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ECONOMIC UPDATE- SEPTEMBER 1994 
(includes data up to 23 September 1994) 

Summary 

- GDP at constant factor cost rose by 1.1 per cent between 
1994 Q1 and 1994 Q2. 

- UK claimant unemployment, seasonally adjusted, fell by 
34,200 in August. 

- The 12-month rate of increase of the RPI rose slightly to 2.4 
per cent in August. 

- The trade deficit with non-EC countries narrowed to £1.1 
billion in the three months to August. 

Activity 

Gross domestic product (GDP), at constant factor cost rose by 
1.1 per cent between 1994 Q1 and 1994 Q2. Excluding oil and 
gas extraction, GDP rose by 1.0 per cent. 

2. The CSO's coincident cyclical indicator continued to rise in 
July 1994. Partial information suggest that the shorter leading 
index and the longer leading index also rose. Chart 1 shows 
the latest movements in the leading indicators and the reference 
cycle. 

Chart 1 
Leading cyclical indicators 
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Output and expectations 

3. Output increased in all sectors between 1994 Q1 and 1994 
Q2. There was a rise of 2.1 per cent in output from the 

production industries, including a rise of 1.5 per cent in 
manufacturing output over this period. Latest estimates of 
trends in production and manufacturing output are 5 per 
cent and 5~ per cent per anum respectively. Services 
output rose by 0.7 per cent, while output of the 
construction industries rose by 0.9 per cent between 1994 
Q1 and 1994 Q2. 

4. The CBI Monthly Trends Enquiry in manufacturing 
revealed that the balance for output expectations in the 
next 4 months, seasonally adjusted, rose sharply from 13 
per cent in July to 31 per cent in August. The growth in 
manufacturing output expectations is shown in chart 2. 

Chart 2 
CBI output expectations 

seasonally adjusted by the CSO balance 
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Indicators of domestic demand 

5. Total domestic expenditure, in constant 1990 prices, 
rose by 0.4 per cent between 1994 Q1 and 1994 Q2. Within 
this consumers' expenditure rose by 0.2 per cent. More 
timely figures on the volume of retail sales show that there 
was an increase of 0.6 per cent in the three months to 
August compared with the previous three months and a rise 
of 3.3 per cent on a year earlier. 

6. Net lending to consumers, on the narrower coverage 
and seasonally adjusted, fell from £1 ,281 million in the 
three months to April to £1,187 million in the three months 
to July. 



7. Gross domestic fixed capital formation, at constant 1990 
prices, fell by 0.7 per cent between 1994 Q1 and 1994 Q2. The 
growth rates of gross domestic fixed capital formation and 
consumers expenditure are shown in chart 3. 

Chart 3 
Consumers' expenditure! and 
gross domestic capital formation (GDFCF) 

seasonally adjusted quarter on quarter percentage change 
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Prices and wages 

8. The 12-month rate of increase of the retail prices index 
(RPI) edged higher. It rose from 2.3 per cent in July to 2.4 per 
cent in August. Excluding mortgage Interest payments, the 
12-month rate also rose slightly - from 2.2 per cent in July to 
2.3 per cent in August. This rate continues to remain well 
witllin the government's target range of 1-4 per cent. 

9. The annual rise in the output price index for manufactured 
products (home sales), seasonally adjusted and excluding food, 
beverages, tobacco and petroleum, rose from 1.9 per cent in 
July to 2.1 per cent in August. Over the same period tl1e annual 
change in input prices (all manufacturing), seasonally adjusted, 
rose from 3.2 per cent in July to 3.4 in August. Over the past 
year, prices of most categories of imported materials have risen. 

10. Expectations of price increases rose strongly in August. 
The CBI Monthly Trends Enquiry for manufacturing showed a 
balance of 20 per cent, seasonally adjusted by the CSO, 
expecting to raise prices in the next four months 

11. The annual rise in underlying whole economy average 
earnings for Great Britain, shown in chart 4, remained at 3* 
per cent in July - the same as in June. Within this, underlying 
earnings growth in manufacturing fell from 4!4 per cent in June 
to 4 per cent in July. Over the same period underlying average 
earnings growth in services remained at 3~ per cent. 

Chart4 
Whole economy underlying earnings in GB 

seasonally adjusted percentage change over 12 months 
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Labour market and productivity 

12. UK claimant unemployment, seasonally adjusted, fell 
in August by 34,200 to 2.596 million, or 9.2 per cent of the 
workforce. In the three months to August the average 
monthly fall was 21 ,700 compared with an average fall of 
30,600 in the three months to May. 

13. The UK workforce in employment, seasonally 
adjusted, is estimated to have fallen by 34,00 between 1994 
Q1 and 1994 Q2 to 25.232 million. This measure of jobs 
differs from the count of people in employment in Great 
Britain available from the quatterly Labour Force Survey 
which shows a rise of 80,000, seasonally adjusted, between 
the Winter 1993/94 and Spring 1994 to 24.986 million. 

14. In the three months to July, productivity in 
manufacturing was 4.8 per cent up on the three montlls to 
July 1993. Unit wage costs in manufacturing fell by 0.5 
per cent over the same period. Whole economy 
productivity rose by 3.8 per cent between 1993 Q2 and 
1994 Q2. Unit wage costs fell by 0.3 per cent over the 
same period. Chart 5 shows the continued improvement in 
productivity and fall in unit wage costs. 

Monetary indicators 

15. The annual growth of narrow money (MO), 
seasonally adjusted, fell from 6.5 per cent in July to 6.3 per 
cent in August, outside tile Government's monitoring range 
of 0-4 per cent. Annual growth of broad money (M4), 
seasonally adjusted, provisionally also fell - from 4.8 per 
cent in July to 4.7 per cent in August. It remains well 
within the monitoring range of 3-9 per cent. The reduced 
growth of monetary aggregates in recent months is shown 
in chart 6. 



Chart 5 
Whole economy - productivity and 
unit wage costs 

seasonally adjusted percentage change on last 12 months 
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Chart 6 
Annual growth of monetary aggregates 

seasonally adjusted percentage change over 12 months 
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Government finances 

16. The public sector borrowing requirement (PSBR) was 
£15.5 billion in the first five months of 1994195 - £2.6 billion 
below that recorded in the first five months of 1993/94. 
Excluding privatisation proceeds, borrowing was £17.7 billion 
- £3.9 billion below the level in 1993/94. 

Balance of payments 

17. The deficit on the balance of UK visible trade, shown 
in chart 7, fell from £2.9 billion in the three months to 
March to £2.4 billion in the three months to June. Over this 
period the volume of total exports, excluding oil and 
erratics, rose by 2!h per cent. On the same basis imports 
remained broadly unchanged. 

Chart 7 
Balance of UK visible trade 
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18. More timely data on trade with non-EC countries 
shows that the deficit narrowed from £1.8 billion in the 
three months to May to £1.1 billion in the three months to 
August. The n·end in visible n·ade continues to show a 
reduction in the deficit.. In the three months to August, 
export volumes, excluding oil and erratics rose by 3!h per 
cent compared with the previous three months. On the same 
basis imports fell by 4!h per cent Over this period, the 
terms of trade, excluding oil, feU by 2!h per cent. 



