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CHAPTER

INTRODUCTION AND MAIN FINDINGS

INTRODUCTION

A considerable amount of Government effort in
the post war period, especially following the balance
of payments crisis of 1954/5, has been directed towards
promoting Australian manufactured exports overseas and

towards fostering 'export consciousness' among

manufacturers at home.1 Mainly as a result of

Government persuasion, the need to increase exports of
manufactures has become widely understood in Australia
and considerable public discussion has taken place on
how this increase might be achieved. By the end of
1963, when it had become apparent that Australian

exports of manufactures were increasing rapidly, the

R.P. Deane, The Establishment of the Department
of Trade, (Canberra: The Australian National
Univeriéty), 1963, especially pages 5, and

to .




emphasis of public discussion changed to one of recognition

of the success of the 'export drive'.2

In spite of the widespread interest aroused in
the subject no formal assessment has been made, to my

knowledge, of the nature and the performance of the

exports of Australian manufacturing industries.3

present study undertakes part of this task. The
general field of enquiry is the composition, direction
and performance of Australia's exports of finished manu-
factures over the past decade. As defined in Chapter 2,
finished manufactures are non-food manufactures which do

L

not require further processing before final use.

See, for example, the editorial "Results with
Significance", The Australian Financial Review,

25 February, 196%, p.2. and J.O.N., Perkins,
Anti-cyclical Policy in Australia 1960-1964
(Melbourne: Melbourne University Press), {965, P«30.
A reduction in the rate of growth of Australia's
manufactured exports after 1964/5 has since led many
observers to believe the 'export drive' has lost
momentum. This assertion should not, however, be
made solely on the evidence of recorded export
statistics. The influence of fluctuations in
overseas demand for imports should first be eliminated.
See Chapter 5 mp.175-18),

There have, however, been studies of the manufacturing
content of exports at various times. See, for example,
G.R. Webb, "A Statistical Estimate of Manufactured
Exports, Pmst-War", Economic Society of Australia and
New Zealand, Economic Monograph No.16, October, 1959,
and Burgess Cameron "New Aspects of Australia's
Industrial Structure", Economic Record,?%December 1958,

Chapter 2, pp.23-25,




Parts and components of durable finished manufactures are
included following established practice. The main
commodities included are machinery, electrical and
communication equipment, transport equipment, hardware,
apparel and drugs. Also included are a wide range of
miscellaneous manufactures such as scientific instruments

and unexposed film.

The reasons for exeluding intermediate manu-

factures from this study are also set out in Chapter 2.5
Intermediate manufactures (by definition) require further
manufacture before final use and their competitiveness in
world trade is strongly influenced by the abundance and
quality of natural resource endownments. Accordingly
primary-producing countries which do not possess a strong
manufacturing sector can nevertheless achieve considerable
exports in a narrow range of industrial raw materials which

are included in accepted definitions of exports of

manufactures.6 Finished manufactures, on the other hand,

5 Chapter 2, pp.23-25.

See the discussion by A. Maizelson the use of the
proportion of finished manufactures in total exports
of a country as an indicator of industrialization.
A, Maizels, Industrial Growth and World Trade,
(Cambridge: Cambridge University Press), 1963,

pp. 57, 58.




broadly correspond with those manufactures which have
undergone the more complex manufacturing processes.

It was thus considered that the ability of the Australian
manufacturing industry to compete overseas could best be
assessed by analysing Australia's exports of finished

manufactures.

The duration of the period chosen for this study
- 1954/5 to 1964/5 - is sufficient for longer term
trends to be apparent. Selection of the base year was

influenced by the need to avoid the distortions to world

trade caused by World War II.7 At the time of

compilation of the statistics, the year 1964/5 was the
latest year for which Australian export statistics were

available.

IT PRINCIPAL AIMS

The broad field of enquiry, then, is Australia's
exports of finished manufactures over the period 1954/5 to
1964/5, Within this field the study concentrates on

two main objectives. The first principal objective is

7« ©See the discussion on the recovery from the war of
Germany and Japan by S.J. Wells, British Export

Performance: A Comparative Study, (Cambridge:
Cambridge University Press), 1964, p.k.




to describe and analyse the patterns emerging in the
composition and direction of Australia's exports of
finished manufactures, identifying any consistent
relationships which exist between the stage of economiec
development of the countries of destination and the type

of finished manufactures which Australia exports to them.

Secondly, it will examine whether there has heen
an improvement in the performance of Australia's exports
of finished manufactures during the period, particularly
when measured against trends in world trade in these
commodities. It is then proposed to examine the factors
which may have been responsible for any improvement in

Australia's performance.

ITI PLAN OF STUDY

The remainder of this chapter outlines the plan

of this study, describes the basis of the commodity and

country classifications used and (in Part IV) summarises

its main findings.

Chapter 2 defines in further detail the scope of
the study, and describes the procedure followed in
reclassifying and adjusting the published trade statistics

to serve the objectives set out in Section II above.




In the adjustments, the value of re-exports, aid shipments
and second-hand ships were excluded from the series of
Australia's exports of finished manufactures. The
gources from which the basic data have been drawn are also

identified in Chapter 2.

Chapter 3 describes the main trends in the
composition and direction of Australia's exports of finished
manufactures over the period 1954/5 to 1964/5. An
analysis is made of the extent to which the commodity
composition of these exports is related to the stage of

development of the country of destination.

For the purpose of this chapter Australia's
exportsof finished manufactures over the period were cross-
classified by commodities and by countries of destination
according to economic criteria. The commodity clas-
sification was based primarily on economic use principles
and consisted of four major categories: capital goods,
consumer goods (subdivided into durable and non-durable),

passenger cars and motor vehicle parts and ‘'other!

finished manufactures.8

8. Discussed in more detail in Chapter 2, pp. 33-37.




Countries to which Australia exports finished
manufactures were grouped into two broad categories:-
industrial and primary-producing countries. Within
the two broad headings of industrial and primary-producing
countries, a regional sub-classification was used

9

constructed along geographical lines.

Industrial countries were defined as Western
Europe, North America and Japan. All other countries
(including the Sino-soviet bloec, South Africa and New

10

Zealand) were designated as primary-producing. It

was found useful to distinguish Oceania (i.e. the

Oceanian Islands and New Zealand) from other primary-

producing countries in view of its importance in Australia's
exports of finished manufactures and the distinctive
characteristics of Australia's exports to the area. The
term "other" primary-producing countries used in this study
refers to all primary-producing countries other than the

Oceanian garea.,

9. The regional classificgtion of countries was based on
that used in the annual statistical publication
Australia: Pattern of Trade, prepared by the Central
Statistical Unit of Department of Trade and Industry,
Canberra.

This classification of industrial and primary-producing
countries is virtually identical to that used in
"United Kingdom and World Exports of Manufactures in

the Past Decade", Supplement to Board of Trade Journal
(London), 18 November 1966, p.XXVIII.




Chapter 4 analyses Australia's export performance

in finished manufactures during the period. There is
also an examination of the relationship between
fluctuations in economic activity in the industrial
countries, in 'world' trade in finished manufactures and in
Australian exports in these commodities. The exports of
finished manufactures of ten major industrialized countries
have been taken as representative of 'world' trade in these

11 The industrial countries chosen are the

commodities.
United States of America, Canada, the United Kingdom,
Belgium-Luxemburg, France, Federal Republic of Germany,

the Netherlands, Sweden, Italy and Japan. The exact
share of total world exports of finished manufactures
accounted for by these selected countries has not been
calculated in this study due to the disproportionate amount

of time in compiling statistics on world trade in these

commodities. However, it can be readily calculated that

11. The practice of using the exports of manufactures of
the main industrial countries to represent trends in
world trade of these commodities is well established.
See, for example, Ibid., p+XXVIII and S.J. Wells,
British Export Performance: A Comparative Study
(Cambridge: Cambridge University Press), 1964, p.XXI.
In both these examples eleven industrial countries
were chosen to represent world trade. Switzerland
was excluded in this study as no trade returns are
made for this country on an S.I.T.C. basis.
Switzerland accounts for about 3% per cent of the
exports of manufactures of the eleven industrial
countries.




these ten countries in 1964 accounted for 8) per cent
of total world exports of manufactures (i.e. including

semi-processed manufactures).

For the purpose of assessing Australia's
export performance in finished manufactures by commodity
categories a classification was adopted based on the
United Nations Original (1950) Standard International
Trade Classification (SITC).12 This classification
is widely used in the classification of international
trade statistics and is consequently the most suitable
framework in which to compare trends in Australian exports
and world trade. There are some differences in coverage
between the classification based on SITC groups and the
classification based on economic use principles used in

Chapter 3.

The increase in Australia's exports of finished

manufactures over the final few years of the period is

analysed in Chapter 5.13 An estimate is made of the

contribution to this increase made by the growth in demand

for imports by 'Australia's' markets. This required

12. See pages 38-41.
13. See pages 189-198.




estimating the growth over these years in the imports of
finished manufactures, classified into commodity groups,
of all countries to which Australianexports of these

commodities are significant.

The final chapter (Chapter 6) suggests some

conclusions which can be drawn from the main lines of
development in Australia's exports of finished manufactures

over the decade under survey.




IV MAIN FINDINGS

1. DIRECTION AND COMPOSITION OF AUSTRALIA'S EXPORTS OF
FINISHED MANUFACTURES

Direction

Australia's exports of finished manufactures
at the beginning of the period under survey (1954/5-
1955/6) were mainly destined for countries in the nearby
Oceanian area (Chapter 3). The most important change
which occurred over the subsequent decade in the direction
of Australia's exports of finished manufactures was the
continuous diversification away from these traditional
markets. The share of these commodities destined for
New Zealand declined from 42 per cent in 1954%/5-1955/6
to 36 per cent in 1963/4-1964/5 and the share destined
for the Oceanian Islands from 25 per cent to 17 per cent.
The share of 'other' primary-producing countries (of
which countries in Asia were the most important) increased
from 2% to 33 per cent over the same period and that of

the industrial countries (of which the United Kingdom

remained the largest single market) from 9 to 14 per cent.




This diversification was occurring despite the
average growth of 105per cent a year in Australia's
exports of finished manufactures to the Oceanian area over
this period (195%/5 to 1964/5). The growth in Australia's
exports of finished manufactures averaged an annual rate
of 1T5per cent to 'other' primary-producing countries and

i83per cent to the industrial countries.

Composition

Marked changes also occurred in the composition
of Australia's exports of finished manufactures over the
decade. The most notable feature was the exceptionally
rapid and sustained growth (at an average of 22 per cent
a year) in the export of the category passenger cars and
motor vehicle parts, which increased its share of

Australia's exports of finished manufactures from 12 per

cent to 25 per cent over the period 1954%/5-1955/6 to

1963/4-1964/5, The shares of capital goods declined
from 44+ per cent to 37 per cent and of 'other' finished
manufactures from 29 per cent to 23 per cent. The
share of consumer manufactures remained constant at

15 per cent.




