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The home and export performance of 
United Kingdom industries 
1. D. Wells and J . C. Imber, Departments of Industry, Trade and Prices and Consumer Protection* 

Introduction 
Concern about the performance of U K industries in home 
and overseas markets has led to an increasing demand for 
indicators of changes over time in the penetrat ion o f the 
home mark~.:t by imported goods and in the proportion of 
UK industries' products exported. Such indicators would 
also assist in the a na lysis of overseas trade performance 
and competi tiveness. This a rticle considers the p roblems 
of constructing indicators a t industry level. 1t presents in 
the accompanying tables new series of ratios rei at ing 
imports a nd exports to home demand and total sales by 
individual manufacturing industries, a nd discusses the 
main features of some of these ratios. 

Background 
A number of measures are currently used to assess the U K 's 
re lative trade performance in different product groups 
though none o f them gives a n up-to-date overall view o f 
the share of the home market held by o ur competi to rs nor 
of U K industries' export sales relative to their total sales. 
One o f the more widely used methods of assessing trade 
performance is that of Revealed Compa rative Advantage 
(RCA) 1• The method a ttempts to establish the trade 
performance of a country in a specific product compa red 
with its total trade. For a given period RCA indices show 
the relat ive success of d iffere nt products in world markets 
and over time they can indicate the exten t to which that 
success is changing wi thin the patte rn of a particular 
country's trade. 

For particular commodity groups such as motor cars, 
textile products and c lothing, output, imports and exports 
are compared regula rly using a methodology appropriate 
to those groups, a nd this more often uses quantity data 
than val ue data. Until recently it has only been possible 
to compare overseas trade and industria l output data 
across the board by industry through the published 
input-output tables2. They become avai lable o nly three or 
more years in arrears and are at a ra ther aggregated level. 
With them it is possible to compare not only industries· 
outputs, exports and imports, but also to identify the 
sectors purchasing both home produced goods and 
imports. To do so. however, it is necessary to adopt certain 
conventions, so that the val idity of any comparisons made 
must be judged in the light of the validity of those con
vent ions and o f the basis on which the input-output 
tables are com piled. Moreover, while the input-output 
tables permit analysis including the import content of 
industries' outputs and total direct a nd indirect exports, 
their industry detail is too limited for many purposes. They 
a re also too out of date to trace the most recent changes. 
However, up-to-date annual current price figures of 
imports and exports, reclassified to equivalent producer 
industryl , are now avai lable and can be related to the 

existing industrial sales se ries~. Nevertheless many con
ceptual and measurement problems still arise in trying to 
present appropriate derived statistics. 

The selection of measures 

A basic measure to compare with overseas trade in the 
products of an industry is the domestic consumption of 
those products. However, no general product-specific 
measure of consumption exists and the best subst itute for 
th is is home demand , this being calculated by deducting 
exports from U K manufactll'ters' sales and adding imports. 
Thus no allowance can be made for changes in dealers' 
stocks because suitable information is not usually available 
a nd such changes are reflected in the home demand fi gures. 

l t is possible to calcula te a number of ratios from the 
available manufacturers' sales and overseas trade data. 
Four ratios are considered here: 

(a) Imports: home demand ( manufacturers' sales + 
imports -exports) 

(b) Imports: home demand + exports (= manufac
turers' sales + imports) 

(c) Exports: manufacturers' sales 

(d) Expo rts: manufacturers' sales + imports 

The first measure is that commonly used when describing 
import penetration of the home market, purporting to 
measure the share of the home market for a product group 
captured by imports. It takes no account, however, of the 
extent of a domestic industry's involvement in export 
markets, a high level of which might be considered to 
compensate for a high level of imports. Allowance is made 
for this by the second measure, which reduces as exports 
increase. Similarly while (c) is the measure usuall:r a dopted 
to relate exports to total sales by UK producers, a nd indeed 
it is the one against which a manufacturer might reasonably 
attempt to. measure his own exports to sales ratio, it 
ignores the extent to which impo rts of the same products 
are finding their way into the Uni ted Kingdom. This does 
feature in measure (d). A further advantage of measures (b) 
and (d) is that they have the same denominator and thus 
the difference between the two measures also has some 
meaning as an indicator of the trade gap in a particular 
sector in relation to the size of the sector. Measures (b) 
and (d), moreover, are most unlikely to exceed 100 per cent, 
a rather d isconcerting possibil ity with measu res (a) and (c) 
in practice, particularly where goods for re-export account 
for a large part of total trade. 

