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INTRODUCTION

Almos immediady after the fird democratic dection, South Africen policy makers
embraced the policy of trade liberdisation (see Holden 2000). To many obsarvers the offer
mede by South Africa to the World Trade Organisation (WTO) has been very generous.
Vaious dtempts to evduae the impact of trade liberdisation on the South African economy
have been undertaken snce (see for example, IDC 1997, Vdodia 1998, and Lewis 2001).
These atempts have ether been of a generd equilibrium nature or of a very micro firm leve
nature.

In this pgper, we condder the patia equilibrium effects of trade liberdisation on sdected
South Africen sectors and duders of commodities following Greenaway & Milner (1993).
This methodology is somewhere in between the generd equilibrium andyss and the firm
levd andyss, in that it can be conducted right the whole range of imported merchandise but
d a afinelevd of commodity detal (HSS).

We firg present some basic theory on the wdfare gains and losses of tariff changes, after
which we atempt to operationdise the welfare gains and losses of changes in import tariffs.
We conclude by presenting some indicative results based on (reaively old) IDC daa for
imports and asociaed taiffs We dso gpply the methodology to more recent tariffs, which
dlows us to evduate wefare gains and losses of tariff changes a a more detaled levd of
dugters of commodities

THEORETICAL OVERVIEW

The gppliction of a taiff on imported goods has a number of wdfare implications on:
consumers, government; internationd producers, the world, and domedic producers. The
wdfare impact depends on: how big the home country is how respongve foreign export
auppliers  (reflected in the import demand curve) ae and how responsve domestic
consumers are to changes in the price of the commodity.

Let us condder some illudrative examples to fadilitate our intuitive understanding.
Case 1: USimport tariff on cars

In the fird case, we take a look a the impogtion of a taiff by a large country, which by
virtue of its 9ze can influence the world price of a product. A hypotheticd example is
presanted in Figure 1, which depicts the US's import demand and the rest of the world's
export supply curve for cars. From the diagram, it is evident that the supply curve of cars to
the US is very indadtic, i.e. steep. This is partly because the US is such a large purchaser of
foreign cars (a monopsonigic buyer) that a reduction in US imports will cause a dedine in
internationa prices.

However, other factors such as technology dso play a part. With free trade, the world price is
Py and M’ cars are imported. If a tariff of PP is imposed, domedic prices will rise and
consumption (and therefore imports) will dedine In response to the dedining imports,
foreign prices fdl to P. Thus domestic prices do not rise the full tariff of PoP’, but only a
fraction PoPw. Foreign car producers suffer a reduction in price to P. Therefore, they are
partly ‘paying’ for the impostion of the tariff by means of reduced price.



Notes on Welfare Losses of Tariff Protection 4

Thefollowing wefare changes occur:

1 USconsterwelfaredesby(a+ b).

Initidly, consumers purchesed M’ a a price of R,. Now they import less
Mo, & a higher price of Py,. They are thus paying a (which reflects the
money vaue of & - Py)*Mo ) more for the M cars they usad to import a
old world price of R

Consumeas dso lose b, which reflects the negative impact on the
satisfaction they used to experience when purchasing MoM’ more cars at
the lower price P, . This “dead weight loss’ can be vdued & (Po -
Puw)*(M’-Mp)/2. If production output incresses this area ds0 incdudes the
loss in resources used to produce additiond cars a prices above that of the
world price.

2. Foregn producer wdfare fdls by (c + d), which reflects a decline in operaing
aurplus

- They lose ¢ revenue because ingead of receiving Py for the firda Me-cars
they exported to the US, they now only receive P for each car, the tad
vaue of whichis (P, — P')*Mo.

They ds0 loe revenue d, which reflects the operating revenue they

received from sdling the extra MM’ cars a the origind price P, Thiscan

bevaued a (Pv— P )*(M’-Mo)/2.!

3. The US government gans (@ + ¢) in the form of taiff revenue. Mo cars are
imported and atariff of PoP' isimposed on each.

4. World gans=(@a+c)— (@+b)—-(c+ d) = -(b+ d). Theworld loses p + d) as
M’ M, fewer cars are produced that used to bring wefare gains to both producers
and consumers. Thuswhat may be good for the US is not good for the world.

5. Not shown here is the gan to loca producers. Loca producers gain as they are
now &ble to raise ther price to Po as wdl as sdl more cars. This gan is, however,
exactly offsst by the loss in wefare by US consumers from having to pay a higher
domedtic price. In order to determine the dze of this wefare trander from
consumers to loca producers we would need to establish locd demand and supply
CUrves.

The net gantothe USis@ +c) — (@ +b) = (c— b). If c> bthenthe USgans They ganin
this case because, by imposing the tariff, they force foreign car producers to reduce their
prices in order to offset potential losses in export sdes. The tariff thus lowers the terms of
trade for foreigners and enables the US to import cars, dbeit fewer, a a lower world price
Clearly, the government may have to utilise the revenue they gain in order to compensate the
consumers if they are a srong lobby group. Also note that if foreign producers use tariffs to
counter the impogtion of taiffs in the US then the latter may lose as wel. Further losses
may aise if companies use resources in order to lobby government to impose these drategic
tariffs. The net gains are a best ambiguous.

! The export supply curve reflects the cost of producing each extraunit of cars for the export market. The
difference between the price the producer receives and the supply curveisthus ameasure of the operating
surplus gained from sdlling the cars.
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Figure 1: Gainsand losses of atariff increase with upward doping import supply curve
(largecountry)
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Case 2: South African import tariff on cars

In the second case, we look a the example of South Africa, which is a samdl importer of
internationd cars. If a taiff is imposed, the world price will not change because a decline in
imports from South Africa is indgnificant compared to totd world sdes of cas The

dadicity of export supply is thus infinite. As shown in Fgure 2, a tariff of PoPw raises the
price faced by domedtic consumers and reduces totd imports from M’ to M. South Africa
consumers lose (@ + b) and government gains a in revenue, resulting in anet loss of b.

Figure 2: Gainsand losses of a tariff increase with upward doping import supply curve
(small country)

Mp

Po

p, f————t—




Notes on Welfare Losses of Tariff Protection 6

OPERATIONALISATION OF THE THEORY

As has shown in the two examples above, much of the wefare gains or losses aisng from
the impogtion of a taiff depend on the dadicity of export supply. The more indadic the
export supply is, the grester the potentid gans In this section, we continue with an
expodtion of the gpplication of the above theory to South African crcumstances. For
expositiond purposes, we turn the Situation around and consider the imination of tariffs.