Composition and Direction

There are considerable differences between the
types of Australian finished manufactures exported to
the primary-producing countries and to the industrial
countries. The outstanding feature revealed in the
analysis in Chapter 3 is the existence of a dual structure
in Australia's exports of finished manufactures. Exports
to the industrial countries contain a much higher
percentage of consumer manufactures than those destined
for the primary-producing countries. Furthermore
despite their small share in Australia's total exports of
finished manufactures, the industrial countries are
emerging as the best customers for Australia's finished
consumer manufactures. Their share of Australia's
exports of finished consumer manufactures rose consistently

during the decade and by 1963/4-1964/5 had reached 37 per

cent compared with 20 per cent in 1954/5-1955/6. The

share of durable consumer goods destined for industrial
countries had reached 47 per cent by 1963/4-1964/5 compared

with 27 per cent in the earlier period.

The composition of imports into New Zealand and
into many of the 'other' primary-producing countries has
been strongly influenced by severe import licensing

restrictions which discriminate against commodities




(particularly consumer manufactures) which can be manu-
factured locally. The principal difference between the
composition of Australia's exports of finished manu-
factures destined for New Zealand and those destined for
'other' primary-producing countries is the much higher
proportion of component parts exported to New Zealand.
The category passenger cars and motor vehicle parts

(the most important single category) is composed mainly
of components for assembly in New Zealand. Capital
goods (particularly machinery and equipment for the
mining, construction, agricultural and communications
industries) form the main category of finished manufactures

exported to 'other' primary-producing countries.

The Oceanian Islands, with limited manufacturing
capacity and freedom from import licensing restrictions
import a wide range of their domestic requirements of
finished manufactures. The largest export category is
capital goods, particularly food processing machinery and
construction and railway equipment. Non-durable

consumer manufactures, consisting of basic household

requirements (e.g. toilet soaps and clothing) are more

important in the composition of Australia's exports of
finished manufactures to the Oceanian Islands than in the

exports to the other areas.




AUSTRALIA'S EXPORT PERFORMANCE IN FINISHED MANUFACTURES

Australia's exports of finished manufactures increased
f‘an average rate of 13.3 per cent a year over the period 1954/5
1964/5 compared with an average rate of 9.2 per cent a year
jn 'world' exports of finished manufactures: Out of ten major
inﬁustrial countries only Japan and Italy increased their
exports of finished manufactures at average rates in excess of
‘1313 per cent a year. However the exports of finished manu-
fa;tures of most of the remaining industrial countries increased
at rates not strikingly below 13.3 per cent. Only the United
Stafes and the United Kingdom recorded particularly slow rates

of growth in their exports of these commodities.

Australia's exports of finished manufactures fluctuate
more widely than those of the major industrial countries.
This appears to be due to Australia's dependence on primary-
producing countries as markets for finished manufactures: The
@ability of these countries to import finished manufactures

flfittuates considerably from year to year depending on the level

of " their export earnings.

The divergence in growth rates between Australian and
-'w0rld' exports of finished manufactures was particularly marked
dnrlng the final upsw1ng}1n ?9%3/§?m$8 3/ gndd$964/5
Auatralla s exports of finished manufactures in these years

increased by 24 per cent, 40 per cent and 19 per cent respectively.

At this tlme 'world' exports of finished manufactures were

8r0w1ng byLmore than 13 per cent a year. The cumulative
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“growth in Australia's exports of finished manufactures in this
laét upswing was much greater than in previous upswings in the
peﬁiod. The rate of growth in Australia's exports of finished
maéufactures increased from an annual average of 11.0 per cent
béfween 1954/5 and 1960/1 to 18.8 per cent between 1959/60 and
1964/ 5.

y The trade statistics examined in Chapter 4 suggest
that an important factor in the strength of the final upswing

in Australia's exports of finished manufactures was the rapid,

sﬁstained recovery in demand for imports by some of Australia's

méjor markets (particularly New Zealand, Papua and New Guinea,
Fi}i and South Africa). While special factors in each
cbﬁntry contributed to this acceleration in demand for imports,
the major permissive factor was the absence of a general

downturn in export prices of primary products.

Yet the results of an examination of the changes

in: 'world' imports of finished manufactures and of the imports

of finished manufactures of all countries to which Australia
e§ports finished manufactures suggest that.this unusual
period of prosperity in Australia's markets does not eiplain
the great difference between the growth rates in Australia's
exports and 'world' exports of these commodities during the
later period: imports into 'Australia's' markets did not
increase over the period 1959/60-1960/1 to 1963/4-1964/5 at

a faster rate than 'world' imports.




Rather, the results suggest that during the
earlier period (i.e. 1954/5 to 1960/1) Australia had

been at a disadvantage in exporting a high proportion of

its exports of finished manufactures to markets which were
'slow-growing' (i.e. in relation to 'world' imports).
Apparently in the last few years of the period under survey

this disadvantage was removed.

Yet there is also evidence to suggest that there
were other, probably domestic, forces at work to improve
Australia's export performance over the later period.

There was an upswing in Australia's exports to the majority
of countries of destination and in the majority of categories
of finished manufactures. Moreover, although not
comprehensively investigated in this study, it appears that
the acceleration in the growth of Australia's exports of
many types of finished manufactures in the later period was
due to the commencement of exporting by many firms which
had previously only marketed their products in the domestic
market or in the Oceanian area. The introduction by the
Australian Government of export incentives legislation in
1961 probably was a major factor in inducing this upsurge.
Other influences operating at the same time which may have

contributed include the recession in domestic demand in

1961 which increased the relative profitability of exporting

for firms and (by reducing the annual rate of domestic
price increases) may have improved the Australian manu-

facturers' ability to compete on world markets.




CHAPTER 2

SCOPE, DEFINITIONS AND SOQURCES

The aim of this study is to examine the
performance of Australian manufacturing industry in
competing on overseas markets. In determining
the range of commodities to be included in the study
two main considerations were borne in mind. Firsyi
a wide range of commodities have been subjected to
some degree of manufacturing, if only in the final
stage of the production process and an abritrary

criterion must be adopted to demarcate between

1
'manufactures' and 'non-manufactures'.

Secondly, it was preferable to choose a narrow

range of commodities rather than a wide range in view

of the amount of routine statistical work required to
compile the raw data into summary tables suitable for
analysis. Moreover both the construction of commodity

classifications and the interpretation of the results

1. See,for example, Department of Trade and Industry,
Australia: Exports of Manufactures 1964/65,
prepared by the Central Statistical Unit (Canberra)

1965, p«tls




of the compilations require a certain amount of knowledge
of each of the export commodities and, to a certain
extent, of the nature of the export transaction itself.
For instance, in examining the exports of earthmoving and
excavating equipment to India in a particular year it is
desirable to determine whether the export was the result
of (a) a sale made in open competition against world

competition; (b) an export of component parts for

further assembly, or (b) the export of equipment to

an associate company temporarily unable to fulfil an
urgent order. These are but three possible alternative
types of transaction, each of which gives the item a
different significance. Thus it was preferable to choose
anarrow range of commodities which best reflected the
ability of Australian manufacturing industry to compete

overseas.

Bearing these factors in mind we shall examine
various definitions of manufactured exports and discuss

their suitability for the purposes of this study.

i DEFINITIONS OF MANUFACTURED EXPORTS

FACTORY OUTPUT

The output of all factories can be considered
as manufactured in the sense that the manufacturing

process is responsible for changing the character of the




commodities to their final form. Australian export
statistics have accordingly been compiled at various
times with a coverage similar to that of the output of
factories.2 Commodities selected by this definition
include processed primary products such as butter,
cheese and scoured wool. Australia's exports of
factory products so defined amount to 36 per cent of

total merchandise exports in 1962/3.

2. MANUFACTURES

Commonwealth Statistician's definition

A more restricted definition of manufactures
now commonly used in Australian export statisties is

based on the Commonwealth Statistician's analysis of

exports by industry of origin.3 This analysis

classifies Australian exports into four groups -

Unprocessed Primary Products, Processed Primary Products,

Manufactures, and Refined Petroleum Oils. The

criterion used in allocating items is the ratio of value
added by the manufacturing process to the value of the
raw material. An item for which the value added by

See for example Department of Trade, "Secondary
Industries Build Export Income" Overseas Trading
(Melbourne), 12 June, 1957, p.193.

Published annually in the O0Official Yearbook of the

Commonwealth ust 1 (Canberra: Commonwealth
Government Printer). See for instance the 1961

Year Book No. 47, p.508.




the manufacturing process is low or nil is deemed an
‘'unprocessed primary product'. If the value added

is above a certalin ratio the item is deemed a 'processed
primary product' and if it is above the set maximum for
a processed primary product, the item is deemed a

'manufacture’.

Thus using the Commonwealth Statistician's
criterion of value added by manufacturing, many factory
products are designated processed primary products.
Commodities deemed to be manufactures include textiles,
pigments, paints, metal manufactures (including metal
shapes but not wrought metals), machinery, paper,
chemicals, and a wide variety of miscellaneous manufact-

ures, including selected food, drink and tobacco items.

Department of Trade and Industry's definition

The Department of Trade and Industry in its

annual statistical publication Australia: Exports of

Manufacturesh closely follows the Commonwealth

Statistician's designation of products set down for the

analysis of exports by industry of origin. The

principal exception is that whereas the Statistician

4, Department of Trade and Industry Australia: Exports
of Manufactures. Prepared by Central Statistical
Unit, Canberra. Annual volumes.




shows refined petroleum in a separate category, it is
included by the Department of Trade and Industry as a

manufacture.

Internationally accepted definitions

A definition commonly used in overseas studies

is based on the United Nations Standard International

Trade Classification (S.I.T.C.)5 While no single

criteria is followed in the construction of the S.I.T.C.,
Sections 0 to 4 of the classification broadly cover
unprocessed and crudely processed primary products.

The items within Sections 5 to 8 broadly correspond to
those included in the manufactures group in the
classification used by the Department of Trade and Industry.
The main differences between the definitions are that
S.I.T.C. Sections 5 to 8 include unwrought metals and the
Department of Trade and Industry classification includes
petroleum oils and selected food, drink and tobacco items.
In 1962 Australia's exports of manufactures defined
accordling to the criterion used by the Department of Trade
and Industry accounted for 13 per cent of total merchandise

exports. Australia's exports of commodities included

5. See, for example, A. Maizels, Industrial Growth and
World Trade (Cambridge: Cambridge University Press),
1963, p.[l-21.




in S.I.T.C. Sections 5 to 8 in 1962 accounted for 14 per

cent of total merchandise exports.6

3e FINISHED MANUFACTURES

Reasons for rejecting the above definitions of manufactures

Each of the above definitions includes a wide
range of semi-manufactures, many of which depend on the
abundance and quality of natural resource endowments for
their competitiveness in world trade rather than on the
possession of a widely based manufacturing industry.

As the manufacturing content of many of these products

is slight their ability to compete on world markets is

only marginally affected by the efficiency of the
manufacturing industry responsible for the final processing.
This is particularly true of the classification 'factory
output'! which includes such lightly processed products

as scoured wool and dairy products. However it is also
true of the other definitions outlined above. The
Department of Trade definition includes simply processed
metal shapes, tanning materials, essential oils, dressed

leather, second-hand items such as iron and steel scrap

6. A variation used overseas excludes the base metals
categories from S.I.T.C. Sections 5 to 8. In
1962 Australian exports by this definition accounted
for 11 per cent of total merchandise exportse. For
example see United Nations, Irade and Development:
Trade in Manufactures, (New York), 1964, p.le
footnote (a)

a) to Table 1.




and waste textile rags and such by-products as casein
and residual fuels. When the detail of Australia's
exports of manufactures to individual countries is
examined the irrelevance for the objectives of this study
of much of the exports becomes apparent. For example,
Australia's exports of manufactures to Japan in 1962/3
by the definition used by the Department of Trade
inecluded the following commodities out of a total
amounting to £8,558,000:-  Furnace fuel £3,100,000;
Scrap iron and steel £2,200,000; Casein £640,000;

and waste rags, 6 £77,000.

