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This analysis seeks to provide balance to the claim, made frequently during the EU
referendum campaign, that 3 million UK jobs are linked to trade with the EU.! By a method
similar to that used in calculating the 3 million figure, we provide a new estimate for the
amount of UK jobs linked with exports to EU countries and, for comparison, estimates of EU
jobs linked to exports to the UK, on a country-by-country basis.

An estimate of the decline in UK-EU trade as a proportion of GDP is also included, as this
will likely have a knock-on effect on the number of jobs in the UK linked to UK-EU trade. As
UK exports to the EU decline, so will the proportion of UK jobs linked to trade with the EU.

Our estimates are followed by a short commentary on the potential impacts of new trading
relations and the exchange rate, contributing to the view that the UK is likely in a better
position to adapt to changes in trading terms with the EU than other members of the EU.

Summary

e Our analysis shows that, whereas 3.6 million UK jobs are linked with exports to the EU,
5.8 million EU jobs (excluding the UK) are linked with EU exports to the UK.

o 22 of the 27 remaining EU member states have more jobs linked with exports to the UK
than the UK has linked with exports to those member states.

¢ Inthe case of Germany that is 1.3 million jobs linked to exports to the UK, for France it is
0.6 million jobs and for Italy 0.4 million jobs. For the UK, exports to Germany account for
only 0.8 million jobs, France 0.5 million, and Italy 0.3 million.

o Each of the 27 remaining EU countries has a higher proportion of jobs linked to UK trade
than the UK has linked to trade with that EU country. For the 27, UK trade accounts for
between 1.5 and 9.5 per cent of jobs whereas, in the UK, each EU country’s trade
accounts for between 0.0 and 2.4 per cent of UK jobs.

¢ German trade accounts for 2.4 per cent of UK jobs, but UK trade accounts for 3.2 per
cent of German jobs.

! For example: http:/Awww.strongerin.co.uk/get _the facts#FtVijbzb55YB1f0Q0.97
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¢ UK exports to the EU accounted for almost 50 per cent of UK exports in 2005, declining
to around 42 per cent in 2015. The projections then show that by 2020 the EU could
account for 38 per cent, falling to just 29 per cent by 2035.

e Interms of the proportion of UK exports by trading partner, major EU member states’
(France, Germany, Italy and Ireland) shares of UK exports are declining gradually. The
impact of this decline will likely be reflected in the share of the UK jobs market linked to
EU trade.

o The share of exports going to the EU could fall at a faster rate than currently seen if the
EU continues to fail to secure major new trade deals and the UK is successful in building
new trading relations on exiting the EU.

¢ In addition, the adjustment in the value of sterling following the referendum may lead to
an increase in domestic and overseas demand for UK products. The potential risk to jobs
from less favourable UK-EU trade terms is more likely to be realised in the EU than the
UK, as UK exporters will benefit from increased global competitiveness unlike the EU.

1. Estimates of jobs linked to UK-EU exports

Our analysis, shown in Table 1, estimates the jobs linked to EU-UK trade based on the most
recently available EU employment and GDP figures,? and the ONS Pink Book® data on UK
exports and imports in goods and services for 2015. The number of individuals employed is
used as an estimate for the number of jobs.

To reach these estimates we have calculated, for each EU country, the value of exports to
the UK as a proportion of each country’'s GDP and then assumed that an equivalent
proportion of each country’s currently employed population has jobs linked to exports to the
UK. Though this is a rough estimate due to variations in productivity and employment
between and within sectors, it provides some sense of scale as to the proportion of jobs in
EU countries linked with exports to the UK. Similar methods, applied to the EU as a whole,
led to the claim that around 3 million UK jobs are linked to exports to the EU during the
referendum campaign.

In our analysis, for the UK the same calculation is made for each of the remaining 27 EU
countries, calculating exports to each EU country as a proportion of UK GDP and applying
this to the number of people employed in the UK.

More detailed estimates by the Treasury have been conducted using the number of jobs
linked to exports in each sector. However, because the country-to-country data on exports
and employment by sector is limited, we rely here on aggregate exports in goods and
services.

