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More detailed results of these and the other IMPACT

experiments undertaken have been documented in a number of IMPACT publications.

Recent developments

Much of the current development work being undertaken in
the IMPACT project relates to the modelling of the agricultural sector.

Among these research projects are the following:

(a) The rural sector of the industry structure model has
been redesigned in iine with the zonal classification
developed by the Bureau of Agricultural Economics
(for example, "pastoral' and "high rainfall'). This
has been done to reflect the fact that the production
of the same agricultural commodity (for example wheat),
can involve different production techniques according
to its location within Australia, Rural industries
are now modelled as producing bundles of agricultural
commodities (such as wool, sheepmeat, and wheat). That
is multi-enterprise production on farms (which character-
izes so nuch of Australian agriculture) is explicitly
recognized. Each industry's output mix is allowed to
vary in response to changes in the relative prices of
the commodities which it produces. Obviously for
agricultural policy analysis, which can involve the

manipulation of product prices, it is highly desirable

1. A full listing of all the IMPACT papers can be obtained by writing to:
Mr. David Smith, Industries Assistance Commission, P.0. Box 80,
Canberra, A.C.T., 2600.

IMPACT - A Framework for Analysing Agricultural

Policy Issues

by

Rowen Craigie

Introduction

In formulating appropriate economic policies it is
desirable to take account of the complex inter-relationships of industry
structure, international trade, employment and population changes. This
interaction often means that the intended effects of a particular policy
action may be accompanied by unforeseen {and sometimes harmful)

repercussions elsewhere in the economy.

For example while an increase in the tariff on motor vehicles
may preserve employment in that industry in Australia, it will increase the
costs of all industries using motor vehicles. Most non-exporting industries
will attempt to pass on these higher costs by increasing their prices, thus
raising the consumer price index. This in turn is likely to lead to
additional wage increases through the wage indexation arrangements. However
the rural industries, being predominantly export-oriented, are poorly placed
to pass on all these cost increases. Thus a single policy action takenm to
protect employment in the motor vehicle industry could result in adverse
effects on the rural sector's ability to trade in a competitive world market

and hence on its profitability.

Without a framework that captures the interaction between
sectors of the economy, the possible indirect effects of any individual

policy action cannot be systematically analysed. Further, the failure to



raoNIEW ueTTRIISTY oYyl o3 Ar3usurmopexd Surd1ddns esoyy prp

ueyi £3171qeiryoxd UT SUOTIONPAI 193EBSIT POISFINS SOTIISNPUT [BINI PIIUOTIO
jxodxe ayi ‘uoTIBINWIS wooq SUTUTW SYI YITM OSBO OUL SBM SY QUITOED 03
peivefoxd sem ,sxayxom Teany, dnoaf sy utr juswdordus Ing [TEWS OXOM SIDIFFO
jusudoydue 21e80x88e oy  pe1oozye ATSSISAPE SBM SOTIISNPUT [BINX jo 3ndino
syx ‘indino teax ITOY3l 95BOIdUT 03 polooloxd sxsm sotxysnpur Suryedwod
jxodut 9Y3 OTTYM IBYI POIBOTIPUT SITNSOX Y] *SIFTILI UT SSBOIOUT PIROq °Y3

ssoxde jued zad gz ® ojernurs 03 sem juswrrodxe xsyjouy

103088 [BINIINOTIZE oY} pUB 9SBAIOUT JJIXel [BISUOS Y

*sydrevox 1xodxe TBUCTIIPPE oYl WOIF POUIBS DWOIUT

POSBOIOUT 8Y3 FO 1Insei ® st puedxs 01 pomolre sBM uoTIdumSUOD [BOX UOTIBINWIS
‘ Y1 UT 8SNEBD8(Q 05 SBM STYJ, °S1I09JF0 OSIVAPE 9S9YJ WOIF POUCTYSHD °q 03
popuas (Lxarnod ordwexs Iojy) xeasmoy uoridunsuos orisowop oy ndino Iteyl

3o uotaxodoxd 934eI ® [T0S 2BY} SOTIISNPUT [BINI SSOYL

‘qued xod 9yBte o1 dn Aq [19F SOTIISNPUT TBANI pojuerIo 1xodxe
Ar3usutwopoxd oyz ur jusulordme ‘jusn xod suo noge Aq estx o031 peivefoxd
sem Awouovs sy3 ur jusufordwe yyeieao jeyl 198y oyl oatdseq - (3ued zad
9ATI 031 osxy3 woxy Sutduex) jndino pue (3ued xod §T o1 o woxy Surfuer)
SWOOUT WIABF [BOI UT SUOTIONPSI 2I9AIS 150 oYl peoustaadxe 073380 3mou,
pue ,sutexf feexed, ¢,desys, sdnoxd ALxizsnpur oyl -31[nssx peiveloxd

Syl $BM JO0BI UT STYJ] ‘SUOTIOBIIUOCD SWOSUT pue suorzonpexr jndino rszyns
03 pe1oodxs oq pInoM SOTEBS TRIOT ITOYI UT sixodxs yo saxeys ySiy y3tm
SOTIISNPUT TBINI oS0yl ‘ATsnotasxd possnodsTp Suoseox sy3l Ioy - sixzodxe