It has been shown that countries can develop
large overseas markets for moderately processed
commodities without possessing a competitive industrial
structure. This characteristic was noted by Maizels
when commenting on the high share of manufactures (i.e.
S.I.T.C. Sections 5 to 8) in the exports of Chile, the
Congo and Mexico: "The export of manufactures does not
necessarily reflect ..... an economic transformation of
the economy through the establishment of a large scale base
of manufacturing production. There are many primary-
producing countries whose manufactured exports consist
mainly of the first stages of processing locally produced

n 7

agricultural commodities or minerals".

7. A, Maizels/_ 620 Cito, pp.57,58.




As Maizels observed, it is not easy to devise
an accurate method to separate the simply processed goods
from those more elaborately processed. However he
believed that "a much more accurate picture of the
incidence of industrialization" could be obtained by

excluding intermediate products from the definition of

exports of manufactures.8 The criterion used by

Maizels to identify the highly processed commodities was
whether the manufactures needed further processing. A
commodity which required further processing before final
use was deemed an intermediate product. All other

manufactures were deemed finished manufactures.

The criterion of whether or not the manufacturing
process of a product is "finished" appears to satisfy the
requirements of the present study. It excludes the
simply processed commodities. It also restricts the
number of export items to a manageable level. Accordingly

on- food

hon
this study is restricted tO/finished manufactured

commodities.

8¢ Ay Maizels @p. cit., p.58.
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11 CLASSIFICATIONS OF FINISHED MANUFACTURES

Having chosen a definition which would demarcate
finished manufactures from other export commodities it
was then necessary to select an appropriate commodity
classification. It was desirable that the classification
would serve both (1) in a study of the relationship

between the economic use of commodities exported from

Australia and the stage of development of the country of
destination; and (2) 1in a comparison of trends in

Australian and world trade in finished manufactures.

However it was found that no single
classification would satisfy both these aims. The first
aim required a classification based on economic use
principles especially constructed from the selected items
of the Australian Export Classification. The second aim
required a classification for which statisties on world

trade (or its equivalent) were available. The only

classification in widespread use overseas in the compil- i
ation of trade statistics is the Standard International

Trade Classification (S.I.T.C.) which cannot be reconciled




9

with economic use principles.

Consequently, it was necessary to compile the
Australian export statistics into two separate clas-
sifications; one based on economic use principles and
the other on the Standard International Trade Classification.

ECONOMIC USE CLASSIFICATION '°

The need

In official trade statistiecs, manufactured

commodities tend to be classified under headings related

to industries of origin rather than to their economic use.11

9. At one time G.A.T.T. studies made a distinction
between capital and consumer goods in manufactured
exports by using broad S.I.T.C. groups (See, for instance,
International Trade 1957-58, The Contracting Parties
to the General Agreement on Tariffs and Trade,
(Geneva), July 1959 p.312). However the consumer
category is no longer used in G.A.T.T. annual reviews
probably because of the difficulties in reconciling
the content of S.I.T.C. groups with economic use
principles. The consumer goods category had
included, for instance, scientific instruments, office
furniture and plumbing equipment.

The following discussion which refers to principles

of classification benefitted greatly from a study of
the paper by M.J.S. Clifton, "Commodity Classification
Concepts in Analysis of Production and Trade"
presented to Section G, Australian and New Zealand
Association for the Advancement of Science, Canberra,
January, 1964,

See, for example, comments made by M.J.S. Clifton,
Ibid., p.10.




Economic categories are not always considered relevant
even in academic studies. Tyszynski considered that

a division into capital and consumer goods was not

particularly relevant: He believed that the gradual

change in favour of capital goods in the output of
countries which were developing their manufacturing
capacity can well be explained by differences in
'capital intensity' and in the 'skill ratio' between

particular industries.12

However, the purpose of
this study is not to examine the relationship between
the structure of the Australian manufacturing industry
and its exports but between tﬂé;gg;acture of Australian
exports of (finished) manufactures and the structure of

demand in overseas countries.

The structure of a country's imports is related
to its stage of development in a number of ways.
Imports of consumer goods are strictly controlled in
many developing countries in order to conserve foreign
exchange for the import of capital goods. The effect
of import controls is re-inforced by the process of
industrialization which normally begins with import
replacement, first in non-durable consumer goods, then

in durable consumer and capital goods.13

12, Ei Tyszynskif "World Trade in Manufactured Commodities
1899-1950" , "The Manchester School of Economics and
Social Studies, XIX, NO.3 September, 1951, pp.275-276.

13. United Nations, World Economic Survey 1961, (New York),
1962, p.34%.




Furthermore, the positive relationship which exists
between the average level of income of a country and
ownership of consumer durables per head of popu].zzltion“+
would suggest that the imports of developed countries would
favour durable consumer goods more so than the developing

countries.

Consepquently it was desirable to adopt a
commodity classification based on economic use principles
to assess the extent to which the structure of Australia's
exports of finished manufactures destined for groups of
countries at various stages of development conformed to

what one would expect a2 priori.

Selection of items

The selection of items to be included as finished
manufactures for the classification by economic use
principles was considerably aided by the release of a

"Draft Australian Standard Commodity Classification" at

the time the study was being commenced.15 The

Ac MaiZelS, OQ. Cit., ppo3o9-315.

Department of Census and Statistiecs, "Australian
Standard Commodity Classification", Unpublished
draft. This classification was subsequently
rejected as the principal classification for
Australian export statistics in favour of the
Standard International Trade Classification.




proposed classification (hereinafter called "the draft")
contained a section relating to finished manufactures.
The draft included a key which related the proposed new

items to the existing Australian export classification.

The draft classification consists in its entirety
of four sections: Live Animals; Food, Beverages and
Tobacco; Materials, Inedible; and Finished Goods,
Inedible. The criterion used to allocate commodities
to the latter two categories was the same as that used by
Maizels - the stage of production reached. The
category Materials, Inedible therefore consists of
"inedible commodities to which further manufacturing must
be applied before they are ready for final use".16
The category Finished Goods, Inedible refers to those

commodities "to which further manufacturing processes

are not applied".17

Both the draft and Maizels' classifications18

of finished manufactures cover broadly the same commodities.
The most important categories are machinery, electrical

and communication equipment, motor vehicles, metal

manufactures, drugs, clothing and a wide range of

16s Ibld.s P2
17s LHids, Bude

18. For details of the classification used by Maizels
éeg 0ps _eitss PPs58, 6Q/and Appendix D pp.517,
1 L]




miscellaneous manufactures. However, as the draft
classification related specifically to many existing
items in the Australian Export Classification, it proved
more helpful than Maizels' classification in selecting
those items which were to be included in this study as

finished manufactures.

Parts and components of durable goods have been
included with finished manufactures in this study,
following the practice in the draft and by Maizels.
Conceptually parts are not finished until embodied in a
complete article butmany have a high degree of manufacture.
Furthermore, in the earlier years of the period under
survey the value of exports of parts of many commodities
were not shown separately from the complete products in
the Australian Export Classification. Consequently
for these products it was necessary to add together the
value of exports of parts to the relevant complete products
in later years in order to maintain comparability

throughout the period.

While the commodities included in this study

were based on those included in the fourth section of

the draft, there are some differences in detail. Books

and periodicals, exposed film and gramophone records

were excluded in this study as they owe their main




attraction for overseas buyers to the work of Australian
artists and writers which they contain rather than to the
competitiveness of the Australian manufacturing sector.
Secondhand items such as waste textile materials and bags
and sacks were also excluded. Extraneous items of this
nature amount to a considerable value in Australia's
export statistiecs: Exports of the abovementioned items
accounted for £3.6m. in 1963/% compared with a value of
£59,7m. for the commodities included in this study as

finished manufactures classified by economic use.

Other decisions were made following an examination
of material extracted from export warrants available in
the Department of Trade and Industry. Thus Australian
exports under the items Wood Manufactures n.e.i. and
Leather Manufactures n.e.i. were found to consist mainly
of moderately processed shapes and so were excluded.
The item Rubber Manufactures n.e.i. was retained as it

included mainly finished manufactures (for example

gloves, balloons and hot water bottles).

Selected building materials - mnotably louvre
windows, window frames, nuts, bolts and screws - were
included as finished manufactures in this study whereas
they were excluded in the draft. While these materials

are to be embodied in a complete building (and so could




be considered 'unfinished') it was decided to include them
as they have reached a stage of manufacture similar to
parts of machinery (which have been included as finished

manufactures). The decision was arbitrary, however.

This study followed the draft in excluding
certain items which had been included in Maizel's
classification of finished manufactures. These were
principally fertilizers, paints, explosives and textile

fabrics.

In all, out of a total of approximately | 30¢
items in the 1964/5 Australian Export Classification,

400 were deemed finished manufactures. In view of the

many changes in statistical detail over the period 195%/5

to 1964/5 it was necessary to trace back the history of
each item for each year to ensure that the coverage of
finished manufactures remained constant over the entire
period., The 400 items were traced back to 236 parent
items in the 1954/5 Australian Export Classification.

Allocation of items into economic use categories

The nature of each of the 236 parent items of
finished manufactures was examined in order to determine
whether it was predominantly for use by producers (and
hence a capital good) or by consumers (and hence a consumer

good), The classification adopted consists of four




principal categories - Capital Goods, Consumer Goods

(with Durable and Non-durable categories), Passenger Cars

and Motor Vehiecle Parts, and Other Finished Manufactures.

(i) Capital and consumer goods

Many of the selected items were readily allocated
to either the capital or the consumer goods categories.
For instance earthmoving equipment and metal working
machinery clearly are capital goods, whereas golf clubs,
household machines and toys are consumer goods. However
there are many items which, by description alone, could
include either or both domestic or producer goods.
These included lawn mowers, refrigerators, electric fans
and sewing and stitching machinery. For these items,
a decision was made from knowledge of the importance of
capital and consumer goods exported from Australia under
each item. To take the example of refrigerators:
although there are some exports of commercial refrigerators,
most are exported for household use and consequently the

item was classified as a consumer good.

There was a difficulty in allocating parts and
components of durable consumer goods to their correct
economic use category. Although strictly for direct

use by producers and hence could be deemed capital goods,




these parts and components were grouped with the complete
products as they are close substitutes with complete
products in world trade. Furthermore, parts for many
items were not shown separately from the complete articles
in the Australian Export Classification in the early years

of the period under survey.

As only items which consisted predominantly of
consumer goods were included in the consumer goods category,
the value of exports of finished consumer goods is under-
stated in this study. Many consumer goods are included
in items which have been classified as Other Finished
Manufactures. Some instances are: domestic furniture

(not shown in the Australian export statistics separately

from other types of furniture until 1961/2);  rubber

household gloves (included in the item Rubber Manufactures
n.e.i.); and all film and still cameras (included in the
item Sensitized Film n.e.i.). Similarly some parts for

durable consumer goods are not separately identified in

the export statistiecs and could not be regrouped under a
consumer goods category. For example components for
domestic radio and television receivers are included under
capital goods in various items in the communications and
electrical categories. Nevertheless the consumer goods
category probably contains a very high proportion of
consumer goods coming within the definition of finished

manufactures.




