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40.

(iii) Industries within the agricultural sector and
industry 25 are assumed not to attract any
increase in the price of the wheat they use.
Decreases in the prices of ‘other costs' to these
industries were imposed in order to offset the 2.5
per cent increase in the price of wheat generated
via (i) above. The share of wheat in the total
costs of industry 25, for example, is 0.02856 and
the share of tother costs' is 0.04121. In order to

offset a 2.5 per cent increase in the price of wheat

0.02856
0.04121

1.7326 per cent is required. The corresponding

a decrease in 'other costs' equal to x 2.5 =

percentage reductions for industries 1-3 and 5

are 0.0807, 0.2795, 0.2121 and 0.4339 respectively.

All other exogenous variables were set at zero.

All indexing parameters (i.e., the h's in the notation of
DPRS) were set at unity. Commodity tax rates were also indexed to the

consumer price level.

Exports were determined endogenously for the following commodities:

wool, barley, other cereal grains, fishing, iron, other metallic minerals,
coal, meat products, food products n.e.c., prepared fibres, basic irom and

steel, and other basic metal products.

The ORANI investment theory was overwritten (i.e., investment was

exogenous) for the following industries: 17, 84-86, 103-8, 112, 113,

WHO PAYS FOR HOME CONSUMPTION PRICING SCHEMES?

by

B.R. Parmenter, D. Sams and D,P. Vincent
IMPACT Project Staff”

1. INTRODUCTION

Home consumption pricing arrangements for agricultural
commodities are a common method of supporting agricultural industries in
Australia. Such arrangements depend on price discrimination between an
overseas market exhibiting high elasticity of demand and a less elastic
domestic market. Supplies to the domestic market are manipulated in order
to insulate domestic prices from world price fluctuations and to ensure a
fixed price for domestic sales, typically above the export m&.»nm.H Revenues
accruing from domestic sales are pooled with those from sales to the world
market and the unit price paid to the producer for supplies delivered to the
pool (the 'equalized' price) is a weighted average of the domestic and world
prices. The domestic market and the world market must, of course, be kept
separate. Import controls must be instituted to prevent supplies leaking
back from the rest of the world to the domestic market and domestic supplies
to the domestic market must be regulated to prevent undue pressure being
placed on the domestic monopoly price fixing mechanism. Given these require-
ments it is not surprising that home consumption pricing regulations are
administered in Australia by statutory authorities with legislative backing
and ave applicable only to those preoducts which become centralised at some

point in the marketing process.

The authors wish to thank Roger Mauldon for suggesting this topic and
Peter Dixon and Tony Lawson for helpful comments.

1. On occasions, however, during periods of buoyant world commodity prices,
the home consumption price for a particular commodity has stood below
the world price.
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38.

APPENDIX : Technical Details of the Simulation 2. HOME PRICE SCHEMES IN AUSTRALIA :

A BRIEF SURVEY OF THE LITERATURE

This Appendix can be used in conjunction with DPRS (1977).

. Home consumption pricing arrangements are operating currently
Dimensions of variables differ slightly in ORANI 78 compared to the

in Australia as part of the stabilization schemes for certain dairy
earlier version of the model but the list of exogenous variables

products, dried vine fruits, eggs, sugar and wheat. Mauldon (1979)
employed in this simulation is essentially that given in Table 3 of

provides an excellent chronological account of the development of such
DPRS, p.104.

arrangements for Australian agricultural commodities and the varying

Shifts were imposed on exogenous variables as follows. reasons put forward to justify their introduction. Our short discussion

of these issues in this section draws heavily on Mauldon's paper.
(1) The required 2% per cent increase in the farm-gate price

of wheat was induced by an exogenous increase in ‘'other
2.1 Justifications for home price schemes

final demand' for wheat, Under the selection of

exogenous variables chosen for this experiment the The principle of a home consumption price scheme was first

elasticity of the basic value (i.e., farm-gate) price established for the sugar industry around the time of federation. In this

of wheat with respect to 'other final demand' (variable instance home consumption pricing became a necessary condition for achieving

mMMV , for 1 = wheat) is 0.000006293. In order to federation, Queensland being prepared to join the Commonwealth on condition

1

induce a 2.5 per cent increase in the farm-gate price an that a profitable domestic market for sugar be guaranteed. By the late

increase in ‘other final demand' equal to 2.5/0.000006293 = 1920's home consumption pricing was seen as a means of preventing industry

397267 per cent is therefore required. collapse in the face of falling world prices for agricultural commodities.

