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Trading in a Post-Brexit Environment
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Recent Events

* Brexit negotiation timetable seems to be slipping with lack of
clarity from government and other EU issues providing a
distraction.

« Cabinet set to meet on Friday to set out the British position on
Customs Arrangements.

* Prominent UK companies warn of potential implications of border
frictions.

* Potential disruption of trade measures from the USA on China,
as well as threats on automotive exports from Europe.

» UK sector PMIs show improvement after a more subdued first
guarter.
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B2 Midlands Output Performance [ 1.5
Source: ONS, IHS Markat & MEF
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10 WM EU and Non-EU Trade (£bin)
8 Source: HUWRC & WMEF
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WM Exports by Category (E£bln)
Source: HMRG & WMEF
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Impact of WTO Trading Regime on WM Merchandise

Exports to the EU

Source. WTO, HMRC & WMEF
WMEF Estimated Tariff Cost

 Average | Minimum | Maximum
Value (£'000) 12870000 | 512794 | 31,526 | 1,603,078
4.0 0.2 13.2
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BCU-MEF Output Model - Yearly Assumptions

2015

2016

2017e

2018f

2019f

2020f

2021f

20221

Source: ONS, IMF & MEF

1889 | 1925 [ 1960 | 2001 | 2045 | 2096 | 2153 | 2211
2.3 1.9 1.8 2.1 2.2 2.5 2.1 2.1
1685 | 1748 | 1828 | 1930 | 2031 | 2132 | 2233 | 2337
2.8 3.7 46 5.6 9.2 5.0 4.7 4.7
2189 | 226.7 | 237.7 | 2515 | 26562 | 2791 | 2929 | 3074
3.1 3.5 48 5.8 54 5.2 49 49
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Economist, West Midlands Economic Forum

mail@westmidlandseconomicforum.co.uk

Tel: 01922 457 336
Mob: 07738 324 517
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Disclaimers

The analysis presented in this report accurately represents the personal assessment of the analyst(s) and no part of the compensation of the analyst(s) was, or will be directly or indirectly related to the
inclusion of specific views in this report. Further information is available on request. The information contained, and any views expressed, herein are based on data currently available within the public
domain. The contents of this Report are not a substitute for specific advice and should not be relied on as such. Accordingly, whilst every care has been taken in the preparation of this publication, no
representation or warranty is made or given in respect of its contents and no responsibility is accepted for the consequences of any reliance placed on it by any person.

The West Midlands Economic Forum is a neutral, independent forum bringing together representatives of the public, private and voluntary sectors to evaluate real trends in the local economy.

West Midlands Economic Forum 8 Beaufort Way, Aldridge, WS9 OHJ
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Current Trade Flows

Andrea Prophet, Head of Trade Statistics, HMRC
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HM Revenue

Agenda ... ERet s

* Background:

* Who we are
* Why we exist
* Producing trade in goods statistics
* Legislation
e Collecting
* Assuring
e Publishing
* Focuson

e Regional and local statistics



Trade Statistics Unit ... HM Revenue

& Customs

e HM Revenue & Customs - Customs & Indirect Tax;
* Located in Southend-on-Sea, Essex;
* 100 staff, split across 4 main teams;

e Professional mix of statisticians, operational delivery, policy and communications.



Ourrole... HM Revenue

& Customs

* collect, compile, quality assure and publish trade statistics on goods physically entering and leaving the
UK for trade purposes;

* ensure the UK complies with EU legislation regarding the quality and timeliness of its trade statistics;

e ensure the trade statistics are collected and published in accordance with the UK National Statistics
Code of Practice for Official Statistics;

* our data is provided to the Office for National Statistics (ONS) as a component of the UK Balance of
Payments helping inform the Bank of England, HM Treasury and the House of Commons of UK’s
economic performance;

* represent the UK within EU, United Nations and Office for Economic Co-operation and Development
(OECD) forums addressing trade statistics issues;

* engage with users of trade statistics to better understand their needs and how we can develop to
address them.