18103 JO enTeA oyl Fo auss xad ¢ 03 3uereATnbe junowe ue £q PISEAIOLUT

rfanseax] syl pue jueg oAzessy oyl Lq (sasodand

Juera33 TP I03) padoyoasp useq 9ArYy BITBILISNY UT STIPOW OTHOUODS

I9Yl( ‘Iopouw oyl YyITm sjuswrxadxe snotaea Sutwioyaed Aq pesdreue

8¢ uBd SUOTIENITS ,PrIoM-TEAL, 03 L17Trqestrdde s3t pue welsds

syl yo anoraeysq oyl ‘asindwod v Aq poatos Ajrewzou sT 37 ‘sdrys

~UOT3IBTOI DTWOUODS Jo (suorienbs) sjuswelels [edIIvUSYIBU JO WO3IsAs
2 ur Awouodd oyl Jo siyvedse juesexadex o3 sidwelje opow STWOUODD UY T

¢ 1oa871 aotad texousd syl pue Surpusds jusuuronod ‘sanitpusdxe
JuewlssAur ‘dan3tpusdxs uoTIdUMsUOD FO STOAST TBUOTIBU
YITM POUISOUOD ST UDTYM [SPOHM OTUWOUODI-OIDEBW TIBUS B (=)
: exe osoyl -ofueyd [ETD0S pPUE DTWOUCDS SUTIINDDO
A11eanieu pue peosnpur Lotrod UssMieq UOTIDBISIUT JO SIDAFIS wxu osAreuUE

03 YDTYM YITA _STOPOM OTWOUODS INCF SISBY SIT SB SBY JIOVIWI

T

*opRI], SBSIOAQ FO usuixedeg

oyl pue ‘siteyyy oruylg pue uorieaStuuy Fo juewsxedeq eyl - 3defoxd oya

Jo sIioqusu mwwﬂucwmm OM] OSTE® 9IX® 2I9YL ‘SOTISTILIE JO neaxng uetleilsny

syl pue (sotwouody LIisnpuil Jo nesang ay3 £q pejussaxdexr mou) edismmo) pue
Axzsnpuy jyo jusmizedeq ey ‘iuwsmdorensq AjrTunumop pue Jursnoy ‘jusuuoxrTAug

yo auwsuwaxedeq oyl ‘suotie[ey [BIIIsnpul puw jusmlordmy Fo juswiredsq oYz
‘UOTSSTWMOY SDUBLSTISSY SOTIISNPUI oYl axe LSyl ‘UISDUOD JO SBOIB 9S8YL 109TFoI
sotousde Surjedroriaed oyl | *spusxz uorzeindod pue jodIvW Inogel 92Ul ‘opeil
TRUOTIBULISIUT ‘UOTITSOdwod A13sNpUT UeoM1aq 3ISIXS 2Byl SATYSUOTIBTOX DTWOUODD

9yl IO MOTA IuaIoYod ®B protd 03 swre 10ofoxd INVdWI OulL

LLOVANT ST JeYM

*stsdyeue Aoryod xoy Yromowexy ' yons opracxd
o1 pouStsep usaq sey ‘1oofoxd yoxeessx dtwoucds Aduefe-Iojur xolew ISITY
s BTTRIASTY ‘APNis LDVAWI oYL sororriod oTwouods juswuranod 3uSISTSHODUT JO

L1t11q1ssod eya seseaxsur suorido Aorrod JO SI003F0 oyl 1B JO 1UNodde oyBl



of all the domestic inter-industry linkages. That is, the effects on the
cost structure of each industry that uses the products affected by the
tariff change must be fully traced through before the net effect on the

costs of the rural industries can be determined.

IMPACT can make a contribution to the analysis of these
and other issues affecting agriculture becasuse it focuses on the whole
economy by means of economic models which encompass hundreds of relation~

ships between industry, employment and international trade.

IMPACT experiments and the agricultural sector

A number of experiments or applications using the industry
structure model have already been completed and the results published.
The effects on industry output, employment, prices of goods and services
and the balance of trade have been studied for:

. a devaluation

. a uniform across the board increase in tariffs

. an increase in export revenus (say from a& mining boom)
L the wage explosion and equal pay for women

. changes in world prices.

In all of these experiments the performance of about ten different rural
industry groups can be analysed. The broad results of two of these

experiments using the IMPACT model are discussed below,

A mining boom and the agricultural sector

To work out the short-run economy wide implications of a

mining boom, an experiment was undertaken which assumed that export income

(b) an industry structure model which decomposes the
national aggregates into 109 industry groups and
determines the relative prices of commodities, the
levels of domestic output, employment, imports and
exports for each group, and the demand for labour

classified by nine occupations ;

(e) a labour mo&om‘aommu which is concerned with the supply
of labour to .these nine occupations, taking into
consideration various economic-demographic factors
such as fertility, family formation, workforce
participation, immigration, education and mobility

between occupations ;

(d) a long term (15-25 years) model which is concerned
with the effects on the structure of the economy
of long term changes in technology, trading patterns
and demography.

What can IMPACT do?

At their present stage of development the IMPACT models can

handle the following sorts of questions :

"What would the effects be (say in one or two
years time) of changes in :

. the tariff level of a particular industry

. the exchange rate

v real wage rates

. export prices
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