In the public debate on wheat industry policy of the mid 1930's, consider-
(ii) The experiment requires a 10 per cent increase in the

able emphasis was placed on the role of home consumption pricing as a means
price of wheat to industries 8 and 22. The price of

of offsetting the net cost disadvantage to wheat growers of the tariff on

manufactured mooam.m The tariff compensation principle as a justification

wheat itself is increased by only 2.5 per cent (see (i)

above) and the balance of the cost effect of the home

. for domestic pricing of agricultural products above import parity levels
price consumption scheme on industries 8 and 22 (i.e.,

the equivalent of a further 10-2.5 = 7.5 per cent 1. At this stage Australia was still an importer of sugar. By the early

1920's however, Australia's sugar production had exceeded domestic
consumption and imports of sugar were prohibited. Thus a home con-
sumption price scheme as defined earlier had begun to operate.

increase in the users' price of wheat) has been simulated

by the imposition of production taxes on these industries. 2. However, the Royal Commission enquiring into the wheat, flour and bread
industries suggested that by the mid 1930's the net cost disadvantage
to the growing of wheat had declined considerably and it was unable to
justify a home consumption price on the basis of a cost disadvantage
caused by tariffs (Mauldon (1979)).
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5.  CONCLUSION

The case for an analysis of home consumption pricing schemes
which attempts to account for some general equilibrium effects was put
by Giblin as long ago as the 1930's. Qur analysis demonstrates the
importance of such an approach. In particular it indicates the importance
of two indirect mechanisms. The first is the impact which :n;m consumption
pricing schemes have, via their general inflationary effects, on industries

involved in international trade, especially export industries. The second

is the ability of agricultural producers, in the context of multi-product
enterprises, to redirect their resources towards commodities which are

experiencing increases in relative prices.

In our wheat price simulation wheat producers take advantage of
available possibilities to increase the degree to which they specialize
in wheat when the producer price of wheat is increased. This allows
agricultural industries which do not themselves produce wheat but which
produce other commodities in common with the wheat producers to increase
their shares in the markets for these other products. This was sufficient
to produce increases in activity levels and incomes even in industries
producing mainly export commodities, the overall demand for which is
falling. In this way, the benefits of home consumption pricing for wheat
were spread around the agricultural sector to non-wheat producing

industries.

Our results support the contention of Giblin [1934] and
Mauldon [1979] that the costs of home price support schemes for agricultural

awwOHnm are borne mainly by other industries in the export sector. However,

2.2 Studies of resource allocation effects

Australian agricultural economists have been particularly
active in demonstrating the distributional and allocational consequences
of home consumption pricing arrangements for agricultural commodities.
See for example the analyses of Parish (1962) for the dairy industry,
Longworth (1966), Watson and Duloy (1968) and McMahon (1978) for wheat,
and Banks and Mauldon (1966) and Beck (1974) for eggs. All such studies
have been of a partial equilibrium flavour, carried out within the
standard Marshallian welfare analysis framework which assumes, amongst
other things, fixed domestic supply and demand curves for the commodity
concerned. The assumed starting point in these studies is that of a free
market economy in which the allocation of productive resources is
considered optimal. Social costs arise - in terms of the distortion of
production and consumption patterns - when the domestic price is adminis-
tered at a level different from the export price (after allowance for
transport costs). The extent of these production and consumption costs,
together with the size of the transfer payment between producers and
consumers for a given domestic-export price differential, is then estimated
for specified values of the price elasticities of the domestic supply and

demand curves over the relevant price range.

In most instances the authors of these partial equilibrium
studies have been particularly careful to point out the limitations of
that approach when discussing the implications of their results. The
studies have been unable to capture a number of indirect consequences of
home consumption pricing - in particular the extent to which higher

domestic prices for agricultural commodities are passed on into the cost
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(a)

(b)
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Table 4.4 : Projected percentage changes

in

real value added

Agricultural industries

1. Pastoral Zone

2. Wheat-Sheep Zone

3. High Rainfall Zone

4. Northern Beef

5. Milk Cattle and Pigs

6. Other Farming Export

7. Other Farming Import Competing

8. Poultry

Sectors

Agriculture (industries 1-8)

Fishing and Forestry (industries 10, 11)
Mining (industries 12-16)

vaowommmm Foods, Drinks (industries 18-29)
Manufacturing (industries 30-83)

Services (industries 84-112)