Why collect and publish trade statistics? HM Revenue

& Customs
Trade statistics are compiled to serve the needs of many users, including governments, business

community, compilers of other economic statistics such as balance of payments and national accounts,
various regional and international organisations, researchers and the public at large.

They are used to identify new trade opportunities for products across the world, to measure market
share, to identify growth areas, to forecast trade and to analyse patterns.

One of the key uses of the OTS is as a component to the UK’s Balance of Payments (BoP). Trade
statistics are regarded as an important economic indicator of the performance of the UK. Export data in
particular is used as an indicator of the state of health of the UK manufacturing industry.

Data also sent to Eurostat, UN and OECD, for global monitoring of world trade and trading
relationships.

Government departments have specific needs, e.g. developing trade policy and supporting exporters
(DIT and BEIS), infrastructure planning (DfT), monitoring specific trade flows (BEIS — energy products,
DEFRA — agricultural products)

Businesses and trade associations monitor markets and performance.



HM Revenue
& Customs

Legislative framework

* European legislation provides the framework for:

 What we need to collect;
* When we need to collect; and
* When we need to release / publish the trade data

e UK system for producing ‘Official Statistics’ is governed by the Statistics and
Registration Service Act 2007.



UK Statistics Authority & GSS Code of Practice HM Revenue
& Customs

* The UK Statistics Authority was established on 1 April 2008 as an independent body directly accountable to Parliament.
* The UK Statistics Authority has two main functions:
* Oversight of the Office of National Statistics (National Statistical Institute)
* Independent scrutiny (monitoring and assessment) of all UK official statistics
* @SS staff are professionally accountable to the National Statistician through their own departmental Head of Profession for Statistics;

* Many of the official statistics produced by the GSS are designated as 'National Statistics’ which means they are deemed compliant
with the Code of Practice for Official Statistics.

* Refreshed Code of Practice published in February:
* Trustworthiness: Confidence in the people and organisations that produce statistics and data
* (Quality: Data and methods that produce assured statistics

* Value: Statistics that support society’s needs for information



Where does our data come from?

HM Revenue
& Customs

Non-EU

Businesses are required to submit a declaration if they import to or export from non-EU countries.

Businesses submit declarations through CHIEF (Customs Handling of Import Export Freight), will be CDS
(Customs Declaration Service)

Over 50 boxes are completed on the Customs declaration (although not all need completing depending
on the import/export regime).

Data feed from CHIEF into our systems of 20 data elements daily:

* Entry Type * Country of Destination *  Location of Goods * CPC

* Consignor / Consignee * Nationality of Means of Transport ¢ Container * Net Mass

* Reference ¢ Currency *  Commodity Code *  Supplementary Unit
* Declarant (agent) * Mode of Transport at border *  Country of Origin (Imports only) *  Statistical Value

* Country of Dispatch * Inland Mode of Transport *  Preference

Additional sources, e.g. data on gas from Norway comes direct from pipeline operators



Where does our data come from?

EU

1. VAT declarations:
* All VAT registered businesses must declare total trade with Member States in boxes 8&9 on VAT return

HM Revenue
& Customs

* Creates are sampling frame; and identifies those business liable for the more detailed Intrastat declaration

2. Intrastat survey:

* Simplified system to reduce burdens on business, operated by all Member States

* Businesses legally required to submit declarations if their annual trade is above set thresholds:
— £250,000 for EU exports (dispatches — covers 97% value)
— £1.5m for EU imports (arrivals — covers 93% value)

* Monthly return, with declarations submitted electronically by ‘Due Date’. DD is the 215t day of the month following the
month the trade took place

» Separate declarations for dispatches and arrivals

* Return only has 9 boxes (basic statistical elements)

VAT number

Reference period

Dispatch / Arrival
Commodity Code (8 digits)

Invoice value

* Nature of Transaction Code
* Net mass or Supplementary Unit
* Partner Country

* Delivery Terms

e Add in below threshold estimations to capture the ‘missing’ 3% of dispatches and 7% of arrivals. These estimates are based on
the VAT data for value, and at the aggregated product level and partner country those traders and trade just above the threshold.