Suppose we have the following sst-up for a given impot A downwad doping import
demand curve Mp and, for reasons of convenience, an upward doping import supply curve
Ms As South Africa imports less than 1 % of totd world exports, it is unlikdy to face upward
doping foreign export supply curves Nevethdess, we use the upward doping export supply
curve as our dating point in order to creste a generic template, in which we can change
demand and supply dadticitiesto any leve.

Figure 3: Gainsand losses of a tariff reduction with upward doping import supply
curve (large country)

Mp

Mo VE

Looking & Fgure 3, it can be seen tha demand and supply of imports are in equilibrium &
price Po and quantity Mo. The equilibrium is reeched given atariff t such that

@ Po= Pu(1+)

After the taiff is diminated, imports will increese to M’ a a new world price P. As
explaned in the examples above, the new world price P only differs from R, if we have a
posdtively doped import supply curve (referred to as foreign export supply curve above). If
we meke the gmdl country assumption, the import supply curve flatens out, the supply
eadticity gpproachesinfinity and P will converge on Pu.
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In order to determine the wdfare losses and gains according to our earlier discusson, we
require as inputs to our cdculdions an initid vadue for the current imports, Mo, the tariff t,
and some edimaes for the import demand and import supply dadicies & and &
respectivdly. Eladticities, which tdl us the regponsveness of demand and supply to price
changes, can be eadly converted into the dopes of the demand and supply curves according
to the following relationships consstent with the notation of Fgure 3 above.

DM /M DM, P, P M M
2 -— 0/ b _ 0 -a20a=-gq-2=-g—2— (Noteeo<Oand es>0
(a) @ DP /Py DP Mp aMD a 9 P a°PW(1+t) ( ® & )
DM /M DM. P P M M
Z) = ) S = S W =—p2_ (U b= S = -0
(20) DP /R, DP Mg Mg < P, < P,

aand & are thus the dopes of the import demand and supply functions respectively. Given the
coordinates of Fgure 3, the dopes of the import demand and supply functions can be
approximeted as follows

(39 a=M"Mo 4 v M, =alP¢ p,)=alP¢-p, (L +t)]
P& P,
MG M, .
= ¢- = ¢-

(3b) b Ty 0 M¢& My =blp ¢ P,)

We can now solve for the new equilibrium price P
@ alp¢-R, (L +t)]=b(P¢-R,) <= (a- b)P¢=ar, (L +t)- bR,
If we scde output such that Py, = 1, this reduces further to

b-a-at . pe-q. A
b-a b-a

(b- ap ¢t=b- [afl +t) <=> p¢=

It can now be seen that if b gpproaches infinity, i.e, if the dadicity of import supply is very
high as would be expected for a smdl economy like South Africa, P gpproaches the P,
Subgtituting the results of eguaion (4) into equation (38) returns the equilibrium quantity of
imports M’

® Mo=M, - (R, - Pda

Utiliang eguations (1) — (5) we can now express aress a to d in tems of aur known varigbles
PO! MO! tl éaﬁ ?%'

From Figure 3 areaacan be caculated as
©® a=(p, - iy

Subdtituting equetion (4) for P we can write and amplify
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e & at & é at u é bt u A P P = t )
a=&,- §1' IMo = g1+t)- 1+ Mo =¢ Mo = E— - Mo =€ = UM,
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Note that in the last gep we subditute My out and let R, = 1. Moreover, in terms of known
vaiables, we only know t, My and the dadticities. We cannot see Py, but by assuming R, = 1
we solve this problem. We have essantidly re-scded imports such that esch unit is exactly
equd to R1 a world prices. From Figure 3 areab can be calculated as

@) b

P, -PYME M, )2

Subdtituting equation (5) for M’ we can write
b=-(p-P¥a/2

Incdculaing a we showed that

. &t
Pp-Pl=— S
0 e - g /(1+t)

Letting Pw = 1 and subtituting Po— P and equation (28), b can be written as

1o My & et
b_
2% (1+t)ée-S eD/(1+t)

LI
2 a

From the above equatiion we can see tha the dead weight loss b to consumers is proportiona
to the square of the tariff rate. The losses arisng from the impogtion of a taiff, thus incresse
a an exponentid rate.

Turning now to ¢, thisareain Figure 3 can be calculated as

® c=P&R )M

By again letting P,, = 1 and subgtituting equation (4) for P we can write:

o M ¢ ot
.- PO\ L8 WD g,
M, | Mo € . 2 U

* 5 %R £ ot

It can now be seen that if the dadticity of import supply goproaches infinity, ¢ is reduced to
zero and the change in the producer’s wefare due to lower world market prices becomes
negligible Andly, d in Figure 3 can be cdculated as

© d=p¢p,ME M)2

Using eguetion (5) this becomes
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d=-P¢r)R-rlR/2

Subdtituting P -Pw and Po-P’ derived when cdculainga and ¢

¢ € St
g _lg et £ 1+ aeM
28 & & G(1+t)

&S T B T Tl

which reducesto
é 2 0
8 es&bztz ;
e 1+t u
d T5é a+t) (Mo
eaees .S %u
&5 1 Y

As mentioned aove, wdfare loss of foreign producers becomes negligible if the supply
dadticity & arevery large.

APPLICATION TO SOUTH AFRICAN DATA

Equations (2) — (9) can be sat up in a spreadsheet in such a way tha dadticities can be
changed to any levd and the gains and losses of taiff reduction are determined ingantly. We
have auplied the above methodologies to a number of data sources, which will be discussed
together with the results below.
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Table 1: Imports (R million *96 pr), tariffs (' 96 schedule) and net change in welfare
(small country assumption, import demand eagticity: 1.56, R million '96 pr)

1 2 3 4
SC Sector Imports (R Tariff (1996Net A in Net A in
million * 96) schedule) wdfae R wdfare/
million 96, Imports