Change

Pexcentage
in real value added

0.26

1.83

0.78
-0.17
-0.18
~0.15
-0.06

~-0.02

3. THE QRANI SIMULATION

ORANI is a multi-sectoral model of the Australian economy
based on the ABS 1968/69 Input-Output (I-0) Tables. The basic version
of the model is fully described in Dixon, Parmenter, Ryland and Sutton
(hereafter referred to as DPRS) (1977). The simulations produced for
the present paper were derived from a later version of the model, ORANI um.w
This version differs. from the version described in DPRS (1977) mainly in
the specification.of the agricultural sector. In ORANI 78 multi-product
enterprises, which are fundamental to Australian agriculture, are modelled
explicitly. Full details are given in Dixon, Parmenter, Powell and Vincent

(1979).

We have chosen to simulate the essential features of a home
consumption price scheme for wheat. The choice of wheat is of no wwwnwncHwa
significance. We could equally well have chosen any of the other export-
oriented agricultural commodities distinguished in the current version of
the model. It should however be noted that our analysis does not set out

to capture the pricing details of the current wheat stabilization scheme.

3.1 The specification of the direct effects of the
introduction of a home price scheme for wheat

We have simulated the effects of the introduction of a home

price scheme which raises the price of wheat to non-agricultural domestic

1. A useful description of the basic structure of ORANI 78 is given in
Dixon (1979).
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32.

cattle production reflects the greater ease of transformation, exhibited

in the transformation parameters ¢ , between this commodity and other
products than between wool/sheep and other products. High Rainfall Zone
producers are projected to increase their output of the wheat/other products
composite at the expense of wool, sheep and meat cattle, Again transforma-
tion prospects were found, in the estimation of the parameters, to be greatest

between the composite commodity group containing wheat and the meat cattle

commodity. Sheep, however, is the product whose output is curtailed most
severely. Notice that a particularly sharp fall in price for sheep is
projected.

The Wheat-Sheep Zone is the major wheat producer. It is projected
to expand its output of wheat at the expense of all other products. Trans-
formation possibilities with wheat were found, in this zone, to be especially

strong for barley, meat cattle and the other products noavomwﬁm.u

A useful summary of the commodity-industry results contained in
the body of Table 4.3 is suggested by examination of the industry output
projections given in the penultimate row of the table. Increases in
activity levels are projected for the three zones according to the strength
of their direct participation in wheat production. Three of the non-wheat
producing industries are projected to increase output because, although the
aggregate outputs of all other agricultural commodities are projected to
fall, these industries are able to gain market share of non-wheat commodities

at the expense of the zones which are moving their resources into expanded

wheat production. The Other Farming Export industry also increases its

1. This consists, for the Wheat-Sheep Zone, of other grains, milk cattle
and pigs, other farming export and other farming import competing.

and noting from the ORANI I-0 data base that

S, ® 0.25 ,

then equation (1) implies that the average farm-gate price of wheat is
increased dw about 2} per cent as a consequence of the introduction of
the home pricing scheme. Our simulation proceeds via the imposition on
the model of exogenous shocks equivalent to these two price changes, a
10 per cent increase in the price of wheat to domestic, non-agricultural

users and a 2% per cent increase in the farm-gate price of s:mmw.u

The increase in wheat output which is stimulated by the increase
in the farm-gate price is assumed to be disposed into the exogenous "other
final demand" category. The increase in "other final demand" is thus our
measure of the excess supply generated by the pool-price system. Unless
eliminated by quotas, this excess supply must either be held in stocks or
dumped on the world market. The obvious effect of assuming disposal of the

supply increase to exports would be to increase the foreign exchange earnings
2

. . . s 3
of the economy. Since no balance of trade constraint has been imposed” in
our simulation, such an increase in exports would have no effect on the values

for other variables in the solution.

1. For technical reasons it is difficult to treat the relevant price
variables themselves as exogenous in the current version of ORANI.
Details of the methods by which the shocks were imposed on the model
are given in the Appendix.