Data quality: Compliance HM Revenue

& Customs

e EU trade only, as survey based;

* Compliance action to ensure submission of timely and accurate trade declaration:

Education: Upfront engagement with traders, for example information on website, education of new traders;

Short term: Direct chasing of traders between ‘Due Date’ and ‘EU run’, this ensures we collect as much as
possible for first run of data;

Longer term: Driving up underlying compliance rates through penalty regime for persistent late or non-
responders. Ability to fine traders, and even take to court;

Outfield resource: Locally based HMRC Officers, who support our work here, ranging from education,
assurance and compliance activities.



Data quality: Validation HM Revenue
& Customs

* Validity failures on submission:
* Mandatory data fields must be completed;
* Wrong combination of alpha or numeric characters;

* |nconsistencies between data in different fields.

* For example:
* Commodity code — must be 8 digits;
*  Weight (kg) — must not exceed 500m;
* Value (£) — zero is not valid, must not exceed £220m;

* Country of dispatch 2 alpha characters.



Data quality: Credibility HM Revenue

& Customs

e Quality assure all declared trade (EU and non-EU);

e Use credibility system:

Use 3 credibility checks: stat value vs net mass; stat value vs supp unit; net mass vs supp unit
Log-linear regression model, that plots value and quantity, creating regression line plus upper and lower confidence limit

Data falling outside these limits are considered outliers. The further from the confidence limits they are the greater the Magnitude of Failure
and hence greater risk to data quality, so each incredible line is then ‘risked’

This regression analysis is performed for every flow; every 8 digit code —and sometimes business or country specific; based on last 12
months of data.

Operational staff will check risked lines directly with traders, and correct data where appropriate

Information collected is fed back into the system, e.g. splitting 8 digit code, or widening parameters

» Specific targeting and monitoring of high-value, critical goods, e.g. oil, gold, motor cars.

e Statistical & Analytical expertise

Macro-level quality assurance;

Trade challenges and other post-compilation quality work.



Publishing our data: Statistical releases (1)

HM Revenue
* The Overseas Trade in Goods Statistics (OTS): & CUStomS

— UK trade with other countries;
— Flow (import/export), Value, Product (8-digit commodity code — 9,000 products), Partner Country (over 230);

— Monthly release.

* Regional Trade in Goods Statistics (RTS):
— International trade by the devolved countries and the 9 UK Government Office regions;
— Value, Product (2-digit), Number of businesses, Partner Country;

— Quarterly release;

— Allocation methodology: merges our data with ONS’ Interdepartmental Business Register; allocate trade to a region
based on the employee distribution of the business.

* Regional Trade in Goods Statistics disaggregated by smaller geographical areas:
— New publication, released in March;
— Based on RTS methodology, to lower level of geography;
— Responding to requests from growth hubs, city networks;
— Balance between publishing useful data and protecting confidentiality is key consideration;




Publishing our data: Statistical releases (2)

Trade in Goods by Business Characteristics: H M Reven ue
& Customs

— How many people are employed by businesses engaged in international trade in goods? What share of exports/imports is Caiticud™GOut By pai uctian
industry groups? How many new businesses involved in international trade in goods are trading with specific partner countries?

— Annual publication (November).

VAT registered importers and exporters:
— Number of VAT registered businesses involved in international trade

— Annual publication (September).

Trade Asymmetries:
— Differences between the published trade statistics of the reporting country and its partner countries;

— Growing interest in asymmetries, ONS has published a number of papers on the subject particular on trade in services; whilst we’ve expanded
analysis presented on asymmetries with Member States (November), and currently working on report for Rest of World (May).

* Currency of Invoicing:
— Non-EU trade only: currencies used on import and export invoices

— Annual publication (April).



Publishing our data: UKtradeinfo HM Revenue
& Customs

‘ HM Revenue uktradeinfo

&Customs N | |
BUYARCACREEE » Statistical commentary reports, associated (static) data
tables and infographics.

