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British Export Markets, 1953-1963

.~ Throughout the first nine months of 1964, the foreign trade position of
b itedFKingdom deteriorated significantly. The seasonally adjusted cur ent
ficit widened steadily from £5 million in the fourth quarter of 1963, -
ated £150 million in the third quarter of 1964, In general, exports
to match the high and moderately rising level of imports by ever in--

; margins. Moreover, British industry has failed to hold its 1963 share
orld markets: exports were nearly 9 per cent of world exports in 1963, but
slightly better than 8 per cent in the first six months of 1964,1 Howéyer,,
weakening position of British industry in world markets is not a recent phe-
non, - This paper will attempt to demonstrate that it began as early as 1954
that it has continued tninterruptedly since then. In addition, an attempt
.1 also be nade to show that this weakening position is due in part to the
~development ia Britain's export markets of domestic industries producing goods
formerly imported from the United Kingdom. '

The strength or weakness of British industry in world markets is analyzed
in this paper in terms of Britain's share of the value of all exports to different
geographic markets, A review of the data shows that Britain's share of her most
important export market--the Overseas Sterling Area--declined from 35 per,cent'in

1953 to 23 per cent in 1963, the latest year for which data are available. Shares
of other important geographic markets held firm over the period or declined slight-
w 1y. Exporters in North America and Japan and, in the earlier years, in the European

) Economic Community, gained ground in the OSA at the expense of the United Kingdom,
- However, since 1958, the share held by the EEC has remained relatively stable,

A number of explanations have been offered for Britain's losses of market
shares in general and losses in the OSA market in particular.z/ Two of these hy-
potheses are evaluated in this paper. Both deal only with the countries of the 0SA,
but this emphasis is appropriate because of their importance to the United Kingdom
as buyers of British goods. First, the National Economic Development Council has
maintained that the withdrawal of import licensing restrictions by the 0SA, which
discriminated against North America and Japan to the advantage of Britain, accounts
for the observed changes in the shares of that market. A second hypothesis examined
in this paper states that the changes in market shares were due in part to the
development of domestic industries producing goods formerly imported from Britain;
in addition, this study attributes part of these changes to the failure of Britain
and the success of North America and Japan in meeting the changing import require-
ments of developing economies.

l/ Based on data published in International Monetary Fund, International Financial
Statistics,

2/ See National Economic Development Council, Export Trends, (London: HM Station-

ary Office, 1963), pp. 6-17 and International Monetary Fund, 1964 Annual Report,
pp. 123-130.




. 1argest percentage of Br1<'sh exports, count:
,urop an Economic Community and the European Free Trade Area 1a.
‘ rder, ‘somewhat smaller ones. These four areastogether accounted
per cent of 3ritainis totdl exports in each of these eleven years.

, Albhough the relative position of these four markets-~defi ed
the percentaze of the total value of British exports sold in esch ma

- change over ‘time, there was a more uniform geographic distribution £
‘exports in 1763 than in 1953, The percentage sold in the 0SA declined r
while that sold in EEC grew markedly and that in EFTA only little. ‘Ther

moderate swings in the percentage sold to North America with the underlyi
showing increases through 1959, but decreases thereafter. (See Tabie 1

The decreasing percentage of total British exports that moved
not only noticeable in 1ts own light, but the fact that it was virtually
ancd without any cyclical pattern makes it all the more striking. On the
changes in the percentages sold in cther geographic markets followed a dif
pattern. These all show cyclical patterns which could be explained by a n
factors, not the least of which is statistical compensation for the steadi
creasing percentage of total exports sold in OSA. '

Although these four markets continued to purchase the greatest prop
of British exports, Britain's share of these markets declined 31gn1f1canf ‘
1953 and 1963. This was particularly true in the 0SA--Britain's most impor
export market,. British exports to the OSA as a percentage of world exports t
OSA declined from 35 per cent in 1953 to a little over 23 per cent in 196
Table 2.) The share of the EFTA market declined from nearly 13.6 per cent to
per cent during these eleven years. There was a one percentage point fa:
share of the EEC market between 1953 and 1958, but this loss was nearly elimine
by 1963. On the other hand, there was a small net gain in the share of th
America market over these eleven years, but between 1959 and 1963 the size o
share declined by over one percentage point.
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ited Kingdom' Percentage of UK. Exports to Selected“

'f’Economic European Free Overseas
Community  _Trade Area Sterling Area

13,15 10,98 Li6.99
13.16 12,01 _ L8l
13,06 104l h? 88
13490 10,31 h3 65
13.16 10,01 L3487
13.95 10,41 Lo.3k
14,67 10.75. 40,20
16.68 11,6k 38,12
19.02 12.15 35,40
20424 9.71 : 354,67

N'tions Mcnthly‘Eulleti Statistics, various: 1ssues. v'
168 the value (in- V.5,
a, -Data for the Unite '
' ‘the percentage of total Briti ,exports sold ‘in each area, -
Board of Trade, Report on Overseas Trade, various issues,

and tie market share of the United: Kingdom for any - one year was. equal to: he
of tho preceding three years.3/ The difference between actual and h;

sales to each market is one estimate of this cost, On the basis of

it is estimated that the United Kingdom lost an average of E 363 'mi

at current prices from 1956 to 1963. (See Table 3,) Because of the»abs

were | 3y far the greatest.

3/ This has the effect of smoothing out changes in market shares due to no
. recurrent phenomena.




Exports as a Percentags.
: ) Major Markets

% European European Free.
‘Economic Community Trade Area

13,68
14,31
12,90
12.81
12.12
11.74
11,77
10.98
11.17
11.2h4
llfhz

r imports from the rest. of the worldi. Hence, wo_rld exporbs to Bri' ain
‘inthe caleculation of world exports to:EFTA and OSA.

