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MAGDALENA OLCZYK
POLITECHNIKA GDANSKA

THE COMPETITIVENESS OF POLISH MANUFACTURING
EXPORT ON THE EU MARKET IN THE YEARS 2004-2006

Introduction

The author decided to analyze the competitivendsthe Polish export of
industrial commodities on the EU market for threason. The first reason being the
lack of complex research concerning the competiggs of export. The publications,
with which the author is familiar, are regardingther selected aspects of the
competitiveness of export. The second reason islabk of information which is
necessary in order to construct Polish pro-expoticy. Meaning a type of policy
encouraging investments in competitive branchesexgfort. The third grounds for
interest in this subject is the current relevantéhis problem. In March 2000 at the
meeting of the European Council in Lisbon, the Goes of the EU determined their
strategic goal for the summer of 2000-2010 as, §beng the world’s most competitive
economy, based on knowledge, with the ability toegate permanent growth which
will guarantee more job opportunities and a higbeel of social care.” In this context
it is necessary for Poland (as a member of the fia&o Union) to evaluate of its level
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of competitiveness as well as to monitor its chandoreover it is of great importance
to recognize the advantages and disadvantages lish Rexport in order to achieve
faster and greater success on the uniform Europeaket.

The author limited the choice of the subject oflgsis to the export of
industrial commodities. Taking into consideratibe whole flow of Polish export, the
author consciously made the decision to omit theoexof service due to the fact that
any kind of research on this subject and its coitipetess would require a different
research methodology. Moreover the author alsdtednihe analysis of the export of
agricultural products. The reason for this is specific nature of the rotation of these
commodities, connected with the interaction of cammagricultural policy on
European market.

Competitiveness as a comparative category requéfesence to a different
object. As a comparative level in analysis, ththauhas chosen other transforming
countries from the region of middle-eastern Eurege The Czech Republic, Hungary,
Slovakia. The reason for this selection stems fouite obvious premises. These are
countries which are under-going transformations,aasimilar level of economic
development, for which the Countries of the Eurapmion are also the largest and
most strategic export market.

The statistical data has been obtained from the b&&urostat — COMEX. It
provides information concerning the value as wslkle volume (in physical units) of
our export, ranked according to the HS 2 clasdifica

The methodology

The analysis had two aims. First was to definirgldvel of competitiveness of the
Polish export of industrial products on the maiethe EU between the years of 2004-
2006. The author used the Constant Market Sharehaufetwhich we can be
mathematically written as:

AXi= 3 AX= X (AMIM) + 33X [(AM/M)-(AMIM)] + 3ix; [(AXii/%i;)- (AMIM))]
demand effect structural effe competitiveness efect

where:

X;— total export of country ,i” (Poland) of commodity ,,”
Mj- EU’s total import of commodity ,j"

M- EU'’s total import, A- stand of increment

! Tyszyaski H.: World trade in manufactured commodities,1890-19%0e Manchester
School of Economics and Social Studies” 1951, %m. 222-304.
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This method decomposes the increase of the Polsbrieof industrial commodities on
the market of the European Union between the y&a2604-2006 into three parts. The
first part called the demand effect, illustrates tmypothetical increment of export,
which we would achieve if Polish export on the Eldrket grew at the same rate as
world export. The second part is called the stmadtaffect. Its positive value occurs
when our export on the EU market is dominated (twh& advantageous) by export
commodities characterized by the level of expartéase which is greater than the level
of import increase in the Countries of the Européhmion. The last part called the
competitiveness effect, has the most important imgan this method. If the effect of
competitiveness (the residual value) is greaten thero, the competitiveness of the
export of a given product has increased. On tiseshd this method one can answer the
guestion what is the level of the competitivene$sPolish export of industrial
commodities on the EU market in comparison with é€@zeHungarian and Slovak
exportation on this market.