HOME ABOUT US STATISTICS CODES & GUIDES TRADE TOOLS INTRASTAT

* |nteractive data tables:
WELCOME TO UKTRADEINFO

Trade Statistics — Enables users to self-serve;

This web site is managed by HM Revenue &

Customs (HMRC) Trade Statistics unit, and — Build bespoke tables, by products and country;
Build your own data tables ' ok 9% torféerajreSo?sleoE?Slggléi?nmﬂdewﬁs%iregsKlté;S; . H H
Ty il s : — Suppressions automatically applied.
These statistics record the movement - for trade
Intrastat purposes - of goods between the UK and both e Im porte rs a nd Exporte rs Deta ils:
EU and non-EU countries,
They are collected from the EU-wide Intrastat — Names and addresses of businesses that import and
ICN survey and from Customs import and export .
Build your own import and export trade data tables entries, both administered by HMRC, export gOOdS outside the E U;
using this interactive software, and download and save More
Email:Alert Services them in a variety of formats. S

— Search facility by location and products.

B STATISTICAL {-7ca e n Officiol * Methodology documents and user guides.

" ROYAL Winners of the 2013
SOCIETY Statistics Award

LATEST STATISTICAL RELEASE

FOLLOW US

¢ Subscribe to UK Statistics
Overseas Trade Statistics - EU Jul 2013 17 Sep 2013 Gu our RSS Feed Authority
Overseas Trade Statistics - Non EU Jul 2013 06 Sep 2013 @O view W) Folow HHRC on data.gov forum

Twitter

Regional Trade Statistics Quarter 2-2013 05 Sep 2013 GU iew
Alcohol Duty Aug 2013 30 Sep 2013 Gu iew

UK WORLD TRADE DATA
Tobacco Duties Aug 2013 20 Sep 2013 GU Yiew

Views Timetable of Releases UK World Trade Data (July, 2013)
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HM Revenue
& Customs

Regional Trade in Goods Statistics

UK exports by country/region, year ending Q1 2018,
% by value

Unallocated-known
6.8%

North East

3.9%
North West

8.5%
Yorlkshire & Humber
/’ 5.1%

Unallocated-Unknowvin
3.0%

Northern Ireland
2.6%

Scotland
8.7%

East Midlands

Wales 6.4%
5.0%
South West
6.3% West Midlands
10.2%
South East
13.8%
East
8.7%
London
Note: 2017 and 2018 data are provisional 11.1%

Source: HM Revenue & Customs Regional Trade Statistics

UK imports by country/region, year ending Q1 2018,
% by value
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2.8% North West
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7.0%

/
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2.5%

East Midlands
5.7%

West Midlands
7.9%

East
10.1%

London
13.1%

Mote: 2017 dand 2018 ata are provisional
Source: HM Revenue & Customs Regional Trade Statistics
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Regional Trade in Goods Statistics: West Midlands HM Revenue
Regional Trade Statistics, HMRC Issued O7 JuiTguql:a & C U StO m S

Table 5: SITC Section and Country Group Analysis'