INTERNATIONAL ECONOMIC INDICATORS 
(includes data up to 20 September 1994) 

INTRODUCTION 

Theseries presented here arc taken from the Organisation ofEconomic 
Co-operation and Development's (OECD) Main Economic 
Indicators, except for the United Kingdom where several of the 
series are those most recently published. The series shown are for 
each of the G7 economies (United Kingdom, Germany, France, 
Italy, United States, Japan and Canada) and for the European 
Communities (EC) and OECD countries in aggregate. 

2. The length and periodicity oft he series have been chosen to show 
their movement over a number of years as well as the recent past. 
There is no attempt here to make cross country comparisons across 
cycles. Further, because the length and timing of these cycles varies 
across countries, comparisons of indicators over the same period 
should be treated with caution. 

COMMENTARY 

3. Growth in activity strengthened in 1994 Q2, for all the economies 
on which information is available. Gross domestic product (GDP) 
at constant market prices rose by 1.0 per cent between 1994 Q I 

and 1994Q2in the United Kingdom, theUnitedStatesandGennany. 
Quarterly growth accelerated in all three countries, particularly in 
Germany where it doubled from 0.5 per cent between 1993 Q4 and 
1994 Ql. However, the largest pick up in growth was in Canada, 
where the quarterly growth rate rose from 0.6 per cent between 1993 
Q4and 1994Qlto 1.7percentbetween 1994QJ and J994Q2. 

4. Consumer price inflation edged higher in most of the G7 
economies in August. However, inflation rates remained modest 
compared with recent inflation rates. Italy continued to have the 
highest inflation rate in the G7- 3.7 percent in August, a riseofO.I 
percent on July. The United Kingdom, Germany, the United States 
and Japan also recorded 0.1 per cent increases over this period. 
Despite the increase, Japan was the only country to experience 
deflation. Over the some period, consumer price inflation remained 
stable in France and Canada, at 1.7 per cent and 0.2 per cent 
respectively. 

5. No additional data was available on standardised unemployment 
rates by 20 September 1994. 

1 Gross domestic product at constant market prices: index numbers 

1985 = 100 

United 
Klngd0m1 Gormany2 France llaly EC 

United 
States Japan3 Canada Major 7 OECD 

FNAO GAB I GABH GABJ GAEl< GAEH GAEl GAEG GAEO GAEJ 
1980 90.5 94.3 92.7 93.3 92.9 88.2 82.9 87.2 88.7 89.0 

1985 100.0 100.0 100.0 100.0 100.0 100.0 tOO.O 100.0 100.0 100.0 
1986 104.4 102.3 102.5 102.9 102.9 t02.9 102.7 103.1 102.9 103.0 
1987 109.3 103.7 104.8 106,1 105.9 106.1 107. 1 107.6 106.3 106.3 
1988 114.8 107.5 109.5 110.5 110 .4 110.3 113.8 112.9 111.0 110.9 
1989 117.3 111 .4 114.2 113.7 114.2 113.0 119.3 115.4 114.5 114.5 

1990 117.8 118.0 117.1 116.1 117.6 114.4 125.1 114 .8 117.1 117.5 
t991 115.'1 124.0 118.0 117.5 119.3 113.7 t30.3 11 3.1 11 8.1 118.4 
1992 1 14.8 125.7 119.4 118.4 120.4 116.3 132.2 11 3.4 120.0 120,2 
1993 117.2 123.6 110.2 117.6 tt9.9 t20.0 132.2 11 6.1 121,6 122.0 

1991 02 115.4 124.6 117.6 117.2 119.2 113.7 129.0 11 3.4 118.0 118.3 
03 115 .1 123.7 110.4 117,7 119.5 114.0 131 .0 113.2 118.4 118.7 
04 115.3 124.3 118.0 118,5 119.9 1 t4.0 131 .8 113.6 118.7 119.0 

199201 114.5 126.4 119.7 119.0 120.8 114.9 132.6 113.2 119.4 119.9 
02 114.6 126.1 t19.4 119.0 120.6 115.6 132.2 11 3.4 119.6 120.1 
03 115.1 125.7 119.4 117.9 120.1 116.6 132.1 113 .7 120.0 120.3 
04 115.3 t24 .7 119.1 117 8 tt9.8 lt8.2 131 .9 113.5 120.7 120.9 

199301 116.3 122.7 t17.9 117.5 119.3 118.6 133.0 114.8 t20.8 121.1 
02 116.7 123.1 118.1 117.8 lt9.7 119.3 132. t 115.9 121 .2 121.6 
03 1 t7 .6 124 4 118.5 117.0 120.2 120 I 1323 lt6.2 121.7 122.2 
04 118 4 124 1 118 5 118 2 1205 1219 1316 t17.6 t22.6 123.0 

1994 01 119.4 124./ 119.2 118 2 1229 132.6 I t8.3 t23.5 
02 120.7 125.9 t24 .1 t20.3 

Percentage change. latest quarter on corresponding quarter or previous year 

1994 01 2.7 I .G 1, 1 O.G 3.6 - 0.3 3.0 2.2 
0 2 3.4 2.3 4.0 3.8 

Percenlago change. latest quarter on previous quarter 

t994 0 1 0.9 0.5 0.6 0.0 0.8 0.8 0.6 0.7 
02 1.0 1.0 1.0 1.7 

1 Esllmates duo to rebaslng to 1990 
2 Western GermRny (Federal Ropublio ol Gormnny boloro unlficallon) 
3 GNP 



2 Consumer prices 1 

Percentage change on year earlier 

Untied United 
Kingdom Germany2 France llaty EC SI ales Japan Canada Major 7 OECD 

1980 18 0 54 13.5 2 1. 1 137 13.5 7.6 10.2 12.7 13.5 

1985 6.1 2. 1 5.8 8.6 6.2 3.5 2.2 4.0 4.0 4.9 
1986 3.4 - 0.1 2.5 6. 1 3.7 1.9 0.8 4.2 2.1 3.0 
1987 4.2 0.2 3.3 4.6 3.4 3.7 0.4 4.4 2.9 3.6 
1988 4 .9 1.3 2.7 5.0 3.6 4.1 1.0 4.0 3.3 4.3 
1989 7.8 2.8 3.5 6.6 5.2 4.8 2.7 4.9 4.6 5.4 

1990 9.5 2.7 3.4 6. 1 5.6 5.4 3. 1 4.8 5.0 5.8 
1991 5.9 3.5 3.2 6.5 5.1 4.2 3.3 5.6 4.3 5.2 
1992 3.7 4.0 2.4 5.3 4.2 3.0 2.9 15 3.1 4.0 
1993 1.6 4.1 2.1 4.2 3.3 3.0 1.2 7.8 2.7 3.6 

1993 02 1.3 4.2 2.0 4 I 3.3 3. 1 I 0 1.7 2.7 3.6 
03 1.7 4.2 2.2 •13 3.5 2.7 I 6 I 7 27 3.7 
04 1.6 3.7 2.1 4 I 32 2.7 12 19 25 3.5 