&=156
1 3843/0 Motor vehicles 24,392.51 39.7% 2,145.92 88%
2 322 Wearing appard exc footwear 3,995.83 67.3% 842.70 21.1%
3 3240 Footwesr 2,453.65 38.7% 206.87 84%
4 3211 Spinning, wool weaving & finishing of fabrics 3,264.82 32.3% 200.85 6.2%
5 3213 Knitting mills 2,351.32 33.4% 152.91 6.5%
6 3111 Saughtering, preparing & preserving mest 9,576.59 15.4% 152.80 16%
7 3118 Sugar factories & refineries 2,139.76 35.0% 151.40 7.1%
8 3212 Made-up textile goods, exc weearing apparel 1,396.36 40.6% 127.71 9.1%
9 3112 Dairy products 2,134.48 30.6% 119.04 5.6%
10 3117 Bakery products 2,880.78 25.8% 119.00 41%
11 3131 Digtilleries & wineries 2,243.33 29.3% 116.20 5.2%
12 3,140 Tobacco products 1,732.81 32.0% 104.81 6.0%
13 3523 Soap, cosmetics & toilet preparations 3,780.66 19.1% 89.91 24%
14 3,320 Furniture 2,589.87 22.1% 80.89 31%
15 1,100 Agriculture, forestry and fishing 11,747.13 8.8% 64.38 05%
16 3,233 Lesther products & lesther substitutes 926.68 28.3% 45.18 4%
17 3113 Canning & preserving of fruit & vegetables 2,851.55 14.6% 41.22 14%
18 353/4 Other basic chemicals, petroleum & cod 7,362.00 8.6% 39.38 05%
19 2,100 Mining 52,086.58 3.0% 34.12 0.1%
20 3,819 Other fabricated metds, exc machinery 3,801.67 7.8% 16.66 0.4%
21 3,560 Other plagtic products 1,157.20 14.2% 15.94 14%
22 3551 Tyres & tubes 933.51 14.4% 13.22 14%
23 3214 Carpets & rugs, mats & matting 302.28 26.6% 13.17 44%
24 3,833 Electricd gppliances & housewares 625.66 17.7% 12.95 21%
25 3,122 Prepared animd feeds 1,158.66 11.7% 11.04 10%
26 3,119 Cocoa, chocolate & sugar confectionery 1,254.85 11.2% 10.97 0.9%
27 3811 Cutlery, hand tools & generd hardware 1,348.94 10.6% 10.63 0.8%
28 3,829 Other machinery & eguipment, exc electrica 14,698.62 28% 893 0.1%
29 3419 Other pulp, paper & paperboard 1,184.70 10.2% 8.77 0.7%
30 3121 Other food products 2,172.62 7.0% 7.83 04%
31 3,710 Iron & stedl basic industries 12,325.15 2.7% 6.58 0.1%
32 3,813 Structural meta products 1,858.83 6.4% 5.60 0.3%
33 3812 Furniture & fixtures primarily of metal 347.06 15.2% 542 16%
34 3,691 Bricks, tiles, refractories, etc 495.40 12.4% 530 11%
35 3411 Pulp, paper & paperboard 2,533.88 5.2% 508 0.2%
36 3,215 Cordage, rope & twine industries 178.35 20.8% 4,96 2.8%
37 3,610 Pottery, china& earthenware 181.87 20.4% 488 27%
38 3,115 Vegetable & animd oils & fats 2,306.52 5.2% 464 0.2%
39 3,620 Glass & glass products 1,007.28 75% 411 04%
40 3,831 Electrica industria machinery 3,717.98 3.6% 369 0.1%
41 3851/4/5/9 Other trangport 5,624.45 29% 364 0.1%
42 3,134 Soft drinks & carbonated waters industries 2,105.64 4.8% 357 0.2%
43 3,720 Non-ferrous metal basic industries 3,610.21 36% 356 0.1%
44 3,521 Paints, varnishes & lacquers 607.77 9.0% 349 0.6%
45 3219 Textiles, not elsewhere classified 251.71 13.3% 304 12%
46 3,420 Printing & publishing 5,152.95 25% 249 0.0%
47 3,699 Other non-metallic minerd products 673.06 6.6% 213 0.3%
48 3,116 Grain mill products 3,734.02 27% 208 0.1%
49 3,832 Radio, televison & communication equipment 7,286.17 17% 1.60 0.0%
50 3,513 Synthetic resins & plastic materids 1,249.58 41% 155 0.1%
51 3,310 Wood & wood products, exc furniture 1,388.82 3.8% 1.48 0.1%
52 3,511 Industrial chemicals 9,562.88 12% 103 0.0%
53 3,529 Other chemica products 3,423.81 19% 0.96 0.0%
54 3,839 Other electrica gpparatus & supplies 1,834.94 25% 0.87 0.0%
55 386,390,239,033,909 Other manufacturing industries 6,594.55 12% 0.73 0.0%
56 3,821 Engines & turbines 1,008.65 26% 053 0.1%
57 3114 Canning, preserving & processing of fish 2,136.57 16% 043 0.0%
58 3,133 Malt liquors & malt 3,564.82 0.9% 023 0.0%
59 3,901 Jawelery and related articles 1,428.13 12% 015 0.0%
60 3,512 Fertilizers & pegticides 1,211.44 10% 0.09 0.0%
61 3,824 Specid industria machinery & equipment 7,157.83 0.2% 0.02 00%
62 3,822 Agriculturd machinery & equipment 381.33 0.6% 0.01 0.0%
63 3,522 Medicinal & pharmaceutical preparations 2,676.69 0.2% 001 0.0%
64 3,692 Cement 29.17 0.8% 0.00 0.0%
65 3,823 Meta & woodworking machinery 2,879.40 0.1% 0.00 0.0%
66 3,825 Office, computing & accounting machinery 5,184.07 0.0% 0.00 0.0%

Source: Kuhn and Jansen 1996, and own calculations
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Using IDC datafor 1996

We dat by employing data published by the IDC (Kuhn and Jansen 1997), which is shown
in columns 1 — 2 of Table 1. The results of equation (6), i.e., the net wedfare changes (area c-b
in Figure 3) for the smdl country assumption & = very large) are shown in column 3. These
results are based on an import price dadicity (&) of 1.56 for dl sectors following Gumede
(2000). In order to place the welfare changes in a better context, we divide them by the
imports of the relevant sedor.

It can be seen that motor vehicles, textile, clothing, footwear and food processing sectors
offer the largest net gains to the consumer in South Africa Note that the consumer wdfare
changes ae net of the losses in government revenue, assuming that this would have been
redistributed to consumers one way or another.

It should be redised that dl import demand dadticities are set to equd to the vdue —1.56, i.e,
across al sectors. Changing the dadticities uniformly across these sectors will nat change the
ranking of the sectors. The chalenge is therefore to find estimates of sector specific import
demand function. Gumede (2000) has dso made an dtempt to edimate import price
eladicities for a limited number of sectors. Mogt of the results ould not be used snce ether
the dgns of the edtimated dadticity are in the wrong direction, i.e, suggesting that the import
demand goes up with an increese in the price, or no edimates were recorded. The following
results were considered to be useable.