• l he authors wish eo acknowledge the con~aderable a!<.\istance received in the 
preparation of thts article from colleagues 10 the Departments of Industry, TrJde 
and Prices and Consumer Protection. 



The data used 
Sales data 
There are a number of conceptual and measurement 
difficulties when comparing manufacturers' sales with 
o•erseas trade data. The) affect different product~ or 
111dustries to 1ar)1ng extrnts. One partiCular problem, 
double countmg. b less where a product finds its wa) 
direct to the final buyer 111 the form in 11 h1ch it 1\a~ 
produced: Imports of. ~a). motor cars can be compared 
with home sales. all of 11h1ch find their way direct to final 
buvcrs. Howe1er there are three 11ays in 11h1ch the sale 
of a product 11hich 1s a component of a larger product, 
say a steering wheel, might be recorded in the stat istics: 

on I) as part oft he sale of the motor car, if the steering 
wheel 11cre made at the establishment producing 
the car and incorporated in a vehicle. or 

11 111ice. a~ a sale by the component manufacturer to 
the car assembler and again in the 1alue of the sale 
of the motor car. or 

111 only as the ale of a steering 11 heel if 11 11ere to be 
sold on the replacemen t market or e\ported for sale 
or as cmbly abroad. 

1t is clear therefore that while it may be a simple matter 
to asse s total home demand for cars it is less straight
forward to concei1e and measure satisfactorily total home 
demand for steering wheels, or other products which find 
their way into both intermediate and final demand. When 
figures of manufacturers· sale are aggregated to broad 
commodit) groups, the problem of double counting is 
even greater. but the comple.x nows of intermediate 
products often tend to be 01erlooked. 1t should, however. 
be remembered that total sales and gross output figures 
do contain a considerable clement of double counting. The 
Importance of this element varies between industrie 
according to their structure and the corresponding report
ing a rrangements fo r the manufacturers' sales mquirics. 
Time series analy is is further complicated by changes in 
these structures over time. 

In the motor vehicle industry intra-industr) sales are 
very significant. lt main areas of acti11ty are the produc
tion of motor vehicles and components. Thus the 1972 
input-output tables show that out of the industry's total 
value of sales of £3,525 million some 22 per cent was 
accounted for by sales w1thin the industry. Consequently 
import penetration calculated including intra-industry sales 
in home demand appears much lower than it does if they 
are excluded. As up-to-date sa les information is not 
available free of duplication. the accompanying tables use 
data including intra-industry sales. 

Manufactu rers' sales could be defined as the total sales 
of firms classified to the industr). wh1ch 11ill usually include 
sales of some other products. Alternatively they could be 
defined as the sales of the ·principal products' of the 
mdustr), which will include sales of the same products 
made b) firms cla~sified to other industries. Since the trade 
figures are of necessity classified on a product basis, it has 
been considered preferable to relate them to total sales of 
principal products o f the industry. 

Other measurement problems arise because details of 
manufacturers' sales are mostly collected only from 
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e~tablishments employing 25 or more persons. To estimate 
total commodity sales it 1s therefore necessary to gross-up 
the data obtamed from the quanerl) sales inqwries. r or 
the data included 111 this art1cle th1s has generally been done 
using factors prepared b) the Business Statistics Office for 
grossmg-up mdustry sales figuress. Although the~e factors 
are not strictly appropriate for u<,e with figures for sales of 
principal products. this is the best approximation a1ailable. 

Orenea1 trade data 
The 1mport and C\port figures used in this article are 
based on the Orersea1 Trade Stati.llic.\ of the united Kingdom 
as compiled monthly by HM Customs and Excise. There 
a re a number of respects 111 which these figures are not 
ideal for calculating the ratios. For example both imports 
and exports include goods which are re-exported, returned 
goods and goods for process o r repair: the last category is 
particular!} important in so me industries. for example, 
aerospace. Also. certain categories are excluded from the 
detail of the 01erseas trade statiStiCS published b) Customs 
a nd r,cise and some of the exclusions are significant. For 
example, articles sent by parcel post cannot be classified 
and this is kno1~vn to understate significant!) the trade 
classified as books and periodicab and knitwear. Suppres
sing information about defence consignment distorts 
figures for such industries as shipbuilding. One adjustment 
that can be made concerns foreign-built ships delivered 
abroad to UK owners: though they are, in the main, 
omitted from the Customs imports figures. the) have been 
included in the data with this article. 