This analysis also takes into account the ‘Rotterdam Effect’ (the fact that a great deal of the
Netherlands’ trade merely records the transport of goods bound for non-EU destinations). It
is estimated that 50 per cent of UK trade in goods with the Netherlands can be accounted for

2 http://ec.europa.eu/eurostat/web/national-accounts/data/main-tables
3 https://mww.ons.gov.uk/economy/nationalaccounts/balanceofpayments/datasets/pinkbook
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by this effect.? It is important to adjust for these figures, as the jobs related to the
manufacturing of these goods are likely based on trade with countries outside the EU. The
impact of this is to reduce UK jobs associated with Netherlands trade by approximately
140,000 and to reduce Netherlands’ jobs associated with UK trade by approximately
270,000. The adjusted figures for the Netherlands are included in the tables in italics.

Table 1 provides a country-by-country comparison of UK jobs and the jobs in each of the
remaining EU countries linked to EU-UK trade. The table shows that, whereas 3.6 million UK
jobs are linked with exports to the EU, 5.8 million EU jobs (excluding the UK) are linked with
EU exports to the UK. In the case of Germany that is 1.3 million jobs linked to exports to the
UK, France it is 0.6 million and Italy 0.4 million.

The second column shows UK jobs linked to exports to each remaining EU member state
and the fourth column shows for each member state the jobs linked to UK bound exports.
For each EU partner country the column showing the higher number of jobs linked to these
exports, either the UK or the partner country, is shaded red. Most remaining members, with
the exception of Ireland, Denmark, Finland, Luxembourg and Malta, have more jobs linked to
exports to the UK than the UK has linked to exports to that country. As such most of the
remaining EU member states, representing over 95 per cent of the post-Brexit EU
population, have more jobs exposed to UK trade than the UK has exposed to that member’s
trade.’

The third and fifth columns give these values as a percentage of each country’s jobs, or
employed populations. Again, for each EU partner country the column showing the higher
proportion of jobs linked to these exports, either the UK or the partner country, is shaded
red. Each of the 27 remaining EU countries has a higher percentage of their workforce in
jobs linked to trade with the UK than the UK does in jobs linked to trade with that country.

This means that each of the remaining EU countries has a higher proportion of their
workforce employed in jobs that are linked to UK trade than the UK has with each EU
country. Based on the potential impact on jobs, each EU country should be aware of the
significant economic benefit in terms of jobs stemming from trade with the UK.

The EU does arguably have to negotiate as a bloc. However, each of the 27 remaining
national governments, with between 1.5 and 9.5 per cent of employment linked to UK trade,
should be negotiating in the interests of those that democratically elected them. Further still,
the EU has a net of 2.2 million more jobs linked to UK trade, and the Eurozone is still
struggling with a highly unbalanced economy and recovery following the 2008 crisis, so all
parties should be considering the economic impact during exit negotiations.

The UK, as discussed later, has an increased competitive advantage which will allow it to do
more to help UK business export outside the EU which can help offset exposure to a change
in trading terms with the EU; the EU does not have such a luxury.

* http://webarchive.nationalarchives.gov.uk/20160105160709/http:/www.ons.gov.uk/ons/rel/uktrade/uk-
trade/december-2014/sty-trade-rotterdam-effect-.html
http://webarchive.nationalarchives.gov.uk/20160105160709/http:/www.ons.gov.uk/ons/rel/uktrade/uk-
trade/december-2014/sty-trade-rotterdam-effect-.html

> Percentage calculated using the European Council’s voting calculator:
http://www.consilium.europa.eu/en/council-eu/voting-system/voting-calculator/
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Table 1: Jobs linked to exports by UK trade partner

UK jobs linked to exports to EU pariner jobs linked to

EU trading EU exports to UK
= (As % of total
pestnor Estimate (Asi"'({’ 40f otal Estimate EU partner
jobs) 2

