EQar = 17 (qat, pat)(EPaT — NoaT)

Export demand for Australian noils/other wool

(A2.289) EQnw = 77 @nw, pnw)(EPNw — Nonw)

Domestic demand for LSP wool

(A2.290) EQop = 77 op, por)(EPDP — NgDP)

Export demand for Australian lamb and mutton

(A2.291) EQie = 77(qLe, rLE)(EPLE — NqLE)
(A2.292) EQwe = 77 ome, pme)(EPME — Nome)

Export demand for Australian live sheep

(A2.293) EQse = 7 (qst, pse)(EPse — Nose)
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Domestic retail demand for Australian lamb and mutton

(A2.294) EQup = 77 qLp, rLo)(EPLD — NgLb) + 77 (LD, PMD)(EPMD — NoMD)
(A2.295) EQwmb = 77 Qmp, PLD)(EPLD = NoLb) *+ 77 (@mb, PMD)(EPMD — NomD)

The Equilibrium Displacement Model with Integrability Conditions

Input supply to farm enterprises

(A2.1)  EXi = gp wiy(EWi — tx)

(A2.2)  EXiw = grxaw, wiw)(EWiw — txaw)
(A2.3)"  EXa3 = gxz3, w2z)(EWas — tx23)

(A2.4)  EXaw = gxaw, w2iw)(EWaiw — txa1w)
(A2.5)  EXaiw = gxaw, waiw)(EWsiw — txaiw)
(A2.6)" EXazz=PBxaEXar + BxaiEXa

(A2.7)"  EXiss = g(xas, was)(EWas — txas)

(A2.8)  EXaw = gxarw, warw)(EWarw — txaiw)

(A2.9)  EXsiw = gxsiw, wsiw)(EWsiw — txsiw)
(A2.10)" EXiss = BxarEXa + Pxs1EXs1
(A2.11)" EXe1 = gxe1, we1)(EWe1 — txe1)
(A2.12) EXew = gxe1w, werw)(EWs1w — txs1w)
(A2.13)" EXy1 = gxr1, wra)(Ewr — tx71)
(A2.14)  EX7w = gxrw, wriw)(EWriw — tx7iw)
(A2.15)" EXg1 = gxs1, ws1)(EWs1 — txs1)
(A2.16)" EXgiw = gxaiw, weiw)(EWsiw — txsiw)
(A2.17)"  EXo1 = gxo1, wa1)(EWo1 — txe1)

(A2.18)" EXoww = gxorw, worw)(EWerw — txorw)

Output constrained input demands of farm enterprises

(A2.19) EXi=-Kkxiwo (xz, xaw) EW1 + Kxawo (x1, xaw)EWiw + EY1
(A2.20) EXiw = Kx10 (x1, xiw)EW1 — Kx16 (x1, xiw)EWaw + EY1

(A2.21)"  EXa1 = - Kx21wo (x21, x21w) EWa23 + Kx21wo (x21, xo1w)EW2iw + EY?2
(A2.22)  EXaw = kx216 (x21, x21w)EW23 — Kx216 (x21, x21w)EW21w + EY2
(A2.23)" EXa1 = - Kxaiwo (xa1, xaiw) EW23z + Kxziwo (xa1, xaiw)EWaiw + EY3
(A2.24)  EXaziw = kx310 (x31, x31w)EW23 — Kx316 (x31, x31w)EWaiw + EY3
(A2.25)"  EXu1 = - Kxa1wo (xa1, xarw) EWas + KxarwG (xa1, xatw)EWa1w + EY4
(A2.26)" EXaw = kxa10 (xa1, xa1w)EWas — Kxa16 (xa1, xa1w)EWa1w + EY4

(A2.27)"  EXs1 = - Kxs1wo (xs1, x51w) EWas + Kxs1wo (xs1, xs1w)EWs1w + EY's

106



(A2.28)’
(A2.29)’
(A2.30)’
(A2.31)’
(A2.32)’
(A2.33)’
(A2.34)’
(A2.35)’
(A2.36)’

EXsiw = Kxs16 (x51, x51w)EWa5 — Kx516 (51, x51w)EWs1w + EY's
EXe1 = - Kxe1w0 (x61, x61w) EWs1 + Kxs1wo (x61, x61w)EWe1w + EY's
EXe1w = Kx610 (x61, x61w)EWe1 — Kx616 (x61, x61w)EWs1w + EY's
EX71 = - Kx7awo (x71, x7aw) EW71 + Kx71wo (x71, x71w)EWrnw + EY7
EX71w = Kx716 (x71, x71w)EW71 — Kx710 (x71, x71w)EWrw + EY7
EXg1 = - Kxgiwo (xa1, xs1w) EWs1 + Kxgiwo (xs1, xstw)EWsiw + EYg
EXgiw = Kxg16 (xs1, xs1w)EWs1 — Kxg16 (xs1, xstw)EWeiw + EYs
EXo1 = - Kxo1aw0 (xo1, xo1w) EWo1 + Kxo1wo (a1, xo1w)EWaiw + EYg

EXoiw = Kx916 (x91, xa1w)EWo1 — Kx916 (a1, xo1w)EWarw + EYg

Farm enterprise equilibriums

(A2.37)’
(A2.38)’
(A2.39)’

(A2.40)’
(A2.41)’
(A2.42)’
(A2.43)’
(A2.44)’
(A2.45)’
(A2.46)’
(A2.47)’
(A2.48)’
(A2.49)’
(A2.50)’

(A2.51)’

kx1EX1 + KxawEXiw = yviswEY1sw + yv1swEY1aw + yy1t EY 1+ yvimEYim
kx1Ew1 + KxawEWaw = yviswEVisw + YviawEViaw + Yy1 EViL+ yyimEVim

kx21EX21 + KxoawEXoiw = yy2aiwEYaiw + yv2owEYoow + yvaswEYasw +
Yy2LEYaL + yvamEYom

kx21EW23  +  KxoawEW21iw = yyvaawEVaaw  + yvaowEVaow  + yyvaswEVasw
+Yv2LEVaLt+ yyamEVom

kx31EX31 + KxaiwEXsiw = yyaiwEYaiw + yyvaawEYaow + yvasswEYzaw +
Yy3LEYaL + yvamEY3m

kx31EW23 + KxsiwEWs1w = yyaiwEVaiw + YvaawEVaow + YvaswEVasw +yva EVaL
+ YvamEVam

kxa1EXa1 + KxatwEXaiw
YyaLEYaL + yvamEYam

YyawEYaw + yvaowEYaow + yvaswEYasw +

kxa1EWss +  KxatwEWaiw = yvaawEVaw +  yvaowEVaow +  yvaswEVasw
+YvaLEVaL+ yyamEVam

kxs1EXs1 + KxsiwEXsiw
YysLEYsL + YvsmEYsm

YysiwEYsiw + yysawEYsow + yysawEYsaw +

kxs1EWas + KxsiwEWs1w = yysiwEVsiw + YysawEVsow + YvsswEVssw +yys EVse
+ YvsmEVsm

kx61EXe1 + KxetwEXeiw = YvetwEYesiw + YveowEYeow + YveswEYesw +
YysLEYeL + YveMEYem

kxs1EWe1 + KxetwEWetw = vyveiwEVeiw +  yveowEVeaw +  YveswEVesw
+YveLEVeLt YyemEVem

kx71EX71 + KxmiwEXnw = yviwEY7w + yvrowEY7ow + yyrswEY7aw +
vy7eEY7E + yviMEY 7m

kx71EW71 + Kx71wEW71w = yyrwEV7iw + yy7awEV7ow + yy7swEV7aw +yy7eEpse
+ yv7mEVIm

kxsiEXs1 + KxstwEXeiw = YveiwEYsiw + YveowEYsow + YvsswEYssw +
YyseEYse + YvamEYewm
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(A2.52)’
(A2.53)’

(A2.54)’

kxs1EWs1 + KxgiwEWs1w = yysiwEVeiw + yysawEVeow + YysswEVsaw +yyseEpse
+ YvamEVam

kx91EXo1 + KxotwEXoiw = yvoawEYow + yYvoowEYow + YvoswEYoaw +
YyoeEYoe + YvomEYom

kxo1tEWo1 + KxotwEWoiw = yveawEVoiw +  YvoowEVoow +  YvoawEVosw
+Yv9eEPset YvomEVom

Input constrained output supply of farm enterprises

(A2.55)’
(A2.56)’
(A2.57)’
(A2.58)’

(A2.59)’

(A2.60)’

(A2.61)’

(A2.62)’

(A2.63)’

(A2.64)’

(A2.65)’

(A2.66)’

(A2.67)’

EYisw = - (YvuawTivizw, viaw) + YyicTevisw, vin) + YvimTevasw, vimy)EVisw +
Yy1awTey1aw, Yiaw)EViaw + Yviiteviaw, yinEViL + Yyimteviaw, vaimEVim + EXy

EYwuw = - (yviswtivisw, viaw) + YyicTeviaw, vin) + YvimTeviaw, vimy)EViaw +
Yy13wTeyaw, yiaw)EViaw + Yviiteyiaw, yinEViL + Yyimteviaw, vaimEVim + EXy

EYie = - (yviswtovisw, vin + YyuawTiviaw, vin) + YvimTevie, vimy)Evie +
Yy1awTeyaw, YinEViaw + Yyuawteyiaw, yinEViaw + Yyimtevie, vaimEVim + EXy

EYim = - (Yviswtvisw, vimy + YyiawTiviaw, vimy + YyicTevie, vim)Evim +
Yy1awTeyaw, Yim)EViaw + Yy1awteyaw, yam)EViaw + yviitevie, vamEVie + EXy

EYaw = - (yvaawtevaiw, vaow) + YvaawTevaiw, vasw) + YvouTevaiw, vou) +
TyamTeyaiw, Yam)EVaiw + yy2owtivaiw, y2ow)EVaow + Yv2awteyaiw, y2aw)EVaaw +
YyaLTey2iw, Y20 EVaL+ yyamtevaiw, vamyEVam + EXo

EYow = - (yvawtevaiw, yaowy) + YvaawTeyzow, vzaw) + YvauTevaew, vou) +
TyamTiy2aw, Yam)EVoow + yyaiwtivaiw, y2ow)EVaiw + Yv2awTevaow, y2aw)EVaaw +
YyaLTy22w, Y2U) EVaL+ yyamtev2ow, vam)EVam + EX;

EYoaw = - (yvawTevaiw, vzaw) + YvaawTevzow, vasw) + YvauTevaaw, vou) +
YyamTiy2aw, Yam)EVaaw + yyaiwtivaiw, y2sw)EVaiw + Yv2awTey2ow, y2aw)EVoow +
Yy2LT(y23w, Y2 EVaL+ yyamtyasw, vamyEVam + EXo

EY, = - (YY21WT(Y21W, vaL) t Yy2awTey2ow, you) T YyaswTv2sw, yau) t yYvamTevaL,
vam)EVoL + yvarwTevaiw, vauEVaiw + yvoowTivaow, vouEVaoow + Yy2swTevasw,
v20)EV2awt YyamtevaL, yamy)EVam + EXo