Table 2: Estimated import price eagticities used in the welfare gains and losses
calculations

Estimated

import  price
Sector gadticity
chemicas -0.3010
meachinery -0.2125

eect. mechinery  -0.1130
. manufacturing -0.3640

Ea O NN o

Source: Gumede 2000

It can be seen tha the estimated import price dadicities are much lower than the —1.56 used

above. As a reault, the wdfare effects will be only be aout a quater to a fifth of what is
estimated in Table 1 above. This can be seenin the next table.
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Table 3: Imports (R million "96 pr), tariffs (' 96 schedule) and net changein welfare

(small country assumption, sector specificimport demand eagticities, R million " 96 pr)
1 4

2 3
SC Sector Imports  Tariff Net A in wdfare Net A in
(R million (1996 Rm’'9%6 sector welfare/
‘96) schedule)  specific & Imports
1 3843/0 Motor vehicles 2439251  39.7% 500.63 21%
2 3220 Wearing gpparel exc footwear 3,995.83 67.3% 196.60 4.9%
3 3240 Footwear 2,453.65 38.7% 48.26 20%
4 3211 Spinning, wool, weaving & finishing of fabrics 3,264.82 32.3% 46.86 14%
5 3213 Knitting mills 2,351.32 33.4% 35.67 15%
6 3111 Saughtering, preparing & preserving mest 9,576.59 15.4% 35.65 04%
7 3118 Sugar factories & refineries 2,139.76 35.0% 35.32 17%
8 3212 Made-up textile goods, exc wearing apparel 1,396.36 40.6% 29.79 21%
9 3112 Dairy products 2,134.48 30.6% 27.77 13%
10 3117 Bakery products 2,880.78 25.8% 27.76 10%
11 3131 Digtilleries & wineries 2,243.33 29.3% 27.11 12%
12 3,140 Tobacco products 1,732.81 32.0% 24.45 14%
13 3,320 Furniture 2,589.87 22.1% 18.87 0.7%
14 3,523 Soap, cosmetics & toilet preparaions 3,780.66 19.1% 17.34 0.5%
15 1,100 Agriculture, forestry and fishing 11,747.13 8.8% 15.02 0.1%
16 3,233 Leather products & leather substitutes 926.68 28.3% 1054 11%
17 3113 Canning & preserving of fruit & vegetables 2,851.55 14.6% 9.62 0.3%
18 2,100 Mining 52,086.58  3.0% 7.96 0.0%
19 353/4 Other basic chemicals, petroleum & cod 7,362.00 8.6% 7.60 0.1%
20 3,560 Other plastic products 1,157.20 14.2% 307 0.3%
21 3214 Carpets & rugs, mats & matting 302.28 26.6% 307 1.0%
22 3,122 Prepared anima feeds 1,158.66 11.7% 258 0.2%
23 3119 Cocoa, chocolate & sugar confectionery 1,254.85 11.2% 256 0.2%
24 3,551 Tyres & tubes 933.51 14.4% 255 0.3%
25 3811 Cutlery, hand tools & generd hardware 1,348.94 10.6% 248 0.2%
26 3,819 Other fabricated metas, exc machinery 3,801.67 7.8% 227 0.1%
27 3,419 Other pulp, paper & paperboard 1,184.70 10.2% 205 0.2%
28 3121 Other food products 2,172.62 7.0% 183 0.1%
29 3,710 Iron & sted basic industries 1232515 2% 153 0.0%
30 3,691 Bricks, tiles, refractories, etc 495.40 12.4% 124 0.2%
31 3,829 Other machinery & equipment, exc eectrica 14,69862  28% 122 0.0%
32 3411 Pulp, paper & paperboard 2,533.88 5.2% 119 0.0%
33 3215 Cordage, rope & twine industries 178.35 20.8% 116 0.6%
34 3,610 Pottery, china& earthenware 181.87 20.4% 114 0.6%
35 3115 Vegetable & animd oils & fats 2,306.52 5.2% 108 0.0%
36 3,620 Glass & glass products 1,007.28 75% 0.96 0.1%
37 3,833 Electrica appliances & housewares 625.66 17.7% 094 0.1%
38 3851/4/5/9 Other trangport 5,624.45 2% 0.85 0.0%
39 3,134 Soft drinks & carbonated waters industries 2,105.64 4.8% 0.83 0.0%
40 3,720 Non-ferrous meta basic industries 3,610.21 36% 083 0.0%
41 3,813 Structural metal products 1,858.83 6.4% 0.76 0.0%
42 3,812 Furniture & fixtures primarily of meta 347.06 15.2% 0.74 0.2%
43 3219 Textiles, not elsewhere classified 251.71 13.3% 0.71 0.3%
44 3,521 Paints, varnishes & lacquers 607.77 9.0% 0.67 0.1%
45 3,420 Printing & publishing 5,152.95 25% 058 0.0%
46 3,699 Other non-metallic minera products 673.06 6.6% 050 0.1%
47 3,116 Grain mill products 3,734.02 2.7% 049 0.0%
48 3,310 Wood & wood products, exc furniture 1,388.82 3.8% 0.35 0.0%
49 3,513 Synthetic resins & plastic materias 1,249.58 41% 0.30 0.0%
50 3,831 Electrical industria machinery 3,717.98 36% 0.27 0.0%
51 3511 Industrial chemicals 9,562.88 1.2% 0.20 0.0%
52 3529 Other chemical products 342381 19% 0.18 0.0%
53 386,390,239,033,909 Other manufacturing industries 6,594.55 12% 017 0.0%
54 3,832 Radio, televison & communication equipment 7,286.17 1.7% 012 0.0%
55 3114 Canning, preserving & processing d fish 2,136.57 16% 0.10 0.0%
56 3,821 Engines & turbines 1,008.65 26% 0.07 0.0%
57 3,839 Other electrica apparatus & supplies 1,834.94 25% 0.06 0.0%
58 3,133 Malt liquors & malt 3,564.82 0.9% 005 0.0%
59 3,901 Jewdlery and rdlated articles 1,48.13 12% 0.03 0.0%
60 3512 Fertilizers & pedticides 1,211.44 10% 0.02 0.0%
61 3,824 Specid industrial machinery & equipment 7,157.83 0.2% 0.00 0.0%
62 3,822 Agriculturd machinery & equipment 381.33 0.6% 0.00 0.0%
63 3,522 Medicind & pharmaceutical preparations 2,676.69 0.2% 0.00 0.0%
64 3,692 Cement 29.17 0.8% 0.00 0.0%
65 3,823 Metal & woodworking machinery 2,879.40 0.1% 0.00 0.0%
66 3,825 Office, computing & accounting machinery 5,184.07 0.0% 0.00 0.0%

Source: Kuhn and Jansen 1996, and own calculations
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Because the vaidion in the edimated eadicities shown in Table 2 is rdaivey smdl, the
ranking of Table 3 isnot much different compared to Table 1.