West Midlands

Provizional Diats - subject bo update

Fiqures in £ millian 2150 204542 2015 01 215 ad 215 206 0 e a2 26 a) 206 o 2E 2047 0q 2047 a2 217 a3 2047 0d am? im0 b LLLH a1 2nad 211
Exports by SITC Section
0 Food andLive Animale 126 135 1z0 140 5d1 17 1z 150 166 5495 159 168 167 153 ETT 131 - - - 131
1Beweraqor and Tabacco 17 20 20 1" i 1 it 14 17 3 1* 1 1" 15 [ ] - - - ]
2 Cruds Makeriale 124 151 1 15 53k 1z 152 160 174 3+ 77 157 1495 147 L] 193 - - - 143
3 Minwral Fusle 23 T Ta %2 z0 [X] 20 ET] 0z xS 1z ag 15 104 4z ad - - - LT
4 Animal and Yeqekable Qilr £ E3 il T d & T E3 10 3 1z & T in T 1z - - - 13
5 Chemizalr EE 247 H EH] EACH =7 EZH] ECH 7 1,340 407 413 4 EIT] 1475 EE - - - Az
E Manufaztured Goodr Tz Tz LEd d7 X2 ] Tz 7 3 2572 i #0g 7 #Hi ERTTS #29 - - - 4
THMaczhinery and Tranrpart d 630 4,743 q,017 4,578 15,313 d,9z9 5,d0E 4,337 5,75 21,097 &, 156 5,785 5427 E,d01 23,779 E,Z9E - - - £,396
#Mirzellancour Manufacturer 583 [T A1) B z.505 bEF £35 £S5 T ZhdE 0T BT (113 TeE 759 (113 - - - 123
4 Oher zommaditior ner 2 24 24 3 110 2 z2 2z 2% 4 24 EH # 14 4 20 - - - 20
Total Exports 5,705 [XLE 5474 BETT  hdin [RLE] 7518 70 s 29T %565 2,163 7,552 %876 33455 3534 - - - 5834
Imparks by SITC Section
0Fond andLive &nimalr iz g4 L] 2T 2365 L TH 15 ] T 2591 5] LT £ TH 2,18 05 - - - THE
1Eeueraqer and Tobazzo kS d5 50 B2 193 az 54 &7 3 ZZE a7 &0 &0 X zz9 a3 - - - Lk
& Crude Makerialr 144 187 LiE 125 554 125 ] iCH 1 Bdz 77 17 154 136 [+ 145 - - - 145
2 Mincral Fuelr G0 #3 572 513 2563 B E] 234 FH 1,004 1 F E=) 257 1,004 204 - - - 2nd
d Arimal and Yegqerable Dile ZF 5 43 e 04 T 9 k| T 11z EL ] 4z 45 Xy 15% e - - - L
5 Chemi<alr d7 did 507 di5 1,947 507 530 547 551 &,135 LR [0 B4z Bz E,3dE 54aE - - - L1
& Manufasbured Goodr 1,489 1,434 1,426 1,417 5TH 1,504 1577 1,756 1,751 6588 1,900 1,450 1918 1,343 763 1,925 - - - 1,928
T HMachinory and Tranrpart 3E8E 3ETd 0EE EX T I Y E 3453 T Xt 4053 A48 4,065 EXTH 2,594 EXTURE ¥ H 4,547 - - - 4,347
#Mircellancour Manufacturer 1217 1,165 1,219 1,286 L1y 1,225 1,300 1,262 1,447 5,335 1,4d% 1432 1,522 1536 LRk 1,493 - - - 1,443
4 Oher commaditior ner T 2 4 T o7 T 3 4 1z 3 1 4 T 7 £ 5 - - - 5
Total Imparts 193 #0353 7,546 TEEd B3 7,07 3262 504 902 33505 2,247 EREE] 49,204 a0gn 3k 9,449 - - - 2444

Provizional Diats - subject bo update
Fiqures in £ millian s ad TS s a1 sl s el Ea2 FITET) el LT 242 ad 2 a2 4P a8 2047 i i FITEA] 200 a2 EITRT) FITET] F 3]