Similarly, due to the difficulty of identifying the
contentof some items from the itemdescription the capital
goods category contains some consumer goods (e.g.,as noted
above, parts for television receivers) and some capital
goods are included in items classified elsewhere.

However these anomalies would not be sufficient to distort

any conclusions made in this study

(ii) Passenger cars and motor vehicle parts

It was found necessary to create a separate
category for passenger cars and motor vehicle parts. To
be consistent with the treatment accorded other durable
goods and their parts, passenger cars together with motor
vehicle parts and components should have been included with
durable consumer goods as, first, passenger cars are mainly
for use by private users and, secondly, motor vehicle parts

and components are mainly components for assembly into

complete passenger cars. However it was decided that

this procedure would be untenable as parts and components

are not strictly consumer goods and in view of the very

large value of Australia's exports of motor vehicle parts

and components which, in 1964/5 amounted to more than two

and one-half times Australia's total exports of consumer

goods.




(111 Other Finished Manufactures

About one-quarter (by value) of Australia's
exports of finished manufactures could not be allocated
to either of the three abovementioned groups. This is
a large 'miscellaneous' category but it was considered
of prime importance that generalizations based on trends
in Australia's exports of capital and consumer goods should
not be distorted by the inclusion of commodities which did

not clearly belong in one group or the other.

Sub-categories

Within the four main categories discussed above

56 sub=-groups were used. These are listed in Appendix A2.

An attempt was made to group together items which were
reasonably homogeneous in terms of use. For example,
the sub-group 'Kitchen Utensils, cutlery ete.' contains
cutlery, crockery and plastic foodcovers which in the
Australian Export Classification are classified according
to their material of origin (viz. metal, earthenware and

plastics respectively).

The value of the exports to each country of
destination for each of the 11 years 195%/5 to 1964/5 were
tabulated into these 56 sub-groups. These tables provided

the basic working sheets from which summary sheets at higher

levels of aggregation were prepared.




2. STANDARD INTERNATIONAL TRADE CLASSIFICATION

The second classification of finished manufactures
used in this study was based on the United Nations
original (1950) Standard International Trade Classification
(8. 1. 0:€:) This classification is widely used in the
classification of international trade statistics and 1is
consequently the most suitable framework in which to

compare trends in Australian exports and world trade.

Deficiencies of the S e e

The S.I.T.C. was not adopted as the sole
classification for use in this study as it is not ideally
suitable for analytical purposes. The principal

objection is that no consistent distinction is made between

capital and consumer goods.19 Furthermore, the

individual commodity groups of the S.I.T.C.,group together
items which are heterogeneous in terms of use. For
instance, the engines of all vehicles (e.ge aircraft,
passenger cars and marine) are classified in one group
together with boilers and stationary engines. Yet the
export of, say, motor vehicle engines is more closely

associated with the export of complete motor vehicles or

19. See above, pp«26-27
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with other motor vehicle parts than with engines designed to
power completely different types of vehicles or stationary

machinery.20

Selection of SITC groups as 'finished manufactures!

The original (1950) SITC consists of 150 three-
digit groups. These groups, which are at the level of
aggregation most frequently used in trade analysis,21
are assembled into 10 sections. Sections O0- 4 correspond
approximately with primary products and sections 5- 8 with

manufactures (intermediate and finished). Section 9

contains miscellaneous items.

Of the 150 original SITC groups, 28 were selected
as consisting predominantly of finished manufactures.
Two of these groups (agricultural machinery and tractors,
SITC numerical codes 712 and 713) were grouped together to
follow a change in the SITC, Revised introduced in 1960.

A list of 26 of these 27 groups are shown in Table 4.2 page13k.

One group (plumbing, heating and lighting fixtures 812) is

not shown in that table. These 28 groups correspond to

57 groups in the SITC, Revised. The equivalent items in
the Australian Export Classification were selected by the use
of a key code used by the Bureau of Census and Statistics

in reporting Australian export statistics to the United

Nations. While the items thus selected are

20. In the classification of Australia's exports of finished
manufactures by economic use all motor vehicle parts
(including engines, chassis, tyres, and sparking plugs)
are grouped together with passenger cars.
gn%§$d Nations,




broadly the same as the items chosen as finished manufactures
for the classification by economic use, there are some

differences in coverage.

Some of the S.I.T.C. groups which were deemed
to consist predominantly of finished manufactured items
contained items which had not been included in the economic
use classification. These were, notably, metal
containers for storage and transport, structural steelwork,
metal wires, works of art and gramophone records.
Similarly, some items which were deemed to be finished
manufactures when examined individually for the economic
use classification were excluded from the classification

based on S.I.T.C. groups because the appropriate S.I.T.C.

group contained items which were mainly not finished

manufactures.

Australian exports of finished manufactures
pPovent
classified by S.I.T.C. groups consisted of 231Litems
prent
valued at £73.8m. in 1964/5 compared with 236[items valued

at £70.9m. in the same year in the classification by
22

economic use principles.

For the calculations which form the basis of Chapter
5, Australia's exports of finished manufactures
included in the economic use classification were
reclassified into S.I.T.C. groups and the difference
in coverage ignored. The reasons for doing so are
discussed in Chapter 5, pp. 188.




Problems in matching items in the S.I.T.C. with items in
the Australian Export Classification

Individual statistical items in the Australian
Export Classification were not originally defined to
agree with the definitions used for the S.I.T.C. Any
one Australian export item may include commodities which
should correctly be allocated between two or more S.I.T.C.
groups. Hence, each item must be classified under the
S.I.T.C. group which is the most appropriate and the
differences in coverage ignored. However, with these
faults, Australian export statistics have been reported
to the United Nations each year sincgaiiéing a key code

appropriate for the export classifications in use each

year.

111 ADJUSTMENTS TO RECORDED VALUES

Having designated those items in the Australian

Export Classification which accord with the definition of

finished manufactures, there was the further task of

excluding the value of certain types of shipments which
do not reflect the ability of Australian manufacturers to
compete overseas. These are re-exports, merchandise

aid and second-hand ships.




1. RE-EXPORTS

Re-exports represent about 10 per cent of the

value of Australia's exports of finished manufactures.

As these commodities are normally the produce of overseas
industries, it was highly desirable to exclude them from
this studye. Their inclusion would significantly distort
the pattern of Australia's exports of finished manufactures
as, while some re-exports are found under most export
items, they are particularly important in Australia's
exports to the developed countries in certain items (e.g.

aircraft).

For most of the years 195%/5 to 1964/5, the

value of re-exports was included in the Australian Export

Bulletins23 with the value of Australian produce exported

to each country. Although re-exports were, in addition,
listed separately, it was necessary to subtract the value
of the re-exports from the value of exports of each item

affected.

26 AID SHIPMENTS

Shipments under the Australian Government's aid

programmes (mainly Colombo Plan but also SEATO, SCAAP and

23. See below, p. 49, for details of the use which this
study made of these Bulletins as statistical sources.




other minor programmes), while not great in total value
(about £2m. a year on the average) (see Tablell) are
heavily concentrated in a narrow group of capital goods
and a small number of Asian destinations. They also
fluctuate widely from year to year. These shipments
partly obscure the underlying pattern of our exports,

and make generalisations difficult on the trends in
Australia's exports to developing countries. The problem
is similar but not quite as difficult as that facing
analysts of U.S. exports which include large military and
24

special category shipments.

Although exports under aid grants are not
identified in the trade statistics it has been possible
with the aid of a variety of official and unofficial

sources to identify the most important aid shipments.

The most useful indications of aid shipments
were gained from the Colombo Plan annual reportszs
which list aid by major commodities or projects and by
donor and recipient countries. Expenditure data

published in this source however cannot be matched

2%, See, for example, Anne Romanis, "Relative Growth
of Exports of Manufactures of United States and
Other Industrial Countries", International Monetar

L6 and

Fund Staff Papers, VIII, May, 1961, pp. 2
247,

Consultative Committee of the Colombo Plan,
Annual Reports.




precisely with recorded export figures. The principal
reasons are:- (a) there are frequently lags between the

year in which expenditure is incurred and the year in which

export is recorded: (2) Freight charges are excluded

from the value of exports, but are included in aid
expenditure figures: (3) The headings under which
expenditure is recorded are frequently broad in relation
to the export items being verified. A not unusual
expenditure heading would be: "Burma: Farm Equipment",
which could cover a wide range of export items from hand
shovels to tractors. Nevertheless, while these expend-
iture figures lacked exact comparability with export
statistics they proved the most important single source

of guidance on identifying aid shipments.

Additional detailed information on a limited
number of projects was obtained by examination of files
held in the Department of Trade and Industry on the Colombo
Plan and from back issues of export journals such as

Austral News, Overseas Trading and Australian Trader.

These journals also helped to identify shipments which

were definitely exported under commercial terms.

So from these various sources it was possible to
identify the value of most of the items exported to individual

countries in any one year as either an aid or a commercial




shipment. For some items there was evidence that both
commercial and aid shipments were included and the value
of the item was allocated between the two. Undoubtedly
some errors have been made in these adjustments due to
the imprecise information on which they were based, but
major aid shipments have been excluded and the broad
aggregates used in this study fairly accurately portray
trends in non-aid exports. Less reliance, however, can
be placed on trends in exports to some individual
countries to which aid shipments in some years have been
large in relation to commercial exports. These countries

are prineipally India, Ceylon and Pakistan.

While, as mentioned above, the exclusion of aid
shipments from the statistiecs used in the description of
the composition and direction of Australia's exports of
finished manufactures (Chapter 3) is considered essential,
the necessity for excluding aid when comparing the trends
in Australian and world trade in finished manufactures
(Chapters 4 and 5) is less certain. Excluding aid
shipments from Australia's exports introduces some
distortion as the trade statistics with which the
comparisons are being made include aid of all types,
(including military). Australia's aid in the form of
finished manufactures has not grown in absolute terms over

the period 1954/5 to 1964/5 and (with the growth of non-aid

exports over the period) represented only about 2 - 3 per




cent of Australia's exports of finished manufactures at
the conclusion of the period compared with about 10 per
cent in the initial years. (See Tablelj}). The growth
rates over the period of Australia's exports of finished
manufactures including aid are thus less than the rates
used in the body of this study and, assuming that the aid
component of world trade in finished manufactures has
remained at a constant percentage, the Australian export
performance in finished manufactures is overstated.

The overstatement would be insufficient, however, to

invalidate the conclusions which have been drawn from

these comparisons. A footnote in Chapter 4 gives the

growth rate 1in Australia's exports of finished manu-

26

factures including aid.

3 SECOND-HAND SHIPS

Exports of second-hand ships for breaking up
have been excluded from the series of Australian exports
of finished manufactures as they do not reflect the
ability of Australian manufacturing industry to compete
overseas. These ships were readily identified in the

Australian statisties, as exports of new vessels are

26, Page 126.