jobs)
Austria 44 117 0.14% 67,195 1.62%
Belgium 254 436 0.81% 354,644 7.82%
Bulgaria 13,507 0.04% 65,897 2.21%
Croatia 5.443 0.02% 24 337 1.57%
Cyprus 15,238 0.05% 31,039 8.82%
Czech Republic 48,149 0.15% 231,230 4.55%
Denmark 91,913 0.29% 67.425 2.39%
Estonia 5.342 0.02% 9515 151%
Finland 44 537 0.14% 41 367 1.73%
France 538,826 1.72% 622,048 2.36%
Germany 751,884 2.39% 1,304,582 3.19%
Greece 36,338 0.12% 87,162 2.42%
Hungary 29,669 0.09% 169,606 3.98%
Ireland 438,228 1.40% 188,037 9.51%
Italy 280,896 0.89% 389,703 1.74%
Latvia 4738 0.02% 32,162 3.62%
Lithuania 9.055 0.03% 50,130 3.71%
Luxembourg 40,454 0.13% 16,994 6.55%
Malta 17,942 0.06% 16,786 8.97%
Netherlands 351,002 1.12% 357.028 4.29%
Poland 04 315 0.30% 517,593 3.23%
Portugal 41,429 0.13% 171,147 3.79%
Romania 28.627 0.09% 144 447 1.75%
Slovak Republic 14,650 0.05% 98,087 3.98%
Slovenia 5,006 0.02% 12,998 1.45%
Spain 245,633 0.78% 567,995 3.15%
Sweden 143 .506 0.46% 152,340 3.17%

11.45% 5,791,495

It is worth remembering that the job numbers calculated here do not reflect any likely job
losses or even the number of jobs at risk due to the UK'’s vote to leave the EU. It is a
reflection of the number of jobs linked to UK-EU mutual trade. Any actions that significantly
hamper trade will likely then put pressure on jobs in countries’ exporting sectors, but a level
of UK-EU trade will continue regardless of the terms of the UK exiting the EU.

Table 2, below, contains data from Eurostat and the ONS Pink Book 2016. It includes the
figures on employment, GDP and UK-EU trade used in calculating the estimates in Table 1.
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Table 2: Data on GDP, Employment and Exports

UK EU Partner Country
: GDP EUR GDP£  Employed
Elhndyy pateor: ke (millions)  (millions) Exm,m B oy P
country GUDKP to UK A(ti(') A p(asrg\:r
(Adjusted) Adjton)

Austria 339,806 246,710 ‘ 0.14% 4,000 ;
Belgium 400,407 207,164 4532 15145 081% 23252 23252  1.82%
Bulgaria 44,162 32,055 2.975 804  0.04% 710 710 2.21%
Croatia 43,897 31,862 1554 324 0.02% 499 499 157%
Cyprus 17.421 12,645 0.352 907 005% 1115 1115 8.82%
Czech Republic 166,964 121,189 5.087 2866 0.15% 5509 5509  455%
Denmark 266,179 193,203 2.816 5471 020% 4626 4626  2.39%
Estonia 20,252 14,699 0.630 318 0.02% 222 22 151%
Finland 209,149 151,809 2.39 2651 014% 2621 2621 173%
France 2,181,064 1,583,103 26389 32073 172% 37317 371317 2.36%
Germany 3,032,820 2,201,342 40.885 44755 239% 70241 70241  3.19%
Greece 176,023 127,764 3.606 2163 012% 3,088 3088 2.42%
Hungary 108,748 78,934 4.262 1766  0.09% 3141 3141 3.98%
Ireland 255,815 185,681 1977 26085 140% 17,665 17,665  9.51%
Italy 1,636,372 1,187,744 22401 16720 089% 20,663 20663  174%
Latvia 24,378 17,694 0.889 282 0.02% 640 640  3.62%
Lithuania 37.124 26.946 1.351 539  0.03% 1,000 1000  3.71%
Luxembourg 52,113 37.825 0.259 2408 013% 2478 2478 655%
Malta 8,788 6,379 0.187 1,068  0.06% 572 572 8.97%
Netherlands 676,531 491,053 8315 20893 112% 36931 21,086  4.29%
Poland 427737 310,469 16.012 5614 030% 10036 10,036  3.23%
Portugal 179,369 130,193 4513 2466 013% 4,937 4937  3.79%
Romania 160,353 116,390 8.249 1704 009% 2038 2038  175%
Slovak Republic 78,071 56.667 2.462 872 005% 2,258 2258 3.98%
Slovenia 38,570 27.996 0.894 208 0.02% 407 407  1.45%
Spain 1,081,100 784,771 18030 14621 0.78% 24723 24723  3.15%
Sweden 446,946 324,411 4.811 8542  046% 10272 10272  3.17%

Total EU (exc UK) 12,119,337 8,796,699 189.979 290,961 275,116

2,575,719 1,869,560 213,981 11.45%

Sources: ONS Pink Book 2016: Chapter 9.3 Exports and Imports Data®; Eurostat: GDP’; Eurostat: Emplo ymenf?