1994 01 2.4 3.3 1,7 4.2 3.3 2.5 1.4 0.6 2.4 3.5 
02 2.6 3.0 1.7 4.0 3,2 2.4 0.6 0.1 2.2 4. 1 

1993 Aug 1.7 4.2 2.2 4.5 3.5 2.8 1.8 1.7 2.7 3.7 
Sep 1.8 4.0 2.3 4.2 3.3 2.7 1.3 1.9 2.6 3.5 
Ocl 1.4 3.9 2.2 4.2 3.2 28 1.3 1.9 2.6 3.6 
Nov 1.4 36 2.2 4. 1 31 2.7 0.9 1.9 2.4 3.4 
Dec 1.9 3.7 2.1 4.0 3.3 2.7 1.3 1.7 2.6 3.6 

1994 Jan 2.5 3.5 1.9 4.2 3.3 2.5 1.4 1.3 2.5 3.5 
Feb 2.4 3.4 1.8 4.2 3.3 2.5 1.4 0.2 2.4 3.5 
Mar 2.3 3.2 15 4.2 ."1.2 25 1.3 0.1 2.4 3.5 
Apr 26 3 I I 7 4 I 3.2 2A 0.8 0.2 2.2 3.9 
Mily 26 3.0 I 7 oJ I 32 2.3 0.6 - 0.1 2.2 4.2 
Jun 26 30 1.8 37 3. 1 2.5 0.5 0.0 22 43 

Jul 23 2.9 1.7 36 2.8 -03 0.2 
Aug 2.4 3.0 1.7 3.7 2.9 - 0.2 0.2 

1 Componenls and coverage nol unllorm across cour11rlos 
2 Weslern Germany (Federal Republic ol Germany belore unilicalion) 

3 Standardised unemployment rates: percentage of total labour force 1 

Un"ed Unlled 
Krngdom Germ11ny2 France llaly EC3 Slales Japan Canada Major 7 OECD 

GABF GABD GABC GABE GADR GADO GADP GADN GAEO GADO 
1980 6.4 3. 1 63 7.5 6.4 7 1 2.0 7.4 5.5 5.8 

1985 11 :> I 1 10.3 9.6 10.9 7.1 2.6 10 4 7.2 7.8 
1986 11.2 6.4 104 10.4 10.8 6.9 2.8 9.5 7. 1 7.7 
1987 10.3 6.2 10.5 10.9 10.6 61 28 8.8 6.7 7.3 
1988 8.6 62 10.0 109 9.9 5.4 25 7.7 6.1 6.7 
1969 7.2 5.6 9.4 109 90 5.2 22 7.5 5.7 6.2 

1990 6.8 4.8 6.9 10.3 8.4 5.4 2.1 8.0 5.6 6.1 
1991 6 .8 4.2 9.4 9.8 8.7 6.6 2.1 10.2 6.3 6.6 
1992 10.0 4.6 10.4 9.8 95 7.3 2.1 11 .2 6.6 7.4 
1993 10.3 5.8 11,7 102 107 6.7 2.5 11 .1 6.9 7.8 

1994 01 9.9 6.5 12.5 10.8 11.3 6.5 2.8 11 .0 7.0 8.0 
02 9.5 6.6 12.6 11 .3 6.1 2.8 10.6 6.8 7 .8 

1993 Jun 10.3 5.7 11 .7 10.7 6.6 2.5 11 .? 7.0 7,9 

Jul 10.4 5.6 11.8 10.3 10.U 6.7 2.5 11 .4 7.0 7.9 
Aug 10.4 5.9 119 10.9 6.7 2.5 11 .2 7.0 7.9 
Sep 10.3 60 12 1 11 .0 6.6 26 Ill 70 7.9 
Ocl 10.2 6.2 12.2 10.7 11.1 6.6 27 111 7.0 8.0 
Nov 10.1 6.3 12.4 11.1 6.4 2.7 10.9 6.9 7.9 
Dec 9.9 6.3 12.4 11.2 63 2.8 11 . I 6.9 7.9 

1994 Jan 10.0 6.4 12.5 10.0 11.3 6.6 2.7 11 .3 7.0 8.0 
Feb 9.9 65 12.5 11.3 6.4 2.9 11 .0 7.0 8.0 
Mar 9.7 6.5 12.6 10.8 11.3 6.5 2.8 10.5 7.0 8.0 
Apr 9.6 6.6 12.6 11 .3 6.4 28 109 69 7.9 
May 9.5 6.6 12..7 11 .3 6.0 28 10.7 6.8 7.8 
Jun 9.5 6.6 12.6 11 .3 5.9 26 10.3 6.7 7.8 

1 Uses an ILO bAsed measure oil hose wilhoul work. cu r~enlly avAilAble I or 
work. actively seeking work or walling 10 s1an a job already obtained 

2 Western Germany (Federal Republic of Germany belore unillcallon) 
3 Excludes Denmark. Greece and Luxembourg 



4 Balance of payments current account as percentage of GDP 

Uniled Unhed 
KingdOm Gorm~my 1·2 France nary States 1 Japan' Canada 

1980 1,2 - 1.7 -0.6 - 2.6 0.1 - 1. 1 -0.6 

1985 0.6 2.7 -0.1 - 1.0 - 3.1 3.7 - 1.3 
1986 -0.2 4.5 0.3 -0.2 -3.5 4.3 -2.8 
1987 - 1.2 4. 1 -o.5 -0.3 - 3.7 3.6 - 2.8 
1988 -3.5 4.2 -0.4 - 1.1 - 2.6 2.7 -3.5 
1989 ~.4 4 .8 -0.4 -2.2 -2.0 2.0 ~. 1 

1990 -3.5 3.1 -o.8 - 2.1 -1 .7 1.2 -3.8 
1991 - 1.4 -1 .2 -o.5 -1 .9 -0.1 2.3 ~.1 

1992 - 1.6 - 1 2 0.3 - 22 - 1.1 3.2 -3.8 
1993 -16 - 13 0.8 -0.7 -1.6 3.1 -4.3 

1993 04 -1 .3 - 2.2 1.3 1.9 - 1.9 2.8 -4.5 

1994 01 - 0.6 - 1.6 0.8 -2.0 3.3 -4.1 
02 - 22 0 2 -4.1 

1 Balanco as percentage ol GNP 
2 Western Germany (Federal Republic of Gormany beloro unification) 

5 Total industrial production: index numbers 

1985 . 100 

Un1ted United 
Klngdom1 Germany2 France Italy EC StAtes Japan3 Canada4 MaJOr 7 oeco5 

DVZI HFGA HFFZ HFGB GACY HFGD HFGC HFFY GAES GACX 
1900 92.6 97.3 99.4 103.6 97.2 09. 1 04.4 86.2 91 .0 91.3 

1985 100 0 100 0 100 0 100.0 100.0 100.0 100.0 1000 100.0 100.0 
1986 102.4 102.3 10 1.1 103 6 102.3 100.9 99.8 99.3 101.1 101 .2 
1987 106.5 102 7 1031 107.6 104.8 105.9 103.3 1041 104.9 104.9 
1988 111 .6 106.3 107.3 114. 1 109.4 1'10.6 113.7 109.6 110.8 110.5 
1989 114.0 11 1.4 111 .3 11 7.G 113.5 112 .3 120.3 109.4 1 14.1 114.1 

