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F O R E I G N  T R A D E  

Australia's Changing Export Pattern 
by P. E. Stonham, Newcastle/Australia 

Australia Is frequently considered a ferming country on the periphery of the world economy, 
whose exports are traditionally restricted to wheat, wool and dairy produce. However, this 
conception does not correspond anymore to the prseent shape of the AustraUan economy. 
Alter World War I| atructural changes linked up the country with the world economy on n broader 
base, and Industrial products are becoming more and more Important to Australian exports. 
The follow]ng article deals with the determining factors of AustraUs's export oriented 
induetrlallsetion and the future prospects for Its progreu from a farming country to an 
Industrial nation. 

D uring the post-war period the composition of 
Australia's exports has undergone a marked 

change. The general shift has been from traditional 
exports like wool, wheat and dairy produce to an 
increased dependence on manufactured goods, metals 
and minerals. Although primary products are still 
of overwhelming importance in export in absolute 
terms, it is manufactured goods that are showing 
the most dynamic export performance in relative 
growth rates. 

Concurrently with this shift, and partly connected 
with it, there has been a switch in the direction of 
Australia's export trade, the traditional markets in 
the UK and Europe declining in importance com- 
pared with markets in Asia, particularly Japan, and 
in North America. The changing emphasis in the 
composition of exports has been welcomed and 
encouraged by the Commonwealth Government for 
both economic and political reasons although such 
differential rates of growth in different sectors of the 
economy are bringing problems of adjustment. 

To some extent the growth in manufactured exports 
reflects an increasing degree of domestic indus- 
trialisation in the Australian economy although 
internal conditions and policies have been only 
partly responsible for the change. Australia's export 
pattern has also responded to altered trading con- 
ditions in its overseas markets which were not under 
its control. 

The Record of Change 

Increasing the proportion of industrial production in 
total economic activity and diversifying exports is 
by no means a new feature of post-war economic 
objectives by nations, and this is particularly true 
of developing economies. The Australian case is 
interesting because Australia is one of the few 
largely primary-ezporting countries that enjoy a 
relatively high per capita income level, possess many 
of the characteristics of a developed country and yet 
still give high priority to industrial production both 

for domestic and foreign markets. This can only in- 
volve a structural re-organisation of production. 

Between 1948/49 and 1965/66 the share of manu- 
factures in Australia's total exports {including re- 
exports) increased from 5 per cent to 16 per cent; 
the increase in this share also appears to have 
accelerated since 1963. The increase is all the more 
significant since total exports of goods and services 
as a percentage of Gross National Product have 
fallen fairly steadily over the same period from 
around 25 per cent to around 15 per cent. In the 
1960's, although the absolute growth in value of 
Australia's manufactured exports has been strong, 
part of their increased relative share in total exports 
is accounted for by slow-growing and in some years 
declining export receipts from primary products. 
Since 1963 greater export receipts from unprocessed 
mining products have less than offset declining re- 
ceipts from raw wool, wheat and other grains. Rather 
more recently, declining receipts from processed 
foodstuffs have been compensated for by increased 
export receipts from processed mining products. 
Dealing in aggregates, however, does not give a 
very good picture of the statistical performance of 
Australian exports. This is because in Australian 
economic statistics exports of manufactures include 
in total value the value of primary products used as 
raw material inputs, and processed primary product 
exports include in total value the value added by 
simple manufacturing processes. 

A disaggregated picture of the performance of 
individual groups and items of produce is more 
instructive. For example, in the last 10 years re- 
ceipts from metals, metal manufactures and machinery 
as a group increased in absolute terms by some 
240 per cent, with the share of total export receipts 
rising from 9.5 per cent to 14 per cent. The sub-group, 
machinery and electrical machinery, showed even 
greater gains. The absolute increase over the same 

period for minerals is 270 per cent and an increased 
share of total export receipts rising from ap- 
proximately 4 per cent to 6 per cent. Export receipts 
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from iron and steel and petroleum have fluctuated a 
good deal over the later post-war years although, as 
a general rule, receipts from the former group have 
been tending to climb. Until 1965/66, the increase 
was spread over a wide range of manufacturing prod- 
ucts, in the current year iron and steel and 
chemicals have been responsible for most of the 
gain. 

In part these movements are explained by prices. 
Since the middle 1950's Australia has generally faced 
buoyant export prices for minerals, metals and metal 
manufactures, and depressed prices for foodstuffs, 
wool and sheepskins. This relative discrepancy in 
price movements has had its impact on the price- 
sensitive manufacturing sector. 

Regarding the direction of trade, the change is 
equally marked. Between 1954/55 and 1965/66 the share 
of the UK in Australia's total exports dropped from 
36.9 per cent to 17.4 per cent; at the same time 
Japan's share increased from 6.9 per cent to 12.4 per 
cent. Over the same period there has been an almost 
universal drop in Australian export shares of the six 
European countries now making up the European 
Economic Community. The share of the Six as a 
group fell from 22.1 per cent to 15.5 per cent, with 
the share of France in particular falling from 8.3 per 
cent to 4.4 per cent. The percentage decrease in 
Europe's share is almost equally matched by the 
increased share taken up by the United States and 
Canada over the same period. These two countries' 
combined share increased from 8.3 per cent to 14 per 
cent. Finally, apart from the marked increase in ex- 
ports to Japan, the rest of trading Asia took an 
increased share over the period, but only a small one, 
and nearly all of this was accounted for by sales to 
mainland China. 