®http://www.ons.gov.uk/economy/nationalaccounts/balanceofpayments/datasets/9geographicalbreakdownofthecu
rrentaccountthepinkbook2016

! [Accessed Sept 14, 2016] http://appsso.eurostat.ec.europa.eu/nui/show.do?query=BOOKMARK DS-

406763 QID -74CCB247 UID -

3F171EB0O&layout=TIME,C,X,0;GEO,L,Y,0;UNIT,L,Z,0;NA ITEM,L,Z,1;INDICATORS,C,Z,2;&zSelection=DS-
406763INDICATORS,OBS FLAG;DS-406763UNIT,CP_ MEUR;DS-406763NA ITEM,B1GQ

8 [Accessed Sept 14, 2016] http://appsso.eurostat.ec.europa.eu/nui/show.do?query=BOOKMARK DS-

055890 QID -5420537C UID_-
3F171EBO&layout=TIME,C,X,0;:GEO,L,Y,0;SEX,L,Z,0;AGE,L,Z,1;CITIZEN,L,Z,2;UNIT,L,Z,3;INDICATORS,C,Z 4;
&zSelection=DS-055890INDICATORS,OBS FLAG;DS-055890SEX,T;:DS-055890CITIZEN,TOTAL;DS-
055890UNIT, THS;DS-055890AGE,Y GE15;&rankNamel=UNIT 1 2 -1 2&rankName2=AGE 1 2 -