EYom = - (yv2iwTevaiw, vamy + Yy2owTevaow, Yamy + Yy2swTey2aw, Yamy + Yy2uTeval,
Y2M))EV2M + YyaiwTy2iw, Y2M)EV21W + Yvy2awT(y2aw, Y2M)EV22W + Yvy23wT(y23w,
vamEVaawt YyaLtevar, yamyEVam + EX;

EYaiw = - (yvaowTevaiw, vaow) + YvaawTevaiw, vssw) + YvalTevaiw, vay) +
YyamTeyaiw, vamy)EVaiw + YyaowTevaiw, vaow)EVaaw + YysawTvaiw, yasw)EVasw +
YYaLT(Y31w, YL EVaLt YyamTeyaiw, vam)EVam + EX3

EYsow = - (yvaiwtovaaw, vzaw) + YysawTevaaw, vasw) + YyaLTevsew, vay) +
YY3mMT(Y32w, Y3M))EV32W + Yvy3iwT(ysiw, Y32W)EV31W + Yvy33wTevsaw, Y33W)EV33W +
Yy3LTey32w, YL EVaLT Yyamtevaaw, yamyEVam + EX3

EYssw = - (yvawTevaiw, vssw) + YvsawTevaaw, vasw) + YvaLTevaaw, vsy) +
YyamTeyaaw, vam)EVasw + YyaawTevaiw, vasw)EVaiw + YysawTvaow, vasw)EVaow +
YY3LT(Y33w, Y3LEVaLt YyamTvasw, vam)EVam + EX3

EYsL = - (yvaawTevaiw, vau) + YyaawTeyaaw, ) + YvaswTvasw, YaL) + YyamT(vaL,
Y3M))EV3L + Yy3iwT(ysiw, Y3L)EV31W + Yy3awT(ysaw, Y3L)EV32W + Yv33wT(yssw,
v3EVaawt Yyamt(vaL, yam)EVam + EX3
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(A2.68)’

(A2.69)’

(A2.70)’

(A2.71)’

(A2.72)’

(A2.73)’

(A2.74)’

(A2.75)"

(A2.76)’

(A2.77)’

(A2.78)’

(A2.79)’

(A2.80)’

(A2.81)’

EYsuw = - (YY31WT(Y31W, vam) t YysawT(ysaw, Yam) t YyaswT(yasw, yam) t YvaLT(vaL,
vam)EVam + yyaiwtivaiw, vam)EVaiw + YyzowTivaow, vam)EVaow + YvaawTeyaaw,
vam)EVaswt YyaLtevaL, vam)EVam + EX3

EYaw = - (yvaowTevaiw, vaow) + YvaswTevaiw, vasw) + YvalTevaiw, vay) +
YyamTiyaiw, Yam)EVaiw + yyaowtivaiw, vaow)EVaow + Yvazwtevaiw, vasw)EVazw +
YYALT(Y41w, YL EVaLt Yyamtovaiw, vamEVam + EX4

EYaow = - (yvawtevaiw, vaow) + YvaswTevaew, vasw) + YvalTevaw, vay) +
YyamTivaaw, Yam)EVaow + Yyaiwtivaiw, yaow)EVaiw + YvaswTevaow, vaaw)EVazw +
YvaLTevaaw, vauEVaLt yyvamtivaow, vam)EVam + EX4

EYasw = - (yvawTevaiw, vasw) + YvaowTevazw, vasw) + YvalTevasw, vay) +
YyamTyasw, Yam)EVazw + yyaiwtivaiw, vasw)EVaiw + Yvaawtevaow, vasw)EVaow +
YYaLT(v43w, YL EVaLt Yyamtvasw, vamEVam + EX4

EYs = - (’YY41WT(Y41W, vaL) t YyaawTevaow, var) T YvaswTvasw, vaL) t YvamTvaL,
Y4M))EV4L T YvarwT(vaw, Y4L)EV41W + YvaawT(vaaw, Y4L)EV42W T Yva3wT(yasw,
v EVaswt Yyamtvac, vamEVam + EXq4

EYsm = - (YY41WT(Y41W, vam) T YvaawTvaaw, Yam) 1 YvaswTivasw, vam) T YvaLT(vaL,
Y4M))EV4M T YyawTyaiw, Y4M)EV41W T YyaawT(yaaw, Y4M)EV42W + YvaswTivasw,
vam)EVaaw+ yyarTevaL, vamEVam + EXq

EYsiw = - (yvsowTeysiw, vsaw) + YvsawTeysiw, vsaw) + YysLTvsiw, ysb) +
YYsMT(Y51W, Y5M))EV51W + YysawT(ysiw, Y52W)EV52W + YysawTeysiw, Y53W)EV53W +
YysLT(Ys1W, YsL)EVsLF Yysmteysiw, vsm)EVsm + EXs

EYsow = - (yvsiwTevsiw, vsaw) + YvsawTeysaw, vsaw) + YysiTevsaw, ysu) +
YysmTiysaw, Ysm)EVsaw + yysiwtysiw, ysow)EVsiw + YysawTeysaw, ysaw)EVsaw +
YysLT(Y52w, YsL)EVsLF YysmTeysaw, vsmyEVsm + EXs

EYsaw = - (yvsiwtevsiw, vsaw) + YysawTevsaw, vssw) + YysLTevsaw, vsu) +
YY5MT(Y53W, Y5M))EV53W + YysiwT(ysiw, Y53W)EV51W + YysawTevsaw, Y53W)EV52W +
YYsLT(Y53w, Y5L)EVsL+ YysmTysaw, vsm)EVsm + EXs

EYsL = - (yvsawTevsiw, vsu) + YysawTeysaw, ysi) + YysswT(yssw, Ysu) + YYsMT(YSL,
Y5M))EV5L + YysiwT(ysiw, Y5L)EV51W + YysawT(ysaw, Y5L)EV52W + YvsawT(ysaw,
vsL)EVsawt YysmT(vseL, ysm)EVsm + EXs

EYsm = - (YY51WT(Y51W, vsM) T YvsawTysaw, ysm) T YysawT(yssw, ysm) + YysLT(ysL,
vsM)EVsm + yysiwTevsiw, ysmyEVsiw + YysawTvsaw, vysmyEVsaw + YysawT(vsaw,
vsM)EVsawt YysLT(vsL, ysm)EVsm + EX5

EYsiw = - (yveowToverw, veaw) + YveawT(veiw, vesw) + YveLT(veiw, veL) +
YYsMT(Y61W, Y6M))EV61W + Yve2wT(ye1w, Y62W)EV62W + Yve3wT(veLw, Y63W)EV63W +
YyeLT(ye1w, YeL)EVeLT YyemTiveiw, yem)EVem + EXg

EYeow = - (yvewTveiw, veaw) + YveawT(veaw, vesw) + YveLT(veaw, ver) +
YyemTeveaw, Yem)EVeow + YyeiwTeveiw, veaw)EVeiw + YyesawT(veaw, yeaw)EVesw +
YyeLT(Ye2w, YeL)EVOL+ YyemT(veow, yem)EVem + EXe

EYsaw = - (yveiwToveiw, veaw) + YveawT(veaw, vesw) + YveLT(veaw, veL) +
YYsMT(Y63W, Y6M))EV63W + Yve1wT(ye1w, Y63W)EV61W + Yve2wT(ve2w, Y63W)EV62W +
YyeLT(ye3w, YeL)EVeLT YyemTveaw, yem)EVem + EXg
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(A2.82)’

(A2.83)’

(A2.84)’

(A2.85)’

(A2.86)’

(A2.87)"

(A2.88)’

(A2.89)’

(A2.90)’

(A2.91)’

(A2.92)’

(A2.93)’

(A2.94)’

(A2.95)’

EYeL = - ('YY61WT(Y61W, veL) t YyeawTeyeaw, Y6L) T YveswT(vesw, veL) + YvyemT(veL,
veM)EVeL + YverwTeveiw, veL)EVeiw + YveowT(veaw, veL)EVeow + YyeawT(vesw,
veL)EVeawt YyemTveL, vem)EVem + EXe

EYem = - (YverwT(veiw, yem) + YveawTeveaw, vem) + YyeawTeyeaw, vem) + YyeLT(veL,
veM)EVem + vyeiwTiveiw, Yem)EVeiw + YysawTeveow, Yem)EVeow + YveawT(yeaw,
veM)EVeawt YyeLT(veL, yem)EVem + EXg

EY7nw = - (yvoawteyraw, yrowy + YyvzawTeyziw, vzawy) + Yy7eT(vriw, v7E) t
YYTMT(Y71W, Y7M))EV71W + YyrawTviw, Y72W)EV72W + Yy7awTevraw, Y73W)EV73W +
YY7ET(Y71W, Y7E)EPSE® YyimMTey7aw, yom)EVam + EX7

EY7ow = - (yvrwteyraw, yrow) + YyvzawTevraw, yrsw) + YyreTevraw, vre) +
Tyimteyaw, YIm)EVzaw + yyrwtvraw, yrow)EVaaw + yyzawteyzaw, yzaw)EVzaw +
YY7ET(Y72W, Y7E)EPSET Yv7mToy7aw, yim)EVam + EX7

EY7aw = - (yvrwteyraw, yzawy) + YyvzawTeyzaw, vzaw) + Yy7eT(v7aw, v7E) t
YYTMT(Y73W, Y7M))EV73W + YyrwTyriw, Y73W)EV71W + YyrawTevraw, Y73W)EV72W +
YY7ET(Y73W, Y7E)EPSE® Yy7MTey73w, yom)EVam + EX7

EY7e = - (yyvrwtyriw, y7e) + YyrawTevzaw, Y7E) + Yy7swT(y7aw, Y7e) + YY7MT(YTE,
yiM)EPse + yyrwtyriw, v7e)EV7iw + yyrawtivrow, v7e)EVow + Yy7zawTey7aw,
v7E)EV73wt Yyrmtve, yamyEVam + EX7

EYm = - (YY71WT(Y71W, y7my t YyrawTyzaw, YoMyt YyzawTyzaw, Yomy t YY7ET(YTE,
yim)EVam + yyrwtyriw, yimEVaw + Yyzowtvraw, yimyEVow + YyzawTerzaw,
y7m)EV7awt Yv7eT(v7E, yIM)EV7E + EX7

EYaiw = - (yveawT(veiw, vsow) + YveawTeveiw, vssw) + YveeT(veiw, veg) +
TyamTiysiw, Yam))EVeiw + Yysowt(vsiw, yeow)EVeow + YveawTeysiw, yeaw)EVesw +
YY8ET(Y81W, Y8E)EPSET YvamT(ysiw, yam)EVem + EXg

EYsow = - (yvasiwtoveiw, vsaw) + YvsawTveaw, vssw) + 7YvyseTevsaw, vee) +
TyamTvaaw, Yam))EVeaw + Yysiwtvsiw, yeow)EVeiw + YveawT(yvsaw, yeaw)EVeaw +
YY8ET(Y82w, Y8E)EPSET YvamT(vsaw, yam)EVem + EXg