1990 113.6 117.2 112.9 117 6 115.7 112.3 125.4 106.0 115.7 115.8 
1991 109 .. 2 120.7 113.2 116.8 11 5.8 110.2 127.8 102.2 115. 1 115.2 
1992 109.0 118.4 113 1 116.6 114.7 112.8 120.5 102.6 114.5 114.6 
1993 111.3 109.7 109.9 1'13.8 111 . 1 117.5 115.3 107.4 114.5 114.5 

199302 110.3 109.4 108.5 11?.8 110.5 116.9 116.2 106.7 114.2 114.0 
03 111 .7 110.0 109.1 114.0 111.5 117.7 114.9 107.8 114.6 114.7 
0 4 113.3 109 7 107 8 113.3 111 4 119.6 112.5 109.0 115.0 115.1 

1994 01 114.4 109.5 110 3 113.2 112. 1 122,0 114.4 109.3 116.5 116.6 
02 116.8 112.8 123.3 

1993 Jut 111 7 100.7 110.4 114 2 1111 11 7.5 114.8 106.9 114.4 114.5 
Aug 111 .8 110.7 110.4 116.2 112 2 117.7 114.7 107.7 114.8 114.9 
Sep 111 7 110.6 110 0 111.6 111.3 11 7.9 115. 1 108.7 114.7 114.8 
Ocl 113.3 110.0 109.3 113.8 111.3 118.5 111.7 108.7 114 .4 114.5 
Nov 113.6 109.3 11 0.2 113.9 111 .5 119.5 113.3 109.4 115.2 115.3 
Dec 113.1 109.9 109. 1 112.2 111 .3 120.8 112.6 i09.0 11 5.4 115.5 

1994Jan 114. 1 107.9 1104 111 9 111.0 121 .4 113. 1 109.3 115.7 115.7 
Feb 114.6 1101 1101 114. 1 112.6 121 .8 112.6 108.8 116.2 116.4 
Mar 114.2 110.6 110.9 1135 112.7 122.8 117.5 109.9 117.7 117.6 
Apr 116.4 112.5 11 3 2 , 18.2 114.8 123.0 114.8 111 .3 118. 1 118.1 
May 116.9 112.4 113.5 110.1 123.2 113.7 11 8.0 118.1 
Jun 117.0 113.5 123.7 

Jut 117.0 

Percentago change: average ot latesl three months on 11,a1 ot coucspondlng psrlod ot previous year 

1994 Jun 5.8 3.1 55 

Jut 54 

Percentago change: average ollatestthree rnonlhs on previous 111ree months 

1994 Jun 2.1 3.0 1. 1 

Jul 16 

1 Estimates due to rebaslng to 1990 
2 Weslem Germany (Federal Republic ol Ge1many belore unification) 
3 Not adjusted 101 unequal number ot working days In a month 
4 GDP In Industry allactor cosl and 1986 prlcos 
5 Some countries excludod from area lolal 



6 Producer prices (manufacturing) 
Percentage change on a year earlier 

Uni1ed Unl1e<.l 
Kingdom Germany' France2 i1aty EC S1a1es Japan Canada Major 7 OECD 

1980 15 9 6.8 9-2 11.3 13.5 14 8 13.3 13.2 13.2 

1985 6.2 2. 1 4.4 7.7 49 0.9 -0.8 2.8 1.9 3.0 
1986 1.4 -24 -2.8 02 -0 8 - 1.4 -47 0.9 - 1.5 - I . I 
1987 3.4 -06 0.6 30 1.3 2.1 - 2.9 2.8 1.1 1.5 
1988 3.7 1.6 5.2 3.6 3.4 ? .5 -0.2 44 2.4 3.5 
1989 4.8 3.4 5.4 5.9 5.0 5.1 2. 1 1.9 4.4 5.3 

1990 6.2 1.5 -1.2 4. 1 2.4 s.o 1,6 0.3 3.4 3.9 
1991 5.4 2.2 - 1.3 3.3 2. 1 2. 1 1.0 - I . I 1.8 2.6 
1992 3. 1 1.6 - 1.6 1.9 1.3 1.2 - 0.8 0.5 0.9 1.6 
1993 3.9 0.0 - 2.8 3.8 1.0 1.3 - 1.7 3.3 0.7 1.9 

199304 3.9 -0.3 -2.2 3.9 1.3 0.3 -2.1 3.0 0.3 1.7 

1994 01 3. 1 0.0 - 15 3.4 15 03 - 2. 1 3.3 0.3 2.1 
02 2.2 03 -0.2 -2.0 49 

1993 Jul 1/,0 - 0.3 1/,2 1.0 1.3 - 1.7 2.8 0.8 1.9 
Aug 3.9 - 0.2 4..1 1.2 0.5 - 1.8 3.·1 0.4 1.8 
Sep 4.0 -0.4 4.3 1. 1 0.4 - 2.0 3.0 0.3 1.6 
Oc1 4.0 -0.4 1/, l 1.3 0.3 - 2.1 2.9 0.2 1.6 
Nov 3.6 -0.4 3.8 1.3 0.4 - 2. 1 30 0.3 1.8 
Dec 3.9 -0.2 3.7 1.3 0.3 - 2.2 31 0.3 1.8 

1994 Jan 3.5 -0. 1 3.6 1.5 0.3 - 2. 1 26 0.3 1.8 
Feb 3.2 0. 1 3.6 1.6 0.2 - 2.2 3.4 0.3 2. 1 
Mar 2.9 0. / 3.? 1.4 0.3 - 2.3 3.8 0.3 2.3 
Apr 2.3 0.3 3.0 1.5 - 04 - 2.2 4.2 0.0 3.5 
May 2.2 0.4 3.2 1.5 - 0.4 -2.0 4.9 0. 1 3.9 
Jun 2. 1 0.5 0.0 - 19 5.5 

Jul 1.8 

1 Weslern Germnny (Federal Rcpubllc 01 Germnny be1ore unihca1ion). 
2 Producer prices rn in1er rnedla1e goods 

7 Total employment: index numbers 1 

1985 = 100 

Uni1ed Unr1ed 
Kingdorn2 Germany3 4 France4 llaly [C SIA!es4 Japan Canada4 Major 7 OECD 

DMBC GMR GAAU GMS GADW GADT GADU GADS GAEU GADV 
1980 103.4 102 101 . 1 100 100 93 95 95 

198!:> 100.0 100 100.0 100 100 100 100 100 100 100 
1966 100.1 101 100.5 10 1 10 1 102 101 103 101 102 
1987 102.1 102 100.9 100 102 105 102 106 103 103 
1968 105.4 103 102.0 102 104 107 103 109 105 105 
1989 108.1 104 103.5 101 lOG 110 lOG 111 107 107 