Table 2.1. AUSTRALIA: TOTAL RECORDED EXPORTS OF FINISHED MANUFACTURES BY TWO DEFINITIONS,
SHOWING ADJUSTMENTS FOR AID SHIPMENTS AND SECONDHAND SHIPS, 1954/5 to 1964/5

€A milllon

Recorded exports,
Australian produce(a) Ad justments Ad justed exports

(1) (2) (3) (4) (s) (6)

Classified by| Classified by Ald shipments| Secondhand Classified by | Classified by

;hlps. economic uséb) SITC groupét)
{approximate)

economic uég) SITC groups® (approximate)

1954/5
1955/6
1956/7
1957/8
1958/9
1959/60
1960/1
1961/2
1962/3
1963/4
1964/5

Columns (1) and (2) :- Commonwealth Bureau of Census and Statistics,
Overseas Trade Bulletins

Column. (3) 3~ Estimates based on data contained in Consultative Committee
of the Colombo Plan, Annual Reports; Export and Journals; and
records held in Commonwealth Department of Trade and Industry, Canberra.

Column (4) :- Estimates based on inspection of export statistics. Large
value exports to Hong Kong, Japan and various industrial countries were
deemed 'secondhand! ships.

f.e., excluding re-exports

As used throughout Chapter 3 : Consists of 236 items of the 1954/5 export
statistical classification of the Commonwealth of Australia which were
deemed 'finished manufactures! for the purpose of analysing trends in the
commodity composition of Australia's exports of finished manufactures

As used throughout Chapter 4. Consists of 231 items of the 1954/5 export
statistical classification of the Commonwealth of Australia which corresponded
to 28 commodity groups of the Original (1950) Standard International Trade
Classification deemed 'finished manufactures! for the purpose of comparing

trends in Australian and 'world! exports of finished manufactures.




mainly limited to the sale of small vessels to the Oceanian
Islands. Second-hand ships on the other hand are usually
destined for the breaking-up yards of Hong Kong or Japan

and have a very high unit value.

World trade statisties include ships for breaking
up and to that extent are not comparable with the
Australian series used in this study. However more
serious distortions would result if exports of all ships
were included in the Australian export statistics as the
value of second-hand ships in many years of the period
greatly exceeds the value of new vessels. Moreover, as
can be seen from Table2.1, the value of exports of second-

hand ships fluctuates widely from year to year.

IV STATISTICAL SOURCES

The statistics used for the various calculations
on trade in finished manufactures which form the basis of
this study were extracted from a number of primary sources.
The sources are described below under the three main

statistical series on trade in finished manufactures used

in this study:- Australian exports, 1954/5 to 1964/5;

'world' trade 1954 to 1964%; and imports into overseas

countries.




bu SERIES ON AUSTRALIAN EXPORTS OF FINISHED MANUFACTURES

As described above, the various analysés in this
study on Australia's exports of finished manufactures are
based on two series of statistics for the years 1954/5 to
1964/5. One series is classified by economic use while
the other (with a coverage similar to the first) is
classified by S.I.T.C. groups. The statistics for both
these series were obtained from publications issued by the

Commonwealth Bureau of Census and Statistics.

Economic Use Classification

The statistics for the series classified by

economic use were extracted from the annual volumes of

Australian Export§,27 which record the value of Australia's

exports of each item in the Australian Export Classification
under individual countries of destination. The values

of the items designated as finished manufactures were
compiled into 56 sub-groups cross-classified by country of

destination.

Standard International Trade Classification

The other statistical series on Australia's

exports of finished manufactures over the period 1954/5

27. Commonwealth Bureau of Census and Statistics
Australian Exports, (Canberra), Annual Volumes.




to 1964/5 was extracted from the annual Overseas Trade

Bulletins28 which record, inter alia, the value of total

exports under each item. The value of total exports
under the relevant items were compiled into the 28 selected

S.I.T.C. Groups.

2e SERIES ON 'WORLD' TRADE IN FINISHED MANUFACTURES

The value of exports of each of the designated
28 S.I.T.C. groups for each of the ten major industrial
countries selected as representative of 'world' trade in
finished manufactures was extracted from the annual

volumes of the United Nations Commodity Trade Statistics

Series "D".29‘

3e SERIES ON IMPORTS OF FINISHED MANUFACTURES INTO
OVERSEAS COUNTRIES

Comparisons were made between Australia's exports
of finished manufactures and imports of these commodities
into individual overseas countries for two purposes:-

to compare fluctuations in Australian exports and the

Commonwealth Bureau of Census and Statistics
Overseas Trade, (Canberra) , Annual Volumes

United Nations, Commodity Trade Statistics Series "D"
Annual Volumes. g




imports of overseas countries between 1954%/5 to 1964/5
and to compare the growth in Australia's exports with the
growth in the imports of overseas countries between the

periods 1959/60 - 1960/1 to 1963/% - 1964/5.

Fluctuations 1954/5 to 1964/5

Fluctuations in Australian exports and in imports
of Australia's main markets are compared in Chapter 4.
For this purpose, total imports of finished manufactures
were extracted from various issues of the United Nations

Yearbook of International Trade Statistics which provides

total value of imports by importing countries, classified
by main commodities. The commodity classification used
for imports into the selected countries is the original
Sel.T.C. However for most countries it was not possible
to select only the 28 S.I.T.C. groups designated as
finished manufactures. For instance, sufficient detail
is not provided in the Yearbooks to identify for most
countries the 13 particular groups in S.I.T.C. Section 8
(Miscellaneous Manufactures) which are deemed finished
manufactures. For these countries the value of imports

under the total 18 groups of Section 8 were taken to

represent the 13 designated groups.30 However as these

30. Extraneous miscellaneous commodity groups included in
imports for these countries are mainly develoged
cinematic film (Group 863), printed matter (892) and
jewellery (897).




statistics were extracted to indicate trends in the imports
of finished manufactures of these countries without reference
to absolute amounts, the differences in coverage can be

ignored.

Growth 1959/60 = 1960/1 to 1963/4 - 1964/5

Comparisons between the growth in Australia's
exports of finished manufactures classified by S.I.T.C.
groups between 1959/60-1960/1 to 1963/4-1964/5 and the
growth in imports of these commodities by overseas countries
over the comparable period are made in Chapter 9.

Statistics for most of these countries were obtained from
the summary tables of the annual editions of the United

Nations Yearbook of International Trade Statistics. For

those countries where the Australian share of the import
market for finished manufactures is large (viz. New Zealand,
Papua and NewGuinea and Fiji) reference was made to sources
which showed imports from Australia as well as imports from
all sources. This information was provided from the

United Nations publication Commodity Trade Statistics

Series "D" for New Zealand31 and the national trade

returns of Papua and New Guinea and Fiji.

31. New Zealand national trade returns were not compiled
on an S.I.T.C. basis until 1962/3.




Import statistics on an SITC basis are not

available for most of the small dependent Oceanian Islands.
An indication of trends in their imports of finished manu-
factures was obtained from various yearbooks published by

the relevant protecting nations.

METHODS OF CALCULATING GROWTH RATES

Annual growth rates used in this study are mainly
calculated from regression co-efficients. The method
follows that set out in a recent Board of Trade study.32
Each growth rate was obtained from the antilogarithm of the
regression co-efficient of a straight line fitted by least
squares to the logarithms of the annual values of exports,

with time as the independent variable.

The exponential trends resulting from these
calculations are relatively free of the distortions which
could arise if annual compound rates were calculated between

terminal yearse.

A departure from this method was made for the
calculations for Fig. 4.7 (page165). Growth rates in
that instance were calculated from the percentage change

between single terminal years.

32, "United Kingdom and World Exports of Manufactures in
the Past Decade" Supplement to Board of Trade Journal
(London), 18 November, 1966, p.XXVIII.




COMPOSITION AND DIRECTICN OF AUSTRALIA'S EXPORTS OF

FINISHED MANUFACTURES, 1954%/5 to 1964/5

The purpose of this chapter is to set down
the salient features of Australia's exports of finished
manufactures. The relevant export statistics have been
classified, by commodities, into four broad economic
classes based on economic use principles. The classes
are as follows: capital goods; consumer goods; motor
cars and motor vehicle parts and components; and ‘'other!’
finished manufactures. The classification of countries
of destination has also been based on economic criteria,
and distinguishes between industrial and primary-
producing countries. Industrial countries are defined
as Western Europe, North America and Japan. All other
countries (including the Sino-soviet bloc) are defined
as primary producing countries. Primary-producing
countries have been further sub-divided into the main

headings of New Zealand, Oceanian Islands and 'other!'




primary-producing countries. These four main commodity

and country classes form the statistical framework within
which Australia's exports of finished manufactures will

be examined in Parts II and III.1

Part I of this chapter is devoted to exploring
the nature of the import markets of primary-producing

2 In

countries and the industrial countries.
particular it will examine the extent to which economic
development - particularly industrial development =
has influenced the commodity composition of the imports
of finished manufactures of the primary-producing

countries.

For a more detailed explanation of the commodity and
country classifications used in this chapter see
pages

has
As this discussion/drawn heavily on various secondary
sources, the exact definition of 'industrial!
countries and 'primary-producing' countries varies
within Part I. Other terms such as 'under-deveéoped
countries' will also be introduced, following the
sourcese. Any major differences between those
definitions and the definition given in the first
paragraph of this chapter will be indicated in footnotes.

It should also be noted that the New Zealand and South
African economies are discussed under one heading in
Part I due to the similarities between them. In
Parts II and III South Africa (as a destination for
Australia's exports of finished manufactures) is
discussed with 'other' (i.e. non-Oceanian) primary-
producing countries.




Part II will outline, in turn, the direction
and the commodity composition of Australia's exports of
finished manufactures, discussing the pattern existing
at the beginning of the period and tracing the main
changes which have occurred during the period under

survey.

Finally, Part III will examine the relationship

between the commodity structure of Australia's finished
manufactures exported to the four classes of countries of
destination and the general characteristics of their
imports. A particular point to be established is the
extent to which economic development during the period

in the countries of destination has influenced the
commodity structure of Australia's exports of finished

manufactures to them.
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I THE NATURE AND GROWTH OF IMPORTS OF
FINISHED MANUFACTURES INTO PRIMARY-
PRODUCING AND INDUSTRIAL COUNTRIES

1 PRIMARY-PRODUCING COUNTRIES

Stages of development and the structure of imports

Primary=-producing countries include a vast
number of countries in varying stages of development,
with varying industrial structures and standards of
living. Nevertheless most of these countries are
proceeding towards a common objective of economic
development on broadly similar lines. In particular
it has been shown that industrial development, a major
element in the development strategy of these countries,

3

tends to follow a certain sequence. The processing

of raw materials for export, either by domestic or foreign-
owned firms has often emerged in these countries as a
first major branch of industry. With the development

of production for the domestic market, entrepreneurs

have initially tended to establish non-durable consumer

goods industries.l+ Such finished manufactures as

3. The following generalized description of the pattern
of industrial growth was largely drawn from United

Nations, Woilg Economic_ Survey, 1961, (New York),
1962, ppo3" O eSp. po390

4. Ibid., p.39.




clothing, footwear, soaps and textile articles are among 1

the products of these 'first' industries. In

addition certain producer goods' industries (such as

cement and fertilizer manufacturing) emerge. These
consumer and producer goods industries are not dependent

on supplies from a wide range of complementary industries:
agricultural or mineral raw materials form the bulk of
their inputs. Thus these industries do not depend
heavily on other manufacturing industries either as outlets

for their production nor as suppliers of materials.