1 2&rankName3=CITIZEN 1 2 -1 2&rankName4=INDICATORS 1 2 -1 2&rankName5=SEX 1 2 -

1 2&rankName6=TIME 1 0 0 O&rankName7=GEO 1 2 0 1&sortC=ASC -

1 FIRST&rStp=&cStp=&rDCh=&cDCh=&rDM=true&cDM=true&footnes=false&empty=false&wai=false&time mo
de=NONE&time _most_recent=false&lang=EN&cfo=%23%23%23%2C%23%23%23.%23%23%23
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http://appsso.eurostat.ec.europa.eu/nui/show.do?query=BOOKMARK_DS-406763_QID_-74CCB247_UID_-3F171EB0&layout=TIME,C,X,0;GEO,L,Y,0;UNIT,L,Z,0;NA_ITEM,L,Z,1;INDICATORS,C,Z,2;&zSelection=DS-406763INDICATORS,OBS_FLAG;DS-406763UNIT,CP_MEUR;DS-406763NA_ITEM,B1GQ
http://appsso.eurostat.ec.europa.eu/nui/show.do?query=BOOKMARK_DS-406763_QID_-74CCB247_UID_-3F171EB0&layout=TIME,C,X,0;GEO,L,Y,0;UNIT,L,Z,0;NA_ITEM,L,Z,1;INDICATORS,C,Z,2;&zSelection=DS-406763INDICATORS,OBS_FLAG;DS-406763UNIT,CP_MEUR;DS-406763NA_ITEM,B1GQ
http://appsso.eurostat.ec.europa.eu/nui/show.do?query=BOOKMARK_DS-406763_QID_-74CCB247_UID_-3F171EB0&layout=TIME,C,X,0;GEO,L,Y,0;UNIT,L,Z,0;NA_ITEM,L,Z,1;INDICATORS,C,Z,2;&zSelection=DS-406763INDICATORS,OBS_FLAG;DS-406763UNIT,CP_MEUR;DS-406763NA_ITEM,B1GQ
http://appsso.eurostat.ec.europa.eu/nui/show.do?query=BOOKMARK_DS-055890_QID_-5420537C_UID_-3F171EB0&layout=TIME,C,X,0;GEO,L,Y,0;SEX,L,Z,0;AGE,L,Z,1;CITIZEN,L,Z,2;UNIT,L,Z,3;INDICATORS,C,Z,4;&zSelection=DS-055890INDICATORS,OBS_FLAG;DS-055890SEX,T;DS-055890CITIZEN,TOTAL;DS-055890UNIT,THS;DS-055890AGE,Y_GE15;&rankName1=UNIT_1_2_-1_2&rankName2=AGE_1_2_-1_2&rankName3=CITIZEN_1_2_-1_2&rankName4=INDICATORS_1_2_-1_2&rankName5=SEX_1_2_-1_2&rankName6=TIME_1_0_0_0&rankName7=GEO_1_2_0_1&sortC=ASC_-1_FIRST&rStp=&cStp=&rDCh=&cDCh=&rDM=true&cDM=true&footnes=false&empty=false&wai=false&time_mode=NONE&time_most_recent=false&lang=EN&cfo=%23%23%23%2C%23%23%23.%23%23%23
http://appsso.eurostat.ec.europa.eu/nui/show.do?query=BOOKMARK_DS-055890_QID_-5420537C_UID_-3F171EB0&layout=TIME,C,X,0;GEO,L,Y,0;SEX,L,Z,0;AGE,L,Z,1;CITIZEN,L,Z,2;UNIT,L,Z,3;INDICATORS,C,Z,4;&zSelection=DS-055890INDICATORS,OBS_FLAG;DS-055890SEX,T;DS-055890CITIZEN,TOTAL;DS-055890UNIT,THS;DS-055890AGE,Y_GE15;&rankName1=UNIT_1_2_-1_2&rankName2=AGE_1_2_-1_2&rankName3=CITIZEN_1_2_-1_2&rankName4=INDICATORS_1_2_-1_2&rankName5=SEX_1_2_-1_2&rankName6=TIME_1_0_0_0&rankName7=GEO_1_2_0_1&sortC=ASC_-1_FIRST&rStp=&cStp=&rDCh=&cDCh=&rDM=true&cDM=true&footnes=false&empty=false&wai=false&time_mode=NONE&time_most_recent=false&lang=EN&cfo=%23%23%23%2C%23%23%23.%23%23%23
http://appsso.eurostat.ec.europa.eu/nui/show.do?query=BOOKMARK_DS-055890_QID_-5420537C_UID_-3F171EB0&layout=TIME,C,X,0;GEO,L,Y,0;SEX,L,Z,0;AGE,L,Z,1;CITIZEN,L,Z,2;UNIT,L,Z,3;INDICATORS,C,Z,4;&zSelection=DS-055890INDICATORS,OBS_FLAG;DS-055890SEX,T;DS-055890CITIZEN,TOTAL;DS-055890UNIT,THS;DS-055890AGE,Y_GE15;&rankName1=UNIT_1_2_-1_2&rankName2=AGE_1_2_-1_2&rankName3=CITIZEN_1_2_-1_2&rankName4=INDICATORS_1_2_-1_2&rankName5=SEX_1_2_-1_2&rankName6=TIME_1_0_0_0&rankName7=GEO_1_2_0_1&sortC=ASC_-1_FIRST&rStp=&cStp=&rDCh=&cDCh=&rDM=true&cDM=true&footnes=false&empty=false&wai=false&time_mode=NONE&time_most_recent=false&lang=EN&cfo=%23%23%23%2C%23%23%23.%23%23%23
http://appsso.eurostat.ec.europa.eu/nui/show.do?query=BOOKMARK_DS-055890_QID_-5420537C_UID_-3F171EB0&layout=TIME,C,X,0;GEO,L,Y,0;SEX,L,Z,0;AGE,L,Z,1;CITIZEN,L,Z,2;UNIT,L,Z,3;INDICATORS,C,Z,4;&zSelection=DS-055890INDICATORS,OBS_FLAG;DS-055890SEX,T;DS-055890CITIZEN,TOTAL;DS-055890UNIT,THS;DS-055890AGE,Y_GE15;&rankName1=UNIT_1_2_-1_2&rankName2=AGE_1_2_-1_2&rankName3=CITIZEN_1_2_-1_2&rankName4=INDICATORS_1_2_-1_2&rankName5=SEX_1_2_-1_2&rankName6=TIME_1_0_0_0&rankName7=GEO_1_2_0_1&sortC=ASC_-1_FIRST&rStp=&cStp=&rDCh=&cDCh=&rDM=true&cDM=true&footnes=false&empty=false&wai=false&time_mode=NONE&time_most_recent=false&lang=EN&cfo=%23%23%23%2C%23%23%23.%23%23%23