EYsaw = - (yvsiwTeveiw, vsaw) + YvsawTvsaw, vssw) + 7YvseTevsaw, vee) +
YYsmT(Ys3w, Y8M))EV83W + YvysiwT(ysiw, Y83W)EV81W + YvsawT(ysaw, Y83W)EV82W +
YyseT(v83w, YsE)EPseF YyemT(vesw, yam)EVem + EXg

EYe: = - ('YYSlWT(Y81W, v8E) T YysawT(vsaw, Y8E) T Yvy83wT(vs3w, YsE) T YysmT(vsE,
vam))EPse + yvsiwTivsiw, vse)EVeiw + YysowTevsaw, vse)EVeow t+ YvsawT(vesw,
veE)EVeawt YysmT(vee, yam)EVem + EXg

EYsm = - (YvsiwT(vaiw, vam) + YysawTivsaw, Yam) + YysawT(ysaw, Yem) + YYSET(YSE,
Y8M))EV8M + Yvs1wT(ysiw, Y8M)EV81W + YvsawT(ysaw, Y8M)EV82W + Yvs3wT(ysaw,
vem)EVeawT YvseT(vsE, yam)EVee + EXg

EYoaw = - (yveowTevaiw, voow) + YveawTevoiw, vosw) + YvoeTvoiw, vog) +
YyomTeyarw, Yom)EVarw + YyoowTevaiw, yoow)EVaaw + YyaawTverw, yosw)EVesw +
YY9ET(Y91w, YOE)EPSET YvomT(varw, yom)EVam + EXg

EYoow = - (yvoiwTvoaw, voow) + YvoawTeveaw, vosw) + YyoeTeveaw, vog) +
YYomT(Yo2w, Y9M))EV92W + YyorwT(yoiw, Y92W)EV91W + YvyoswTvozw, Y93W)EV93W +
YyoET(Yo2w, YOE)EPSEF YyomTeveow, yom)EVom + EX

110



(A2.96)’

(A2.97)’

(A2.98)’

EYoaw = - (yvoiwTevoriw, voaw) + YvoowTeveaw, vosw) + YyoeTeveaw, vog) +
YyomTyoaw, Yom))EVaaw + YyorwTivoiw, yosw)EVaiw + YveawTeveow, yeaw)EVeow +
YY9ET(YI3W, Y9E)EpSE+ YYIMT(Y93W, Y9M)EV9M + EXo

EYoe = - (YvorwT(voiw, yoe) + YvoowT(vezaw, YoE) + YyoswT(yoaw, YoE) + YYoMT(YE,
vyomM)EPse + YyorwT(vorw, voE)EVerw + YyoowTivoow, vee)EVeow + YyeawT(vasw,
voE)EVazwt YyomT(vee, yam)EVem + EXg

EYom = - (YY91WT(Y91W, yom) t YyoawT(yoaw, Yom) t YyoswT(yasw, Yom) + YYoET(Y9E,
vom)EVom + yyorwTivoiw, yom)EVaiw + YyoowTeveow, yom)EVeow + YveawTevesw,
yom)EVaawt YveeT(veE, yam)EVee + EXg

Other input supply to wool warehouse sectors

(A2.99)’

(A2.100)’
(A2.101)’
(A2.102)’

EYnm = gvam, vimy(EVm — tynm)
EYsm = gvem, vem)(EVem — tvem)
EYmm = gcvmm, vamy(EVmm — tymm)

EYem = gcvem, vem)(EVem — tyrm)

Other input supply to lamb and mutton slaughtering/processing sectors

(A2.103)’
(A2.104)’

EYsL = grvsL, vsu)(EVsL — tysy)

EYsm = grvsm, vsmy(EVsm — tysm)

Output constrained input demand of wool warehouse sectors

(A2.105)’
(A2.106)’
(A2.107)’

(A2.108)’

(A2.109)’

(A2.110)’

EY 14w = - Kynmo (v1aw, yamy EViaw + Kynmo (viaw, ynmEVam + EZ
EYnm = Ky1awo (v1aw, ynm)EViaw — Ky1awG (v1aw, yam)EVNM + EZ

EY2aw = - (Kyawwo (21w, v3iw) T Kysiwo (y2iw, vaiw) t Kysiwo (21w, vsiw) T
Kys1wo (21w, veiw) t Ky71wo (y2iw, yriw) t Kygiwo (21w, vsiw) t Kvoiwo (21w,
voiw) t Kyrmo (Y21w, YFM))EV21W + Kyaiwo (v2iw, vaiw) EVaiw + Kysiwo (Y21w,
vaiw) EVarw + Kysiwo (v21w, ysiw) EVsiw + Kve1wo (v21w, ve1w) EVeiw + Ky7iwo
(v2iw, Y7iwy Evaiw + Kygiwo (v21w, vsiw) EVaiw + Kyoiwo (v21w, yoiw) EVaiw +
Kyrmo (v2iw, yem)EVem + EZ>

EYaiw = - (Ky2iwo (v2iw, vaiw) + Kyaiwo (vaiw, vaiw) + Kysiwo (vaiw, vsiwy +
Kyeiwo (vaiw, veiw) + Ky7awo (vaiw, yziw) + Kysiwo (vaiw, veiw) + Kvoiwo (vaiw,
vorw) + Kyemo (vaiw, yem)EVaiw + Ky2iwo (vaiw, vaiwy EVaiw + Kyaiwo (vaw,
vaiw) EVarw + Kysiwo (vaiw, ysiw) EVsiw + Kyeiwo (vaiw, veiw) EVeiw + Ky7iwo
vaww, 71wy EVzaw + Kysiwo (vaiw, vaiw) EVeiw + Kyoiwo (vaiw, yorw) EVerw +
Kyemo (vaiw, yem)EVem + EZ;

EYaw = - (Ky2iwo (varw, v2iw) + Kyaiwo (vaiw, vaiw) + Kysiwo (vaiw, vsiwy +
Kyeiwo (yaw, veiw) t Ky7iwo (vaw, y7aw) t Kygiwo (ysw, vsiw) t Kyoiwo (41w,
vorw) + Kyemo (vaiw, yem)EVaiw + Ky2iwo (vaiw, v2iwy EVaiw + Kysiwo (vaw,
vaiw) EVaiw + Kysiwo (vaiw, ysiw) EVsiw + Kyeiwo (vaiw, veiw) EVeiw + Ky7iwo
varw, Y7iw) EVzaw + Kysiwo (vaiw, vaiw) EVeiw + Kyoiwo (vaiw, yorw) EVerw +
Kyemo (vaiw, yem)EVem + EZ;

EYsiw = - (kY21WG (vsiw, v2iw) t Kyziwo (vsiw, v3iw) t Kyaiwo (vsiw, vaiw) t
Kyeiwo (51w, veiw) T Ky7iwo (vsiw, Y7aw) t Kygiwo (51w, vsiw) T Kysiwo (Y51W,
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(A2.111)’

(A2.112)’

(A2.113)’

(A2.114)’

(A2.115)’

(A2.116)’

(A2.117)’

voiw) + Kyemo (vsiw, yem)EVsaw + Ky2iwo (vsiw, vaiwy EVoiw + Kyaiwo (ysiw,
vaiw) EVaiw + Kyaiwo (vsiw, vaiwy EVaiw + Kyeiwo (vsiw, veiwy EVeiw + Ky7iwo
vsiw, y7iw) EVzaw + Kveiwo (vsiw, veiw) EVeiw + Kyaiwo (vsiw, yoiw) EVerw +
Kyrmo (vsaw, yem)EVem + EZ>

EYeaiw = - (Ky2iwo (ve1w, v2iw) T Kysiwo (ve1w, y3iw) t Kyaiwo (Y61w, vaiw) T
Kysiwo (61w, Y51w) T Ky71wo (61w, y7iw) t Kygiwo (ve1w, vsiw) t Kvoiwo (Y61W,
voiw) t Kyrmo (Y61W, YFM))EV61W + kyaiwo (veiw, y2iw) EVaiw + Kysiwo (YBIW,
vaiw) EVaiw + Kvaiwo (ve1w, v4iw) EVaiw + Kysiwo (ve1w, ysiw) EVsiw + Ky7iwo
(veiw, Y7iw) EVaaw + Kygiwo (ve1w, Ysiw) EVaiw + Kyoiwo (ve1w, Yoiw) EVaoiw +
Kyrmo (verw, yem)EVEm + EZ>

EY7w = - (Ky2iwo (y7iw, va2iw) t Kysiwo (Y7iw, vaiw) t Kyaiwo (Y71w, vaiw) T
Kysiwo (Y71w, Ysiw) t Kysiwo (Y71w, veiw) t Kygiwo (y7iw, vsiw) t Kvoiwo (Y71W,
voiw) t Kyrmo (Y71W, YFM))EV71W + kyaiwo (v7iw, y2iw) EVaiw + Kysiwo (Y71W,
vaiw) EVaiw + Kvaiwo (v71w, v4iw) EVaw + Kysiwo (v71w, ysiw) EVsiw + Kysiwo
(v71w, veiw) EVeiw + Kygiwo (v71w, Ysiw) EVaiw + Kyoiwo (v71w, yoiw) EVaiw +
Kyrmo (vraw, yem)EVem + EZ>

EYaiw = - (Ky2iwo (vsiw, v2iw) + Kyaiwo (veiw, vaiwy + Kvaiwo (veiw, vaiw) +
Kysiwo (v81w, Ysiw) t Kysiwo (vsiw, veiw) t Ky71wo (vs1w, Y7iw) t Kvoiwo (81w,
voiw) t Kyemo (veiw, yrm))EVaiw + Ky2iwo (veiw, v2iwy EVoiw + Kyaiwo (veiw,
vaiw) EVaiw + Kyaiwo (veaiw, vaiw) EVaiw + Kysiwo (vaiw, vsiwy EVsiw + Kysiwo
va1w, veiw) EVerw + Ky7iwo (vsiw, y7iwy) EV7iw + Kyeiwo (vaiw, yoiwy EVerw +
Kyrmo (vaiw, yem)EVEm + EZ>

EYoiw = - (Ky2iwo (vorw, v2iw) + Kyaiwo (verw, vaiwy + Kvaiwo (voiw, vaiw) +
Kysiwo (yo1w, Ysiw) t Kysiwo (yoiw, veiw) t Ky71wo (vo1w, Y7iw) t Kvgiwo (Yo1w,
vaiw) t Kyemo (varw, yrm)EVaiw + Ky2iwo (verw, v2iwy EVoiw + Kyaiwo (vaiw,
vaiw) EVaiw + Kyaiwo (voaw, vaiwy EVaiw + KysiwG (voaw, vsiwy EVsiw + Kysiwo
cvorw, verw) EVeiw + Ky7awo (vorw, y7iwy EVziw + Kysiwo (vorw, vsiw) EVeiw +
Kyemo (vorw, yem)EVem + EZ;