1990 1088 107 104.6 103 107 110 108 112 108 109 
1991 105.9 109 104.6 104 108 109 110 110 108 108 
1992 103.2 110 103.8 103 106 110 111 109 108 108 
1993 102.0 108 102.5 99 104 111 111 110 108 108 

1992 04 102.1 110 102.9 102 105 11 0 111 109 109 106 

199301 101.7 108 102.5 100 104 109 109 107 107 l OG 
02 101.7 108 102.8 98 104 111 112 111 109 108 
03 102.2 108 102.7 99 104 113 112 113 109 109 
04 1022 107 1018 97 104 113 111 110 109 108 

1994 01 101.8 106 102.0 96 103 112 109 108 108 107 
02 10 1.7 96 11 5 113 11 3 110 109 

1994 J un 96 11 6 11 3 11 6 110 109 

Jul 116 112 117 110 
Aug 116 

Percemage change. lalesl quaner on 1ha1 ol corresponding peood of previous year 

1994 01 0. 1 -1.9 -0.5 - 4 0 - 1.0 2.8 0.0 0.9 0.9 0.9 
02 0.0 -2.0 3.6 0.9 1.8 0.9 0.9 

Percemage change IA1GS1 quarter on previous q~arter 

1994 0 1 - 0.4 -0.9 0.2 - 10 - 1.0 - 0.9 - 1.8 - 1.8 - 0.9 - 0.9 
02 -0. 1 0.0 2.7 3.7 4.6 1.9 1.9 

1 Not seasonally adjus1ed axcopllor the Unltod Kingdom 
2 Es11rna1es due 10 rebnslng to 1990 
., \Aino l nr-n ~ormQnv lt:'ortorAI RQf'ltthltr. ol C'iArnuuw hAtnrP unifirAiion) 



8 Average wage earnings in manufacturing 1 

Percentage change on a year earlier 

Unllod Uniled 
Klngdom2 Germany3 France llnly EC SlfiiOS Japan Canada Malor7 OECD 

1980 17,8 6.5 15.2 18.7 10.3 8.6 7.5 10.9 9.0 10.9 

1985 9. 1 42 5.7 112 7.S 4.2 3, 1 <12 S.3 S.3 
1986 7.7 40 3.9 48 so 2.0 1.4 30 3.0 4.0 
1987 8.0 3.8 3.2 6.S S.7 2.0 1.7 2.9 2.9 2.9 
1968 8.S 4.6 3.1 6.1 5.4 2.9 4.6 3.8 4.7 4.7 
1989 8.8 3.S 3.8 6.1 6.0 2.8 5.8 5.5 4.S SA 

1990 9.3 S. 1 4.S 7.2 7.3 3.6 S. 4 S.2 5.2 S.9 
1991 8.2 S.7 4.3 9.8 7.5 2.6 3.5 4.9 4.9 4.8 
1992 6.6 6.2 3.6 5.4 5.6 2.6 1.0 3. 1 3.1 3.8 
1993 4.5 2.6 3.4 4.6 2.S 0.2 2.3 3.0 2.9 

199303 4.4 2.3 4. 1 4.6 2S 0.4 IS 3.0 2.9 
04 4.0 22 3.8 4.S 33 -0. 1 IS 2.8 3.S 

1994 01 4.8 2.0 4.3 52 3.3 2.9 2.2 3.9 3.8 
02 2.3 ''I 24 

1993 Jul s.o :!.3 4.1 ·1.6 2.S - 1.2 2.3 2.0 2.7 
Aug 3.6 4 . 1 4.6 2.5 2.3 2.3 3.1 3.0 
Sop 4.S 42 46 2.S 15 1.5 3.2 3.1 
Oct 3.8 2.2 39 ·1.5 3.3 0.6 1.5 3.2 3.8 
Nov 4.0 3.9 4.5 2.5 1.7 1.5 3.1 3.8 
Doe 4.0 3.6 4S 3.3 - 1 1 I.S 1.8 2.4 

1994 Jan 48 20 ,, 0 4S 2.S 45 1.5 3.9 3.8 
Feb 4.4 ,, 3 4.5 3.3 1.7 I .S 3.1 3.0 
Mar 5.3 4.5 5.2 3.3 2.4 1.5 3.1 3.8 
Apr 4.7 2.3 •1.6 S.2 2.4 1.9 1.5 3.1 3.8 
May 4.0 4.6 4.5 2.4 0.6 2.2 3.1 3.8 
Jun 3.0 2.4 

1 Deflnrtions ol coverage and lrealment vary among counlrles 
2 Ftgures tor Greal Brrtaln refer 10 weekly earnings, on~ers Are hourly 
3 wes1ern Germany (Federal Republic ol Germany ootore unihcalion) 

9 Retail Sales (volume): index numbers 

1985 = 100 

Uniled2 UniiOd 
Kingdom Germany' France flaly EC Slates Japan Canada Major 7 OECD 

FMM GADD GADC OADE GADH GADA GADS GACZ GAEW GADG 
1980 86.4 103.3 101.0 83. 1 94.5 84.0 103.2 83.6 89.9 90.7 

1985 100.0 100.0 100.0 100.0 100.0 1000 100.0 100.0 100.0 100.0 
1986 105.3 103.4 102.4 106.0 104 .5 105.5 101 .5 104.6 104.5 104.4 
1987 11 0.6 107.5 104.5 11 2.0 100.8 108.4 107. 1 110.3 108.3 108.1 
1988 11 7.5 1 11.1 107.9 109 .5 111.B 11 2.6 111.4 114 6 1120 111.8 
1989 119.9 114.1 109.5 117 1 116.1 11~.6 115.8 114 .5 115.4 115.3 

1990 1208 123 7 110.3 1144 119.2 1164 121 7 112.0 117.3 117 4 
1991 1194 130.7 110.3 111.3 120.0 114.0 124.2 100.4 116.3 116.6 
1992 1202 128.2 110.5 1'17.0 120.4 117.6 120 8 101.6 117,8 117.8 
1993 124.4 122.8 110.7 11 3.3 118. 1 123.8 114.9 104.7 119.8 11 8.9 

1994 01 127.3 123.2 112.5 117.9 129.4 114.2 110.6 122.6 121.6 
02 128.4 109.9 

1993 Nov 126.1 122.0 109.1 1142 11 7.7 127.4 113.6 1058 121.5 120.3 
Dec 126.1 1213 110 1 105.2 11 6 2 129.0 112 4 106 5 121 .5 120.3 

1994 Jan 127.3 121.8 112.9 114 .5 118.9 1::>7.3 115.7 107.4 122.2 121 .0 
Feb 1268 122.9 110.7 116 5 129.4 113 0 110.9 122.0 120.9 
Mar 1277 124.8 113.9 11 8.4 131.6 113.9 113.5 123.7 122 8 
Apr 128.3 114.4 108.6 114.6 130.0 111.1 111 .5 121.5 120 2 
May 128.3 121.4 110.6 129 5 113. 1 121.6 
Jun 128.5 110.7 

Jul 129.2 
Aug 128.7 

Percentage change average ollatestlllree monlhs on tllat ot correspondrng porio<J ol previous yeru 

1994 Jul 3.6 
Aug 3.3 

Percentage c11ange average ol latestlhree months on prev ious three months 

1994 Jul 0.8 
Aug 06 

I Western Germany (Federal Republic ol Germany oolore unrllcation) 
2 Esllmates due to rebaslng to 1990 



Chart I: Gross domestic product 
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Chart Ill: Standardised 
unemployment 
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Chart 11: Consumer price index 
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Chart IV: Current account balance -
percentage of GDP at market prices 
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Chart V: Industrial production 
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Chart VII: Employment 
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Chart VI: Producer price inflation 
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Chart VIII : Wage earnings 
(manufacturing) 
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REGIONAL ECONOMIC INDICATORS 
(includes data up to 21 September) 

Summary 

- Average weekly hotL~hold disposable Income was highest in 
Greater London and the Rest of the South East and lowest in the 
West Midlands and the North in 1993. 