http://appsso.eurostat.ec.europa.eu/nui/show.do?query=BOOKMARK_DS-055890_QID_-5420537C_UID_-3F171EB0&layout=TIME,C,X,0;GEO,L,Y,0;SEX,L,Z,0;AGE,L,Z,1;CITIZEN,L,Z,2;UNIT,L,Z,3;INDICATORS,C,Z,4;&zSelection=DS-055890INDICATORS,OBS_FLAG;DS-055890SEX,T;DS-055890CITIZEN,TOTAL;DS-055890UNIT,THS;DS-055890AGE,Y_GE15;&rankName1=UNIT_1_2_-1_2&rankName2=AGE_1_2_-1_2&rankName3=CITIZEN_1_2_-1_2&rankName4=INDICATORS_1_2_-1_2&rankName5=SEX_1_2_-1_2&rankName6=TIME_1_0_0_0&rankName7=GEO_1_2_0_1&sortC=ASC_-1_FIRST&rStp=&cStp=&rDCh=&cDCh=&rDM=true&cDM=true&footnes=false&empty=false&wai=false&time_mode=NONE&time_most_recent=false&lang=EN&cfo=%23%23%23%2C%23%23%23.%23%23%23
http://appsso.eurostat.ec.europa.eu/nui/show.do?query=BOOKMARK_DS-055890_QID_-5420537C_UID_-3F171EB0&layout=TIME,C,X,0;GEO,L,Y,0;SEX,L,Z,0;AGE,L,Z,1;CITIZEN,L,Z,2;UNIT,L,Z,3;INDICATORS,C,Z,4;&zSelection=DS-055890INDICATORS,OBS_FLAG;DS-055890SEX,T;DS-055890CITIZEN,TOTAL;DS-055890UNIT,THS;DS-055890AGE,Y_GE15;&rankName1=UNIT_1_2_-1_2&rankName2=AGE_1_2_-1_2&rankName3=CITIZEN_1_2_-1_2&rankName4=INDICATORS_1_2_-1_2&rankName5=SEX_1_2_-1_2&rankName6=TIME_1_0_0_0&rankName7=GEO_1_2_0_1&sortC=ASC_-1_FIRST&rStp=&cStp=&rDCh=&cDCh=&rDM=true&cDM=true&footnes=false&empty=false&wai=false&time_mode=NONE&time_most_recent=false&lang=EN&cfo=%23%23%23%2C%23%23%23.%23%23%23
http://appsso.eurostat.ec.europa.eu/nui/show.do?query=BOOKMARK_DS-055890_QID_-5420537C_UID_-3F171EB0&layout=TIME,C,X,0;GEO,L,Y,0;SEX,L,Z,0;AGE,L,Z,1;CITIZEN,L,Z,2;UNIT,L,Z,3;INDICATORS,C,Z,4;&zSelection=DS-055890INDICATORS,OBS_FLAG;DS-055890SEX,T;DS-055890CITIZEN,TOTAL;DS-055890UNIT,THS;DS-055890AGE,Y_GE15;&rankName1=UNIT_1_2_-1_2&rankName2=AGE_1_2_-1_2&rankName3=CITIZEN_1_2_-1_2&rankName4=INDICATORS_1_2_-1_2&rankName5=SEX_1_2_-1_2&rankName6=TIME_1_0_0_0&rankName7=GEO_1_2_0_1&sortC=ASC_-1_FIRST&rStp=&cStp=&rDCh=&cDCh=&rDM=true&cDM=true&footnes=false&empty=false&wai=false&time_mode=NONE&time_most_recent=false&lang=EN&cfo=%23%23%23%2C%23%23%23.%23%23%23
http://appsso.eurostat.ec.europa.eu/nui/show.do?query=BOOKMARK_DS-055890_QID_-5420537C_UID_-3F171EB0&layout=TIME,C,X,0;GEO,L,Y,0;SEX,L,Z,0;AGE,L,Z,1;CITIZEN,L,Z,2;UNIT,L,Z,3;INDICATORS,C,Z,4;&zSelection=DS-055890INDICATORS,OBS_FLAG;DS-055890SEX,T;DS-055890CITIZEN,TOTAL;DS-055890UNIT,THS;DS-055890AGE,Y_GE15;&rankName1=UNIT_1_2_-1_2&rankName2=AGE_1_2_-1_2&rankName3=CITIZEN_1_2_-1_2&rankName4=INDICATORS_1_2_-1_2&rankName5=SEX_1_2_-1_2&rankName6=TIME_1_0_0_0&rankName7=GEO_1_2_0_1&sortC=ASC_-1_FIRST&rStp=&cStp=&rDCh=&cDCh=&rDM=true&cDM=true&footnes=false&empty=false&wai=false&time_mode=NONE&time_most_recent=false&lang=EN&cfo=%23%23%23%2C%23%23%23.%23%23%23
http://appsso.eurostat.ec.europa.eu/nui/show.do?query=BOOKMARK_DS-055890_QID_-5420537C_UID_-3F171EB0&layout=TIME,C,X,0;GEO,L,Y,0;SEX,L,Z,0;AGE,L,Z,1;CITIZEN,L,Z,2;UNIT,L,Z,3;INDICATORS,C,Z,4;&zSelection=DS-055890INDICATORS,OBS_FLAG;DS-055890SEX,T;DS-055890CITIZEN,TOTAL;DS-055890UNIT,THS;DS-055890AGE,Y_GE15;&rankName1=UNIT_1_2_-1_2&rankName2=AGE_1_2_-1_2&rankName3=CITIZEN_1_2_-1_2&rankName4=INDICATORS_1_2_-1_2&rankName5=SEX_1_2_-1_2&rankName6=TIME_1_0_0_0&rankName7=GEO_1_2_0_1&sortC=ASC_-1_FIRST&rStp=&cStp=&rDCh=&cDCh=&rDM=true&cDM=true&footnes=false&empty=false&wai=false&time_mode=NONE&time_most_recent=false&lang=EN&cfo=%23%23%23%2C%23%23%23.%23%23%23