EYrm = - (kY21WG (YFM, Y21w) T Ky3iwo (YFM, Y31w) T Kya1wo (YFM, Y41w) T Kysiwo
ovem, vsiw) + Kyeawo (vem, veiw) + Ky7iwo (vem, y7iw) + Kysiwo (vem, vsiw) +
Kvoiwo (YFM, Y91W))EVFM + Ky21wo (YFM, Y2iw) EVarw + Kyaiwo (YFM, Y3iw) EVaiw +
Kvaiwo (YFM, Yaiw) EVarw + Kysiwo (YFM, Y51w) EVs1w + Kys1wo (YFM, Y61w) EVe1w

+ Ky71wo (vem, y7iwy EVraw + Kysiwo (vem, veiw) EVeiw + Kyoawo (vem, yorw)EVerw
+ EZ>

EYaow = - (Kyzowo (v2ow, vaaw) + KyaowS (v2ow, vazw) + Kysowo (v2ow, vsaw) +
Kyeowo (v2ow, veaw) + Ky7owG (v2ow, y7aw) + KysawG (v2ow, veaw) + Kvoowo (v2aw,
voow) + Kymmo (v2ow, ymmy)EVaow + Kyzow (v2ow, vaowy EVaaw + Kyaowo (v2ow,
vazw) EVaaw + Kysowo (v2ow, ysow) EVsaw + KyeawG (v2ow, Yeaw) EVeaw + Ky7owo
cv2ow, y7ow) EVzow + KysowG (v2ow, vaawy EVeaw + Kyoowo (v2ow, yeow) EVeow +
Kymmo (v2ow, ymm)EVum + EZ3

EYaow = - (Ky2owo (v2ow, vaaw) + Kyaowo (vaow, vazw) + Kysowo (vaow, vsaw) +
Kyeowo (vaaw, veaw) + Ky7owo (vaow, y7aw) + KysawG (vaow, veaw) + Kvoowo (vsaw,
voow) + Kymmo (vaow, ymmy)EVaow + Ky2owo (v2ow, vaowy EVoow + Kyaowo (vaow,
vazw) EVaaw + Kysowo (vaow, vsow) EVsaw + KyeawG (vaow, veaw) EVeaw + Ky7owo
vaow, Y7ow) EVow + Kysowo (vaaw, vaawy EVeaw + Kyoowo (vaaw, yeow) EVeow +
Kymmo (vaow, ymm)EVum + EZ3
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(A2.118)’

(A2.119)’

(A2.120)’

(A2.121)’

(A2.122)’

(A2.123)’

(A2.124)’

(A2.125)’

EYaw = - (Ky2awo (vaow, voow) + Kyzowo (vaaw, vaow) + KysowG (vaow, ysow) +
Kyeowo (vaow, yeow) + Ky7awG (vaaw, v7ow) + Kygowo (vaow, vsow) + KyoowG (vaow,
voow) + Kymmo (vazw, ymm))EVaow + Ky2owG (vazw, voowy EVaow + Kyzowo (vaow,
vaaw) EVaow + KysowG (vaow, vsow) EVsow + Kyesow (vaow, veowy EVeow + Ky7owo
va2w, y72w) EVow + Kveawo (vaow, veow) EVeow + KyoawG (vaow, yoowy EVeow +
Kymmo (vazw, ymm)EVmm + EZ3

EYsow = - (Ky2owo (vsow, y2ow) + Kyaowo (vsaw, yaaw) + Kyaowo (vsow, vaw) +
Kyeowo (vsow, veow) + Ky7awG (vsaw, v7aw) + Kysowo (vsow, veaw) + KysowG (vsow,
voow) + Kymmo (vsow, ymmy)EVsow + Ky2owo (vsow, v2owy EVoow + Kyzowo (vsow,
va2w) EVaow + Kyaowo (vsow, vaow) EVaow + KyesowG (vsow, veawy EVeow + Ky7owo
cvsaw, Y7ow) EVzow + Kysowo (vsaw, vaawy EVeaw + KyoowG (vsaw, yoow) EVeow +
Kymmo (vsaw, ymm)EVmm + EZ3

EYeow = - (Ky2rwo (veow, v2ow) + KyzowG (veow, vaaw) + Kyaowo (veow, vazaw) +
Kysowo (veow, ysow) + Ky7awG (veaw, v7ow) + Kysowo (veaw, vsaw) + Kyoowo (veow,
voow) + Kymmo (veaw, ymmy)EVeow + Ky2owo (veow, v2owy EVoow + Kyzowo (veow,
va2w) EVaow + Kyaowo (veow, vaow) EVaow + KysowG (veow, vsowy EVsow + Kyz7owo
veaw, Y7ow) EVow + Kysowo (veaw, vaaw) EVeaw + KyoowG (veaw, yoow) EVeow +
Kymmo (veaw, ymm)EVmm + EZ3

EY7ow = - (Ky2owS (v7ow, v2ow) + KyzowG (v7ow, vaaw) + Kyaowo (vzow, vazaw) +
Kysowo (v7ow, vsow) + KysawG (v7aw, veaw) + Kysowo (v7ow, vsaw) + Kyoowo (v7ow,
voow) + Kymmo vraw, ymmy)EVow + Ky2owo (vrow, v2owy EVoow + Kyzowo (v7ow,
va2w) EVaow + Kyaowo (v7ow, vaow) EVaow + KysowG (v7ow, vsowy EVsow + Kysowo
ovow, veaw) EVeaw + Kysowo (v7ow, vaawy EVeaw + Kyoowo (72w, yoow) EVeow +
Kymmo (v7aw, ymm)EVmm + EZ3

EYsow = - (Ky2owo (veow, v2ow) + KyzowG (veow, vaaw) + Kyaowo (veow, vazw) +
Kysowo (vaow, ysow) + KysawG (veaw, veaw) + Ky7owo (veow, y7ow) + Kyoowo (vaow,
voow) + Kymmo (vaaw, ymm)EVeaw + Ky2owG (vaow, voowy EVoow + Kvaowo (veaw,
v32w) EVaaw + Kyaowo (vsow, yaow) EVaow + KysowG (vsow, ysow) EVsow + Kyeowo
cvaaw, veaw) EVeaw + Ky7owo (veaw, y7ow) EVzaw + Kyoowo (veaw, yoow) EVeow +
Kymmo (vsow, ymm)EVam + EZ3

EYow = - (Ky2owo (voow, v2ow) + KyzowS (voow, vaaw) + Kyaowo (voow, vazw) +
Kysowo (vaaw, vsow) + KyeawO (yoow, veaw) + Ky7awo (voow, v7ow) + Kvaowo (voaw,
vaaw) + Kymmo voow, ymmy)EVaow + Ky2owG (voow, v2owy EVoow + Kyzowo (voow,
v32w) EVaaw + Kyaowo (voow, vaow) EVaow + KysowG (voow, ysow) EVsow + Kyeowo
voaw, veaw) EVeaw + Ky7owo (voow, 72wy EVzow + Kysowo (voow, veaw) EVeaw +
Kymmo (voow, ymm)EVum + EZ3

EYmm = - (Ky2owo (vmm, v2ow) + Kyzowo (vmz, vaow) + KyaowG (ymm, vaow) +
Kysowo (vmm, vsaw) + Kysawo (vmm, yeaw) + Ky7owG (vmm, v7aw) + KysawG (vmm,
vaow) + Kyoowo (vmm, yoow)) EVmm + Ky2owG (vmm, yaow) EVoow + Kyzowo (ymm,
vaaw) EVaow + Kyaowo (vmm, vaowy EVaow + Kysowo (vmm, vsawy EVsow + Kyeowo
(vymm, veaw) EVeow + Ky7awG (vmm, y7owy EVzaw + Kveawo (vmm, vsow) EVeow +
Ky92wo (vmm, Yoow)EVaow + EZ3

EYiaw = - (Ky2swo (vizw, v2aw) + Kyaswo (visw, vasw) + Kyaswo (visw, vasw) +
Kysswo (visw, vsaw) + Kyeawo (visw, veaw) + Ky7awo (viaw, v7aw) + Kvaswo (viaw,
vaaw) + Kygawo (visw, vosw) + Kyemo (visw, yem))EVisw + Kv2swo (visw, vasw)
Evasw + Kyaswo (viaw, y2aw) EVaaw + Kyaswo (visw, vasw) EVasw + Kysswo (visw,
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(A2.126)’

(A2.127)’

(A2.128)’

(A2.129)’

(A2.130)’

(A2.131)’

(A2.132)’

(A2.133)’

vsaw) EVsaw + Kyeawo (viaw, vesw) EVesw + Ky7awo (viaw, y7aw) EVzaw + Kysawo
(v13w, Yaaw) EVaaw + Kyaawo (v1aw, yosw) EVaaw + Kyemo (visw, vem)EVem + EZ4

EYasw = - (Ky1awo (v13w, v2aw) + Kyaswo (v2aw, vaaw) + Kvaswo (v2aw, vasw) +
Kysawo (v2sw, vsaw) + KysawO (v2aw, veaw) + Ky7awo (vaaw, y7aw) + Kysswo (vasw,
vaaw) + Kyoswo (v2sw, voaw) + KyeBmG (v23w, vem))EVaaw + Ky1awo (vizw, v23w)
Evisw + Ky3swo (v23w, vaaw) EVaaw + Kyaawo (v2sw, vasw) EVazw + Kysswo (vaaw,
vsaw) EVsaw + Kyeawo (v2aw, vesw) EVesw + Ky7awo (v2aw, y7awy EVzaw + Kysawo
(v23w, Y8aw) EVaaw + Kyaawo (v2aw, yoaw) EVaaw + Kyemo (v2sw, yem)EVem + EZ4

EYaw = - (Ky1swo (vaaw, viaw) + Ky2swG (v2aw, vaaw) + Kyaswo (vaaw, vasw) +
Kysawo (vasw, vsaw) + KysawO (vasw, veaw) + Ky7awo (vaaw, y7aw) + Kysswo (vasw,
vaaw) + KyoswG (vaaw, vosw) + Kysmo (vasw, yem))EVasw + KvizwG (vasw, viaw)
Evisw + Ky2swo (v23w, vaaw) EVaaw + Kyaawo (vasw, vasw) EVazw + Kysswo (vaaw,
vsaw) EVsaw + Kyeawo (vaaw, vesw) EVesw + Ky7awo (v3aw, y7aw) EVzaw + Kysawo
(v33w, Yaaw) EVaaw + Kyaawo (v3aw, yoaw) EVaaw + Kyemo (vasw, vem)EVem + EZ4

EYaw = - (Ky1awo (vasw, viaw) + Ky2swo (vazw, v2aw) + Kvaswo (vasw, vasw) +
Kysawo (vasw, vsaw) + KysawO (vasw, veaw) + Ky7awo (vasw, yzaw) + Kysswo (vasw,
vaaw) + Kyoswo (vasw, voaw) + KyeBmG (vasw, vem))EVaaw + Ky1awo (vasw, vizw)
Evisw + Ky2swo (vasw, v2aw) EVaaw + Kysawo (vasw, vasw) EVasw + Kysswo (vasw,
vsaw) EVsaw + Kyeawo (vasw, vesw) EVesw + Ky7awo (vasw, y7awy EVzaw + Kysawo
(va3w, Yaaw) EVaaw + Kyaawo (vaaw, yoaw) EVaaw + Kyemo (vasw, yem)EVem + EZ4