Exports by Country Group

Aria & 0zeania 1,453 1,767 1,152 1,387 5, T8d 1,504 1,733 1467 1,720 E,d35 1,774 1,515 1,793 2,234 1617 1,656 - - - 1636
Eartern Eurape [oxcl EUY 11z 137 =7 1z EE) L] 19 153 11 Edd 204 17 155 5 w57 140 - - - it
Eurapéan Union 2533 86 2,508 2986 1,134 ERTT] 3193 EXFES X T ¥ 3947 3562 3540 EXTT I PR YT 3,580 - - - X
Latin Ameriza and Garibbean 0 a7 1 ag dzz Ta an ET] #4 a1 LH a7 115 1zz FEL] w0z - - - mE
Middlc Eart and Horth Africa (excl LY 443 i dz7 did 1,374 ITE 324 353 a5 1,d53 ddi T3 k3t] LI 1,6d2 53z - - - 53z
Harth Ameriza 1,352 1,154 1,323 1,607 5352 1,436 1677 1,503 2005 6 LR 1,575 1,730 154 1,747 EhEE 1,994 - - - 1,944
Sub-Saharan Afriza 124 0% ] 17 474 108 0% aq 17 427 20 11 115 13z 453 12 - - - 13
Wertern Europe (ex<l EU) 1 ERL] 1ag zdz s3d zdd v 235 &Y 1,038 0% ZEE 26 Hz 1,231 T8 - - - 7%
Undefined Counkry Graup o o o o - 5 o 5 5 - o o o o - - - - - -
Tootal Exparts 5,705 [XLE 5474 BETT  hdin [RLE] 7518 70 s 29T %565 2,163 7,552 %876 33455 3534 - - - 5834
Impartz by Country Group
FiriafDzeania 1,703 1,59 1,661 1,641 [X1E 1,586 1,766 1,594 1,924 1,275 2035 2065 2076 1,992 168 1,939 - - - 1,934
Earkorn Eurnps [oxel EUY 214 264 14 13 iz 2% 09 05 1z 414 a7 104 az 1z 41z 15 - - - 114
EuropeanUnion d,79d 4,789 d,553 d,98% 19,104 q4,728 50%2 523z 5™ 20,203 5,725 5EET 5,724 5EdE 22,733 E07d - - - £,07d
LatinAmericaand Garibbean 120 154 13 12z 534 125 7 itH =7 E5 124 175 115 i 516 a3 - - - LE
Middle Eark and Harth Afriza ezl EU) 15 141 134 -] Y] 156 %7 154 16 637 b 17 ] 4 g4 ] - - - 3
Hareh Ameriza LET] 571 447 45z 1,9%% B2 xd 353 Rad z,220 (51 571 E0Z Eni Z,d08 Edz - - - Edz
Zub-Zaharan Africa T ET EE ™ 27T 5& BT &d ™ 5% ET ™ HE Exd 0% &5 - - - £S5
WerkernEurape [exzl. EU) Xl 445 407 =) 1,551 345 0 EH 3 1,333 T 359 47 3T 1,453 364 - - - 354
UndeFined Country Graup - . . - . . - . - - . . - . . - . . - .
Total Imports 183 #03F 1,548 TEEd R 1,07 #EET #6504 G0E:  33E0E 2247 EREE] 49,204 a0l ¥k 4,449 - - - 4444
Hutas:

1. The figures exclude estimates for late-response
2. From 2015, "Undefined Country Group' is made up of Low Yalue Trade and Stores & Provisions
3. RTE figures excluds trade in Meon-fanctary Gold



Regional Trade in Goods Statistics: West Midlands

Regional Trade in Goods: West Midlands
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Source: HM Revenue & Customs Regional Trade Statistics Exports Imports

HM Revenue
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Regional Trade in Goods Statistics: West Midlands
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HM Revenue

Regional trade in goods statistics disaggregated by smaller geographical areas - Interactive spreadsheet

& Customs

HM Revenue
& Customs

Using the drop-down

1. Select either EL or Mon-

lists below
EL

2. Select either imparts or exports

3. Select the MUTS1 area, then the MUTS2 area, and then the MUTS 3 areas

Select EUINon-EU

Mon-EL

Tatzl value (£ million] of Non-EU Exportsin 2016 (West Midlands, West Midlands, Birmingham, Coventry, and Dudley)

Select Flow

Exports

Total value [£ million]

Select NUTS1 area

‘w'est Midlands

Select NUTSZ area
Select NUTS3 are
Select NUTS3 are
Select NUTS3 are

‘w'est Midlards

NUTS 1 Area ‘ezt Midlands 16,862
NUTS 2 Area ‘oozt Midlands 10,001

The total value of Mon-EU Exparts far \West Midlands w as £16862 million in 2076,
The tatal value of Non-EU Exparts for e st Midlands was £10001 million in 2016,

