EFFECTS OF 11 SEPTEMBER 2001 EVENTS

SURVEY OF SCOTTISH EXPORTERS

RESULTS
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EFFECTS OF 11 SEPTEMBER 2001 EVENTS

Survey of Scottish Exporters

Companies Surveyed:

· 589 companies were surveyed in January 2002.  These included current exporters to the USA and/or Middle East markets, with exports greater than £10,000.

· Value of global exports in 2000/2001 from companies surveyed was £13 billion.  Exports to the USA alone accounted for £1.6 billion.  In addition, a further £77m came from companies which exported to the Middle East.

· Companies surveyed fell into the following employment bands:

1-50 employees – 47%

51-100 employees – 17%

101-200 employees – 14%

201-500 employees – 13%

501+ employees – 9%

The sum of employment from companies surveyed was 102,000.

· Split of sectors surveyed – 86% manufacturing, 14% service sectors.  This incorporated 100 companies from the “electronics” sectors, including the multinationals.

· Wide spread of geographic areas throughout Scotland covered.

Company responses:

· 209 responses were received (36% of sample)

· Value of global exports in 2000/2001 from company respondents was £1.1 billion.

· The sum of employment from company respondents was over 32,000.

· Split of sectors covered in responses – 83% manufacturing, 17% service sectors.  31 companies from the “electronics” sectors responded.  However, there was no response from the Office Machinery sector, which includes multinationals accounting for around £7 billion worth of exports in 2000/2001.  Despite efforts, it was not possible to extract any response from these companies. 

Summary of Results

Key points based on £1.1 billion of export business from survey respondents:

· £43m or 4% of export sales already lost as a direct result of 11 September

· further £87m or 8% of projected export sales under threat over next twelve months

· £130m or 12% of business lost or under threat

209 companies responded to the survey, of which:

· 50% did not experience any change to their business

47% identified a decline in business

3% identified an increase

· 42% noted an impact on exports to USA

34% noted an impact on exports to other markets

· £24.4m of lost business was specified in sales to USA (72 companies)

£18.2m of further lost business identified to other markets (51 companies)

· £29.2m of sales to USA specified as under threat over next 12 months (65 companies)

£57.9m of further overseas sales specified as under threat over next 12 months (46 companies)

· recovery of sales to USA within 6-12 months envisaged by 42% of respondents 

within 1-2 years by 53% of respondents

within 3-5 years by 5% of respondents

· recovery of sales to other markets within 6-12 months envisaged by 62% of respondents

within 1-2 years by 36% of respondents

within 3-5 years by 2% of respondents

· 9% of respondents have increased prices in view of increased insurance and security costs; of those majority had increased prices by less than 5%

· 41% of respondents identified a delay in customers’ willingness to confirm export orders; of these,

51% specified timescale of deferred orders as up to 3 months

26% as 3-6 months

13% as 6-12 months

9% as indefinite delay

· in responding to the impact on export business;

34% of respondents have stepped up marketing activity

30% have searched for alternative markets

28% have increased visits to export markets

18% have reviewed their pricing structure

· 71% of respondents did not envisage any other longer term response, while 15% did

· 41% wanted Government/economic development agencies to take specific action in support of exporters affected

The following charts provide the survey results in graphic form.

Question 1. How have the events of 11 September affected your company’s business?

[image: image1.png]SCDI |

Scottish Council for
Development and Industry




Question 2. Has the impact of 11 September directly affected your business?

(a) In the USA
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(b) In other markets

[image: image3.wmf]EFFECTS OF 11 SEPTEMBER 2001 ON TRADING 

CONDITIONS

Remained 

Unchanged

50%

Increased

3%

Declined

47%

Figure 1 


Question 3. Please estimate the impact on overseas sales to date in value terms.

(a) In the USA

(i)
72 companies specified a value.  The estimated total is £24.4m.
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(A) Electrical Machinery and Apparatus

(B) Machinery and Equipment

(C) Basic Metals

(D) Textiles

(E) Others

(ii)
What percentage of your projected overseas sales does this represent?
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(b) In other markets

(i)
51 companies specified a value.  The estimated total is £18.2m.
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(A) Fabricated Metal Products

(B) Machinery and Equipment

(C) Basic Metals

(D) Radio/TV/Communications Equipment

(E) Textiles

(F) Others
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What percentage of your projected overseas sales does this represent?

Question 4. Please estimate the impact in value terms on projected overseas sales over the next 12 months as a result of 11 September 2001.

(a) In the USA
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(i)
65 companies specified a value.  The estimated total is £29.2m.

(A) Basic Metals

(B) Machinery & Equipment

(C) Electrical Machinery and Apparatus

(D) Textiles

(E) Fabricated Metal Products

(F) Others

(ii)
What percentage of your projected overseas sales does this represent?
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(b) In other markets
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(i)
46 companies specified a value.  The estimated total is £57.9m.

(A) Other Transport Equipment

(B) Fabricated Metal Products

(C) Radio/TV/Communications Equipment

(D) Textiles

(E) Basic Metals

(F) Others

(ii)
What percentage of your projected overseas sales does this represent?
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Question 5.  If your business has been affected, what is the timeframe you envisage for a recovery in your export business to pre-11 September levels?

(a)
In the USA
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(b)
In other markets
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Question 6.  Have you had to increase the selling price of your products in export markets in view of increased insurance and security charges?
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The majority of those companies which had increased selling prices had done so by less than 5%.