EYssw = - (Ky1swo (vsaw, viaw) + Ky2swG (vsaw, v2aw) + Kyzswo (vsaw, vaaw) +
Kyaawo (vsaw, vasw) + KysawO (vsaw, veaw) + Ky7awo (vsaw, y7aw) + Kysswo (vsaw,
vaaw) + KyoswG (vsaw, yosw) + Kysmo (vsaw, yem))EVsaw + KvizwG (vssw, viaw)
Evisw + Ky2swo (vsaw, v2aw) EVaaw + Kysawo (vsaw, vasw) EVasw + Kyaswo (vsaw,
vaaw) EVasw + Kyeswo (vsaw, vesw) EVeaw + Ky7awo (vsaw, y7aw) EVzaw + Kysawo
(v53w, Y8aw) EVaaw + Kyaawo (vsaw, yoaw) EVaaw + Kyemo (vsaw, yem)EVem + EZ4

EYessw = - (Ky1swo (veaw, viaw) + Ky2awo (veaw, v2sw) + Kysswo (veaw, vaaw) +
Kyaswo (veaw, vasw) + Kysawo (vssw, veaw) + Ky7awo (veaw, v7aw) + Kvaswo (veaw,
vaaw) + Kygawo (veaw, vosw) + Kyemo (vesw, yem))EVesw + Kviawo (veaw, visw)
Evisw + Kv2swo (veaw, y2aw) EVaaw + Kysawo (vesw, vasw) EVasw + Kyaswo (vesw,
vaaw) EVaaw + Kysawo (vsaw, veaw) EVsaw + Ky7awo (veaw, y7aw) EVzaw + Kysswo
(v63w, Y8aw) EVaaw + Kyaswo (veaw, vosw) EVaaw + Kyemo (vesw, yem)EVem + EZ4

EY7sw = - (Ky1awo (v7aw, viaw) + Ky2swo (v7aw, v2aw) + Kyzswo (v7aw, vaaw) +
Kyaswo (v7aw, vasw) + Kysawo (v73w, ysaw) + Kysawo (v7aw, vesw) + Kvaswo (y7aw,
vaaw) + Kyoswo (v7aw, yosw) + Kysmo (v7aw, yem))EVzaw + Kviawo (v7aw, viaw)
Evisw + Ky2swo (v7aw, y2aw) EVaaw + Kysawo (v7aw, vasw) EVasw + Kyaswo (v7aw,
vaaw) EVaaw + Kysawo (v7aw, vssw) EVsaw + Kyeawo (v7aw, vesw) EVeaw + Kysawo
(v73w, Ysaw) EVaaw + Kyaswo (v7aw, vosw) EVasw + Kyemo (v7sw, yem)EVem + EZ4

EYsaw = - (Ky1swo (vaaw, viaw) + Ky2awo (veaw, v2sw) + Kysswo (vaaw, vasw) +
Kyaswo (vaaw, vasw) + Kysawo (vssw, vsaw) + KysawG (vsaw, vesw) + Kv7awo (vsaw,
v7aw) + Kygawo (vesw, vosw) + Kyemo (vssw, yem))EVeasw + Kviawo (veaw, visw)
Evisw *+ Ky2swo (vsaw, y2aw) EVaaw + Kysawo (vaaw, vasw) EVasw + Kyaswo (vssw,
vaaw) EVaaw + Kysawo (vaaw, ysaw) EVsaw + Kyeawo (vaaw, veaw) EVeaw + Ky7awo
(v8aw, Y7aw) EV7aw + Kyaswo (vsaw, vosw) EVasw + Kyemo (vssw, yem)EVem + EZ4

EYosw = - (Ky13wo (voaw, viaw) + Ky2swo (veaw, v2aw) + Kysswo (vesw, vaaw) +
Kyaswo (vasw, vasw) + Kysawo (vosw, vsaw) + Kysawo (voaw, vesw) + Ky7awo (vaaw,
v7aw) t Kysswo (veaw, vasw) + Kyemo (vasw, vem))EVaaw + Kviawo (vasw, viaw)
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(A2.134)’

Evisw + Ky2swo (veaw, v2aw) EVaaw + Kyzawo (veaw, vasw) EVasw + Kyaswo (veaw,
vasw) EVazw + Kysawo (voaw, vsaw) EVssw + KysawO (vasw, vesw) EVesw + Kyzawo
(voaw, Y73w) EV7aw + Kyeawo (vaaw, veaw) EVeaw + Kyemo (vosw, yem)EVem + EZ4

EYsm = - (Ky1swo (vawm, viaw) + Ky2swo (vem, v2aw) + Kyaswo (vem, vasw) + Kyazwo
«vBMm, vaaw) + Kysawo (vem, vssw) + Kyeswo (vem, vesw) + Ky7awo (vewm, y7aw) +
Kysswo (vem, vssw) + Kyoswo (vem, yesw))EVem + Kyizswo (vem, visw) EVisw +
Ky23wG (vBm, Y23w) EVasw + Kyaawo (vewm, vaaw) EVasw + Kyaswo (vem, yasw) EVaaw
+ Kysawo (vem, vsaw) EVsaw + Kyeswo (vewm, vesw) EVeaw + Ky7awo (vewm, v7aw)
Evzaw + Kysawo (vem, veaw) EVeaw + Koawo (vem, yosw)EVaaw + EZ4

Output constrained input demand of lamb and mutton slaughtering/processing sectors

(A2.135)’

(A2.136)’

(A2.137)’

(A2.138)’

(A2.139)’

(A2.140)’

(A2.141)’

(A2.142)’

EY 1L = - (Kv2Lo (vaL, you) + KyaLo (viL, vau) + Kyaio ¢vic, van + KysLo (vac, vsu) +
KveLO (viL, ver) + KvsLo ¢vie, ysu)EViL + Ky2i6 (vie, vau) EVar + Kysio (val, vau)
EvaL + KyaLo (viL, vau) EVar + Kysio (var, vsu) EVse + Kyeio (viL, ver) EVeL + Kysi o
(viL, ys) EvsL + EZ

EYaoL = - (KviLo (vaL, i) + KyaLo (var, vau) + Kyaio ¢vae, vany + KysLo (var, vsu) +
KveLO (vaL, ver) + KysLo ¢var, vsu)EVaL + Ky1.6 (vie, vau) EVie + Kyaio (vau, vau)
EvaL + KyaLo (vaL, vau) EVar + Kysio (vaL, vsu) EVse + Kyelo (vaL, ver) EVeL + KysiLo
(vaL, ysu) EVsL + EZ.

EY3aL = - (KviLo (vaL, yin) + Kyaio (vaL, vou) + Kyaio ¢vac, van) + KysLo va, vsu) +
Kv6LO (vaL, veL) + KvysLo ¢vaL, vsu)EVaL + Ky1.6 (vaL, vi) EVie + Ky2uo (vaL, vau)
Evar + KyaLo (vaL, vau) EVar + KysLo (vaL, vsu) EVse + KyeLo (vaL, veL) EVeL + KysiLo
(vaL, ysb) EVsL + EZ

EYaL = - (Kv1Lo (vaL, yiu) + Ky2io (vaL, vou) + Kyaio ¢vac, vau) + KysLo (val, vsu) +
Kv6LO (vaL, veL) + KvysLo ¢vaL, ysu)EVaL + Ky1.6 (var, i) EVie + Ky2uo (vaL, vau)
Evar + KyaLo (vaL, yvau) EVaL + KysL6 (vaL, vsu) EVse + KyeLo (vaL, veL) EVeL + KysiLo
(vaL, ysb) EvsL + EZ.

EYs = - (KviLo (vsi, i) + Kyaio (vse, vou) + Kysio ¢vse, vau) + Kyalo (vse, vay) +
KveLo (vsL, ver) + KysiLo (vse, vsi)EVsL + Ky1io (vsi, vir) EVie + Ky2io (vse, vau)
EvarL + KyaLo (vsi, vau) EVaL + Kvaio (vsi, var) EVar + Kyeio (vs, ve) EVeL + Kysio
(vsL, ysu) EVsL + EZ

EYeL = - (KviLo (veL, v1u) + Kyauo (veL, vou) + Kysio (vel, vau) + KyaLo (veL, var) +
KysLo (veL, vs1) + Kysio (ver, vsi)EVeL + Ky1io (veL, i) EViL + Ky2i6 (veL, vau)
EvarL + KyaLo (veL, vau) EVaL + Kvaio (veL, var) EVar + Kysio (veL, vsu) EVsL + Kysi o
(veL, ysb) EVsL + EZ

EYsL = - (KviLo (vsL, viu) + Kyvaio (vsi, vau) + Kysio ¢vst, vau) + Kyalo vse, vay) +
KysLo (vsL, vsu) + KysLo (vst, veL))EVsL + Ky1Lo ¢vsi, vir) EViL + Kyaio (vse, vau)
EvaL + KyaLo (vsi, vau) EVaL + Kvaio (vsi, vau) EVar + Kysi o (vsi, vsu) EVsL + KyeLo
(vsL, veL) EVeL + EZL

EYim = - (Kyamo (vim, vamy + Kyamo (vam, vamy + Kvamo (vim, vamy + Kysmo (vim,
vsm) + Kyemo (vim, vem) + Ky7mo (vim, yomy + Kyamo (vim, vemy + Kyomo ¢vim, vomy +
Kysmo (vim, ysmy)EVim + Kyamo (vim, yamy EVom + Kyamo (vam, vamy EVam + Kyamo
vim, Yam) EVam + Kysmo (vam, vsmy EVsm + Kyemo (vim, yemy EVem + Ky7mo (vam,
vrmy EVim + Kyamo (vim, vamy EVam + Kyomo (vim, vomy EVom + Kysmo (vim, ysm)
EVSM + EZM
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(A2.143)’

(A2.144)’

(A2.145)’

(A2.146)’

(A2.147)’

(A2.148)’

(A2.149)’

(A2.150)’

EYom = - (Kyimo (vam, yamy + Kyamo (vam, vamy + Kvamo (vam, vamy + Kysmo (vam,
vsm) + Kvemo (vam, vem) + Ky7mo (vam, yrmy + Kvemo (vam, vemy + Kyomo (vam, vom) +
Kysmo (vam, ysmy)EVam + Kyimo (vam, yimy EVim + Kyamo (vam, vamy EVam + Kyamo
vam, Yamy EVam + Kysmo (vam, vsmy EVsm + Kyemo (vam, vemy EVem + Ky7mo (vam,
vy7my EVam + Kyamo (vam, vamy EVam + Kyomo (vam, yomy EVom + Kysmo (vam, ysm)
Evsm + EZm

EY3am = - (Kyimo (vam, yamy + Kyamo (vam, vamy + Kvamo (vam, vamy + Kysmo (vam,
vsm) + Kyemo (vam, yem) + Ky7mo (vam, yrmy + Kvemo (vam, vemy + Kyomo (vam, vom) +
Kysmo (vam, ysm))EVam + Kyimo (vam, yimy) EVim + Kyamo (vam, vamy EVom + Kyamo
(vam, vamy EVam + Kysmo (vam, vsmy EVsm + Kyemo (vam, vemy EVem + Ky7mo (vam,
vy7my EVam + Kyamo (vam, vamy EVam + Kyomo (vam, yomy EVom + Kysmo (vam, ysm)
Evsm + EZm