Using Customs and Excise data for 1998 with recent IDC data

Using Customs & Exdse data for 2000 with July 2000 tariff data

We condlude this section with an gpplication of the same methodology now using ad valorem
taiff deta for July 2000 (exduding nonad valorem tariffs, which only goply to about 4% of
totd imports), avalable from DTI, and 2000 import data In doing so, we hope to pick up
some trends now that we can add a second observation to 1996.

Table4: South Africa Merchandise Imports (2000) and import weighted tariffs, ranked
according to tariff (R million, current prices)

Imports Tariff Imports Tariff

1 HS24: Tobacco and manufactured tobacco substitutes. 23 42.9% 50 HS06: Live trees and other plants; bulbs, roots and t 37 4.2%
2 HS98: Specia classifications provisions 15,008 35.0% 51 HS53: Other vegetable textile fibres; paper yarn and w 56 4.1%
3 HS87: Vehicles (excluding railway or tramway rollings 10,566 31.5% 52 HSB89: Ships, boats and floating structures. 107 4.0%
4 HS62: Items of app and clothing acc, not knitted or cr 37 31.1% 53 HS12: Oil seeds and oleaginous fruits, miscellaneous g 222 3.7%
5 HS57: Carpets and other textile floor coverings. 144 30.0% 54 HS37: Photographic or cinematographic goods. 612 3.5%
6 HS64: Footwear, gaiters and the like; parts of such it 666 28.1% 55 HS85: Electrical machinery and equipment and parts the 23,600 3.5%
7 HS$A2: Items of leather; saddlery and harness; travel g 358 28.1% 56 HS44: Wood and items of wood; wood charcoal 1,015 3.2%
8 HS66: Umbrellas, sun umbrellas, walkingsticks, seat s 29 27.3% 57 HSI11: Products of the milling industry; malt; starches 191 3.0%
9 HS65: Headgear and parts thereof 93 26.1% 58 HS45: Cork and items of cork 773 2.9%
10 HS61: Items of app and clothing acc, knitted or croche 41 25.0% 59 HS74: Copper and items thereof 330 2.8%
11 HS19: Prepaations of ceredls, flour, starch, or milk; 146 24.3% 60 HS72: Iron and steel. 1,721 2.7%
12 HS63: Other made up textile items; sets; worn clothing 140 22.8% 61 HS32: Tanning or dyeing extracts, tannins and their de 1,321 2.7%
13 HS16: Preparations of met, of fish or of crustaceans, 18 22.7% 62 HS03: Fish and crustaceans, molluscs and other aquatic 10 2.1%
14 HS60: Knitted or crocheted fabrics. 129 20.2% 63 HSA49: Printed books, newspapers, pictures and other pr 998 1.9%
15 HS93: Arms and ammunition; parts and acc thereof. 0 20.0% 64 HS95: Toys, games and sports requisites; parts and acc 1,293 1.4%
16 HS46: Manufactures of straw, of esparto or of other pl 30 17.5% 65 HS55: Man-made staple fibres. 391 1.3%
17 HS94: Furniture; bedding, mattresses, mattress support 1,019 17.4% 66 HS25: Salt, sulphur, earths and stone, plastering mate 610 1.3%
18 HS02: Meat and edible meat offal 596 17.1% 67 HS36: Explosives; pyrotechnic products; matches; pyrop 110 1.2%
19 HS22: Beverages, spirits and vinegar. 96 16.5% 68 HS09: Coffee, tea, mate and spices 290 1.0%
20 HS17: Sugars and sugar confectionery 117 16.2% 69 HS29: Organic chemicals. 4,321 1.0%
21 HS67: Prepared feathers and down and items made of fea 40 15.5% 70 HS71: Natural or cultured pearls, precious or semi-pre 3,551 0.9%
22 H$45: Cork and items of cork 455 15.1% 71 HS38: Miscellaneous chemical products. 3,120 0.9%
23 HS34: Soap, organic surface-active agents, washing pre 489 14.6% 72 HS28: Inorganic chemicals; organic or inorganic compou 3,841 0.9%
24 H$A0: Rubber and items thereof. 2,305 14.1% 73 HS84: Nuclear reactors, boilers, machinery and mechani 29,124 0.8%
25 HS83: Miscellaneous items of base metal. 537 13.6% 74 HS90: Optical, photographic, cinematographic, measurin 6,516 0.5%
26 HS56: Wadding, felt and nonwovens; specia yarns; twin 217 13.4% 75 HS51: Wool, fine or coarse animal hair; horsehair yarn 114 0.2%
27 HS54: Man-made filaments 502 13.0% 76 HS30: Pharmaceutical products. 4,293 0.1%
28 HS58: Special woven fabrics; tufted textile fabrics; | 150 12.3% 77 HSI10: Ceredls 1,165 0.0%
29 HS59: Impregnated, coated, covered or laminated textil 470 12.2% 78 HS35: Albuminoidal substances; modified starches; glue 448 0.0%
30 HS20: Preparations of vegetables, fruit, nuts or other 125 12.1% 79 HS27: Minera fuels, oils and products of their distil 25,685 0.0%
31 HS96: Miscellaneous manufactured items. 501 11.9% 80 HSOL: Live animals 44 0.0%
32 HS33: Essential oils and resinoids; perfumery, cosmeti 959 10.3% 81 HS05: Products of animal origin, not elsewhere specifi 159 0.0%
33 HS07: Edible vegetables and certain roots and tubers 185 10.3% 82 HS14: Vegetable plaiting materials; vegetable products 32 0.0%
34 HS52: Cotton 12 9.8% 83 HS26: Ores, slag and ash. 226 0.0%
35 H$A8: Paper and paperboard; items of paper pulp, of p 2,437 9.2% 84 HS31: Fertilizers. 858 0.0%
36 HST70: Glass and glassware. 672 82% 85 HS45: Cork and items of cork 164 0.0%
37 HS18: Cocoa and cocoa preparations 212 76% 86 HSAT: Pulp of wood or of other fibrous cellulosic mate 275 0.0%
38 HS39: Plastics and items thereof. 5,109 72% 87 HS50: Silk 24 0.0%
39 HS76: Aluminium and items thereof 699 7.1% 88 HST75: Nickel and items thereof 762 0.0%
40 HS23: Residues and waste from the food industries;, pre 839 6.4% 89 HS78: Lead and items thereof. 45 0.0%
41 HS69: Ceramic products. 1,553 6.1% 90 HS79: Zinc and items thereof. 111 0.0%
42 HS68: Items of stone, plaster, cement, asbestos, mica 448 6.0% 91 HSB80: Tin and items thereof. 84 0.0%
43 HS04: Dairy produce; birds' eggs; natural honey; edibl 14 58% 92 HS81: Other base metals, cermets: items thereof. 145 0.0%
44 HS13: Lac; gums, resins and other vegetable sapsand e 119 57% 93 HSB86: Railway or tramway locomotives, rolling-stock an 103 0.0%
45 HSB82: Tools, implements, cutlery, spoons and forks, of 1,095 57% 94 HS88: Aircraft, spacecraft and parts thereof. 4,748 0.0%
46 HS73: Items of iron or steel. 2,026 5.6% 95 HS91: Clocks and watches and parts thereof. 335 0.0%
47 HSA41: Raw hides and skins (excluding furskins) and lea 728 49% 96 HS92: Musica instruments; parts and acc of such items 57 0.0%
48 HS08: Edible fruit and nuts; peel of citrus fruit or 147 4.9% 97 HS97: Works of art, collectors' pieces and antiques. 220 0.0%
49 HSA3: Furskins and artificial fur; manufactures there 4 4.7% 98