- Unemployment rates fell across all regions between May and 
August 1994. The rate of long-term unemployment also fell 
across all regions between April and July. 

- CBI/BSL regional trends survey into manufacturing indicated that 
businesses were optimistic and that output had increased in all 
regions in the four months to July. 

Gross domestic product, income and expenditure and 
pay (tables 1 to 7) 

I. Average weekly ho usehold disposable income, shown in Chart 
I, was £288 in the United Kingdom in 1993. Greater London and 
the Rest o f the South East were the only regions with above the 
United Kingdom average disposable income income. at £343 and 
£335 a week respectively. The West Midlands and the North had 
the lowest average disposable incomes at j ust under £250 a week. 

Chart 1 
Average weekly househo ld disposable 
income in 1993 
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2. Average weekly dis posable expenditure was £277 in the 
United Kingdom in 1993. Once again Greater London and the Rest 
of the South East, with spending over £320 a week. were the only 
regions willl expenditure above the United Kingdom average. The 
West Midlands, the North and Wales all bad average weekly 
expenditures below £250. 

Labour market (Unemployment, redundancies, 
employment) (t.abh:s 8 to ll) 

3. The unemploym ent rate, as a percentage of the workforce, 
fell in the UK from 9.4 per cent in May to 9.2 per cent in 
August The rate of unemployment fe ll across all regions. The 
largest falls over this period were in the Rest of the South East 
(0.4 percentage points), the North West and the South West 
(0.3 percentage points). 

4 . The unemployment rate as a percentage of the worlcforce 
in August, remains lowest io East Anglja (7.1 per cent) and 
bighest in Northern Ireland ( 13 .0 per cent). Chart 2 shows the 
regional variation in unemployment rates. 

Chart 2 
Unemployment (claimant count) as a 
percentage of total workforce: Aug 1994 
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5. The rate of long-term unemployment also fell in all 
regions between April and July. l11e largest falls were in the 
East Midlands, Rest of the South East. the Wesl Midlands and 
the South West (0.2 percentage points). Northern Ireland 
continues to have by far the largest rate of long-term 
unemployment (7.3 per cent). 

6. The Spring 1994 Labour Force Survey showed that, in 
comparison with the winter 1993/94 LFS (for all the regions 
where figures were available), the rate of roounda ncics fell in 
all regio ns except U1e Rest of the South East, the North and 
tbe West Midlands. Redundancy rates fell most significantly in 
tbe South Wc~t and the North West. 



7. Employees in employment rose in the UK by 0.4 per cent 
between March and June. Employment grew fastest in Wales. (1.6 
per cent), the South West (1.5 per cent) and East Anglia (1.0 per 
cent). Employment fell in the Norlb West (0.5 per cent), Greater 
London (0.3 per cent) and the West Midlands (0.2 per cent). 

Index or industrial production (table 12) 

8. Betweeu 1993 Q4 and 1994 Ql, Industrial production rose by 
1.0 per cent in U1e UK as a whole. Industrial production rose by 
0.5 in Scotland and 0.1 per cent in Northern Ireland. In Wales 
industrial production fell by 2.2 per cent. Growth below that of the 
United Kingdom in these regions implies relatively strong growlb 
in England o ver this period. Latest estimates for lbe United 
Klngdom show that growth in industrial production strengtheued 
to 2.1 per cent between 1994 Ql and 1994 Q2. 

CJUIBSL regional trends in manufacturing (tables 13 to 
17) 

9. Business optimism was positive in all regions in July. 
Optimism was strongest in Northern Ireland. 

10. As Chart 3 shows, output balances were positive in all regions 
(firms reporting rises in output less those reporting falls) indicating 
expanding output in the four months to July. Output growth was 
strongest in East Anglia, the West Midlands and Yorkshire and 
Humberside. 

Chart 3 
Vo lume of o utput CBIIBSL 
Regional T rends Survey in July 1994 
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11. Output. expectations for the four months from July. were 
strongest in Wales and the South East. T he only region expecting 
output to fall is Northern Ireland. 

12. The balance reporting incrt::ased volumes of new export 
orders (next 4 months from July) was positive across all regions 
except Scotland, indicating continued growth in new export orders. 

Dwellings (tables 18 to 20) 

13. The number of dwellings started in Great Britain varied 
from a rise of 32.7 per cent in the South West to a fall of 15.6 
per cent in Wales between 1993 Q2 and 1994 Q2. Over this 
period most regions saw an increase in housing starts; tbe only 
othe.r regions where they fell were the North West and 
Scotland. 

14. Between 1993 Q2 and 1994 Q2 the regional variation in 
the number of dwellings completed was very marked. Tbe 
East Midlands (26.3 per cent), East Anglia (13.5 per cent) and 
Greater London (10.4 per cent) saw strong growth. By contrast 
the largest falls were in number of competitions in the North 
West (9.9 per cent). U1e West Midlands (7.0 per cent) and the 
South West (5.9 per cent). 

15. The Department of the Environment's mix adjusted 
dwellings house prices .index for the UK rose by 2.4 per cent 
between 1993 Q2 and 1994 Q2. Strongest growth in house 
plices were in Greater London (7.2 per cent). the South West 
(6.4 per cent), and U1e West Midlands (4.5 per cent). House 
prices fell in Northern Ireland (2.J per cent), Scotland (1.5 per 
cent) and Wales (1.2 per cent}. Chart 4 shows the growth in 
house prices in England and falls in Wales, Scotland and 
Northern Ireland. 

Chart4 
House prices- percentage change 
1993 Q2 to 1994 Q2 
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V AT registrations and deregistrations (table 21) 

10 

10 

16. The only region to sbow a net increase in VAT 
registrations in 1993 was Northern Ireland. This was the same 
in 1992. All regions except the North West and Scotland 
showed a reduction in the net number of V AT deregistralions. 