The major problem that for so long precluded the direct 
comparison of over. cas trade and manufacturers· sales 
data was the incongruence between the overseas trade 
classification, the Standard International Trade Classifica
tion (SITC) and that used for UK industrial statistics
the Standard Industrial Classification (S IC). A link has 
however been developed between the two classifications 
and is the basis for comparing 01erseas trade and industrial 
s tatistics in terms of the SIC. This work was described in 
an article in the February 1975 edition of Economic Trends 
and annual data are published in a Business Monitor3 . The 
congruence is not perfect and it i constantly being 
improved. A major practical problem that is encountered 
is the need to allocate single headings in the trade statistics 
to a number of different industr) groups. The necessarily 
arbitrary allocation of proportions of a single figure from 
the trade statistics to different industries detracts from the 
accuracy of the reclassified trade data and any analysis 
based on it. 

There arc t\IO further factors to consider. The first is a 
valuation difference: manufacturers' sales are 1alued 
ex-works or deli1ered, whilst exports and imports are 
valued f.o.b. and c.1.f. respective!), the !alter excluding 
import duty. The second is the timing differences in 
reporting the different transactions: they ~hould not 
significantly d1stort comparisons of annual figur~s, but 
may produce Irregularities in senes for shorter penods. 

Hon good are the j1gures? 

ft will be clear from the foregoing description of the 
methodological and measurement problems that the rat_ios 
described above have their drawbacks. The double countmg 
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of manufacturers· sales is a problem common to a ll four 
ra tios. But ratios (b) a nd (d) have more to commend them 
than do the other two because the overseas trade statistics 
include goods for re-export. including goods for process or 
repair. in both exports and imports: the inclusion of these 
re-exports in both the numerator a nd denominator reduces 
the 'error" in the rat ios. 

The conclusion must be that the ratios arc of rather 
limited use. 1t is \al id to use them for measuring the 
direction and magnitude of change for an individual 
industry over time. pro\ided there are no major changes 
in the sha re of re-exports or in the basis of reporting 
manufacturers· sales. Howe\er, beca use of the measurement 
problems, the absolute values of the ratios a re of limited use 
for making inter-industry comparisons. 

Appended to this a rticle are tables showing these ratios 
for 1968 and from 1970 to 1976. E\tensive estimation has 
been invo lved in the calculation of the figures for the 
earlier years as the principal product data on which the 
manufacturers' sales figures have been based only became 
available as the quarterly industrial sales inquiries were 
introduced, between 1969 and 1975. it should be no ted 
that the analysis has been ba ed on current price da ta ; 
the trends could appear different in volume terms. While 
it will be possible to introduce further refinements in the 
future to impro'e the quality of these ratios, the interest 
in this type of measure is such that it seems appropriate to 
publish the series now rather than wait until further 
improvements can be incorporated . The notes accompanying 
the tables indicate the special treatment used fo r particular 
series and other significant factors. 

What the figures show 
While the ratios provide indications in general terms of 
industrial performance they should be interpreted with 
special care. l t must be remembered that factors outside 
the control of the industries themselves may significantly 
affect or even at times dominate the measures. This is 
especially true of the nationa lised industries and certain of 
the food manufacturing industries. 

In the first half of this decade the general pattern was fo r 
both import penetration and export proportions fo r manu
factured goods to increase following the trend of world 
trade, a feature of which has been increasing international 
specialisation. Over mcrnufacturing as a whole the growth 
in import penetration appears to have been matched by an 
increase in the export sales ratio. 

Within this overall pict ure there have been marked 
successes in some sectors and industries. Comparing 
ratios (b) and (d), one of the more successful sectors is food 
manufacturing, where several industries have managed to 
push down import penetration levels and to increase the 
proportion of their products exported. Although this 
sector as a whole is still a substantial net importer the 
inroads that have been made into the deficit in recent vea rs 
have been considerable. · 

In chemicals also the picture is encouraging, with exports 
growing substantially more rapidly than imports. Fertilizers 
is the only industry where the export ratio has been con
sistently lower than import penetration but compa rison of 
ratios (b) and (d) shows the gap to have reduced from 

9 per cent 111 1970 to only 2 per cent in 1976. The !>Oap and 
detergents industry has achieved a particularly high le\el 
of export gro,,th in the last few years. 