Table 3. United Kingdom:  Differences Between Actual
and Estimated Exports to Selected Markets, 1956-1963
(Millions of U,S., doliars)
Markets e
Euraopean European Free Overseas
North America Economic Cormunity Trade Area Sterling Are

126 -95 - 67 -351
-U3 -195 ~420

-3k - 65 -152

30 -136 -259

-55 - 86 ~502

82 - 36 ~288

185 - 8 -L55

, 76 ~3L2

: Ses note to Table 1, (~) means actual sales less than estimated sales
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 Because the 0SA provides the largest market for British goo

share of this market showed the greatest decline, the remainde
1. attempt to explain the losses in this particular market. :

: YUﬁitgdeingdGM7s decreasing share of the 0SA market

TR e A review of the changes in the shares of the OSit market held b
~geographic areas reveals that increases in the shares held by North Ame
EEC and Jeapan fully account for the decreases in Britain's share, (See Ta
Any hypothesis which seeks to explain British losses must also explain the
‘made by these E@her geographic areas and at least be consistent with the t
‘these chariges.b/

Table 4. Exports to the OSA Market by Area as a
Percentage of World Exports to OSA, 1953-1963
Area.

’ Europééh'

Yeir North America Economic Community an

:

i

.81
o1l

1953 12.05 10.38
1954 10,8l 11,18
1555 11.49 11.36
1956 12.71 11.90
1957 13,62 12.39
o 1958 13.15 13.18
y 1959 13.87 12.87
1960 16.87 13,39
1961 15,82 13,37
1962 17.70 13.16
1963 18.58 12,95
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Source: cee Table L,

The major hypothesis advanced by the National Economic Development Counci
to explair. Britain's losses in the OSA market, as stated in Export Trends, i
structurec in terms of the adoption and subsequent relaxation of import re
by members of the OSAaé_ The report stated: '

L/ DBecause the OSA covers so many countries, it is important to point out
Tosses in market shares by the United Kingdom and the gains made by othe
apparently confined to just a few of them. The data permit a separation
New Zealard and the Union of South Africa from the rest of the sterling are
changes in market shares shown in Tables 2 and L are similar to those that
observed for each of these two segments of the market.

5/ Export Trends, pp 6-17.




dldphdt occur in the fo
NEDC hypothesis would suggest,
1s subject to serious questloningv.

. The fact that North America an
~+ ghares during a time period when impo
against them supports the assumption th b
biased in their favor. It also polnxs. the degree +to which I
not competitive, however defined, in this market:

dlfferent 1nternatlonal suppllers that would explaln these 1osse'°

6/ Ibld T ’ ,
/ Seée ]nternatlonal Monetary Fund, Annual Report on Exchange’R

pp 35"36? »

é/ Annual Report,on Exchange Rgstrigtiqns;,l?éBb Ps, 30




11 knownsthat the ccmpositlon of the flow of goods betur n
: nomlvs cnanges greatly'over tlme. The dev =

reasonable to eipect that ¢ ha ﬁnited Kingdom 1ost tra
,to damestlc producerso Furuher because Brltain has not

@SA in general in testlng thls hypothe81s. It is by far the 1argest_
mporter in the 0S5A and a country which traditionally purchased a very large p
ntage’ of total imports from Britain.

Evidence in support of this hypothesis is the existence of inverse .
atd nshlps over time between the volume indices of goods which are 1mported
~the United Kingdom and produced in Australia,

For example, the import wolume index for iron and steel fell by 50 per'
between 1953 and 1963 while the volume index of domestic production rose by
r cent. (See Table 5.) Also the import volume for machinery and transp
n equipment fell by 26 per cent while the volume index for domestic product
ncreased by 63 per cent 9/ ’

Table 5. Volume Indices of Selected Australian Imports from the
United Kingdom and Similar Domestically Produced Goods
(1961=100)

= : _ Iron and Steel Machinery and Transportation Equ
L;E:Yy;: Imports Domestic Production Imports Domestic Prod

195} 197 59 152
1955 221 61 165
1956 9 63 k7
1957 1y 72 131
1958 115 79 131
1959 113 81 122
1960 150 91 138
1961 100 100 100
1962 86 110 118
1963 83 113 123
‘Bource: Bee Tootnote 9, this r-ge.

9/ “These indizecs were conctructed on the basis of data published in Board of
eport on Overseas Trade, various issues; and Commonwealth Bureau of Census ¢
: stics, Vaqth;y Review of Business Statistics, February, 196l. The import
- constructsd by valuing the United Kingdom data on the value of exports o
teel end machinery and transportation equipment in 1961 prices and then usin
servations for 1961 as the bases in the computation of volume indices. The
- on domestic production are published in real terms but not in volume i
yse iron and steel output are given separately, individual volume indices
d and then an unweighted average was calculated. 1In addition, there is
&a'lan timé ser1es for machlnery and transportatlon equlpment, As a res




,n the export prlce 1nd1ces of the Un
Japau for the years 1953 to 1961, concluded:
actureés are concerned, there. séemS'to have been .
w1th those of most other countries P

at on fur Yosses of market shares the report stated
rérices in design, quality, delivery dates and salesmanship were als

'{mportance w11/

In summary, the evidence examined in this paper suggests tha
losses in the OSA market were not primarily due to the removal of
restrictions. Instead, these losses reflected the substitution of: 0

produced goods for goods imported from the United Kingdom; and this substi
was facilitated, if not encouraged, by these import restrictions. = Moreo
substitution was not offset by gains in other British exports, because cheap
"better" goods were offered by international competitors to Britain's exp
customers. '

10/ Export Trends, p. 6.
11/ ibid., p 15