1 Gross domestic product at factor cost: current prices 

£ million and percentages 

Percentage ol the UK1 

unned 
Klngdom1 Yor~s& East East Greater Rest of south West North Northem 

(£m) North Hurrber Midlands Anglia London South East West Midlands West Wales Scotland Ireland 

DC IX DCJF DCJD DCJC OCIZ OCPK OCWH DCJA DCJB DCJE DCJG DCJH DCJI 
1982 224 386 52 8.2 6.7 3.3 14.9 19.7 7.4 8.3 10.9 4.3 9.0 22 
1983 245668 5. 1 8.1 6.6 3.3 14.9 20.1 7.4 8.3 10.7 4.2 8.9 2.2 
1984 260475 5.0 8.0 6.7 3.5 14.7 20.3 7.5 8.4 10.7 4.2 8.8 2.2 
1985 289 515 5.0 8.1 6.7 3.5 14.8 20.3 7.5 8.5 10.5 4.1 8.7 2.2 
1986 320374 4.9 8. 1 6.7 3.5 15.0 20.5 7.6 8.4 10.4 4.2 8.5 2.2 

1987 351 254 4.9 8.0 6.7 3.5 15.1 20.6 7.6 8.4 10.3 42 8.5 2. 1 
1988 394 623 4.8 7.9 6.7 3.6 15.0 21.0 7.7 8.5 10.3 4.3 8.3 2.1 
1989 434974 4.8 7.9 6.7 3.6 15.0 21.1 7.7 8.4 10.2 4.3 8.3 2.1 
1990 472 t02 4.7 7.8 6.7 3.6 15.0 21.1 7.7 8.4 10. 1 4.3 8.4 2.1 
1991 488 971 4.8 7.9 6.8 3.6 14.8 20.9 7.7 8.4 10.0 4.3 8.5 2.2 

1992 508438 4.9 8.0 6.7 3.7 14.7 20.7 7.7 8.4 10.0 4.3 8.7 2.3 

1 UK less continental shel and statistical discrepancy. Source: Central StallstlcsJ Office 

2 Gross domestic product at factor cost: per head 

r 

United Yorks & East East Greater Rest of South West North Northern 
K1ngdom1 North Hurrber Midlands Anglia London South East West Midlands West Wales Scotland Ireland 

DCJJ DCJR DCJP DCJO DCJL ocws DCJK DCJM DCJN DCJQ DCJS DCJT OCJU 
1982 3985 3757 3746 3902 3 917 4 952 4 308 3 781 3 591 3788 3420 3894 3 173 

1988 6915 6145 6 312 6650 6901 8n2 7820 6538 6 413 6366 5955 6419 5299 
1989 7600 6799 6925 7 339 7666 9 641 8 641 7165 7003 6950 6459 7054 5809 
1990 8223 7266 7480 7893 8326 10407 9339 7 783 7 643 7460 6968 7752 6328 
1991 8 481 7675 7 777 8239 8 511 10 656 9 501 7999 7 837 7664 7 218 8123 6882 
1992 8766 7 994 8105 8 370 8959 10 819 9736 8300 8 137 7932 7 545 8 616 7 185 

1 UK less continental shel and statistical discrepancy. Source: Central Stat/st/csJ Office 

3 Total personal disposable income: per head 

1: 

United Yorks& East East Greater Rest ol South West North Northern 
Kingdom North Hurrber Midlands Anglia London South East West Midlands Wost Wales Scotland Ireland 

ocso OCSM OCSK OCSJ OCSG OCSF OCWt OCSH OCSI OCSL OCSN ocso OCSP 
1982 3392 3252 3222 3272 3 194 4235 3548 3 351 3103 3230 3064 3252 2844 

1988 5566 4 962 5157 5 269 5473 6868 6 218 5487 5155 5 155 4 807 5 187 4 758 
1989 6166 5412 5749 5966 6149 7697 6847 6 071 5699 5 716 5237 5659 5294 
1990 6621 5904 6146 6294 6532 8 418 7236 6402 6163 6178 5419 6351 5581 

11 

1991 7044 6480 6635 6730 6956 8858 7463 6 767 6559 6670 5899 6904 6173 
1992 7 543 7 040 7 150 7 1t2 7 577 9133 8030 7 171 7040 7 146 6442 7 617 6755 

Source: Central Statistical Office 

4 Household disposable income: per head 

£ 

unnod Yorks& East East Greater Rest ol South West North Northern 
Klngdom North Hurrber Midlands Anglia London SouthEast West Midlands West Wales Scotland Ireland 

DEPZ DEOA DEQB DEQC DEQD DEOE DEQF DEOO DEQH DEQI DEOJ DEQK DEOL 
1988 5306 4 817 4934 5 011 5420 6 301 5838 5466 4 852 4 897 4 737 5089 4589 
1989 5950 5363 5 542 5735 6 111 6981 6 627 6169 5465 5473 5153 5645 5073 
1990 6663 6024 6245 6368 6828 7747 7 273 6807 6183 6 167 6020 6558 5669 
1991 7083 6567 6674 6759 7 184 8212 7575 7234 6620 6578 6457 7033 6278 
1992 7503 7060 7 136 7096 7 712 8582 7 914 7 616 6998 6988 6978 7 640 6748 

Source: Central Statistical Office 

5 Consumers' expenditure: per head 

£ 

United Yorks& East East Greater Restor South West North Northern 
Kingdom North Hurrber Midlands Anglia London South East West Midlands West Wales Scotland Ireland 

OCVD OCVM OCVK OCVJ OCVG OCVE OCWD OCVH DC VI OCVL OCVN ocvo OCVP 
1982 3008 2740 2664 2828 2894 3780 3235 3 021 2821 2889 2 731 2856 2440 

1988 5247 4 527 4664 4 708 5201 6 710 5867 5375 4ne 4988 4 539 4 847 4 271 
1989 5720 4932 5090 5309 5707 7 246 6375 5806 5303 5430 5001 5177 4680 
1990 6053 5203 5303 5760 6037 7 547 6 715 6215 5 611 5 731 5417 5542 5050 
1991 6333 5548 5632 5968 6343 7769 7 021 6405 5832 6028 5760 5 789 5352 
1992 6598 5825 5980 6159 6 771 7980 7 393 6 754 6020 6222 6009 5967 5636 

1!11 

Source: Central Statistical Office 



6 Average weekly household disposable income and expenditure 

£ 

Un"e<l Yorks & East East Greater Rest of South West North Northern 
Kingdom North Humber Midlands Anglia London South East West Midlands West Wales Scotland Ireland 

Average WHkty dlepoaable ho uHhold Income 

DCXO DCXA DCXS DCXT DCXU DCXV DCXW ocxx DCXY DCXZ DCYA DCYB DCYC 
1993 288.44 246.67 263.31 277.52 286.01 343.15 335.40 273.51 248.47 277.82 257.65 274.52 266.24 

Average wHkly houaehold expenditure 

DCYD DCYE DCYF DCYG DCYH DCYI DCYJ DCYK DCYL DCYM DCYN DCYO DCYP 
1993 276.68 245.94 263.06 262.15 260.46 321.95 320.64 268.14 238.19 261.81 249.45 264.84 255.32 

Source: Family Expenditure Survey, Central Statistical Office 

7 Total average gross weekly pay 1 

£ 

UnHed Yorks& East East Greater Rest of South West North Northern 
Kingdom North Humber Midlands Anglia London South East West Midlands West Wales Scotland Ireland 

