














Iable 6. United Kingdom:

- %a -

Exports, 1958, 1961 63

By Commodity Classes:

fMachinery and transport equipment
Other manufactures

Basic materials

Fuels

Other

- Total exports

By Area;

Sterling area
EEC

L EFTA
- U.S.A.

Canada
Other -

»’(In millions of pounds; monthly averages,’seasonally adJusted)

1962 . :*1963ﬁ'

Jan. Jul.- Jan.- Apr.-

1958 1961 June Dec. Mar. June
113 136 138 139 150 146
107 122 124 125 122 130
9 11 12 12 13 14
11 10 11 13 13 15
25 28 28 29 29 31
265 307 314 318 327 335
116 117 110 113 119 119
35 51 58 62 65 69
29 40 42 43 44 45
23 24 27 28 25 28
16 18 17 15 14 14
46 57 60 57 60 60

>WSOﬁf§:*“'U.Kf; ﬁoard of Trade.

Table 7. Indices of Wage Costs, Earnings and Productivity
in Manufacturing Industry

(1958-100)

1958 1960 1962
Earnings per hour
U.K. 100 113 124
Other main exportersl/ 100 109 124
‘Qutput per hour
U.K. 100 111 113
Other main exportersl/ 100 114 122
Wajie: costs per Unit of output
U.K. 100 102 111
Other main exportersl/ 100 96 102

1/ Belgium-Luxembougg, Canada, France,

Nethetlands, Sweden, and the United States.

Source: N.E.D.C., Export Trends (London: HMSO, 1963) p.21.

Germany, Italy, Japan,
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share :n world trade in manufactures fell from 20 per cent in 1954 to 16
«per’caut in 1961. The reduction of discrimination in Britain's favor by
sterling area countries is considered to be the main factor. In most.
instances this took the form of reduced import quotas, but awareness of
other sources of supply (especially by the newly-independent countries)
also played a role.

Secondly, the N.E.D.C. placed some blame on the relatively limited
expansion in industrial capacity. The slow growth in domestic output may be
attributed . in part to the sluggish rate of growth of export orders but, at
the same time, factory capacity was not adequate to service occasional spurts
in export orders.

Finally, and more important for the future, there is the matter
of a low rate of growth of productivity relative to wage increase. The prob-
lem of price-competitiveness of British exports is not that wages in Britain
have risen faster than in other countries. The problem has been the failure
of productivity to rise as rapidly. From 1958 to 1962, earnings per hour rose
by 24 per cent in other countries exporting manufactured goodal/ as well as in
the United Kingdom. However, output per hour rose only by 13 per cent in
Britain in contrast to 22 per cent in the other countries. Accordingly, wage
costs went up by 11 per cent in Britain and only 2 per cent elsewhere.

As for the future, the N.E.D.C. concludes that Britain faces two
problems. First, it is necessary to achieve a more rapid rate of growth of

1:;;»1.’ gy

1/ Belgium-Luxembourg, Canada, France, Germany, Italy, Japan, Netherlands,
Sweden, and the United States.
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iﬁﬁtph;wand productivity so that the necessary supply of exports will be
avéiléble. Secondly, since exports are to expand more rapidly'than,dutput
(5-1/2 per cent vs. 4 per cent) exports obviously must expand at a faster

rate than home-market sales. If this is to happen, exports must be relatively
more profitable. Therefore, the past tendency of home market prices £o~rise
faster than export prices must be reversed. Home market prices have risen

~ by 8 per cent since 1958 as compared with only 5 per cent for export prices,

(See Table 8,) It is this consideration which from time to time has p‘fo‘mpt’ed.;’

discussion in the British press about the desirability of a new sterling
devaluation,

The Government continues its attempt to restrain price increases
by its incomes policy. In the April 3 budget message, the Chancellor of the
Exchequer asked for a voluntary restraint of incomes of 3 to 3-1/2 per cent
per annum. Until July, the discussion of incomes policy has been entirely in
terms of wage agreements. On July 23, however, the National Incomes Commission

focused on profits in its second report on income stabilization. The Commis- .

sion said that, even in industries experiencing productivity increases greater
than the national average, wage increases must be restrained to the national
average figure; the difference should be reflected in price cuts. 1In other
words, if labor shows some self-restraint, then the additional productivity
should not be reflected in higher dividends but be passed to the public in
the form of reduced prices.

This report has had only a lukewarm. reception. The financial

press, while agreeing with the Commission that an incomes policy must be
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' ‘ ¢én§erhed with profits as well as wages, expressed fears that profits under
 , fﬁé Commission's scheme will lose their effectiveness as tools for allocating
reSoufces. The industries affected by the inquiry refused to supply infor-
mation to the Commission on pricing, profits, margins and dividend policy.
However, the Federation of British Industry approved the report in principle
and announced its intention of developing statistics on profits from its

members for the N.I.C.

*

In spite of the broader view of incomes policy in the N.I.C.'s
report, labor unions have not diminished their hostility. The general

Secretary of the T.U.C. told The Financial Times that "The T.U.C.'s

objection to N.I.C. is that it is not competent to deal with either wages

or profits or prices. . , .It is not a subject for irresponsible amateurs."
In recent months, prices have been stable. Home market goods have

been urichanged in price since the end of 1962. Retail prices have not risen

since February. Import prices have risen in May and June, mainly because of

the rise in sugar prices. With export prices remaining unchanged, the terms .
of trade moved very slightly against Britain. Weekly wage rates did not in-

crease in the winter months, but raises were experienced in April and June.

June wage rates were 4.4 per cent above the June 1962 level, but the wage

increasss during the first half of 1963 were only at the rate of 3.45 per cent

per annum.