EYam = - (Kyimo (vam, yamy + Kyamo (vam, vamy + Kyvamo (vam, vamy + Kysmo (vam,
vsm) + Kyemo (vam, yem) + Ky7mo (vam, yrmy + Kvemo (vam, vemy + Kyomo (vam, vom) +
Kysmo (vam, ysm))EVam + Kyimo (vam, yimy) EVim + Kyamo (vam, vamy EVom + Kyamo
(vam, yamy EVam + Kysmo (vam, vsmy EVsm + Kyemo (vam, vemy EVem + Ky7mo (vam,
vy7my EVam + Kyamo (vam, vamy EVam + Kyomo (vam, yomy EVom + Kysmo (vam, ysm)
Evsm + EZm

EYsm = - (Kyimo (vsm, yamy + Kyamo (vsm, vamy + Kyamo (vsm, vamy + Kyamo (vsm,
vamy + Kvemo (vsm, yem) + Kyzmo (vsm, yrmy + Kvemo (vsm, vemy + Kyomo (vsm, vom) +
Kysmo (vsm, ysm))EVsm + Kyimo (vsm, yimy EVim + Kyamo (vsm, vamy EVom + Kyamo
(vsMm, Yam) EVam + Kvamo (vsm, vamy EVam + Kyemo (vsm, vemy EVem + Ky7mo (vsm,
vy7my EVam + Kyamo (vsm, yamy EVam + Kyomo (vsm, yomy EVom + Kysmo (vsm, ysm)
Evsm + EZm

EYem = - (Kyimo (vem, yamy + Kyamo (vem, vamy + Kyvamo (vem, vamy + Kyamo (vem,
vamy + Kysmo (vem, ysmy + Kyzmo (vem, yrmy + Kvemo (vem, vemy + Kyomo (vem, vom) +
Kysmo (vem, ysm))EVem + Kyimo (vem, yimy EVim + Kyamo (vem, vamy EVom + Kyamo
vem, Yam) EVam + Kyamo (vem, vamy EVam + Kysmo (vem, ysmy EVsm + Ky7mo (vem,
vrmy EVim + Kyamo (vem, vamy EVam + Kyomo (vem, vomy EVom + Kysmo (vem, ysm)
Evsm + EZm

EYm = - (Kyimo (vim, yamy + Kyamo (vam, vamy + Kyvamo (vam, vamy + Kyamo (vam,
vam) + Kysmo (vzm, vsmy + Kyemo (vrm, vem)y + Kysmo (vzm, vemy + Kyomo (y7m, yom)y +
Kysmo (v7m, ysmy) EVom + Kyimo (vrm, yimy EVam + Kyamo (vam, vamy EVom + Kyamo
«v7™, Yam) EVam + Kyamo (vzm, vamy EVam + Kysmo vz, vsmy EVsm + Kyemo (vam,
vem) EVem + Kyamo (v7m, vamy EVam + Kyomo (v7m, yomy EVom + Kysmo (vzm, ysm)
EVSM + EZM

EYsm = - (Kyimo (vam, yamy + Kyamo (vam, vamy + Kvamo (vam, vam) + Kyamo (vem,
vam) + Kysmo (vam, vsmy + Kyemo (vam, yem) + Ky7mo (vam, yzmy + Kyomo (vsm, yom)y +
Kysmo (vam, ysm))EVem + Kyimo (vam, yimy) EVim + Kyamo (vam, vamy EVom + Kyamo
vam, Yam) EVam + Kyamo (vam, vamy EVam + Kysmo (vam, ysmy EVsm + Kyemo (vam,
vem) EVem + Ky7mo (vam, yrmy EVim + Kyomo (vam, yomy EVom + Kysmo (vem, ysm)
EVSM + EZM

EYom = - (Kyimo (vom, yamy + Ky2mo (vom, vamy + Kvamo (vam, vamy + Kyamo (vom,
vam) + Kysmo vam, vsmy + Kyemo (vom, vem) + Ky7mo (vom, yzmy + Kyamo (vam, vamy +
Kysmo (vam, ysm))EVom + Kyimo (vom, yimy EVim + Kyamo (vom, vamy EVom + Kyamo
vom, Yam) EVam + Kyamo (vom, vamy EVam + Kysmo (vom, ysmy EVsm + Kyemo (vom,
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(A2.151)’

vemy EVem + Ky7mG (vom, y7my EVam + Kyamo (vom, vamy EVam + Kysmo (vom, ysm)
Evsm + EZm

EYsm = - (Kyimo (vsm, yimy + Kyamo (vsm, yamy + Kyamo (vsm, vamy + Kyamo (vsm,
vamy + Kysmo (vsm, ysmy + Kyemo vsm, vem) + Kyzmo (vsm, yzmy + Kyamo (vsm, vam) +
Kyom6 (vsm, Yom)) EVsm + Ky1mo (vsm, yimy EVim + Kyam (vsm, vamy EVom + Kyamo
cvsm, Yam) EVam + Kvamo (vsm, vamy EVam + Kysmo (vsm, vsmy EVsm + Kyemo (vsm,

vemy EVem + Ky7mo (vsm, yzmy EVam + Kyamo (vsm, yemy EVem + Kyamo (vsm, vom)
Evom + EZMm

Wool warehouse sectors equilibrium

(A2.152)’
(A2.153)’
(A2.154)’

(A2.155)’

(A2.156)’

Ky1awEY1aw + KynmEYNm = YawEZaw + vz1sEZ1s
Ky1awEViaw + KynmEVNM = YziwEUiw + yz1sEU1s

Ky2aawEY2iw + KystwEYaiw + KvatwEYaiw + KysawEYsiw + KyvetwEYeiw
kymiwEY7iw + KyvsiwEYsiw + kyotwEYoiw + KyemEYem = yzowEZow +
vz2sEZ>s

+

kKy2iwEVaiw + KysiwEVaiw + KyaawEVaiw + KysiwEVsiw + KyeiwEVeiw +
ky7iwEV7iw + KystwEVsiw + KyaiwEVeiw + KyemEVEM = YzowEU2w + Yz2sEUzs

Ky2owEY2ow + KyaowEYzow + KyaowEYaow + KysowEYsow + KyveowEYeow +
KyrowEY7ow + KysowEYgow + KyoowEYow + KymmEYmm= YzswEZsw +
Yz3sEZ3s

(A2.157)" kyzowEVoow + kyzowEVaow + KvaowEvVaow + KysawEVsow + KyeowEVeow +
ky72wEV7ow + KygowEVsaw + KygawEVaow + KymmEVMM= YzawEUsw + YzssEUss

(A2.158)" ky1swEY1sw + KvaswEY2sw + KysswEYasw + KyaswEYasw + KysswEYsaw +
KveswEYeaw + Ky7swEY7aw + KysswEYssw + KyoswEYaesw + KysmEYewm =
YzawEZaw + yz4sEZys

(A2.159)" kyiswEviaw + KyzswEVaaw + KysswEVasw + KyaswEVasw + KysswEVssw +
KyeswEVeaw + Ky7swEVzaw + KysswEVsaw + KygswEVesw + KysmEvem =
YzawEUaw + yzasEUss

Lamb and mutton slaughtering/processing sectors equilibrium

(A2.160)" ky1 EY1L + Ky2.EY2 + KyalEYs. + KyvalEYa + kys EYs. + KystEYel +

(A2.161)’
(A2.162)’

(A2.163)’

KystEYsL = yz2LeEZie + y2LoEZip

Ky1LEViL + Ky2 EVar + Kys Evar + Kya Evar + Kys EVs. + KyeL EVer + Kysi EVsL
= vzLeEULE + yzipEULD

KyiMEY1m + KyamEYaom + kyamEYam + KyamEYam + KysmEYsm + kyemEYem +
ky7mEY7m + kysmEYsm + kyomEYom + KysmEY sm = YzmeEZme + YzmpEZmp
KyimEVim + kyamEVom + KysmEVam + KyamEVam + KysmEVsm + KyemEVem +
ky7mEV7m + KyvemEVem + KyomEVom + KysmEVsm = yzmeEume + yzmpEUmD

Input constrained output supply of wool warehouse sectors

(A2.164)’
(A2.165)’

EZiw = - yz1stzaw, z1s)EUrw + Yz1sTzaw, z1s)EUis + EYn

EZ1s = yawtziw, z1s)EUiw - Yzawtzaw, z1s)EUis + EYn
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(A2.166)’
(A2.167)’
(A2.168)’
(A2.169)’
(A2.170)’
(A2.171)’

EZow = - YzosT(zow, z2s)EUow + Yz2sT(z2w, z2s)EUzs + EYn
EZ>s = yzowT(zow, z2s)EUaw - YzowT(zow, z2s)EUos + EYn
EZsw = - Yz3sT(zaw, z3s)EUsw + Yz3sT(zaw, z3s)EUzs + EYn
EZ3s = yzawT(zaw, z3s)EUsw - YzawT(zaw, z3s)EUss + EYn
EZsw = - Yzast(zaw, zas)EUaw + YzasT(zaw, zas)EUss + EYn

EZ4s = yzawT(zaw, zas)EUaw - YzawT(zaw, zas)EUss + EYn

Input constrained output supply of lamb and mutton slaughtering/processing sectors

(A2.172)’
(A2.173)’
(A2.174)’
(A2.175)’

EZ e = - yz21pT(zLE, zLD)EULE + YZzLDT(zLE, zLD)EULD + EYL
EZ\ b = yzLeT(zLE, zLD)EULE - YzLET(ZLE, zZLD)EULD + EY L
EZvE = - YzmpT(zmE, zMD)EUME + YzMDT(zME, zMD)EUMD + EY M

EZwb = yzmeT(zmE, zMD)EUME - YzMET(ZME, zZMD)EUMD + EY M

Other input supply to wool scouring sector

(A2.176)’

EZcs = gzcs, ucs)(EUcs — tzcs)

Output constrained input demand of wool scouring sector

(A2.177)’

(A2.178)’

(A2.179)’

(A2.180)’

(A2.181)’

EZ1s = - (Kz2s0 (215, z25) + Kz3s0 (215, z35) + Kz450 (215, z45) + KzcsO (z1s, zcs)) EUss +

Kz2sG (215, z25) EU2s + Kz3s0 (z1s, z3s) EUss + KzasO (z1s, zas) EUas + Kzcso (z1s, zcs)
Eucs + EZs

EZ5s = - (Kz1s0 (225, z15) + Kz3s0 (225, z35) + Kz4s0 (225, z4s) + KzcsO (z2s, zcs)) EUzs +

Kz1s0 (z2s, z1s) EU1s + Kz3s0 (225, z35) EUss + KzasG (z2s, zas) EUas + Kzcso (z2s, zcs)
Eucs + EZs