1E.000

16,000

14,000

1z.000

10,000

2000

E.000

4,000

2.000

West Midiand s West Midlend's Birmingham Coweniry Dudiey
Total business count of Non-EU Exportsin 2016 (West Midlzands, West Midlands, Birmingham, Coventry, and Dudley)
Total business count 5,000
NUTS 1 Area ‘w'est Midlands 3.255
NUTS 2 Area ‘est Midlands 3,966 &0
7.000
5,000
1,000
4,000
The tatal business count of Mon-EU Exporters in ‘West Midlands was 5255 in 2016 3,000
The tatal business count of Mon-EL Exparters in ‘West Midlands was 3366 in 2016 -
- l
) [ | [ |
West Midands West Midiends Birmingham, Coventry Dudiey




Academic Update

Dr Krish Saha, Centre for Brexit Studies
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Why Brexit?

* Economics- the EU argued that it is a dysfunctional
economic entity.

* Sovereignty- the rise of nationalism across the world.

* Political Elitism- Voters thought the elite had contempt for
their values—for their nationalism and interests

Source: Mauldin (2016)
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Economics-Regulatory Burden

m o =

Recognition Recognize existence of hazard, Public or governmental Initial threat definition
risk or disquiet and scoping
threat
Childhood Early (10-15 years) Incomplete hazard specification; Scientific uncertainty; Lack Downplay scope of
Poor exposure assessment; of clinical trials; hazard;
Issue characterization Stigmatization Let sleeping dogs lie;
Denial
Middle Stage (5-10 Science underway; Early Issue debates; Spin;
years) epidemiology Internationalization Venue shifting
Maturity Mature Stage Better science and epidemiology; Stakeholder/ Media links; Bilateral negotiations;
(decades) Issue capture Popular frame Routinization

agreements

Old Age Industry capture of regulatory Regulatory agency is no Fight for status quo
regime longer
relevant

Source: Newman and Howlett (2014)
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Impact on Governance

Governance

I
Contract Regulatory
Enforcement Quality

Public

administration

Source: Saha(2018)
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Comparative Advantage

e Economic

Governance growth

Trade policy KR[N

e Human
Capital and
Physical

Source: Saha(2018)
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Business Impact

» Cost of manufacturing/ service
»Quality (product and process), and
»Lead time

Source: Saha(2018)
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Business Impact
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workplace Satisfaction
Better Wage Increased
] Productivity
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Source: Saha(2018)




Evidence: Textile and Clothing

Value Addition according to Income and Governance Performance Levels

High Designing
_ Branding
g Retailing
% Technology Technology
e Machineries Machineries
Upper-middle § High value apparel High value apparel
- Fabric Fabric
i Servicing Servicing
0 Swing Textile
E Knitting
Lower-middle = Dying
3 Cut & stitch High value addition
>
= Medium value addition
3
Low |©
Low value addition
Performance of governance

I 2 3 4 5

Performance of governance in a range between 0 (poor) and 5 (good).
Source: Saha(2018)
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Evidence: Textile and Clothing

Estimated Cost of Manufacturing

Amount (USS) Average (%)
1.65 30

Trimming accessories 0.55 10

Direct Cost

Fabric

Factory worker 1.10 20
Creative staff 0.55 10
Administrative Staff 0.94 17
Overheads 0.17 3
Total Direct Cost 4.95 90

Indirect Cost 0.55 10

Total Cost of Manufacturing 5.50 100

Source: Saha(2018)
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Coping Strategy

* Direct impact on business can be subtle.
* Predictability can minimise impact of the Brexit.

* Invest in human and physical capital to stay relevant with
fast-moving technologies and high skill requirements.

* Experience in operating in a post-Brexit environment is
advantageous in expanding into countries that are poorly
governed but commercially lucrative (e.g. Developing
Africa, Asia, Latin America and CIS).

Source: Saha(2018)
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