The Reasons for Change 

Changing patterns of trade are usually the result of 
a complex of factors, and this is certainly true in 
the case of Australia's exports. The change in the 
commodity composition of exports, for example, is 
the result of a number of factors operating both 
domestically and internationally. 

Among domestic factors there is the readily apparent 
post-war trend by manufacturing and secondary 
industry to contribute an increasing proportion by 
value to GNP while, at the same time, the share of 

primary industry continued to fall. Domestic manu- 
facturing industry in Australia has been strongly 
protected during the post-war period by a policy of 
tariff protection whose average level in the early 
1960's stood around 30 per cent. This strong growth 
of domestic manufacturing has been reflected in 
firms undertaking a greater proportion of production 
for export as being a logical extension of their 
domestic market. This is encouraged by the Common- 
wealth Government in the tangible form of pay-roll 
tax rebates and income tax deductions on market 
development expenditure. 

A more appealing reason, however, is that as 
Australian manufacturing industries begin to achieve 
some degree of scale and cost-competitiveness, it 
becomes possible for their products to compete on 
world markets. It is also the case in Australian 
manufacturing that mineral discoveries and develop- 
ment are beginning to provide impetus towards 
greater heavy industry by providing low-cost raw 
materials for industrial processing. It is also possible 
that investment in Australia has become more con- 
scious of the higher growth ability of manufacturing 
industry, and this is particularly true of foreign 
investment. 

As far as external influences are concerned, there is 
little doubt that Australia has been facing the familiar 
problem of the largely primary-exporting countries, 
a secular deterioration in relative export prices for 
agricultural and pastoral products. Primary products 
(minerals apart) are generally the slowest-growing 
class of internationally-traded goods, and there are 
very few of such countries which are not actively 
engaged in encouraging the domestic production and 
export of manufactured goods and diversifying the 
general pattern of their export trade. Some of the 

highest growth rates attained in post-war international 
trade have occurred in manufactured goods and in 
those raw materials, e.g. fuels end ores, used as 
manufacturing inputs. It could be argued that the 
dlanging composition of Australia's exports is partly 
a natural response to relative changes in demand 
conditions in overseas markets for manufacturing 
versus agricultural products. 

Changes in external influences have probably been 
the major cause of the changing post-war direction 
of Australia's exports. In the simplest case, the 

major markets to which Australia has sold its exports 
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h a v e  g rown  at  d i f fe rent ia l  rates ,  the  most  d ramat ic  

examples  be ing  the  UK and  Japan .  In the  case of 
those  two countr ies ,  i t  is t he  fac t  t ha t  the  J a p a n e s e  
r a t e  of g rowth  of impor ts  grew much fas ter  t h a n  the  

Bri t ish in the  50's and  60's tha t  caused  J a p a n  to in- 
c rease  its sha re  of Aus t ra l i a ' s  expor ts  at  the  ex- 
pense  of Britain 's .  By and  large these  two count r ies  
impor t  the  same classes  of goods from Austra l ia ,  and  
d e m a n d  gene ra l ly  rose d r am a t i ca l l y  for most  c lasses  
of Aus t ra l i a ' s  expor t s  in  J a p a n  jus t  as, r e l a t ive ly  
speak ing ,  the  d e m a n d  for the  same  c lasses  of Aus t ra -  
l i an  expor t s  in  the  Bri t ish m a r k e t  was  sluggish.  The 
same effect  is t rue  of the  Nor th  A m e r i c a n  market .  
Both the Uni ted  Sta tes  and  Canada,  ove r  the  pos t -war  
per iod,  showed  h igh  ra tes  of g rowth  of GNP, in- 
c reas ing  impor t  levels ,  and  an  inc reased  d e m a n d  for 

the  commodi t ies  tha t  Aus t ra l i a  exports .  

In the  case  of the  European  m a r k e t  the  effect has  
p r o b a b l y  b e e n  more  complicated.  On  the  one  hand  
the  Common Marke t ' s  agr icu l tura l  pol icy  has  had  a 
de t r imen ta l  effect  on expor ts  of A u s t r a l i a n  p r imary  
produce,  pa r t i cu la r ly  whea t  anti  da i ry  produce.  On 
the  o the r  h a n d  the  h igh  g rowth  ra te  of the  Six com- 
b ined  has  caused  inc reased  demand  for and  increased  
sa les  of Aus t r a l i an  fuels, minera l s  and  indust r ia l  raw 
mater ia l s  on which the re  is l i t t le  tariff discr iminat ion.  

Future Prospects 

It  appears  tha t  the re  are a n u m b e r  of long- te rm t rends  
as  wel l  as more  immedia te  factors  affect ing the  com- 
pos i t ion  and  d i rec t ion  of Aus t ra l i a ' s  exports .  