EZ3s = - (Kz1s0 (z3s, z1s) + Kz250 (235, 225) + Kz450 (235, z45) + KzCsO (z3s, zcs)) EUss +

Kz1sG (z3s, z15) EU1s + Kz2s0 (z3s, z25) EUas + KzasO (z3s, zas) EUas + Kzcso (z3s, zcs)
Eucs + EZs

EZ4s = - (Kz1s0 (z4s, z15) + Kz250 (245, 225) + Kz350 (245, z35) + KzCsO (z4s, zcs)) EUas +

Kz1sG (z4s, z1s) EU1s + Kz2sG (z4s, z25) EUas + Kz3sG (z4s, z3s) EUss + Kzcso (zas, zcs)
Eucs + EZs

EZcs = - (k21s<5 (zcs, z1s) Kz2so (zcs, z25) + kz3so (zcs, z3s) Kzaso (zcs, Z4S))EUCS
+ Kz1s0 (zcs, z15) EU1s + Kz2s0 (zcs, z2s) EUas + Kzaso (zcs, z3s) EUss + Kzaso (zcs,
z45) EUgs + EZs

Wool scouring sector equilibrium

(A2.182)’

(A2.183)’

kzisEZ1s + KzasEZps + KzssEZzs + KzasEZas + KzcsEZcs = yzewEZew +
YrisEF1s + yrasEF2s + yrasEFas + YrasEFas + yzorEZor + yza1EZsT + yzaTEZsT

kzisEuis + KzasEUzs + KzasEuss + KzasEUas + KzecsEUcs = yzewEUcw + YrisESis
+ Yr2sESas + YrasESas + YrasESas + yzorEUoT + yz3TEUsT + YZaTEUST
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Input constrained output supply of wool scouring sector

(A2.184)’

(A2.185)’

(A2.186)’

(A2.187)’

(A2.188)’

(A2.189)’

(A2.190)’

(A2.191)’

EFis = - (YrosT(ris, r2s) + YrasTris, F3s) + YrasTris, Fas) + YzewT(Fis, zcw) +
YZ2TT(FLS, z2T) + YZ3TT(FLS, z3T) + YzaTT(F1s, zaT))ES1s + YrosT(ris, Fos) ESas + Yrast(rus,
F3s) ESss + YrasT(ris, Fas) ESas + Yzewt(ris, zcwy EUcw + YzotT(Fis, zomy) Elot +
Yz3TT(F1s, z3T) EUsT + YzaTT(F1S, z4aT) EUsT + EZC

EFos = - (YrisTris, r2s) + YrasT(ras, F3s) + YrasTrzs, Fas) + YzewT(ras, zcw) +
YZoTT(F2s, 2T) + YZ3TT(F2s, Z3T) + YzaTT(F2s, zaT))ES2s + YrisT(r1s, F2s) ES1s + YrasT(ras,
F3s) ES3s + Yrastras, Fas)y ESas + yzewt(ras, zcw) EUcw + YzotT(F2s, zom) EUar +
Yz3TT(F25, z3T) EUsT + YzaTT(F25, Z4aT) EUsT + EZC

EFss = - (YrisTris, r3s) + YrosT(ras, F3s) + YrasTrss, Fas) + YzcwT(rss, zcw) +
YZ2TT(F3s, z2T) + YZ3TT(F3s, z3T) + YzaTT(F3s, zaT))ESas + YrisT(r1s, Fas) ES1s + YrosT(ras,
F3s) ESos + Yrast(ras, Fas) ESas + yzewt(rss, zcwy EUcw + YzotT(rss, zomy) Elot +
Yz3TT(F3s, z3T) EUsT + YzaTT(F3s, z4aT) EUsT + EZC

EFss = - (YrisTris, Fas) + YrosT(ras, Fas) + YrasTrss, Fas) + YzcwT(ras, zcw) +
YZ2TT(Fas, z2T) + YZ3TT(Fas, z3T) + YzaTT(Fas, zaT))ESas + YrisT(r1s, Fas) ES1s + YrosT(ras,
Fas) ESos + Yrast(ras, Fas) ESzs + YzewT(ras, zcwy EUcw + YzotT(ras, zomy) Elot +
Yz3TT(Fas, z3T) EUsT + YzaTT(F4s, zaT) EUsT + EZC

EZcw = - (YrisT(ris, zcw) + YrosT(ras, zew) + YrasT(ess, zcw) + YrasT(ras, zcw) +
Yz2TT(z2T, zcw) + Yz3TT(z3T, zcw) + YzaTT(z4T, zew))EUcw + YrisT(Fis, zcw) ESis +
YrasT(r2s, zcw) ESas + Yrast(ras, zcw) ES3s + Yrast(ras, zcw) ESas + yzo1T(z27, ZCW)
Bzt + Yz377(z3T, zcw) EUsT + Yz41T(z4T, ZCW) EUsT + EZC

EZor = - (Yristris, zom) + YrosT(ros, zom) + YrasT(ras, zom) + YrasT(ras, zo1) +
YzewT(zeT, zew) + Yz3TT(z2T, z3T) t YzaTT(z2T, z4T)EU2T + YR1sT(F1s, zom) ES1s +
YrasT(ras, zoT) ESos + Yrast(rss, zom) ES3s + YrasT(ras, zom) ESas + yzewT(zet, zcw)
EUcw + Yza1t(z2T, 3T) EUsT + YZ4TT(22T, z4T) EUsT + EZC

EZsr = - (YrisTis, zam) + YrsT(ras, z3T) + YrasT(F3s, z3T) + YrasT(Fas, z3T) +
YzewT(zaT, zew) t YzoTT(zoT, z3T) + YzaTT(z3T, z41))EUsT + Yr1sT(F1s, z31) ES1s +
Yr2sT(r2s, z3T) ESas + Yrast(ras, zam) ES3s + Yrastras, zam) ESss + yzewtzat, zcw)
EUcw + yzo1t(z2T, z31) EU2T + YZ4TT(23T, 24T) EUsT + EZC

EZsr = - (YeisTis, za1) + YrosTrzs, zaT) + YrasTrss, zat) + YrasT(eas, zam) +
YzewT(zaT, zew) + YzoTT(z2T, zaT) + Yz31T(z3T, z4T))EUsaT + YR1sT(F1s, zaT) ES1s +
Yr2sT(r2s, zaT) ESas + Yrast(ras, zam) ES3s + Yrastras, zat) ESss + yzewtzat, zcw)
EUcw + Yzo1T(z2T, z4T) EU2T + YZ31T(23T, z4T) EUsT + EZC

Other input supply to wool carbonising sector

(A2.192)’

EZce = gzce, uce)(EUcs — tzcr)

Output constrained input demand of wool carbonising sector

(A2.193)’
(A2.194)’

EZcw = - Kzce0 (zew, zee) EUcw + Kzcgo (zew, zee)Euce + EFcw

EZcg = kzcwo zcw, zcs) EUcw - Kzewo zew, zce)Euce + EFcw

Wool carbonising sector equilibrium

(A2.195)’

Escw = KzcwEUcw + KzcgEucs
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Other input supply to wool topmaking sector

(A2.196)’

EZwr = gwr, uwn)(EUwt — tzwr)

Output constrained input demand of wool topmaking sector

(A2.197)’
(A2.198)’
(A2.199)’

(A2.200)’

EZot = - (Kz316 (227, z31) + K2476 (227, 4T) + K2WTO (227, zWm)) EU2T + KZ376 (227, Z3T)
EUst + Kz416 (227, 1) EUst + Kzw6 (227, zWwT) EUwT + EF

EZst = - (Kz210 (237, 221) + K2476 (237, 247) + Kzw6 (237, zw)EUsT + Kz276 (237, 27)
EUzt + Kz47G (237, 1) EUst + Kzw6 (237, W) EUwT + EFT

EZ4t = - (Kz216 (247, z2m) + K2376 (241, 37) + K2wTO (24T, ZWT)) EUsT + KZ27G (247, 227)
Euot + Kz316 (247, 31) EUsT + K2wtG (247, W) EUWT + EFT

EZwt = - (Kz210 (zwr, z2m) + K231 (zw, z31) + KZ416 (2w, 4)) EUwT + KZ2TG (2w,
zom) EUoT + Kz376 (2w, z31) EUsT + Kz476 (2w, z4T) EUsT + EF7

Wool topmaking sector equilibrium

(A2.201)’

(A2.202)’

KzotEZor + KzatEZsr + KzatEZ4r + kzwtEZwr = yrotEFor + yratEFsr +
YraTEFaT+ YenwEFNW* YoprEQpp

KzoTEU2T + Kz31EU3T + KzatEUST + KzWwTEUWT = YroTES2T + YR3TES3T + YRATESATH
YrnwESNwt YoprEPDP

Input constrained output supply of wool topmaking sector

(A2.203)’

(A2.204)’

(A2.205)’

(A2.206)’

(A2.207)’

EFor = - (YrsTt(rar, Fam) + YRaTT(R2T, FaT) + YENWT(R2T, FNW) * YQDPT(R2T, QDP)) ESoT +

YE3TT(F2T, F3T) Esst + YEATT(F2T, FAT) ESat + YENWT(F2T, FNW) Esnw + YQDPT(F2T, QDP)
Epor + EZ7

EFst = - (YeorT(e2t, F31) + YRaTT(R3T, F4T) T YENWT(R3T, ENw) T YQDPT(F3T, QDP)) ES3T +

Ye2rT(r2t, FaT) ESor + YratT(r2r, Fa) ESaT + YEnwT(RaT, PNw) ESNw + YQDPT(FST, QDP)
Epor + EZ7

EFar = - (YrorT(r2r, Fam) * YFSTT(RST, FaT) + YENWT(F4T, FNW) * YQDPT(R4T, QD)) ESat +

YE2TT(F2T, F4T) Esor + YE3TT(F3T, F4T) Esst + YENWT(FAT, FNW) Esnw + YQDPT(FAT, QDP)
Epor + EZ7

EFnw = - (YeorTer, enw) + YR3TT(R3T, ENW) T+ YRATT(RaT, FNW) T YQDPT(ENW,
oor) ESnw + YE2rT(E2T, ENwW) ESom t+ YRaTT(R2T, Enw) ES3T + YEaTT(RaT, FNW) ESaT +
YoppT(ENW, oppr) Eppp + EZT

EQop = - (Yr2TT(F2T, QDP) + YF3TT(F3T, QDP) + YF4TT(F4T, QDP) + YENWT(FNW, QDP)) EPDP
+ YE2TT(F2T, QDP) Es,t + YE3TT(F2T, QDP) Essr + YFATT(F4T, QDP) Esst + YENWT(FNW, QDP)
Esnw + EZt

Other input supply to export greasy wool shipment sectors

(A2.208)’
(A2.209)’
(A2.210)’
(A2.211)’

EZnm = gznm, unvy(Eunm — tznm)
EZev = gzem, urm)(EUrm — tzem)
EZum = gzmm, ummy(Eumm — tzmm)

EZgm = £zem, uemy(EUsm — tzem)
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Other input supply to export carbonised wool shipment sector

(A2.212)’

EFce = &rca, sc)(ESce — trea)