civitas.org.uk/research/europe « 6

2. Projected proportion of UK exports going to the EU

Our analysis in Table 3, based on a previous briefing note by Global Britain® and ONS
data,'® shows the current downward trend in the proportion of UK exports in goods and
services going to the EU, and, using data from 2005 to 2015, creates projections for the
proportion of UK exports going to the EU in 2020, 2025 and 2035.

Our projections are based on the compound annual growth rate of UK exports by country
and region. This growth rate, which reflects the decline of the EU as a trading partner over
the last 10 years, is used to estimate what proportion of UK exports will go to the EU in the
subsequent 5, 10 and 15 years. Data shows that UK exports to the EU accounted for almost
50 per cent of UK exports in 2005, declining to around 42 per cent in 2015. Our projections
then show that by 2020 the EU could account for 38 per cent, falling to just 29 per cent by
2035. The table also shows major EU member states’ (France, Germany, Italy and Ireland)
shares of UK exports decline gradually.

Table 3: Projected Proportion of UK Exports going to EU & World

Annual + 2 >
UK Projected Projected Projected UK
deE::ﬁg:ilon Exports Rggog(t)l(l)f, Uzl(otla)épgr;ts UK Exports UK Exports Exports 2035
2005 £m 10 2015 2020 £Em 2025 £m £m

Total EU 177,579 2.28% 222,433 248,945 278,617 348,991
EFTA 14,712 5.84% 25,962 34,488 45,815 80,848
Other Europe 9,445 9.91% 24,296 38,967 62,498 160,768

Total Europe 201,670 3.05% 272,453 316,677 368,080 497,270
Americas 69,218 5.70% 120,440 158,872 209,567 364,648
Asia 53,860 5.40% 91,152 118,581 154,265 261,075
Australasia & ( 6,709 4.70% 10,625 13,371 16,827 26,648
Africa 9,768 4.82% 15,636 19,783 25,029 40,065