The next phase of industrial expansion includes
the emergence of industries producing durable goods
particularly consumer durables. In these industries
one important line of development begins with the
establishment of plants assembling and finishing certain
engineering products (such as transport vehicles,
refrigerators, industrial engines and electrical machinery).5
Plant output is dependent on a varied supply of component
parts from other plants and industries and though these "

parts may be mostly imported at first, the creation of a

demand for them can lead to the growth of a wide range

of ancillary industries. Typically therefore, import

5. 1bid.




replacement in durable goods is a gradual process, at

first resulting in a decline in imports of completed

products, then with a decline of imports of simpler types

of components, leading on eventually to a replacement of
imported

the more complex/components. Industrial development

in this phase thus is leading towards the establishment

of 'whole industrial complexes' rather than of individual,

and comparatively unrelated, plants.6

While many under-developed countries have
developed manufacturing industries which are well advanced
in the second phase, 'engineering industries capable of
manufacturing major items of machinery have emerged only
in the largest and most industrially advanced countries of
the group and even in these countries dependence on imports

of most classes of specialized equipment and machinery have

not been appreciably reduced'.7

In most of the primary-producing countries the
trend towards a higher proportion of capital goods in their
imports as development proceeds has been accelerated by

deliberate government policy measures. Faced with

60 lbldo, po39’

Ibid, p.23. The term 'under-developed countries' used
in the source excludes South Africa and New Zealand.
The generalization however applies to these two
countries, which would be elassed with 'the most
industriaily advanced countries of the group'. See
below page.b5.,




shortages of foreign exchange, governments generally
have applied import controls to restrict imports of
non-essential consumer goods and thereby increase the

supply of foreign exchange for essential consumer goods,

capital goods and raw materials.8 Tariffsand

multiple exchange rates have been other methods adopted

to stimulate or facilitate private industrial development.9

Accordingly the primary-producing countries
combined account for a large share of world imports of
capital goods. In the average of the years 1957-1959
for instance, it has been shown that 44 per cent of the
exports of machinery of twelve major industrial exporting

countries were destined for under-developed countries.10

Ibid., p.40.
Ibid.’ p.6.

'Under-developed countries' used in this source
includes all countries except Europe, the United States
of America, Canada, Japan and Australia. It is
therefore virtually identical to the term 'primary-
producing countries' as defined in the first paragraph
of this chapter. In particular, both include South
Africa and New Zealand. The term 'machinery' refers
to all non-electrical and electric machinery and
corresponds approximately to SITC Divisions 71 and 72.

See United Nations, Production of Export and
Capital Gopds in the Fields of Mechanical and Electrical

Engineering, Economic Commission for Europe, Geneva,
E/ECE/%439 Add. 1, 12 February 1962, pp. 156-159.




The share destined for the under-developed countries

was particularly high for machinery for exploiting
natural resources (mining machinery LSf which 69 per
cent of the exports of the major exporters was destined
for under-developed countries_7, earthmoving and boring
machinery [FB per cen§7); machinery for mechanizing
building work (construction machinery 432 per cenL7,
conveying, hoisting and handling machinery /52 per
cen§7); machinery for developing transport and haulage

facilities (power-generating machinery other than

electric 131 per cen§7 and tractors [33 per cen§7).11

However, while the absolute size of the
imports of machinery of primary-producing countries as
a group is large, it should be noted that the growth
rate of their import demand even for essential machinery
is severely restrained by their foreign exchange
shortages. Over the period 1954% to 1964, for instance,
it has been shown that exports of machinery by 11 main

exporting countries to primary-producing countries

11. Ibid.s Dps1695




grew markedly more slowly than to the industrial

countries.12

Exports of non-electrical machinery
increased by an annual average rate of growth of 7.9
per cent to the primary-producing countries and 12.9

per cent a year to the industrial countries. Exports

of electrical machinery increased by 7.8 per cent a year

and 15.7 per cent a year respectively over the same

period.

"United Kingdom and World Exports of Manufactures in
the Past Decade", Board of Trade Journal,

18 November 1966, p.xv Table B k4,

The term 'primary-producing countries' in this source
refers to all countries other than the EEC group,
United Kingdom, Sweden, Switzerland, United States,
Canada and Japan. Accordingly primary-producing
countries, as in the definition of 'under-developed'
countries used in the preceeding paragraph includes
South Africa and New Zealand. It includes
Australia, however which had been excluded from the
definition of 'under-developed' countries in the
preceeding paragraph.

Non-electrical and electrical machinery refer to
SITC Divisions 71 and 72 and accordingly correspond
approximately to the term 'machinevy' used in the
previous paragraph. In addition to producers’
capital goods it should be noted that machinery by
this definition includes certain consumer durable
manufactures such as sewing machines.




Stage of industrial development of selected primary-
producing countries

As mentioned above, the category 'primary-
producing countries' includes a vast number of countries
in widely differing economic circumstances. We will
now examine the economiesof certain countries which can
be considered representative of primary-producing

countries at various stages of development,

(1) The Oceanian Islands

Most of these islands are dependent territories
of either Australia (Papua and New Guinea, Nauru,

Cocos Is. and Norfolk Is.), the United Kingdom (Fiji,

Gilbert and Ellice Is., New Hebrides, Solomon Is. and

Tonga), France (New Caledonia) or the United States

of America. Western Samoa became an independent

Pacific territory in recent years.

Virtually all are agricultural or mining
communities with a native subsistence sector modified
in varying degrees by the influence of European administration
and capital investment in infrastructure and in resource-
based industries. These economies have barely commenced

on the first stage of industrialization described above:




secondary industries are largely confined to small
engineering workshops, wood-based industries (such as

sawmilling and plywood manufacture), or food and drink

manufacture.13 While local production of some

finished manufactures (including such 'first industries'

as clothing, footwear and soap manufacture ) has commenced,
typically only a narrow range of these commodities is
produced. Consequently the demand for a wide range of
finished manufactures is predominantly met by imports.
Because of the low level of development of secondary
industry, most development activity is undertaken by
government and semi-government bodies. Public works
building of all kinds, road and bridge construction -
provide a high proportion of capital investment in these

dependent territories.1L+

13. See, for instance, K.H. Danks, Industrial Activity
in Selected Areas of the South Pacific, South
Pacific Technical Paper No.90, 1956. The main
characteristics of the economies of these countries
remained unchanged over the period under survey.

See, for instance, the description of the economy

of New Guinea by R. Kent Wilson, "Import Replacement
and Industrial Development In New Guinea", a paper
presented to the Australian and New Zealand
Association for the Advancement of Science, Section G,
Melbourne, January 1967, esp. p.il.

See{ for instance, Qverseas Trading, 28 July 1961,
p.317.




(ii) New Zealand and South Africa

Both these countries at the beginning of the
period under survey had made considerable progress in
industrial development. Using industrial production
per head in 1955 as an indicator of industrialization,
New Zealand ranked second (to Australia) out of eighteen

semi- and non-industrial countries examined by A. Maizels

in a study of world industrial growth and trade.15

The Union of South Africa ranked fifth (with Israel and
Argentina recording a higher production per head than

South Africa).

At about this time, (1958) domestic production
of machinery (electrical and non-electrical) in both New
Zealand and South Africa had 'reached a considerable

volume'.16

The porportion of domestic requirements
of machinery met by New Zealand industry (in 1958) was
47 per cent. South African manufacturing industry

accounted for 49 per cent of South African requirements.

15. A. Maizels, Industrial Growth and World Trade,
(Cambridge: Cambridge University Press) 1963, p.59.

16, United Nations, Production and Export of Capital
Goods in the Fields of Mechanical and Electrical

ineering, Economic Commission for Europe,
ESECES¢39 Add. 1, 15 February 1962, p.57.




Domestic production of agricultural machinery, for
instance, was 'considerable' in both countries, although

"the high degree of mechanization' in agriculture still

required a high level of imports.17 The share of

electrical machinery requirements met by local production
was much lower in both countries than the share of non-
electrical machinery met by local manufacture.

Production (at least in New Zealand) was mainly confined

to range making and radio assembly and manufacture.18

Imports of consumer goods into both New
Zealand and South Africa had been reduced to essentials
not produced locally. Non-durable consumer goods were
largely produced by their domestic manufacturing
industriaes and their imports of finished manufactures

consisted mainly of durable consumer and capital goods.19

17. Ibid., p.5k%.
18. Ibid., p.56.

19. Compare the remarkable similarity in the analyses of
the import structure of New Zealand and South Africa
respectively by G.P. Braae, "The New Zealand Economy,
1955/66", The Economic Record, xxxii, November 1956,
p.216, and G. Marais, "Tariff Protection, Indus-
trialization and The Balance of Payments, with Special
Reference to the Union of South Africa" South African
Journal of Economics, xxviii, March 1960."  The
analyses related to a period up to 1955 for the
imports of New Zealand and for a period up to 1957
for the imports of South Africa.
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Motor cars were still considered 'essential' imports in
both countries. The two countries were, in fact,
entering the second stage of industrialization. The
balance of payments crisis which emerged in both countries
in 195820

industrialization must be pursued more positively. In

served to remind the authorities that

both New Zealand and South Africa, the administration of
import controls has been used to encourage 'manufacture
in depth'.21 Manufacturers, particularly the
producers of durable consumer goods and motor vehiecles,
have subsequently increased the 'local content' of their

products.22

20. See pages |45, 1527155,

21. Compare D.0. Sewell, Electric Household Durable
Goods, Research Paper No.7 of the New Zealand

Institute of Economiec Research (Inc.) (Wellington)
1965, p.35., and M. Kooy and H.M. Robertscn,

"The South African Board of Trade and Industries;
The South African Customs Tariff and the Development

of South Africen Industries", South African Journal
of Economics, XXXIV, September, 1966, p.222.

See, for New Zealand manufacturiné industry:-

D.0. Sewell, op.cit., esp. pp.35-6 (particularly in
relation to electrical household durable goods);

and P.G. Elkan, "New Zealand Relations with
Australia: Trade, Size and Structure" Memorandum
No.9, New Zealand Institute of Economic Research
(Inc.), July 1965 p.7 (in relation to total manu-
facturing productiong. For South African manu-
facturing industry see M.K. Kooy and H.M. Robertson
op.cit., pp.221-2;and T.A. Du Plessis "The Balance
of Payments and the Economic Development Programme",

The South African Journal of Economics, XXXIV,
June 1966, pp.128-30.




(iii) Primary-producing countries other than the
Oceanian Islands, New Zealand and South Africa

The remaining primary-producing countries are
in various stages of emerging from subsistence economies.
In general they are facing the same broad problems

experienced by New Zealand and South Africa and are

adopting similar measures to overcome them.23 Perhaps

the most significant difference between New Zealand and
South Africa on the one hand and the other primary-
producing countries on the other is in average income
levels. One would expect that the durable consumer

goods industries (including motor cars),catering for the
demand of relatively high income earners, would
accordingly be less important in the industrial development
strategy of the other primary-producing countries than

it has been for New Zealand and South Africa.

23. ©See, for example, the analysis of the stages of
development reached by Asian developing countries by
A. Kerr, 'Some Development Problems in Aslan
Countries) a paper presented to the Australian and
New Zealand Association for the Advancement of Science,
SectionG, August 1965, p.12.