Source: Customs and Excise and DTI

In Table 5 it can be seen that the highest import duties are recorded for tobacco and original
equipment components (HS2: 98). Taiffs on clothing have dropped from leves higher than
55% to bdow 30%. Motor vehicle tariffs on the other hand have risen from 20% to 31%,
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which is probably the result of the import weighting procedure, with imports switching to the
higher taiff lines in the group. The HS2 commodity groups of large vaue with reatively
high tariffs are unclassified, motor vehicles and rubber products and, to a lesser degree,
furniture (seerow 17).

This is confirmed in Table 6 where it is shown that the HR2 commodity groups with the
largest vaues receive rddively low protection, except the groups mentioned above. These
include, amongst others, machinery, dectricd machinery and fuds and dso some chemicas

groups and specid equipment.

Table5: South Africa Merchandise | mports (2000) and import weighted tariffs, ranked
accor ding tovalue of imports (R million, current prices)

Imports Tariff Imports Tariff
1 HS84: Nuclear reactors, boilers, machinery and mechani 29,124 0.8% 50 HS09: Coffee, tea, mate and spices 290 1.0%
2 HS27: Mineral fuels, oils and products of their distil 25,685 0.0% 51 HSA7: Pulp of wood or of other fibrous cellulosic mate 275 0.0%
3 HS85: Electrical machinery and equipment and parts the 23,600 3.5% 52 HS26: Ores, slag and ash. 226 0.0%
4 HS98: Specia classifications provisions 15,008 35.0% 53 HS12: Oil seeds and oleaginous fruits; miscellaneous g 222 3.7%
5 HS87: Vehicles (excluding railway or tramway rolling-s 10,566 31.5% 54 HS97: Works of art, collectors' pieces and antiques. 220 0.0%
6 HS90: Optical, photographic, cinematographic, measurin 6,516 0.5% 55 HS56: Wadding, felt and nonwovens; special yarns; twin 217 13.4%
7 HS39: Plastics and items thereof. 5,109 7.2% 56 HS18: Cocoa and cocoa preparations 212 7.6%
8 HS88: Aircraft, spacecraft and parts thereof. 4,748 0.0% 57 HS11: Products of the milling industry; malt; starches 191 3.0%
9 HS29: Organic chemicals. 4,321 1.0% 58 HSO07: Edible vegetables and certain roots and tubers 185 10.3%
10 HS30: Pharmaceutical products. 4,293 0.1% 59 HS45: Cork and items of cork 164 0.0%
11 HS28: Inorganic chemicals; organic or inorganic compou 3,841 0.9% 60 HSO05: Products of animal origin, not elsewhere specifi 159 0.0%
12 HS71: Natural or cultured pearls, precious or semipre 3,551 09% 61 HS58: Special woven fabrics; tufted textile fabrics; | 150 12.3%
13 HS38: Miscellaneous chemical products. 3,120 0.9% 62 HSO08: Edible fruit and nuts; peel of citrus fruit or 147 4.9%
14 H$SA8: Paper and paperboard; items of paper pulp, of p 2,437 9.2% 63 HS19: Preparations of cereals, flour, starch, or milk; 146 24.3%
15 HSA40: Rubber and items thereof. 2,305 14.1% 64 HSB81: Other base metals; cermets: items thereof. 145 0.0%
16 HS73: Items of iron or steel. 2,026 56% 65 HS57: Carpets and other textile floor coverings. 144 30.0%
17 HS72: Iron and steel. 1,721 2.7% 66 HS63: Other made up textile items; sets; worn clothing 140 22.8%
18 HS69: Ceramic products. 1,553 6.1% 67 HS60: Knitted or crocheted fabrics. 129 20.2%
19 HS32: Tanning or dyeing extracts, tannins and their de 1,321 2.7% 68 HS20: Preparations of vegetables, fruit, nuts or other 125 12.1%
20 HS95: Toys, games and sports requisites; parts and acc 1,293 1.4% 69 HS13: Lac; gums, resins and other vegetable saps and e 119 5.7%
21 HSI10: Cereds 1,165 0.0% 70 HS17: Sugars and sugar confectionery 117 16.2%
22 HS82: Tools, implements, cutlery, spoons and forks, of 1,095 5.7% 71 HS51: Wool, fine or coarse animal hair; horsehair yarn 114 0.2%
23 HS94: Furniture; bedding, mattresses, mattress support 1,019 17.4% 72 HS79: Zinc and items thereof. 111 0.0%
24 HS44: Wood and items of wood; wood charcoal 1,015 3.2% 73 HS36: Explosives; pyrotechnic products; matches; pyrop 110 1.2%
25 HS$A49: Printed books, newspapers, pictures and other pr 998 1.9% 74 HS89: Ships, boats and floating structures. 107 4.0%
26 HS33: Essentia oils and resinoids; perfumery, cosmeti 959 10.3% 75 HS86: Railway or tramway locomotives, rolling-stock an 103 0.0%
27 HS31: Fertilizers. 858 0.0% 76 HS22: Beverages, spirits and vinegar. 96 16.5%
28 HS23: Residues and waste from the food industries; pre 839 6.4% 77 HSE5: Headgear and parts thereof 93 26.1%
29 HS45: Cork and items of cork 773 29% 78 HS80: Tin and items thereof. 84 0.0%
30 HS75: Nickel and items thereof 762 0.0% 79 HS92: Musical instruments; parts and acc of such items 57 0.0%
31 HS41: Raw hides and skins (excluding furskins) and lea 728 4.9% 80 HS53: Other vegetable textile fibres; paper yarn and w 56 4.1%
32 HS76: Aluminium and items thereof 699 7.1% 81 HS78: Lead and items thereof. 45 0.0%
33 HS70: Glass and glassware. 672 82% 82 HSO1: Liveanimals 44 0.0%
34 HS64: Footwear, gaiters and the like; parts of such it 666 28.1% 83 HS61: Items of app and clothing acc, knitted or croche 41 25.0%
35 HS37: Photographic or cinematographic goods. 612 3.5% 84 HS67: Prepared feathers and down and items made of fea 40 15.5%
36 HS25: Salt, sulphur, earths and stone, plastering mate 610 13% 85 HSO06: Live trees and other plants; bulbs, roots and t 37 4.2%
37 HS02: Meat and edible meat offal 596 17.1% 86 HS62: Items of app and clothing acc, not knitted or cr 37 31.1%
38 HS83: Miscellaneous items of base metal. 537 13.6% 87 HS14: Vegetable plaiting materials, vegetable products 32 0.0%
39 HS54: Man-made filaments 502 13.0% 88 HS46: Manufactures of straw, of esparto or of other pl 30 17.5%
40 HS96: Miscellaneous manufactured items. 501 11.9% 89 HS66: Umbrellas, sun umbrellas, walkingsticks, seat s 29 27.3%
41 HS34: Soap, organic surface-active agents, washing pre 489 14.6% 90 HS50: Silk 24 0.0%
42 HS59: Impregnated, coated, covered or laminated textil 470 12.2% 91 HS24: Tobacco and manufactured tobacco substitutes. 23 42.9%
43 HS45: Cork and items of cork 455 15.1% 92 HSI6: Preparations of meat, of fish or of crustaceans, 18 22.7%
44 HS35: Albuminoidal substances; modified starches; glue 448 0.0% 93 HSO04: Dairy produce; birds' eggs; natural honey; edibl 14 5.8%
45 HS68: Items of stone, plaster, cement, asbestos, mica 448 6.0% 94 HS52: Cotton 12 9.8%
46 HS55: Man-made staple fibres. 391 1.3% 95 HS03: Fish and crustaceans, molluscs and other aquatic 10 2.1%
47 H$A2: Items of leather; saddlery and harness; travel g 358 28.1% 96 HS43 Furskins and artificia fur; manufactures there 4 4.7%
48 HS91: Clocks and watches and parts thereof. 335 0.0% 97 HS93: Arms and ammunition; parts and acc thereof. 0 20.0%
49 HS74: Copper and items thereof 330 2.8% 98

