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EXPORTS VALUE (£m) and SHARE: EU 15
 














1996
1997
1998
1999
2000
2001
2002
2003
2004
2005
Variance
Mean
CV
Growth

UK
5,694
94,819
94,489
96,821
106,230
108,623 
108,933 
104,714 
105,609
81,536
1086909
95,456
11.3
10.36

SW
5,504
4,239
4,761
4,923
4,997
5,644 
5,162
5,533 
5,840
4,400
271368.3
4,857
55.8
6.10

Share
5.75
4.47
5.04
5.08
4.70
5.20
4.74
5.28
5.53
5.40
0.158227
5.12
0.030


EXORTS VALUE (£m) and SHARE: NON EU
 














1996
1997
1998
1999
2000
2001
2002
2003
2004
2005





UK
72,276
76,959
69,758
69,498
80,928
80,753
78,045
83,668
84,938
69,125
33437598
77,425
431.8
17.52

SW
2,213
2,147
2,276
2,371
2,557
2,519
2,373
3,587
3,897
3,001
399539
2,660
150.2
76.10

Share
3.06
2.79
3.26
3.41
3.16
3.12
3.04
4.29
4.59
4.34
0.415932
3.51
0.118


NUMBER EXPORTERS: EU 15













UK
20,687
20,062
19,120
18,194
18,191
18,041
19,420
19,740
20,250
19,201
960688.5
19,301
49.7
-2.11

SW
1,256
1,226
1,183
1,146
1,149
1,155
1,250
1,263
1,327
1,232
3946.444
1,217
3.2
5.65

Share
6.07
6.11
6.19
6.30
6.32
6.40
6.44
6.40
6.55
6.42
0.023732
6.32
0.004


NUMBER EXPORTERS: NON-EU













UK
57,291
58,906
63,085
61,337
61,586
64,622
65,562
70,372
71,607
66,004
23214417
63,819
363.7
24.99

SW
3,701
3,833
4,243
4,086
4,159
4,404
4,548
5,055
5,180
4,827
254221.8
4,357
58.3
39.96

Share
6.46
6.51
6.73
6.66
6.75
6.82
6.94
7.18
7.23
7.31
0.090117
6.86
0.013


Data in 2005 only for first three quarters, growth is based on comparing 1996 with 2004. Obviously taking different years changes the picture to an extent.
VALUE PER EXPORTER









Growth 1996-2004
UK - EU
4.63
4.73
4.94
5.32
5.84
6.02
5.61
5.30
5.22    

12.74%
SW -EU
4.38
3.46
4.02
4.30
4.35
4.89
4.13
4.38
4.40

0.43%
UK - NON EU
1.26
1.31
1.11
1.13
1.31
1.25
1.19
1.19
1.19

-5.98%


SW  NON-EU
0.60
0.56
0.54
0.58
0.61
0.57
0.52
0.71
0.75

25.82%

Relative to the UK, the South West accounts for 7.9% of GVA in 2003. The data in Table 1 tells us that the exports share of the SW is substantially less than this. Table 1 also tells us that the SW has a higher share of exports to the EU than non-EU countries, but the latter has been growing much more rapidly than the former. Indeed the region’s exports to the EU have been growing less rapidly than for the UK as a whole, given 1996 as the base year. But exports are growing very much more rapidly than the rest of the country outside the EU. The table also indicates that the SW’s share of exporters, is greater than the share of exports which indicates that the average size of exporter in the SW is smaller than in the country as a whole. However, one or two outliers may have a substantial impact upon the mean, and the median may not reflect this pattern at least to quite the same degree. But it is true that the number of exporters in the SW is growing much more rapidly than for the UK as a whole and this is true of both exporters to the EU and non-EU parts of the world. This would appear to be a success story for the South West. It is also noticeable that there is much less variability in the number of exporters than exports per se. This indicates that a substantial part of the variation in exports by value comes from variations in exports per exporter rather than the number of exporters and this may be linked to macroeconomic factors such as the global economic cycle, changes in the structure of World trade and exchange rate variations. It also tentatively suggests that the population of exporters is a relatively stable one with perhaps individual exporters tending to have remained active during the entire period. Finally we note the sharp growth in the average value of exports per firm to the non EU markets, in contrast to the national trend. 
Table 2 shows that SW exports are dominated by machinery and transport in a similar way to the two Midlands regions. Despite this Table 3 indicates that the SW only exports 7.53% of the UK total in this sector.