Question 7 (a).  Have you identified a delay in your customers’ willingness to confirm export orders as a result of 11 September?
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(b)
Please estimate the timeframe of the deferred confirmation of orders.
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Question 8.  How have you responded to the potential impact on your export business?
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(A) Increased visits to the market

(B) Reviewed pricing structure

(C) Stepped up marketing activity

(D) Searched for alternative markets

Question 9.  Do you envisage any other longer term response?
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Question 10.  Do you think government or its economic development agencies in Scotland should take any specific action to mitigate the effects on Scottish business?
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General Conclusions

Survey respondents highlighted a diverse range of issues associated with a downturn in business since 11 September. Whilst, as reported, 47% of respondents stated that their business had been adversely affected by the events of 11 September, there is an underlying thread that much of this downturn had already been set in motion by deteriorating economic conditions globally, and in the US economy in particular. It is reasonable, therefore, to conclude that some of the business lost would have been under threat in any case. A number of manufacturing respondents have also taken the opportunity to relate lost export business to exchange rates and the difficulties this causes exporters in international competitiveness.

The comments received suggest that the most direct impact of 11 September has been experienced by companies dependent on visitors to the UK. The impact on both leisure and business travel in the immediate aftermath of 11 September had a damaging effect on a wide range of business sectors. However, the period of recovery in this regard has been perceived as relatively brief. It is those companies dependent on tourism in Scotland or on travelling consumers generally which have sustained the most acute problems. This has extended, for example, to consumer goods manufacturers supplying to airport duty-free sales and in-flight sales markets. The severe impact on the aviation sector has also been reflected in Scottish businesses supplying to that sector.

Figures 3a(i) and 3b(ii) illustrate the key industry sectors reporting lost export sales by value.  The highest proportion is attributed to engineering equipment manufacturers.  This is likely to result from the higher value of products manufactured in these sectors.  As indicated above, consumer goods manufacturers have also been particularly affected, but respondents in these industries tended to be smaller companies with lower value products.

The survey has also raised issues pertaining to the impact on UK sales. While this question was not addressed directly in the survey, a proportion of respondents have indicated their strategic response to a downturn in exports has been to concentrate on UK sales. Meanwhile, tourism-dependent businesses have witnessed a downturn in home sales alongside a downturn in export sales.

Conversely, a number of respondents highlighted that the UK was being perceived as almost a preferred source of supply by US buyers in view of UK support for the coalition.

Selected Comments:

“The US economy was already going into recession. September 11th just dramatically accelerated it.”

“We believe that the only sector directly affected is the aviation sector. Although we have experienced a downturn in other sectors, we now believe this is entirely due to global economic conditions and continuing uncompetitiveness”

“The impact has been very difficult to overcome. The loss has been due to lack of travel = loss of duty free sales and in-flight sales………also due to lack of visitors to UK and Scotland”

“An immediate effect on enquiry levels in September and October. Recovered in November”

“We experienced a delay in orders in the three months after….but the gap has already been filled and orders are coming in more or less as before”

Those companies affected outlined their immediate response to the situation as:

i) increasing marketing activity

ii) seeking alternative markets

iii) increasing visits to existing export markets

iv. reviewing product pricing

The timescale for deferred confirmation of export orders has proved to be relatively brief, with 51% of cases stating the delay as below three months. This suggests that the impact of 11 September alone is not gauged to be a long-term situation. Similarly, the majority of companies perceive recovery is possible in the near-term. However, the timeframe envisaged for recovery of lost export business in the USA is longer than in other export markets (see figures 5a and 5b).

Longer Term Response

The majority of respondents (71%) did not envisage the need for a longer-term response.   Of those who did:

Selected comments:

“US tourism to the UK could affect my market. The hope is to export more to the USA to compensate”

“We are currently reviewing Middle East as a market and may concentrate on other market regions”

“Keeping a watchful eye on Middle East reaction in the longer term”

“Our business future depends heavily on oil prices – providing they stay at reasonable level and further terrorism kept to a minimum, do not envisage any fall-off”

“Airline freight charges have increased with insurance add-on, and likely to go higher in the future"

“Primary impact in terms of cost to business of increased security”

Government Support for Exporters

41% of respondents considered that Government or its economic development agencies in Scotland should take specific action to mitigate the effects on Scottish business. Of those calling for Government help, the clear majority specified financial assistance for marketing activity: including support for companies to attend trade fairs, outward missions, inward buyer missions and significant action to ensure visitor numbers to Scotland improve dramatically.

Selected comments:

“Dramatically step up activities to assist companies to recover business in USA, ie. Exceptional grant aid for travel, marketing, exhibitions. Also, provide financial assistance to help companies encourage buyers to visit Scotland”

“Greater financial assistance in exhibiting Scottish-made products at trade shows abroad. We trail sadly behind other countries in this respect.”

“Some assistance with marketing and business trips would offset some of the higher overhead costs and would speed up recovery”

“Encourage quality marketing in USA and Japan to speed up recovery programme”

“Do not put all your eggs in one basket – eg. E-commerce. We have to get visitor numbers back to Scotland somehow. E-commerce is no substitute”

“Subsidise the use of video conferencing to increase the international activity of Scottish companies”

“Promote Scotland as a preferred destination, so that a larger proportion of a reduced total chooses Scotland in preference to other European/Overseas destinations”

“Scottish manufacturing is no different from Scottish farming – when a crisis occurs we should expect financial as well as intellectual support from Government”

“Financial assistance together with a conscious effort to raise the profile of quality exporters such as the Scottish Cashmere Club. This is a very crucial time for us all”

“Encourage and fund local manufacturing to keep jobs in Scotland for 12 months. Encouraging investment by offering loans to defer cashflow effects, at below market interest rates”

“Simplify employment law and other non-productive overheads”

Produced by SCDI

25 January 2002
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