INDUSTRIAL COUNTRIES

It has frequently been pointed out that the
achievement of a high level of industrialization
(provided the country has a freedom from severe balance
of payments difficulties) does not lead automatically
to self-sufficiency in manufactured goods. In fact,
the main force behind the growth in world trade in
24

manufactures in the post-war period has been the

intra-trade between industrial countries.25

Industrial growth in the developed countries has been
associated with a continuous expansion in their exchange

of manufactured goods.

It appears agreed that this rapid growth in
trade in manufactures between industrial countries has
been based, not on an exchange of one broad class of
manufactures for another but on an exchange of specifically

different manufactures within the same broad class.

24, The term 'manufactures' includes semi-manufactures.
However most of the volume of world trade in manu-
factures is in finished manufactures. The same
observations apply therefore to finished manufactures.

See page 141.

See, for example, A. Maizels, op.cit., pp. 90-1;
Kiyoshi Kojima, "The Pattern of International Trade

Among Advanced Coungiies", Hitgtsubashi Journal of
Economics, June 19 esp. pp.29 United
Narons, "World Ecopomic Surv 136 { (New York),
1962, p.4




Industrial countries, in other words, 'maintain a
prosperous and intense 'horizontal' trade in almost all

commodity categories'.26

The underlying reason for this 'horizontal!'
pattern of trade between industrial countries is not clear.
It has been suggested that trade should be most intensive
between countries with similar average income levels,

The similarity in demand patterns associated with similar
income levels encourages the manufacture of types of goods

which find a ready market in other countries on the same

level of average incomes.27 This theory would appear

to be a more persuasive explanation of the pattern of
trade in consumer goods than trade in capital goods.

There is a direct relationship between average incomes and
consumer purchasing power. Furthermore, the emergence
of a wider variety of tastes as income rises is readily
understood. In fashion articles, for example, the
imported article need not necessarily be cheaper or of
better 'quality' than the domestic product: it is
sufficient that it is 'different!'.2®

Kiyoshi Kojima, loc.cit., p.36.

S.B. Linder, An Essay on Trade and Transformation,
(New York: Wiley) 1961, esp. pp.9%=7.

See, for example, the comment on this point by
G.F. Ray, "British Imports of Manufactured Goods",

National Institute Economic Review, No.8, March
1960, p.27.




Another more traditional explanation is the
differences in comparative costs due to differences in
national resource endowments, technological development,
skills of labour, research and organization.29
While differences in natural resource endowments can be
put forward as a general reason for the emergence of
trade between industrial countries the other differences
mentioned beg the question of how these differences
arose. However undoubtedly at _any one point of time

they could 'explain' the trade which exists in many

finished manufactures between industrial countries.

3. SUMMARY

Australian exporters of finished manufactures
are faced with three main types of overseas markets.
First, there are those primary-producing countries (such
as the Oceanian Islands) which have barely embarked on
the first stages of industrialization. As they import
virtually all their requirements of finished manufactures

there is no strong bias towards either consumer goods

or capital goods. Within the capital goods category,

however, one would expect a high proportion of machinery

29. See, for example, Kiyoshi Kojima, loe.cit., p.36




and equipment for the building and construction,

agricultural and mining industries.

Secondly there are the majority of primary-
producing countries well advanced on the paths of
industrialization and economic development already
traversed by New Zealand and South Africa. Imports
of finished manufactures into these countries are strongly
biased towards complete capital goods for the development
of their infrastructure (e.g. transport and communications),
agriculture, mining or manufacturing industries.

Imports of components parts for assembly are also

important in the imports of those primary-producing
countries which have begun the first stages of import

substitution of durable consumer goods.

Thirdly there are the industrial countries,
possessing well established, and (in the larger industrial
countries) widely based manufacturing industries highly
competitive both in overseas and their own domestic

markets. As these countries are virtually without

quantitative import licensing restrictions, exports can
be made to these countries in a wide range of goods

provided that the goods are sufficiently 'competitive'

to surmount tariff barriers and can compete against the products of

domestic and other overseas suppliers. However these
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are stringent qualifications indeed. It will be of
interest to discover (in Part III) the types of finished
manufactures produced by Australia which are sufficiently
competitive to survive the selection process presented

by these rigorous marketing conditions.




II TRENDS IN DIRECTION AND COMMODITY COMPQSITION
OF AUSTRALIA'S EXPORTS OF FINISHED MANUFACTURES
1954/5 to 1964/5

A number of tables and graphs on Australia's
exports of finished manufactures accompany the text
for this and the following part. The summary tables
3.1 and 3.2 show the direction and the commodity
composition respectively. The columns in both of
these tables show the share in Australia's exports of
finished manufactures for each of the pairs of years
1954/5-1955/6 and 1963/4-1964/5, the annual compound
rate of growth between 1954%/5 and 1964/5 and the value
in 1963/4-1964/5, Figures 3.1 and 3.2 show the main
trends in the direction and the commodity composition

respectively of Australia's exports of finished manu-

factures between 1954/5 and 1964%/5. Both figures

contain two graphs, one showing the shares in three-year
moving averages and the other showing the absolute level
in each year. Tables A1 and A2 in Appendix A are the
working sheets from which this data was drawn. In
table Al 37 separate countries and areas of

destination are shown.




Figures 3.3 to 3.7 contain graphs on the
direction of Australia's exports of capital goods,
consumer goods, motor cars and motor vehicle parts
and components and 'other' finished manufactures,

respectively.

Tables 3.3 to 3.6 are summary tables showing
Australia's exports of finished manufactures cross-
classified by the four main commodity and country
categories. They provide details of the value in
the average of the years 1963/4-1964/5 (Table 3.3),
the compound rate of growth between 1954/5 and 1964/5
(Table 3.4), and the sharesof country groups for each
commodity group (Table 3.5) and the shares of the commodity

groups in exports to each country group (Table 3.6)

for the average of the years 1963/4-1964/5.

The data for Tables 3.3, 3.5 and 3.6 were drawn
from working sheets which are reproduced in Tables A3
and A4 in Appendix A. Table A3 shows the value of
Australia's exports of finished manufactures for each
of the 56 commodity groups, cross-classified by the four
main commodity categories for 195%/5-1955/6 and 1963/k%-
1964/5. Table A% shows (with commodity categories
shown in more summary form), the shares of commodity and
country categories in Australia's exports of finished

manufactures for the same two pairs of years.




1. DIRECTION

A feature of Australia's exports of finished

manufactures is the high proportion (by value) which

is destined for primary-producing countries.3o

At the beginning of the period under survey (viz. in

the average of the years 1954/5-1955/6) 90.9 per cent
of Australia's exports of finished manufactures were
destined for primary-producing countries. As can be
seen in Table 3.1, countries in the Oceanian area
provided the largest markets. New Zealand alone
accounted for 41.9 per cent of Australia's exports of
finished manufactures. Papua and New Guinea accounted
for a further 15.7 per cent and other Oceanian islands
for 9.0 per cent. Primary-producing countries in Asia
took a further 14.0 per cent, with Malaysia and Singapore
(7.7 per cent) together comprising the largest sub-area
of destination. Just over 9.0 per cent was destined
for the African continent where South Africa (6.0 per

cent) provided the largest single market.

Compare the much lower proportion of the exports of
finished manufactures of the major industrial
countries which are destined for primary-producing
countries, page1ii.




Table 3.1, AUSTRALIA: EXPORTS OF FINISHED MANUFACTURES
BY COUNTRIES OF DESTINATION

)

4 (a
(Exeluding re-exports, secondhand ships and approximate values of aid shipments )

DESTINATION

SHARE

1954/5-1955/6
Average

1963/4-1964/5
Average

Average
rate of
1954/5-

Value
1963/4-1964/5
Average

OCEANIA: TOTAL

New Zealand

Papua and New Guinea
Other Oceanian Islands

OTHER PRIMARY=-PRODUC ING
COUNTRIES: TOTAL

Asia

VWest Asia

South Asia

Malaysia and Singapore

Other South-East Asia

East Asia (excl. Japan)
Africa

North Africa

West Africa

South and East Africa

South Africa

Americas

British West Indies

Central America

South America

INDUSTRIAL COUNTRIES: TOTAL
North America
Canada
United States
Japan
Europe
United Kingdom
£.E,C.
Other Europe

%
66.5

5.4
0.8
0.3

%
53.8

6.9
1.0
0.7

%

£Am,

TOTAL ALL COUNTRIES

100.0

100.0

13.4

65.3

Sources:

Commonwea | th Bureau of Census and Statisties, Australian Exports, and Overseas Tradeiaulletins.

(a) For description of these adjustments to recorded exports see text pp.il~4&

(b) Compound rates of growth derived from exponential trend equations.

See text, pR3




The industrial countries accounted for only a

small proportion (9.1 per cent) of Australia's exports

of finished manufactures at the beginning of the period.
Moreover this export trade was mainly concentrated on
the United Kingdom, which accounted for 5.4 per cent of

Australia's total exports of finished manufactures.

While the underlying reasons for this market
pattern have not been demonstrated empirically in this
study, it seems reasonable that the predominance of
Oceanian countries (and, therefore, primary-producing
countries) in Australia's exports of finished manu-
factures lies with the many direect and indirect

advantages of close proximity.31 Tariff preferences

These advantages would be, for instance, in ease of
communication (particularly in quick delivery of
consignments by sea), in the large Australian
expatriate population in many of the Islands
(particularly Papua and New Guinea), in the commercial
interests which Australian firms have in the islands
(particularly in Papua and New Guinea and Fiji) and
New Zealand and in the official position of Australia
as administrator of trust territories. Furthermore
many overseas-owned firms in Australia have franchises
which restrict their sales to more distant countries.
Furthermore, substantial margins of preference over
non-British Commonwealth countries are accorded a
wide range of finished manufactures in New Zealand.




on a limited number of finished manufactures in Malaya
(including batteries and pharmaceuticals) and a wide
range of finished manufactures in the United Kingdom
have undoubtedly contributed to the substantial exports
to these two countries in the beginning of the period.
Exports of finished manufactures to South Africa in
1954/5-1955/6 predominantly consisted of agricultural

machinery.

While the basic features of the geographical
distribution of Australia's exports of finished manu-
factures were retained over the succeeding decade there
were some important modifications. Australia's exports
of finished manufactures to the Oceanian area grew much
more slowly than to other areas. As can be seen in
Table 3.1 the average annual growth in these exports to
the Oceanian area was 10.5 per cent compared with an
average rate of 13.4 per cent a year in Australia's exports
of finished manufactures to all countries. Exports to

primary-producing countries other than Oceania and to

the industrial countries grew by 17.5 per cent and 18.3

per cent respectively. A feature of the rapid growth
in these exports to non-Oceanian countries was that it
was not restricted to a limited number of countries:

rapid growth was recorded in exports to most areas.




The only area to which Australia's exports of finished
manufactures failed to grow as rapidly as to the
Oceanian area was South and East Africa (mainly Kenya

and Rhodesia).

As a consequence, the share of the Oceanian
area declined over the period. As can be seen from
the top graph of Figure 3.1 the decline was continuous
over the entire period. By 1963/4-1964/5 the share
of the Oceanian area had declined to 53.8 per cent
compared with the 66.5 per cent held in 1954/5-1955/6.
The share of New Zealand declined from 41.9 per cent
to 35.9 per cent, the share of Papua and New Guinea
from 15.7 per cent to 9.1 per cent and the share of
other Oceanian islands grouped together from 9.0 per

cent to 8.8 per cent.