2. See footnote 4, p.16.

3. See subsection 3.2.
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small rises in world prices. The importance of margins in moving the
commodities from producers to the port (i.e., the msw )} determine

. . 1
how these rises in world prices feed through into farm gate prices,

The prices of both sheep and other farming export are projected
to fall in Table 4.3. Both projections are explained by the cost price
squeeze on exporters engendered by the inflationary effects of the wheat
price scheme. In the case of sheep this is reflected in a fall in demand
for sheep meat by the Meat Products industry. Similarly the demand for
other farming export declines because of the contraction of the sugar

exporting industry, Food Products s.m.n.m

The contraction of activity in the Meat Products industry also
reduces the demand for meat cattle as shown in the penultimate column of
Table 4.3. Its price however is projected to rise. The explanation for
the price rise is to be found in the reduction in the supply of meat
cattle offered by the three zonal industries (especially the Pastoral Zone)
all of which transform their output mixes away from cattle and towards
wheat (see Table 4.3 and below). In order to induce a partially compens-

ating increase in supply from the specialist cattle producers, a rise in

1. Take the case of wool for example. Exports of wool are projected to
fall by 0.12 per cent and the relevant value for vy is 0.77. The
share of margins in the purchasers' price of wool is about 0.14 per
cent. The price of margins will have increased by somewhat less than
the rise in the index of consumer prices owing to a fall in the relative
price of transport. Assuming Pp = 0.08,equations (4.4) and (4.5) give,

for i = wool ,

. x4

Yy Xy maw Pni = g.01
Piy S : :
BVi

2. Sales to Meat Products accounts for 95 per cent of the total sales of
sheep and sales to Food Products n.e.c. for 45 per cent of the total
sales of other farming export.

11.

To summarize, the impact effects of the introduction of our

home price scheme for wheat are assumed to be

(i) a2 10 per cent increase in the price of wheat
sold to the domestic 'Poultry' and 'Flour
and Cereal Products' industries,
and
(1i) a 2% per cent increase in the farm-gate price

of wheat.

Details of how these shocks were imposed on the model are given in the

Appendix.

3.2. Assumptions underlying the simulation

ORANI simulations can be run under a range of altemative sets
1

of assumptions about the economic environment™. By choosing which variables

are to be treated as exogenous and by the values assigned to certain
parameters, the model user must impose specifications about the implicit

time frame for the analysis and about various aspects of the macroeconomy.

The simulation reported in this paper was run under a standard

short-run mﬁmowmwnmawozw. The key assumptions are:

(i) fixed, industry-.specific capital stocks,

(ii) fixed real domestic consumption, investment and
government spending,

(iii) endogenous balance of trade,

(iv) a slack labour market for each of the model's nine

occupation categories,

un

. See DPRS, section 19.

. See DPRS, section 19, and Dixon, Parmenter, Powell and Vincent (1579},
section 4.1.

N
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The implications of the supply system (4.1) - (4.3) for the
results of our wheat price simulation depend heavily on the changes in
the basic value prices of commodities which are projected by the.model.
These are listed in the final column of Table 4.3. Basic value prices
for agricultural commodities are equivalent to farm gate prices. They
represent prices received by producers and exclude the margins - (trade,
transport and commodity taxes) which are included in prices paid by the

users of the commodities.

The price of wheat is projected to increase by approximately
2.5 per cent. Recall from section 3.1 that this is the direct effect
on the pool price of wheat implied by the 10 per cent increase in the
price of wheat to domestic consumers. The direct effects of the price
scheme are also evident in the price movement projected for poultry in
Table 4.3. The costs of the Poultry industry increase to a greater extent

than do domestic costs mwawdeM%N

owing to the 10 per cent increase in the
price of its wheat inputs and a 2.2 per cent increase in the cost of

inputs drawn from the Flour and Cereal Products w:mcmnwwvm itself a major
domestic user of wheat. Offsetting these cost increases is a 0.17 per cent
squeeze on the rental earned on capital in the »:acmﬁu%w due mainly to a
reduction in the demand for poultry by the Meat Products w:m:mnwwa which

accounts for 32 per cent of the total sales of poultry.

1. The projected increase in the index of consumer prices is 0.097 per
cent (see section 4.1).

2. These inputs account respectively for 2.8 per cent and 3.9 per cent of
the total costs of the Poultry industry,

3. Complete results for projected changes in capital rental rates and for
rates of return are available on request.

4. Recall from Section 4.2 that Meat Products is an exporter whose prospects
are adversely affected by the introduction of the wheat price scheme.
See Table 4,2.

13.

Taken together assumptions (iv) and (v) imply that producers
can employ as much labour as they require in all occupations at fixed
real wages. This combination, which implies that the level of employ-
ment is demand determined, seems appropriate for the current state mm
the Australian economy. Alternative assumptions about wage indexation
could easily be used. We could, for example, have excluded some part
of the policy induced rise in wheat prices from flowing into money wage

increases.