Since the  Second W o r l d  W a r  the  long- te rm t rends  
h a v e  inc luded  a genera l  sh r ink ing  in the  p ropor t ion  
of the  v a l u e  of i n t e rna t iona l  t r ade  t a k e n  up by  
pr imary ,  pa r t i cu la r ly  agr icu l tura l  produce.  It is a 
funct ion  of bo th  changing demand  condi t ions  in for- 
mer  marke t s  and  changing s t ruc tu res  of p roduc t ion  
in supp ly ing  countr ies .  There  a re  no reasons  for be- 
l i ev ing  tha t  these  long- te rm supp ly  and  demand  fac- 
tors  will  no t  con t inue  for the  pa r t i cu la r  case  of 
Aus t ra l i a ' s  exports .  M a n u f a c t u r e d  p roduc ts  and  raw 
or  semi-processed  minera l s  are  the  mos t  rapid-grow- 
ing sector  of i n t e rna t iona l  t rade,  indeed  for m a n y  
coun t r i es  the re  appea r s  to be  a close connec t ion  
b e t w e e n  ra te  of indus t r ia l i sa t ion  and  ra te  of g rowth  
of GNP. 

Reinforc ing  these  long- te rm t r eads  a re  ce r ta in  shor ter -  
t e rm factors  which h a v e  par t i cu la r  r e l e v a n c e  to 

Aus t ra l i a ' s  exports .  The Kennedy  Round of tariff  
cuts  on indus t r ia l  goods and  any  fu ture  reduc t ions  

are l ike ly  to g ive  an  impetus  to Aus t ra l i a ' s  manu-  
fac tur ing exports ,  pa r t i cu la r ly  in a l r e ady  indus-  
t r ia l ised count r ies  whe re  tariffs h a v e  been  most  prom- 
inen t  on manufac tu red  imports.  The s tepping  up of 
p rog rammes  of indus t r ia l i sa t ion  in deve lop ing  coun- 
tries, pa r t i cu la r ly  in Asia,  is l ikely to p rov ide  in- 
c reased  demand  for the  supply  of minera l s  and indus-  
trial  raw mater ia l s  tha t  Aus t ra l i a  is inc reas ing ly  
providing.  

The inc reas ing  in tegra t ion  of the  European  Economic 
Communi ty  and, to a lesser  extent ,  of o ther  reg iona l  
t rad ing  blocs, e.g. in  Lat in America ,  is l ike ly  to 
in tens i fy  the  a l r e ady  exis t ing  t rade  d ive r s ion  on  some 
of Aus t r a l i a ' s  t rad i t iona l  exports .  It does appear,  
however ,  tha t  the  g rowth  of o ther  markets ,  par t ic -  
u la r ly  Japan ,  the  cen t ra l ly -p lanned  economies  and  
the  deve lop ing  count r ies  of As ia  will  p rov ide  more  
dynamic  marke t s  for these  exports .  A t  the  m o m e n t  
there  appears  to be  a pos i t ive  t rade  effect  b y  the  
Common M a r k e t  for Aus t r a l i an  expor ts  of minerals ,  
fuels and  indus t r ia l  r aw mate r ia l s  as i n t eg ra t ion  
increases  the  input  r equ i r emen t s  of European  manu-  
fac tur ing indust ry .  Much depends  on w h e t h e r  fu ture  
g rowth  of impor t  r equ i rement s  in the  European  Com- 
mon  M a r k e t  is b iassed  in f avour  of or aga ins t  the  
sort  of goods tha t  Aus t ra l i a  cu r ren t ly  expor t s  or is 

l ike ly  to expor t  in the  future.  

All  the  r emarks  app ly ing  to the  European  Common 
Marke t  are l ike ly  to be  re inforced  if the  UK 
and par t  or all of the  EFTA count r ies  gain  
admiss ion  to the  EEC. In the  case of the  UK there  
would be  ad:ded d i scouragement  to Aus t ra l i a ' s  pri-  
m a r y  expor t s  caused  by  the  loss of Commonwea l t h  

Pre fe rence  which is of cons iderab le  impor tance  in the  

case of some p r imary  produc ts  l ike da i ry  p roduce  
and fruit  and  fruit p repara t ions .  

Finally,  t he re  are  s t rong  ind ica t ions  of con t inu ing  

s t ruc tura l  r e -organ isa t ion  of p roduc t ion  wi th in  Aus-  

t ra l ia  wi th  agr icul tura l  p roduc t ion  con t inu ing  to 

con t r ibu te  a dec l in ing  propor t ion  b y  va lue  of GNP, 
and an  inc reas ing  emphas is  on manufac tu r ing  indus t ry  

and  minera l  deve lopment .  The cur ren t  t rend of tariff  

pro tec t ion ,  i n v e s t m e n t  f lows and  domest ic  m a r k e t  

g rowth  all appea r  to po in t  to s t rong g rowth  in the  

s e c o n d a r y  sector,  and  this  canno t  fail to h a v e  an  

impact  on the fu ture  pa t t e rn  of Aus t ra l i a ' s  exports .  
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