Table 4: 2004 Destination Data




   
SW
%
UK
%

Figures in £ million 





Exports by Country Group 





Asia & Oceania 
1,189
12.21
21,16
11.11

Eastern Europe (excl EU25) 
166
1.70
3,246
1.70

European Union25 
6,049
62.12
110,221
57.84

Latin America and Caribbean 
107
1.10
2,214
1.16

Middle East and North Africa (excl EU25) 
433
4.45
9,605
5.04

North America 
1,315
13.51
32,636
17.13

Sub-Saharan Africa 
132
1.36
3,935
2.07

Western Europe (excl. EU25) 
347
3.56
7,294
3.83

Total Exports 
9,737
100
190,54     
100

Table 4 emphasises the importance of the EU for both the SW and the UK in terms of total trade. Apart from the EU,  major markets are in North America and Asia and Oceania. Asia is of course the world fastest growing region, with China and India in particular exhibiting enormous growth rates. This may in part explain the rapid growth of exports outside the EU but equally the Commonwealth countries, particularly Australia and New Zealand can be expected to be targets for UK exports. 
TABLE 2: SHARES of TOTAL %












SW
SE
W MIDS
E MIDS
Yorks +
NW
Wales
England
UK






Humber






Exports by SITC Section 



0 Food and Live Animals 
4.03
2.40
1.71
3.60
3.83
4.08
2.09
3.20
3.39


1 Beverages and Tobacco 
0.26
1.22
0.23
2.16
0.15
0.39
0.08
0.82
2.17


2 Crude Materials 
3.14
1.52
2.47
0.91
3.38
3.62
0.57
2.10
1.87


3 Mineral Fuels 
0.78
3.93
0.31
0.04
7.88
1.00
13.19
4.72
8.82


4 Animal and Vegetable Oils 
0.02
0.03
0.03
0.02
0.71
0.11
0.01
0.11
0.11


5 Chemicals 
7.93
20.94
4.53
5.74
17.53
47.77
18.89
18.69
16.83


6 Manufactured Goods 
10.33
5.71
16.93
9.14
26.80
10.83
19.46
13.08
12.86


7 Machinery and Transport 
60.97
50.22
65.53
68.87
28.94
23.97
39.13
43.49
41.36


8 Miscellaneous Manufactures 
12.26
13.86
8.10
9.47
10.68
7.99
6.13
13.53
12.16


9 Other commodities nes 
0.30
0.15
0.15
0.05
0.10
0.27
0.44
0.26
0.42


Total Exports 
100.00
100.00
100.00
100.00
100.00
100.03
100.00
100.00
100.00


TABLE 3: SHARES of UK Exports %
 










SW
SE
W MIDS
E MIDS
Yorks +
NW
Wales
England
UK






Humber






0 Food and Live Animals 
6.06
10.88
3.62
7.74
6.03
11.25
2.69
70.95
100.00

1 Beverages and Tobacco 
0.60
8.63
0.75
7.25
0.36
1.67
0.17
28.44
100.00

2 Crude Materials 
8.58
12.54
9.51
3.53
9.65
18.09
1.32
84.29
100.00

3 Mineral Fuels 
0.45
6.86
0.25
0.04
4.77
1.06
6.53
40.28
100.00

4 Animal and Vegetable Oils 
1.00
4.98
1.99
1.49
35.82
9.45
0.50
75.62
100.00

5 Chemicals 
2.41
19.17
1.94
2.49
5.56
26.57
4.90
83.57
100.00

6 Manufactured Goods 
4.10
6.84
9.48
5.19
11.12
7.88
6.60
76.47
100.00

7 Machinery and Transport 
7.53
18.71
11.41
12.16
3.73
5.42
4.13
79.10
100.00

8 Miscellaneous Manufactures 
5.15
17.56
4.80
5.69
4.69
6.15
2.20
83.68
100.00

9 Other commodities nes 
3.62
5.61
2.49
0.87
1.25
5.99
4.61
46.26
100.00

Total Exports 
5.11
15.41
7.20
7.30
5.34
9.36
4.36
75.23
100.00
The figures for the SW as a whole probably hide substantial sub-regional variations. The bulk of exports come from the multinationals and the large aerospace firms. These are focussed in the north of the region. Almost certainly exports in the rest of the region are much smaller than their share of output. 