The final assumption, assumption (vi), merely fixes the
exchange rate as the numeraire in the model. Changes in the domestic
price level are therefore to be interpreted as changes in domestic
prices relative to world prices. ORANI has nothing to say about how
such a relative price change might actually be split between changes
in money prices in the domestic economy and changes in the exchange
rate. Note that, with full indexation of all domestic cost items,
changes in the exchange rate in ORANI produce no permanent changes
in relative prices and therefore no real effects. A 10 per cent
devaluation under these circumstances will simply increase all

domestic prices by 10 per cent.
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26. 15.

agricultural industries for our wheat price simulation. Notice that Table 4.1 : Projections of the Effects of the Introduction of a Home Price
1

10 commodities and 8 industries are distinguished within the agricult- Scheme for Wheat” on Macro and Employment Variables

ural sector. Four of the industries are assumed to produce multi-

: : L2 Employment
bl 4
commodity output bundles, although one of these (Milk Cattle and Variable . Projection Weights
Pigs) produces only two distinct commodities (the composite 'milk 3
Aggregate Employment (persons)” ~0.008
cattle and pigs' and 'meat cattle') and these in fixed proportions. ‘ )
) Employment
Notice also that the first four industries in Table 4.3 have explicit 1. Professional White Collar -0.015 0.039
regional dimensions. 2. Skilled White Collar -0.021 0,134
3. Semi and Unskilled White Collar -0.021 0.274
The first three industries in Table 4.3 are based on the zonal
. A 4. Skilled Blue Collar (metal and
classification developed by the Bureau of Agricultural Economics (BAE) electrical) -0.037 0.103
for its sheep industry surveys. These industries are assumed to select 5. Skilled Blue Collar (building) . . 0.002 0.043
their output mixes, according to relative commodity prices, so as to 6. Skilled Blue Collar (other) . ~0.062 0.027
maximize revenue subject to intercommodity production possibility frontiers 7. Semi and Unskilled Blue Collar - ~0.038 0.299
of the CRETH ﬁwmm.u In some cases the CRETH transformation possibilities 8. Rural Workers 0.267 0.065
were specified in terms of composites of commodities rather than at the 9. Armed Services 0.0 0.016
single commodity Hm<mu.~ ‘Within composites, commodities are assumed to be Aggregate Exports (foreign currency value) ~-0.185
produced in fixed proportions. This set of assumptions yields, for ORANI 78, Aggregate Imports (foreign currency <mmcmu 0.032
a commodity supply system in percentage change form as follows: Balance of Trade 8.1
. L Index of Consumer Prices 0.097
wwﬁuu = %Hmuu » where commodity i is included (4.1)
Capital Goods Price Index 0.064

in composite commodity =T

H

-~ *
i) =z, + j j) - ) R (j i1, (4.2) X : .
wamuv J ewﬁuu mvﬂﬁuu W nauv wamuu 1.  The scheme is assumed to raise the price of wheat to domestic users by
10 per cent. Producers are assumed to be paid a pool price. (See
eﬂnuv >0, section 3.1 above).
and : 2. All projections are percentage changes with the exception of the balance
of trade which has the units "millions of 1968/69 Australian dollars!.
1. For details see Dixon, Parmenter, Powell and Vincent (1979) and the 3.  Assumes average hours worked per person is constant.

references cited therein.
2. See Dixon, Parmenter, Powell and Vincent (1979), Table 3.1.
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24,

The level and composition of government spending is usually
set exogenously in ORANI simulations. 1In this simulation no changes in
government spending are allowed so that the output changes of industries
supplying primarily public sector demands are very small. Industry 105
(Defence) is an extreme case and industries 104 (Public Administration)

and 107 (Education,Libraries) are other examples in Table 4.2.

A final important determinant of the output responses of industries
in our simulation is capital intensity. In short-run ORANI simulations
a high share of capital in primary factor costs implies low output
mumxwvawnw.u Industry 103 (Ownership of Dwellings) is a polar case.
Since this industry employs no labour it is unable to vary its output in
the short run when capital is fixed. Industry 12 (Iron) is another very
capital intensive industry. Although exports account for a large share
of its sales, in the short run it is less vulnerable than other exporters

to the increase in variable costs (especially labour) generated by the

increase in the domestic price level.