World 341,338 4.10% 510,340 624,018 763,018 1,140,800
EU 52% 44% 40% 37% 31%
EU Adjusted 50% 42% 38% 35% 29%
France 8% 6% 6% 5% 4%
Germany 10% 9% 8% 8% 7%
ltaly 1% 3% 3% 3% 2%
Ireland 7% 5% 4% 4% 3%
- Asa%ofUKEUExorts |
France 15% 14% 14% 14% 13%
Germany 19% 20% 21% 22% 23%
ltaly 7% 8% 8% 8% 8%
Ireland 13% 12% 11% 10% 9%

Source: ONS Pink Book 2016™

We again take into account the Rotterdam Effect, giving the EU adjusted values using the
same method as above; reducing the proportion of goods exported to the Netherlands by 50
per cent."

9 http:/Avww.globalbritain.co.uk/sites/default/files/briefing-notes/BN116UKexportsSharetaken%20byEUpdf.pdf

10 https://www.ons.gov.uk/economy/nationalaccounts/balanceofpayments/datasets/pinkbook
"https://mww.ons.gov.uk/economy/nationalaccounts/balanceofpayments/datasets/9geographicalbreakdownofthe
currentaccountthepinkbook2016

2 hitp:/iwww.ons.gov.uk/economy/nationalaccounts/balanceofpayments/bulletins/uktrade/june2016#trade-in-
services
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The impact of this decline will also be reflected in the share of the UK jobs market linked to
EU trade. It reflects a trend of decreasing importance which will be ever more notable as the
UK reaches out to trade more globally.

3. Other comments
Future trading relations

It is worth noting that if the EU continues to fail to secure major new trade deals and the UK
is successful in building new trading relations on exiting the EU, the share of exports going
to the EU could fall at a faster rate than currently seen.'® The EU appears to have stalled in
signing new trade deals, so remaining members of the EU will struggle to build new trading
relations, especially as the UK is one of the EU’s biggest proponents of free trade and is now
leaving.

However, as any change in UK-EU trading terms comes into effect, the UK will be able to
start building new trade relationships with other countries, reducing the cost of imports from
outside the EU by lowering tariffs and removing import quotas, while seeing the cost of
exporting from the UK to new partner countries fall. This ability to set country specific trade
policy will give the UK the advantage of flexibility following its departure from the EU. EU
countries will likely remain less competitive for UK importers and potentially see damage to
the level of EU exports coming to the UK.

The exchange rate

Further still, the adjustment in the value of sterling following the referendum may lead to an
increase in domestic and overseas demand for the UK. The effect will be fairly immediate
and will help support UK exporters, who have seen a boost in exports in August.* This is
also likely to be already putting pressure on the EU, potentially reflected in the surprise
decline in the German PMI.**> As such the exchange rate could also be putting pressure on
EU jobs and supporting UK jobs, so the potential risk to jobs from less favourable UK-EU
trade terms is more likely to be realised in the EU, as UK exporters will benefit from
increased global competitiveness from a lower exchange rate, unlike the EU.

The combined impact of a lower exchange rate now and an independent trade policy in the
future will equip the UK with the tools to increase its global trade, boosting its exports and
helping to reduce the cost of global trade on leaving the EU. This will leave the UK better
equipped to support business following its departure from the EU than our current EU
partners.

To do so the UK government should make it clear that the current exchange rate reflects a
fair value for the UK economy and that following its departure from the EU, on any terms, the
government will pursue an aggressive policy of improving global trade relations, whether
through trade deals or through reducing tariffs and removing quotas on imports.

13 http://www.civitas.org.uk/2016/09/01/the-eu-needs-a-strong-trade-agreement-with-the-uk-but-it-will-be-a-
struggle-to-get-one/
1 hitp:/iwww.telegraph.co.uk/business/2016/09/04/manufacturers-say-pounds-post-brexit-tumble-has-boosted-

exports/

http://uk.investing.com/news/economic-indicators/german-manufacturing-pmi-53.6-vs.-53.5-forecast-122620
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Along with this the UK government should stress the importance of the UK economy to
individual members of the EU. Following the referendum campaign, the UK has been left
with the impression that it is only the UK that will suffer if there are unfavourable exit
negotiations. The truth is that the individual members of the EU have as much, if not more,
at stake from damages to their UK trading relations.
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