Second aim of this analysis is to find the basmmefficient strategy of increasing
Polish export on the European market. To succedteitauthor used the so-called
matrix of competitiveness. We create this using imdicators. First is the indicator of
relative price, being the relation between thegiitexport and the price in import of a
given product. The cost of export is obtained hydiing the values and volumes of the
export of a given product. Then we must go abouinting the cost of import
analogically. The second indicator shows the paditon on the market being the
quotient of Polish export of a given product on Ei¢ market to the size of EU import
of this product. Using these two indicators thehauthad created a matrix for
competitiveness, which separates Polish exporherElU market into four streams e.g.
the export of commodities with an efficient stratesf competing with quality, export
with an efficient strategy of competing with pridgbe export of commodities with a
potentially efficient strategy of competing with aitly as well as the export of
commodities with an inefficient strategy of compgtiwith a lower price.

The results of analysis

To answer to the question, how looks the levehefdompetitiveness of Polish
export on EU market after accession, the authoomeosed the manufacturing export
of Poland, Czech Republic, Hungary and Slovak Repub the three effect of CMS
method (see table 1).
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Table 1. Manufacturing export of Poland, Czech RapuBlovak Republic and Hungary to the
EU market between 2004-2006: components of CMS rdetho

country export increase | demand | structural effect competitiveness
2004-2006 effect effect
Poland 16,76 9,63 -1,8 7,52
Czech R. 16,21 9,46 -1,8 8,55
Slovak R. 5,68 4,44 -0,37 1,61
Hungary 8,19 7,55 -1,49 2,13

Source: Eurostat Comext database and own calcogatio

The Polish export was characterized by the lowasdicipation of demand effect in
export increase during 2004-2006. It means thesRakport was the least dependent
on European prosperity among the other analyzeatdes, what guarantee a stable
growth of it in the future. Additionally the struce of Polish exportation (like other
countries) was very advantageous, what showedothgdlthough sill) negative value
of structural effect (level only 2% of Polish expancrease between 2004-2006). It
means all analyzed countries tend to specializexjport of commaodities for which
European demand has been growing above averagéher EU. But what most
important is, that the level of competitivenessidglated as a participation of the
competitiveness effect in export growth) of Polieskport to UE was so high as the
competitiveness of the Czech exportation. Thisltegas moreover a twice better than
an outcome of Slovak Republic and Hungary in thmeanufacturing export to the
European market.

The Constant Market Share analysis allowed tootifyethne first fifth sections of
Polish, Czech, Slovak and Hungarian export to EUhia years 2004-2006, which
generated the largest value of competitivenesstef{see graph 1). They were first of
all electro-machinery industrial commodities likeearic and mechanical machinery
and their parts and vehicles together with aaréssfor them.

Graph 1. Top 5 of industrial section with the Bsgcompetitiveness effect in
Polish export to UE between 2004-2006 (in % ofltotanpetitiveness effect).
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Source: Eurostat Comext database and own calcogatio

What were quite surprising, that almost the sardastrial sections were the
competitive winner in Czech, Slovak and Hungarigpogtation to the European market
between 2004-2006 e.g. motor vehicles, electrichim&gcy, mechanical equipment
figured as the most successful (most competitixppe commodities (see table2).

Table 2. Top 5 of industrial commodities with thegest competitiveness effect in
Czech, Slovak and Hungarian export to UE betwe@22ZD06 (in % of total

competitiveness effect).
Top 5 Czech Republic Slovak Republic Hungary
1 84- machinery and | 85- electric machinery, 84- machinery and
mechanical appliancesequipment and parts mechanical
appliances
2 87-vehicles, parts and 84- machinery and 87-vehicles, parts
accessories mechanical appliances | and accessories
3 85- electric 39-plastics and articles | 85- electric
machinery, equipmentthereof. machinery,
and parts equipment and parts
4 95- toys, games & 74-copper and articles 95- toys, games &
sports equipment thereof sports equipment
5 39-plastics and articlgsi8- paper & paperboard & 39-plastics and
thereof. articles thereof articles thereof.