By the end of the period, the share of the
industrial countries had risen by 4.6 percentage points

to 13.7 per cent and the share of primary-producing

countries other than Oceania by 8.4 percentage points

to 32.7 per cent.




Fig. 3.1. AUSTRALIA:  EXPORTS OF FINISHED MANUFACTURES(a) BY MAIN GROUPS OF

COUNTRIES OF DESTINATION, 1954/5 to 1964/5
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Source: Working sheets for Table 3.1.

(a)

Excludes re-exports and approximate values of secondhand ships and aid shipments.




2. COMMODITY COMPOSITION

The commodity composition, as well as the
pattern of direction, of Australia's exports of finished
manufactures has been modified considerably over the
period. (See Table 3.2). The main features of these
changes can be seen in Fig. 3.2. The rapid growth in

motor cars and motor vehicle parts and components

(hereafter referred to as motor cars and components)

was the most outstanding trend. Consumer goods
maintained its share of Australia's exports of finished
manufactures, while capital goods declined in importance.
The miscellaneous category 'other finished manufactures'
also declined in importance over the period, particularly

in the final few years.

Capital goods

Capital goods, which accounted for 44,2 per cent
of Australia's exports of finished manufactures in 1954/5=-
1955/6, increased at an average rate of 10.8 per cent a
year over the period. This was considerably lower than
the rate of growth of total exports of finished manu-
factures (13.4 per cent) and the share of this category
had fallen to 36.5 per cent by 1963/4=1964/5.




Table 32 ,AUSTRALIA: EXPORTS OF FINISHED MANUFACTURES

Commodities classified by economic use

(a)
(Excluding re-exports, secondhand ships and approximate values of aid shipments -

SHARE Average annual Value

COMMODITY GROUP Rate of growth 1963/4-1964/5
1954/5-1955/6 1963/4-1964/5
/ / / / 1954/5-1964/5 Average

Average Average

% 7 £Am,

CAPITAL GOODS . : g 23.8
Machinery, other than
electrical 3=
Mining, earthmoving (incl.
. tractors)
Agricultural

Other machinery

Communication and electrical
Commercial transport
(exel. m.v. parts)

CONSUMER GOODS
Durable
Non-durable

MOTOR CARS AND MOTOR VEHICLE
PARTS AND COMPONENTS
Complete motor cars

Motor vehicle parts and

components

OTHER FINISHED MANUFACTURES
Building and engineering
hardware

Other finished manufactures

TOTAL FINISHED MANUFACTURES

Sources: Commonwea | th Bureau of Census and Statisties, Australian Exports, and, Overseas Trade Bulletins

(a) For description of these adjustments to recorded exports see text, pp. 4i-L&

(b) Compound rates of growth derived from exponential trend equations. See text p33




Fig. 3.2, AUSTRALIA:
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Non-electrical machinery, the major component in

the capital goods category, increased by 10.9 per cent

a year. Agricultural machinery, the largest item of
machinery exported by Australia in 1954/5-1955/6,
increased by the particularly slow rate of 4 per cent a
year over the decade. This appears to be mainly due
to the growth in production of this type of equipment in
New Zealand and South Africa, Australia's two largest

markets for agricultural equipment.32 While exports

to many other countries (e,g. the Philippines, Thailand,

Ghana, Chile, Uruguay, Brazil and the United Kingdom)33

have increased particularly in the final three years of
the period, most of Australia's exports of agricultural
equipment were still destined for these two traditional

markets in 1963/4-1964/5.

32. Even at the beginning of the period, local production
supplied a high proportion of domestic requirements
of agricultural equipment in both New Zealand and
South Africa (see pages 65,66). It has also been
reported that exports to South Africa of the largest
manufacturer of agricultural machinery in Australia
(Massey-Ferguson (Australia) Limited) declined
throughout the 1950s with the development of the
Republic's manufacturing capacity (under increased
tariff protection) together with a 'rapid upsurge'
in competition from Britain, the Continent and North
America. See Australian Marketing Projects 1964/5,
Ed. B.M. Pocock, National Committee of the Hoover
Awards for Marketing (Sydney), 1966, p.316.

Eustralia's exports of agricultural machinery to the
United Kingdom had declined from 1955/6 to 1961/2.




Exports of equipment (including tractors) for
mining and construction industries increased by 15.5
per cent a year over the period and in 1963/4-1964/5
accounted for 6.3 per cent of Australia's exports of
finished manufactures. Australia's two largest markets
for mining equipment were Malaysia and New Zealand in
1954/5-1955/6. While exports to New Zealand declined

over the period, exports to Malaysia have increased

considerably over the period. A large export trade
has also developed with the Philippines. A smaller,
but continuous, trade has also been developed with

3k

India. Occasional shipments have been made to

other countries (Korea, Thailand and Peru).

New Zealand, Malaysia, the United Kingdom and
the Oceanian Islands were Australia's main markets for
earthmoving and construction equipment (including
tractors) in 1954/5-1955/6. While Australia's exports
of this type of equipment to individual countries fluctuate

considerably, the number of large shipments became

noticeably more frequent after 1961/2. The largest

single shipment over the whole decade was made to the

34, Apparently for diamond drilling bits. See
Australian Exporter, November-December 1959, p.t3.




United Arab Republic in 1964/5 as part of a £1.6 million
order comprising a total of 92 self-powered earthmovers
'ranging from 148 hp electrically-controlled motor

scrapers to 218 hp rubber tyred tractor dozers, together

with replacement parts'.35 The equipment was to be

used to develop an area of desert into arable farm land.
While the successful firm had been exporting since 1941,
this was by far its largest single order.36 Other
large shipments after 1961/2 were to Thailand (£110,000
in 1962/3, £146,000 in 1963/4), India (£128,000 in
1962/3) Pakistan (£361,000 in 1964/5).

The miscellaneous group, 'other' non-electrical
machinery (which increased at a rate of 11.5 per cent a
year over the period) includes a wide range of machinery
and equipment. The faster growing types were office
machinery (18 per cent a year), exported (mainly in the
last three years of the period) to Japan, Malaysia,

Hong Kong, the Philippines and New Zealand; metal

working machinery (15 per cent a year) which have increased
rapidly to South Africa and the Philippines and slowly

to New Zealand; pumps and compressors (16 per cent a

year) which had not been exported outside the Oceania

Overseas Trading, 12 June, 1964, p.268.

It was claimed in fact that this sale (by Le Tourneau-
Westinghouse Pty. Ltd.) was the 'biggest single sale
ever by an Australian manufacturer on an overseas

order'. See Australian Trader, March 196%, p.9.




area until 1961/2 but increased rapidly thereafter to

the Philippines, Malaysia, Thailand, South Africa,

United Kingdom, the United States and Canadaj food
processing equipment (17 per cent a year) including
exports of sugar processing plant to Fiji and South
Africa, baking equipment to Japan and various types of
confectionery, crumpet and breakfast food making machinery.

to the United Kingdom and the United States.

Exports of electrical and communication equipment
increasing by 14.4 per cent a year over the period 1954/5

to 1964/5 have developed along several lines. First

the major element in this growth has been in the supply
of components for the household electrical goods industry
in New Zealand. These consisted predominantly of
components for television receivers (classified in Tables
A2 and A3 under the 'communications' group). The
second main development occurred within the battery group.
Australia has a traditional export trade in storage
batteries, mainly with Asian countries. However the
level of Australia's exports of this type of battery
barely increased over the period 1954%/5 to 1964/5.

Export markets which have developed with Indonesia,

Ceylon, Thailand and India have dwindled. Exports to




Malaysia, the largest single area destination have not
37

grown. As this type of battery is relatively simple

to produce,38 most probably imports have been replaced

by local production in these developing countries.

However this traditional trade in storage batteries has
been overshadowed by the rapid growth in 1962/3, 1963/%
and 1964/5 of exports of dry cell batteries (for
flashlights and transistor radios), mainly to the
Philippines,39 but also to Venezuela, Hong Kong, Malyasia
and Singapore. The firm is an associate of a large

40

American company.

This is despite (or perhaps because of) the establish-
ment of an Australian company in Malaysia to assemble

parts exported from Australia. See The Bulletin,

29 August 1964, p.62.

For instance, storage batteries have been produced
in Australia since the 1920s. The Australian
Exporter, December 1949, p.32.

There is some uncertainty whether these were battery
parts or completed batteries: according to an
export journal article of the period, shipment had
commenced by May 1964 of an order for five million
completed dry cell batteries for the Philippines.
However these shipments were mainly recorded as
parts of dry cell batteries in the Australian export
statisties. See The Australian Exporter, May
196%, p.11. and Commonwealth Bureau of Census and
Statistics, Australian Exports, 1963/% and 196%/5.

The company (Union Carbide (Aust.) Ltd., makers of
'Eveready' batteries) reportedly exported batteries
valued at £1 million in 1963.




The third major development has been in the
export of electrical distribution equipment such as
switchgear and transformers. At the beginning of the
period (1954/5-1955/6) exports were mainly destined for
New Zealand and the Oceanian Islands. In addition to
the growth in this traditional export trade, exports
increased in the final three years of the period to
South Africa, Thailand and Malaysia.

The fourth main development within the electrical
and communication group has been in the export of tele-
communications equipment (included with components for
television receivers in the 'communications' group in
Tables A2 and A3). Exports of this type of equipment
tend to be sporadic. Before 1961/2 the main shipments
had been to Malaysia (transmitters) in 1954/5, 1955/6 and
1956/7 and South Africa (civil aviation equipment) in
1958/9. However from 1961/2 shipments of communication
equipment (mainly to Asia) have become more frequent.

A large shipment of broadcast transmitters to India in
1962/3 was followed by a series of smaller shipments to
other countries, the main shipments being television

transmission equipment to Singapore (1963/4%), telephone

and radio equipment to the Philippines (1963/4%, 1964/5),

and radio transmitters to Thailand (1964/5).




91

Most of the increased exports of this type of communication
equipment over this period (but not including the tele-
vision transmission equipment exported to Singapore)

appear to have been achieved by one company. This
company, which became part of a multi-national corporation
in the 1920s, made a basic change of poliecy in 1961 to
withdraw from the manufacture of household appliances

and to concentrate wholly on telecommunications equipment

41

for use in Australia and overseas. Exports by the

company of telecommunication equipment to all countries
reportedly rose from £50,000 in 1961/2 to a forecast
£1,600,000 in 1964/5., Reportedly, the 'under-developed
countries', which are establishing telecommunications

networks have provided the company with its 'best

42

markets'. In 1963 the company obtained what was

claimed as'the largest export order for telecommunications

w3

equipment in Australian history'. The order for

'more than' 200 radio transmitter receivers and 20,000

telephones for the Philippine islands totalled over

Ly

£1 million and was the result of a combined £5.3 million

Press Release by Standard Telephones and Cables Pty.
Limited, 1 July, 1963.

Impetus, June=July 1965, p.100.

The Australian Exporter, September 1963, p.3k.

Export shipments under this contract had begun
during 1963/k%. However the bulk of the order was

not delivered during the period under survey.




tender made in co-operation with four associated
companies in the world-wide group. According to the
Managing Director of the company 'each of (the companies)
will be making those components (they) can provide with

world-beating efficiency'.hs

Australia's exports of commercial transport eguipment

increased by the slow rate of 4.6 per cent a year over
the p