4.3 Agricultural industry and commodity outputs

The specification of the agricultural sector in ORANI 78 allows
explicitly for the production of combinations of different agricultural
commodities within agricultural industries and for regional differences
in production technology between agricultural industries producing similar

2

bundles of commodities. Table 4.3 includes a matrix of projected

percentage changes in the output of agricultural commodities by

1. Cf. footnote 4, p.21.

2. See Dixon, Parmenter, Powell and Vincent (1979).

17.

The blue collar occupations (4, 6 and 7) face the largest declines
in output because they are relatively intensively used in import
competing industries. The net effect of the occupational changes

is to gemerate a small fall in aggregate employment.

4.2 Industry outputs : gainers and losers

The effects of the hypothetical wheat price scheme on the
industrial composition of the economy can be described by the projected
percentage changes in industries' output levels. These projections
are reproduced in Table 4.2, ranked in order from gainers to losers.

In this section we provide a guide to the industry results as a whole

by first indicating the main factors responsible for the relative
performance of industries and then showing, in rather more detail, how
these factors impinge on a selection of the more interesting cases from
Table 4.2. In the following two sections the implications of the

home price scheme for the agricultural sector in particular are discussed

in more detail.

Recall that the introduction of the scheme is assumed to
increase the farm gate price of wheat by 2% per cent. All of the
major output gains exhibited in Table 4.2 can be quite directly attributed
to the consequent stimulation of wheat production. Another direct effect
of the home consumption pricing arrangement is an increase in the domestic

price level which generates a cost-price squeeze for domestic exporting

industries (other than wheat producers) and reduces the competitiveness
of the import competing sector. These latter factors are responsible for

the main output reductions listed in Table 4.2.
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Industries 70 (Locomotives), 69 (Ship and Boat Building),
37 (Comstruction Equipment) and 6 (Other Farming Export) do not export
directly but are heavily dependent on sales to the export sector. The
sales of industry 70 are largely accounted for by intermediate and
investment sales to industry 94 (Rail Transport). The services provided
by the latter industry are intensively used in the transport of exports,
especially minerals. Industry 94 is projected to experience falls in
both its output (0.07 per cent) and its investment (0.19 per cent) and to
make corresponding reductions in its demands for current and capital inputs
from industry 70. Industry 69 sells more than one third of its output to
industry 95 (Water Transport) which is another export related transport
industry. Industry 69 also suffers sales 1losses because of a projected
decline in investment in the Fishing industry ( 1.10 per cent). The
position of industry 77 (Construction Equipment) is explained by its
dependance on sales of capital equipment to the minerals sector. Twenty-
five per cent of its sales are accounted for by investment sales to mining
or metal processing industries which are projected to reduce their invest-
ment by between 0.09 and 0.55 per cent. Industry 6 is the industry to which
sugar growing is classified. A large share of its output is exported via

the sugar refining exporter, industry 25.

The final industry among the twelve major losers in Table 4.2 is
industry 22 (Flour and Cereal Products)., This is the major domestic wheat
using industry and hence experiences a severe cost increase as a consequence
of the increase in the domestic wheat price. An increase in the basic value
price of flour and cereal products of 2.23 per cent is projected. The sales

of industry 22 go mainly to domestic personal consumption either directly

19.

All of the industries which occupy the first twelve places in
the ranking presented in Table 4.2 are either themselves wheat producers
or have important links with the wheat producing sector. Industry 2
(Wheat-Sheep Zone) is the economy's major wheat producer. The share of
wheat in the total value of its output is 44 per cent and this accounts

1 The other

for 93 per cent of total wheat production in the data base.
two agricultural zones, industry 1 (Pastoral Zone) and industry 3 (High

Rainfall Zone), also produce some wheat. The increase in wheat production
in these two zones has a much smaller impact on their aggregate activity

levels owing to the much smaller base-period shares of wheat in their

total outputs (10 per cent and 3 per cent respectively).

Apart from the three wheat producers, three other agricultural
industries appear among the top twelve gainers in Table 4.2. They are
industry 4 (Northern Beef), industry 5 (Milk Cattle and Pigs) and industry 7
(Other Farming Import Competing). These industries all experience increases
in activity levels because they are able to increase their shares of
markets for the agricultural commodities meat cattle, milk cattle and

pigs, or other farming import competing (see section 4.3 below).

The strong output performance of industries 76 (Agricultural
Machinery), 49 (Chemical Fertilizers) and 9 (Services to Agriculture) is

readily accounted for by the large proportions of their sales going

1. Dixon, Parmenter, Powell and Vincent (1979), section 3.3.
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