Other input supply to export scoured wool shipment sectors

(A2.213)’
(A2.214)’
(A2.215)’
(A2.216)’

EFns = £#ns, sns)(ESns — tens)
EFrs = €Frs, srs)(ESks — trrs)
EFws = grEwms, sms)(ESms — trms)

EFgs = g(ss, sas)(ESes — tras)

Other input supply to export wool tops shipment sectors

(A2.217)’
(A2.218)’
(A2.219)’
(A2.220)’

EFer = eFer, sem)(ESFT — trrr)
EFvT = g@Emr, smm(Esmr — tewr)
EFer = &rar, se1)(ESeT — traT)

EFne = e@ne, sne)(ESne — tene)

Output constrained input demand of export greasy wool shipment sectors

(A2.221)’
(A2.222)’
(A2.223)’
(A2.224)’
(A2.225)’
(A2.226)’
(A2.227)’
(A2.228)’

EZiw = - Kznmo zaw, zamy EUaw + Kzamo (zaw, znmyEunm + EQ1w
EZnm = kziwo zaw, znmy Eurw - Kziwo zaiw, zamyEunm + EQaw
EZow = - Kzemo (zaw, zemy EUow + KzemS (zow, zemyEUrm + EQow
EZrm = Kzowo (zow, zrmy EUaw - KzowG (zow, zemy)EUrm + EQow
EZaw = - Kzmmo (zaw, zmm) EUsw + Kzmmo (zaw, zmv)Elmm + EQaw
EZmm = Kzawo (z3w, zmm) EUsw - Kzawo zaw, zmm)Eumm + EQaw
EZaw = - KzemO (zaw, zBm) EUsw + Kzem0 (zaw, zsm)EUsm + EQaw

EZgm = Kzawo (zaw, zem) EUaw - Kzawo (zaw, zsm)EUsm + EQaw

Output constrained input demand of export carbonised wool shipment sector

(A2.229)’
(A2.230)’

EFcw = - Krco (rew, res) EScw + Kreao (rew, ree)ESce + EQcw

EFce = krewo rew, Fes) EScw - Krewo (rew, Fes)ESce + EQcw

Output constrained input demand of export scoured wool shipment sector

(A2.231)’
(A2.232)’
(A2.233)’
(A2.234)’
(A2.235)’
(A2.236)’
(A2.237)’

EF1s = - Kenso (r1s, ens) ESis + Kenso (ris, ens)ESns + EQas
EFns = Kr1so (r1s, ens) ESis - KrisO (r1s, ens)ESns + EQas
EF2s = - Krrso (r2s, Frs) ES2s + Krrso (r2s, Frs)ESFs + EQas
EFes = Kraso (r2s, rrs) ES2s - Kraso (s, Frs)ESFs + EQ2s
EFss = - Kemso (33, Fms) ESas + Kemso (3, Fms)ESms + EQss
EFwms = Krsso (r3s, Fms) ESas - Kraso (r3s, Fms)ESms + EQss

EF4s = - Kegso (ras, rBs) ESas + Krgso (ras, rBs)ESes + EQus
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(A2.238)" EFgs = Kraso (ras, res) ESas - Kraso (ras, res)ESes + EQus

Output constrained input demand of export wool tops shipment sectors

(A2.239)’ EF,t = - Keeto (ot remy ESoT + KeetO (ro1, rEMESET + EQot
(A2.240)" EFgt = Kr210 (21, FrT) ES21 - KF21O (21, FET)ESET + EQ27
(A2.241)" EFsr = - Kemt0 (r31, mT) ES3T + KemtO (r37, MT)ESMT + EQ3T
(A2.242)" EFwmt = Kr31o (r31, FmT) ES3T - Kea0 (r37, eMESMT + EQ37
(A2.243)’ EF4t = - KegT0 (Fat, FBT) ESat + KrgT0 (FaT, FETESET + EQUt
(A2.244)’ EFgt = Krat0 (Fat, FBT) ESaT - KFa10 (Fa1, FBT)ESBT + EQU7
(A2.245)" EFnw = - keneo (enw, Fne) ESnw + KeneS (enw, FNe)ESNE + EQnw

(A2.246)" EFne = Kenwo enw, Fne) ESnw - Kenwo (enw, ene)ESne + EQnw

Export greasy wool shipment sector equilibrium
(A2.247) Epiw = kzzwEuiw + KznmEUNM
(A2.248)" Epaw = KzawEUaw + KzemEUEm
(A2.249)" Epsw = kzawEUaw + kzmmEUMM
(A2.250)" Epaw = KzawEUaw + KzemEUsm

Export carbonised wool shipment sector equilibrium
(A2251)’ EpCW = KecwEScw + KrcgEScr

Export scoured wool shipment sector equilibrium
(A2.252)" Epis = krisESis + KensESns

(A2.253)" Epas = KrasESas + KepsESes

(A2.254)" Epss = KrasESss + KemsESms

(A2.255)" Epas = KrasESas + KessESas

Export wool tops shipment sector equilibrium
(A2.256)" Epar = KeotESor + KeprESer
(A2.257) Epar = kearEssr + KemrEswr
(A2.258)" Epat = KkratESar + KesTESET
(A2.259)" Epnw = KenwESnw + KeneESne

Other input supply to lamb and mutton marketing sectors
(A2.260)" EZi = gL, uin)(BEuiL —tz11)

(A2.261)" EZy = gzaL, uan)(EuzL — tza1)

(A2.262)" EZim = gzim, utm)(Elim — tzim)
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(A2.263)" EZom = gzam, uamy(Elom — tzom)

Output constrained input demand of lamb and mutton marketing sectors

(A2.264)" EZie = - kz1.0 (zLe, 1) EULe + Kz100 (zLe, za0)EUsL + EQLe
(A2.265)" EZ1 = - KzLeG (zLE, z11) EULE + KZ11.6 (zLE, za)EUsL + EQLe
(A2.266)’ EZ\p = - Kz2L6 (zLp, z21) EULD + Kz2.6 (zLp, z21)EU2L + EQLD
(A2.267)" EZy = - KzLp0 (zLp, z21) EULp + Kz216 (zLp, 21)EU2L + EQLD
(A2.268)’ EZwmp = - Kzam6 (zmp, z2m) EUmb + Kzomo (zmp, zemyEUzm + EQup
(A2.269)" EZom = - KzmpG (zmp, z2m) Eump + Kzmpo (zmp, zamyEUam + EQmp
(A2.270)" EZne = - Kzimo (zme, zim) EUme + KzimG (zme, zim)EUim + EQue

(A2.271)" EZim = - KzmeS (zmE, zim) EUME + Kzimo (zme, zim)EUim + EQue

Lamb and mutton marketing sectors equilibrium
(A2.272)" Epie = KzLeEULE + Kz Eug
(A2.273)’ EpLp = kzLpEuLp + Kz Eug.
(A2.274)" Epmp = kzmpEUmp + KzamEU2m
(A2.275) Epwme = kKzmeEume + kzamEUIMm

Origin of live sheep exports
(A2.276)" EQse = Bvy7eEY7e + ByseEYse + PyoeEYoe

Export demand for Australian greasy wool

(A2.277)" EQiw = 17 Quw, Prw)(EPaw — Nqiw)
(A2.278)" EQaw = 77 (@aw, p2w)(EP2w — Ngaw)
(A2.279)" EQaw = 77 (Qaw, paw)(EPaw — Nqsw)
(A2.280)" EQaw = 77 aw, paw)(EPaw — Naw)

Export demand for Australian scoured wool
(A2.281)" EQis = 77 (s, r1s)(EP1s — Nq1s)
(A2.282)" EQas = 17 (qas, p2s)(EP2s — Nq2s)
(A2.283)" EQss = 17 (qss, p3s)(EPas — Nqas)
(A2.284)" EQus = 17 (Qas, pas)(EPas — Nqas)

Export demand for Australian carbonised wool
(A2.285)" EQcw =17 (Qcw, PCW)(EpCW - chw)
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Export demand for Australian wool tops

(A2.286)" EQzr = 77 (e, p2n)(Ep2r — Nqer)
(A2.287)" EQst = 17 (qar, p3)(EPsT — Nqar)
(A2.288)" EQut = 17 (Qar, Pa1)(EPaT — NQat)

Export demand for Australian noils/other wool
(A2.289)" EQnw = 77 @nw, pnw)(EPNw — Nonw)

Domestic Demand for Australian wool tops
(A2.290)" EQop = 77 (@op, por)(EPDP — NQDP)

Export demand for Australian lamb and mutton
(A2.291)" EQce = 77 oLE, rLe)(EPLE — NoLE)
(A2.292)" EQwe = 77 qme, pme)(EPME — NQME)

Export demand for Australian live sheep
(A2.293)" EQse = 77 (qs, pse)(EPse — Ngsk)

Domestic retail demand for Australian lamb and mutton
(A2.294)’ EQup = 77(qLp, pL)(EPLD — NoLD) + 77 (LD, PMD)(EPMD — Nomb)
(A2.295)" EQwmb = 77 (omp, rLp)(EPLD — NoLb) + 77 (oMb, PMD)(EPMD — Nom)
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Appendix 2. Calculation of Sheep Supply Elasticities

Where joint products are produced in approximately fixed proportions from a basic
commodity, the price elasticity of the basic commodity can be computed as (Tomek and
Robinson 1995, p45)

(A31) &, = Pw, +P,w,

1(PW)+ (Pw,)

1 2

Where n joint products are produced, A3.1 can be extended to

Pw, +PW +...+Pw,

(A32) &y =
—(Rw,)+— (PW2)+ +*( w,)

1 82 n
Non-Merino Sheep

For the basic commodity of non-Merino sheep, X; = 150.47 kt carcass weight and the
joint products produced are wool: Yiaw = 6.20 kt and Yi4w = 22.81 kt; mutton: Yiv =
16.67 kt; and lamb: Y3 = 120.60 kt. The prices in $/kg corresponding to the joint
products are visw = 4.39, viaw = 3.37, vam = 1.75 and vy = 3.58. Each level of output is
divided by X; to obtain output per kt carcass weight of sheep. These are denoted as yiaw =
6.20/150.47 = 0.041, y14w = 22.81/150.47 = 0.152, y1m = 16.67/150.47 = 0.111 and y;. =
120.60/150.47 = 0.801. Estimated elasticities of the supply of wool and sheep meat used
in the model are ¢, = 0.9 and ¢, = 1.3, respectively. Substitution into Equation A3.2

yields

(Viaw ) (Vaaw ) + (Vagw )(Yiaw ) + (VlM Y(Yim ) + (VlL)(ylL)
;(Vlzw YViaw ) +— . ( raw ) (Yiaw ) +— (VlM CAYD; + (VlL)(ylL)

&

(A3.3) &y, =

(A34) &,, =

(4.39)(0.041) + (3.37)(0.152) + (1.75)(0.111) + (3.58)(0.801)
1 1 1 1
g (439004 + =~ (337)(0152) + ~_ (L75)(0111) +_~ (358)(0.801)

(A35) &y, =12

The supply elasticity for Merino sheep was estimated accordingly. Calculations are not
presented.
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