Source: Customs and Excise and IDC

As with the earlier results, we report on net wefare changes expressed in terms of R millions
and as a proportion of totd imports. On the left hand Sde o the next table we show results
for the economy-wide import demand dadiicity of 1.56 while on the right hand sde we show
the results for sector-specific import demand dadicities As before, the amdl country
assumption is chosen so that the export demand dadticity isvery large.
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Due to the smdl vaiation in the edimaes of the import demand dadidties, the ranking of
HS2 commodities is identicd. In both cases undassfied commodities offer the largest
consumer gans falowing the full dimingtion trade bariers followed by the HS2 group of
completle motor vehides. This indudes mainly origind equipment components for motor

vehides (HSS: 98010030-40).

Table6: Net changein wdfare (July 2000 tariff schedule, small country assumption,
import demand eagticity: -1.56 and sector specific import demand elagticities

respectively, R million 00 pr)

Based on economy-wide import demand Net  As% of Based on sector specific import demand Net As % of
dadticity of —1.56 changes imports dadicities changes imports
in inwdfare
welfare
1 HS98: Specid classifications provisions -1,061 15,008 1 HS98: Special classifications provisions 248 -1.7%
2 HS87: Vehicles (excluding railway or tramway rollings  -623 10,566 2 HS87: Vehicles (excluding railway or tramway rolling-s  -145 -1.4%
3 HS64: Footwear, gaiters and the like; parts of such it -32 666 3 HS64: Footwear, gaiters and the like; parts of such it -7 -1.1%
4 H$40: Rubber and items thereof. -31 2,305 4 HSA0: Rubber and items thereof. -7 -0.3%
5 HS85: Electrical machinery and equipment and partsthe -22 23,600 5 HS85: Electrical machinery and equipment and partsthe 5 0.0%
6  HS94: Furniture; bedding, mattresses, mattress support ~ -20 1,019 6 HS94: Furniture; bedding, mattresses, mattress support 5 -0.5%
7  HS39: Plastics and items thereof. -19 5,109 7 HS39: Plastics and items thereof. 4 -0.1%
8 H$42: Items of leather; saddlery and harness; travel g -17 358 8 H$A2: Items of leather; saddlery and harness; travel g 4 -1.1%
9  HS48: Paper and paperboard; items of paper pulp, of p -15 2,437 9  H$48: Paper and paperboard; items of paper pulp, of p 3 -0.1%
10 HS02: Meat and edible meat offal -12 596 10 HS02: Meat and edible meat offal < -0.5%
11 HS57: Carpets and other textile floor coverings. -8 144 11 HS57: Carpets and other textile floor coverings. 2 -1.3%
12 HS33: Essentia oils and resinoids; perfumery, cosmeti -7 959 12 HS33: Essential oils and resinoids; perfumery, cosmeti 2 -0.2%
13 HS34: Soap, organic surface-active agents, washing pre -7 489 13 HS34: Soap, organic surface-active agents, washing pre 2 -0.3%
14 H$A5: Cork and items of cork -7 455 14 HSA45: Cork and items of cork 2 -0.4%
15 HS83: Miscellaneous items of base metal. -7 537 15 HS83: Miscellaneous items of base metal. 2 -0.3%
16 HS54: Man-made filaments -6 502 16 HS54: Man-made filaments 1 -0.3%
17 HSI19: Preparations of cereals, flour, starch, or milk; -5 146 17 HS19: Preparations of cereals, flour, starch, or milk; -1 -0.9%
18 HS96: Miscellaneous manufactured items. -5 501 18 HS96: Miscellaneous manufactured items. -1 -0.2%
19 HS59: Impregnated, coated, covered or laminated textil -5 470 19 HS59: Impregnated, coated, covered or laminated textil -1 -0.2%
20 HS63: Other made up textile items; sets; worn clothing -5 140 20 HS63: Other made up textile items; sets; worn clothing -1 -0.8%
21 HS73: Items of iron or steel. -5 2,026 21 HS73: Items of iron or steel. -1 -0.1%
22 HS69: Ceramic products. -4 1,553 22 HS69: Ceramic products. -1 -0.1%
23 HS65: Headgear and parts thereof -4 93 23 HS65: Headgear and parts thereof -1 -1.0%
24 HS60: Knitted or crocheted fabrics. -3 129 24 HS60: Knitted or crocheted fabrics. -1 -0.6%
25 HS70: Glass and glassware. -3 672 25 HS70: Glass and glassware. -1 -0.1%
26 HS56: Wadding, felt and nonwovens; special yarns; twin -3 217 26 HS56: Wadding, felt and nonwovens; specia yarns; twin -1 -0.3%
27 HS82: Tools, implements, cutlery, spoons and forks, of -3 1,095 27 HS82: Tools, implements, cutlery, spoons and forks, of -1 -0.1%
28 HS76: Aluminium and items thereof -3 699 28 HS76: Aluminium and items thereof -1 -0.1%
29 HS23: Residues and waste from the food industries; pre -2 839 29 HS23: Residues and waste from the food industries; pre -1 -0.1%
30 HS24: Tobacco and manufactured tobacco substitutes. -2 23 30 HS24: Tobacco and manufactured tobacco substitutes. -1 -2.3%
31 HS62: Items of app and clothing acc, not knitted or cr -2 37 31 HS62: Items of app and clothing acc, not knitted or cr 0 -1.3%
32 HS17: Sugars and sugar confectionery -2 117 32 HS17: Sugars and sugar confectionery 0 -0.4%
33 HS22: Beverages, spirits and vinegar. -2 96 33 HS22: Beverages, spirits and vinegar. 0 -0.4%
34 HS61: Items of app and clothing acc, knitted or croche -2 41 34 HS61: Items of app and clothing acc, knitted or croche 0 -0.9%
35 HS58: Special woven fabrics; tufted textile fabrics; | -2 150 35 HS58: Special woven fabrics; tufted textile fabrics; | 0 -0.2%