Source: Eurostat Comext database and own calcogatio

To identify the base of competitiveness of Polisiport on the EU market in
the years 2004-2006 the author created the conveekitss matrix for Polish
exportation to this market (see graph 2). The aislghowed, that the low price of
industrial commodities was the main base of Patighort to European market (almost
%, in 2004 year and ¥ in 2006 year of export sestitad a unit value ratios below 1).
The strategy of low price was completely ineffidcigeee the negative total sum of
trade balance of Polish export to UE market witteffitient and an inefficient strategy
of competing with low price. Additionally strongigcreasing between 2004-2006 years
the negative trade balance of export of commoditigth an inefficient strategy of
competing with a lower price showed, that Polispaters loosed their “export price
gap” on EU market.

In the years 2004-2006 the successful expaategly for Poland to compete
on EU market was high price. It is reflecting inngeating in year 2006 the positive
trade balance in sections, where a unit value gatias above 1. Regrettably a detailed
analysis showed, that Polish high quality commedit{with positive trade balance)
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belonged to low technology driven industries (ldextion 44 — wood and articles of
wood and 61-63- textile articles).

Graph 2. The matrix of competitiveness for Potigmufacturing export to EU between 2004-
2006 ( balance of trade in mid euro).
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Conclusions
On the basis of calculations the author has contieetdollowing conclusions. The level
of competitiveness of Polish export on the EU maikeo high as the export of Czech

Republic and twice better than the exportation otmealyzed countries e.g. Hungary
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and Slovakia. In the years 2004-2006 the fundaroétihe competitiveness of Polish
export onto the market of the European Union waspaice, what was (as showed the
analysis) an inefficient strategy. While betwebkea years 2004-2006 the Polish export
of high quality industrial commodities generated@sitive trade balance, but still

remains to determine the margin of Polish expotb ¢imle EU market.
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Konkurencyjno ¢ polskiego eksportu artykutéw przemystowych na unijy rynek w
latach 2004-2006

Celem artykutu jest okékenie poziomu i fundamentu konkurency§no
polskiego eksportu artykutéw przemystowych na Wapdl Rynku na tle wybranych
krajow.

Wyniki analizy przeprowadzonej metp€onstant Market Share, zastosowanej
do dekompozycji wzrostu eksportu Polski, Czechwalgi i Wegier na rynek Unii
Europejskiej w okresie 2004-2006 wskazady, Polska stata si(obok Czech) liderem
pod wzgkdem struktury i poziomu konkurencygw lokowanych na unijnym rynku
towaréw przemystowych. Gtownyardédtem wzrostu wywozu Polski na unijny rynek w
analizowanym okresie byt wzrost konkurencyjtio wywozonych na ten rynek
towar6éw. Ponadto systematyczny wzrost polskiego egoww latach 2004-2006 byt
skutkiem pozytywnych zmian w polskiej strukturzewswowej. Dzialy, ktére w
najwickszym stopniu generowaty dodatni efekt konkurenm§gh w analizowanym
okresie byly jednakowe dla wszystkich analizowanyahjéw. Nalgaly do nich
najbardziej zaawansowane technologicznie dzialyetgk: maszyny i urgzenia
mechaniczne, maszyny i ydzenie elektryczne oraz pojazdy nieszynowe.

Analiza macierzy konkurencyjioi Polski, Czech, \gier i Stowacji na rynek
UE w latach 2004-2006 wskazata na silnie sognskuteczné¢ polskiego eksportu
towaréw przemystowych wysokiej jakfy przy dominujcej, lecz nieskutecznej
cenowej formie konkurowania na unijnym rynku. W 80@ku Polska odnotowata na
rynku UE dodatnie saldo wymiany w kategorii artydwt przemystowych wysokiej
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jakasci, co mae swiadczy o rodzcej sk, nowej, skutecznej formie konkurowania na
unijnym rynku.