Less successful has been the metal manufacturing sector 
(Order VI): ferrous metal import penetration doubled 
between 1970 and 1975, this being to some e\tcnt a result 
of a trebling of penetration in the steel tubes industry. 
''hilst e.xport proportions rose hardly at a ll . In non
ferrous metal!. neither imports nor exports ·ho,,ed much 
change as a proportion of total business through the period. 

With a few except ions the mechanical and electrical 
engineeri ng sectors have more than matched increased 
import penetration by higher export sales ratios. Industrial 
plant and steelwork is the industry within mechanical 
engineering where the improvement has been most marked. 
Less successful have been the agricultural mach inery and 
office machinery sectors. In electrical engineering, domestic 
electrical appliances have shown no growth in their export 
proportion while import penetration has doubled since 
1970. In contrast the export proportion for broadcast 
receiving, etc. eq uipment has risen steeply in the last two 
years la rgely as a result of increased exports of tclc' ision 
sets. The· export proportion for electronic computers has 
also grown substa nt ially, whilst import penet ration has 
fallen below it 1970 level. Exports of the engineering 
industries are generally higher than imports and mainten
ance of their competitive posit ion is an importa nt aspect of 
the industrial strategy. 

The imports figures fo r shipbuilding have been adjusted 
to include the value of foreign-built ships del ivered overseas 
to U K owner , as incorporated in the balance of payments 
figures, thus gi' ing a more mea ningful comparison between 
trade and output than that suggested by the trade statisucs 
compiled by Customs. Export proportions for this industry 
have been highly variable, perhaps reflecting the large 
val ues involved in individual transactions, but suggest 
little change in the trend of export proportion from 1970 
to 1975. whilst import penetration has grown s teadily. 

With the exception of tractor manufacturing, import 
penetration in the road vehicles sector as measured by 
ratio (a) has risen steeply, increasing four-fold for motor 
vehicles between 1970 and 1976. and dou bling for motor 
cycles, etc. Although the differences between ratios (h) 
and (d) for motor vehicles still show a strong surplus. this 
has declined from 23 per cent to 13 per cent over the period, 
and the Japanese take-over of a large share of the motor
cycle market has turned a 53 per cent surplus into a 
24 per cent deficit in that time. Data for aerospace imports 
and exports suggest a heal thier situation. the export share 
having increased faster than import penetration. 

In the textile industry most sectors have experienced a 
marked upward trend in import penetration since 1970; 
the weaving of cotton, linen and man-made fibres 
(M LH 413) ind hosiery and other knitted good (MLH 417) 
are notable examples. Only in the case of carpets has ~n 
increase in the export proportion exceeded the rise 111 

import penetration. Although both the clothing and foot
wear industries have experienced steadily rising import 
penetration over the period there was a marked recovery 
in the export performance of the clothing industry last year. 

Export performance in the bricks. etc. industry impro-.ed 



markedl) in 1974 and th1~ h1gher le,el ha'> been mam
tamed. the 1mport ratio remaming stead) O\Cr the period. 
Else,,herc 111 Order XVI and in Order X\111 change" 111 
either aspect of the trade balance ha\e been ... mall. only a 
sudden jump 111 penetratiOn 111 the glas.., 1nduqr~ 111 1974 
temporaril) disturbing the equilibrium. 

The paper and board and paper products llldll',tne.., 
followed a paltern of rising 1mport pcnctrat1on and stat1c 
export proportion. ''hilst printing and publi'>hing showed 
little movement in 1mport penetration or e\port propor
tion. E>.ports of the rubber manufact uring industry grew 
about as fast"" 1mports. maintaining the positi\C balance. 

Future de1elopments of the '>latistics 
ow that serie., ha\e been established for these 

measures. 11 I'> intended to publish them regularly 111 the 
8111·ine1.1 \lonilor '>Cries. The) "ill be further refined and to 
imprO\C the timeliness of the data con ideration "" being 
gi,en to the calculation of quarterly ~cries. though because 
of difficulties \\ith erratic and seasonal mo,ements 11 ma) 
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he some time before these can he publi..,hed 1n a useful form. 
\t the same lime the poss1bilit) of prO\ id111g finer industnal 
detail ''ill abo he con-.idered. 

The e'>llmates of sales of pnnc1pal products of each 
industn used to calculate the ratios can he made a\ailable 
on request. Enquiries should he addressed to the Depart
menh of I ndustr). Trade, Pm:c., and Consumer Protec
tion ( EcS3B). Dean Brad Icy llou~e. Horscferry Road, 
London SWI P 2AG. 
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