36 HSB84: Nuclear reactors, boilers, machinery and mechani -1 29,124 36 HS84: Nuclear reactors, boilers, machinery and mechani 0 0.0%
37 HS07: Edible vegetables and certain roots and tubers -1 185 37 HS07: Edible vegetables and certain roots and tubers 0 -0.2%
38 HS66: Umbrellas, sun umbrellas, walking-sticks, seat s -1 29 38 HS66: Umbrellas, sun umbrellas walking-sticks, seat s 0 -1.1%
39 HS41: Raw hides and skins (excluding furskins) and lea -1 728 39 HS41: Raw hides and skins (excluding furskins) and lea 0 0.0%
40 HS20: Preparations of vegetables, fruit, nuts or other -1 125 40 HS20: Preparations of vegetables, fruit, nuts or other 0 -0.2%
41 HS68: Items of stone, plaster, cement, ashestos, mica -1 448 41 HS68: Items of stone, plaster, cement, asbestos, mica 0 -0.1%
42 HS72: Iron and steel. -1 1,721 42 HS72: Iron and steel. 0 0.0%
43 HS18: Cocoa and cocoa preparations -1 212 43 HS18: Cocoa and cocoa preparations 0 -0.1%
44 HS44: Wood and items of wood; wood charcoal -1 1,015 44 HS44: Wood and items of wood; wood charcoal 0 0.0%
45 HS32: Tanning or dyeing extracts, tannins and their de -1 1,321 45 HS32: Tanning or dyeing extracts, tannins and their de 0 0.0%
46 HS67: Prepared feathers and down and items made of fea -1 40 46 HS67: Prepared feathers and down and items made of fea 0 -0.4%
47 H$A6: Manufactures of straw, of esparto or of other pl -1 30 47 HS46: Manufactures of straw, of esparto or of other pl 0 -0.5%
48 HSI16: Preparations of meat, of fish or of crustaceans, -1 18 48 HSI16: Preparations of meat, of fish or of crustaceans, 0 -0.8%
49 HS37: Photographic or cinematographic goods. -1 612 49 HS37: Photographic or cinematographic goods. 0 0.0%

Source: Customs and Excise and IDC
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CONCLUSIONS

What are the policy conclusons of these results? Firg of dl, it is dear that from a datic
economic analyss perspective, there are condderable cods involved in mantaning taiffs in
South Africa that teke the form of forgone consumer surplus. These cods typicdly depend
on:

The vdue of the imports of the commodity, i.e, the higher the vdue the higher the
costs

The levd of the taiff of the commodity, i.e, the higher the taiff, the higher the cods.
As shown in measurement of b, the losses rise exponentidly with tariff increases.

The leved of the import price dadicity of the commodity, i.e, the higher the dadicity,
the more sendtive the demand for imports to price changes following a reduction in
the taiff and therefore the higher the cods while meking the smdl country
assumption in thet the supply of imports is given and South Africa has no control over
it.

Ove the period 1996 — 2000, the totd codts of tariff protection have come down considerably
as can be seen in the next table. Interestingly, the trends has been somewhat reversed between
1998 and 2000. Severd reasons may be advanced for this turn around. Fird, tariff data are
not consgently drawn from the same source. Second, the H2 levd of commodity groups is
a condderable aggregation and it may wel be that within a particular group, imports have
shifted from low tariff to high taiff, so tha the import weighted average tariff for the group
as a whole has risen. Third, certain tariffs on a narow group such as tobacco have indeed
increased. Findly, initid imports (Mo) have increesed in spite of high tariffs such as motor
vehides and origind eguipment components, which have risen from R15 hillion to R25
billion between 1998 and 2000.

Table7: Aggregate costs of tariff protection in South Africa (R million, current prices)

D = sector
&=156 gpedfic
1996 5049 1,164
2000 1972 460

Source: own calculations

The highest costs of mantaning taiffs is counted for motor vehides and origind equipment
components thereof. The main reason is the high vaue of the imports as well as the high leve
of the tariff. Further anadlyss is recommended with regard to detalled commodities that are
curently “hidden” in the spedd dassficaions caegory (HS98). Although some dothing
commodities face even higher taiffs the wefare losses of maintaining the exiding taiff are
less. Over the peiod 1996 — 2000 wdfare cods of protection on textile, cdothing and
footwear commodities has dedined condderably and the same applies to some of the
processed food commodities.

If this andyds is usgful, and we would like to argue thet it is, the find question is where to
take it from here. Now tha DTI is in the process of obtaining regular trade and tariff data
from Cugtoms and Excise. The firs step would be to integrate the two sources into one with a
common set of HS8 codes. A second step is to dtempt an esimation o import demand and
export supply eadicities @ a more detaled levd of commodity groups Cudoms and Excise
data ae avaldble on a monthly bass from 1988 onwards. Even if monthly data may be
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volaile, pand edimation techniques could perhgos be employed on a quately or annud

basis. In terms of the choice of explanatory variables it may possble to follow some of the
directionsindicated by Gumede (2000).
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