Services

Data on services is not included in the above statistics. The South West Observatory estimate that for 2000 exports of services (excluding tourism) were £0.7bn to EU countries; £1.0bn to countries outside the EU.  Overseas tourism spend was estimated at £0.7bn. In total this represents almost a third of goods exports as indicated in Table 1. It is interesting to note the much higher proportion of service exports to goods for the non-EU region than the EU, given the potential links with the Commonwealth and the greater costs of exporting goods to the non-EU area, this makes sense.  UK tourists (non-resident, staying) was £3.7bn.  The international trade account was £12.9bn in deficit.  Furthermore, the gross value of exports to UK regions (including tourism) was £38.2bn whilst gross imports into the SW from UK regions amounted to £36.8bn, giving the region a £1.4bn trade surplus with the rest of the UK. 
Does it Matter?
Before turning to the reasons why the SW does not export more, it is valid to ask the question as to whether it matters. In a sense no, the economy is the sum of its parts and each part does not have to be a replica of the others. Each should focus on the areas it has a comparative advantage. If for one reason this is in supplying the home market then so be it. The problems arise if a given firm in a given industry is exporting less than it should or could. Then in as much as increasing exports is a valid policy objective it does become a matter of concern. In addition, there is some evidence that firms gain from participating in export markets, where the environment may be more competitive. Nonetheless, to set a target to achieve or exceed the national export share may not be justified.
Reasons the SW does not export more.
We have already seen that the average value of exports per exporter is smaller than the national average which tentatively suggests that SW firms may be smaller, or at least those engaged in export industries, than those elsewhere in the UK. It is also true that a substantial proportion of exports come from multinationals who have plants located in Britain together with the large firms engaged in the aerospace
industry. It has been argued that the region has a relatively small proportion of FDI and that perhaps this is focused in the more prosperous northern part of the region – perhaps with another cluster around Bournemouth-Poole. But we must not confuse the symptoms of the problem with the causes. If FDI tends not to be located in parts of the country then it may be because of the characteristics of that part of the country in terms of, e.g. the skill composition of the local workforce and distance from markets, and in particular for exports, the major ports. These factors, particularlyistance and population density may then also explain why certain parts of the region are not characterised by export orientated firms per se
As we have seen too in recent years exports to the EU have not grown as rapidly as those to the non-EU. In part this reflects the slow growth of the Eurozone countries – a slow growth some would ascribe to Euro itself. If so then this should not be permanent. Perhaps of more concern is that the UK is losing out in exports to the Eurozone because it is not part of that zone. Exporters to the EU are at a disadavtange in terms of higher exchange rate costs and uncertainty than firms in the EU and this will affect exports. This is what theory would indicate and there is some empirical evidence that this is indeed the case. Hence Cheong et al
 (2005) conclude that if the UK adopted the Euro, there would be a positive impact on the country's export trade and economic performance. What is more the problem will become worse and not better. In addition, the world is changing. It always has of course, but the pace of change appears to be speeding up. Hence increased competition from emerging economies in the Far East and new entrants to the EU are making the international market place increasingly competitive. Of course it is possible that this will simply drive the UK economy up the value chain, but why should these new competitors not follow us up that chain? 
A Puzzle?

The data in table 1 indicate that there are many exporters who export outside the EU but who do not export to the EU. Hence in 2004 some 1327 firms exported to the EU, but 5180 exported to outside the EU. Even if every firm who exports to the EU also exports outside this leaves 3853 who exported outside the EU but not to the EU itself. In actual fact just 228 firms in the SW, less than 5% of the total numbers of exporters, exported to both the EU15 and outside the EU15. Perhaps such geographical focus in exporters is not too surprising given the cost of developing markets. But the concentration on areas outside the EU is. Despite the fact that this is the UK’s nearest market just a few hundred miles away by road, and the two other largest markets are some thousands of miles away and cannot feasibly be reached by road, the majority of SW firms, as in the rest of the UK choose to ignore the EU market place. Further research needs to be done to confirm why this should be the case. But in advance of that it could be due to the (i) language problems, (ii) problems associated with a different legal structure, North America and much of the old commonwealth have a legal system similar to the UK’s and (iii) the impact of direct contacts, possibly family. 
Policies

In a sense this is simply part of the general problem of how to make firms in the region more productive and more efficient. Training, infrastructure investment, attraction of FDI, the marketing of the region are all valid means of enabling firms to achieve this objective. But in part too there are specific policies which can be followed to make firms aware of export opportunities, help them with respect to international trade fairs, finding an agent and making contacts. Our analysis too has suggested that still the English businessman or woman may be hindered by language and legal difficulties. 
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KEY:
1 Food and Live Animals  
  
2 Beverages and Tobacco 

3 Crude Materials 

4. Mineral Fuels 

5 Animal and Vegetable Oils 
6. Chemicals 

7 Manufactured Goods 

8 Machinery and Transport 

9 Miscellaneous Manufactures  
10 Other commodities 

11 Total Exports 

SHARE BY VALUE IN EXPORTS 1996-2005
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Non be seeking to continue working in this area, but on my own once the Welsh Assembly work has been completed.al and will probEU





SHARE BY FIRMS SW EXPORTS 1996-2005
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� C. Cheong, T. Mehari and L.V. Williams (2005), The effects of exchange rate volatility on price competitiveness and trade volumes in the UK: A disaggregated approach, Journal of Policy Modelling, Vol. 28, pp. 961-970. 