DEOG DCOK DCOI DCOH DCOE DC PI DEOH DCOF DCOG DCOJ DCOL DCOM DCON 
1991 Apr 283.80 258.00 257.90 26 1.30 268.90 361 .10 295.30 265.60 261.10 267.10 252.20 265.30 245.90 

1992Apr 303.80 282.30 277.30 276.10 288.40 385.30 315.60 283.10 279.90 285.50 270.90 286.70 269.60 

1993Apr 316.00 288.60 287.40 285.70 292.20 408.00 328.70 298.40 291.90 298.80 281.20 296.80 282.40 

1 Average gross weakly earnings of lull-time e~loyees on adu" rates whose Sources: New Earnings Survey, Ef7¥31oyment Department; 
pay for the survey pay.perlod was not affected by absence. Department of Economic Development, Northern Ireland 

8 Unemployment (claimant count) as a percentage of total workforce 

Seasonally adjusted 

Un~e<l York&& East East Greater Rest of South West North Northern 
Kingdom North Humber Midlands Anglia London SouthEast West Midlands West Wales Scotland Ireland 

DCKH DCKP DCKN DCKM DCKJ DCAA DEOB DCKK DCKL DCKO DCKO DCKR DCPL 
1989 6.3 9.9 7.4 5.4 3.5 5.1 2.9 4.5 6.5 8.5 7.3 9.3 14.3 
1990 5.8 8.7 6.7 5.1 3.7 5.0 3. t 4.4 5.8 7.7 6.7 8. 1 13.0 
1991 8.1 10.3 8.7 7.3 5.9 8. 1 6.0 7. 1 8.5 9.4 8.9 8.6 13.3 
1992 9.8 11.3 10,0 9. 1 7.8 10.6 8.3 9.4 10.6 10.8 10.0 9.4 14.0 
1993 10.3 12. 1 10.3 9.5 8.4 11.5 9.0 9.8 11.0 10.8 10.3 9.6 13.8 

1993Sep 10.3 12.1 10.3 9.5 8.1 11.7 9.1 9.4 10.9 10.7 10.4 9.7 13.9 
Oct 10.1 11.9 10.1 9.3 7.9 11.5 8.9 9.2 10.7 10.4 t0.2 9.6 13.7 
Nov 10.0 11.8 tO.O 9.2 7.8 11.4 8.7 9. 1 10.5 10.3 10.1 9.5 13.6 
Dec 9.8 11.7 9.9 9.1 7.6 11.2 8.5 8.9 10.3 10.2 10.0 9.4 13.4 

1994 Jan 9.9 11.8 10.0 9.2 7.8 11.3 8.6 9.0 10.3 10.3 10.1 9.5 13.3 
Feb 9.8 11.6 9.9 9.1 7.6 11.2 8.4 8.8 10. 1 /0, / 10.0 9.5 13.3 
Mar 9.7 11.5 9.8 9.0 7.5 1/.1 8.2 8.7 9.9 /0.0 9.9 9.4 13.3 

~y 9.5 11.4 9.7 8.9 7.3 10.9 8.0 8.5 9.8 9.9 9.8 9.3 13.3 
9.4 t1 .3 9.6 8.8 7.3 10.8 8.0 8.5 9.6 9.8 9.7 9.3 13.1 

Jun 9.4 11.3 9.6 8.8 7.2 10.8 7.9 8.5 9.6 9.7 9.6 9.2 13.2 

Jut 9.3 11.3 9.5 8.8 7.2 10.7 7.8 8.4 9.5 9.6 9.6 9.3 13.1 
Aug 9.2 11.2 9.4 8.7 7.1 10.6 7.6 8.2 9.4 9.5 9.5 9.2 13.0 

Source: Employment Department 

9 Long-term unemployed as a percentage of total workforce 
(those out of work for 12 months or more) 

Percentages 

UnHe<l York& & East Easl Grealer Restor South West North Northern 
Kingdom North Humber Midlands Anglia London South East West Midlands West Wales Scotland Ireland 

DCKS DCLA DCKY DCKX DCKU DCRB DCKT DCKV DCKW DCKZ DCLB DCLC DCLD 
19930ct 3.8 4.4 3.7 3.4 2.5 4.6 3.0 3.2 4.4 4.0 3.7 3.3 7.6 

1994Jan 3.8 4.5 3.8 3.5 2.6 4.6 3. 1 3.2 4,4 4.0 3.7 3.4 7.6 
Apr 3.7 4.4 3.6 3.4 2.5 4.5 3.0 3. 1 4.2 3.8 3.6 3.3 7.4 
Jul 3.6 4.3 3.5 3.2 2.4 4.4 2.8 2.9 4.0 3.7 3.5 3.2 7.3 

Source: Errp/oyment Department 



1 0 Redundancies 

Rates1 

Great Yorks & East East Greater Rest of South West North 
Brn&ln North Humber Midlands Anglia London SouthEast West Midlands West Wales Scotland 

DCXD DCXE DCXF DCXG DCXH DC XI DCXJ DCXK DCXL DCXM OCXN DCXO 
Autumn 1992 14.4 17.9 14.2 11.9 14.8 14.3 14.6 13.4 15.2 12.1 15.2 17.0 
Wlnler 1992 16.1 18.1 14.2 16.6 12.1 17.0 14.9 16.5 17.4 18.9 19.7 13.0 

Spring 1993 12.4 16.5 13.0 13.9 J 11 .4 11 .2 12.5 13.9 12.3 11 .4 11.5 
Surnrner 1993 11.2 14.1 12.2 11.8 _2 12.6 10.2 10.9 11 .2 10.6 15.8 8.4 
Autumn 1993 9.6 13.7 9.1 8.2 _2 11.2 9.5 7.0 10.3 7.3 12.0 10.8 
Winter 1993 10.6 12.7 11.4 10.9 14.2 10.2 8.2 11.5 10.4 11 .0 11.8 10.7 

Spring 1994 9.7 13.0 10.8 10.0 _2 9.3 9.3 8.7 10.5 8.7 10.6 9.4 

1 Redundancies per 1 ,000 er11>loYees. 
2 ~le size too sman to provkle a reliable estimate. 

Source: Labour Force SutVey. Errployment Department 

1 1 Employees in employment (all industries) 

June 1990 "' 100 

Un~ed Yorks & East East Greater Restor South West North Northern 
Kingdom North Humber Midlands Anglia London SouthEast West Midlands West wales Scotland Ireland 

DCLE DCLM DCLK DCW DCLG OCRC DCLF DCLJ-i DCU DCLL DCLN OCLO DCLP 
1992 94.8 98.0 95.8 96.0 96.3 90.3 92.9 94.6 94.0 95.6 95.8 100.5 101.0 
1993 94.4 97.3 95.4 95.8 97.3 89.0 92.0 95.4 93.2 95.3 97.0 101.2 101.6 

1993Sep 94.7 98.0 95.8 96.2 97.2 88.9 92.3 96.5 93.3 95.8 97.2 102.3 101.7 
Dec 94.7 97.8 95.3 96.4 97.8 89.5 92.4 95.4 93.4 95.3 97.1 101.6 102.6 

1994 Mar 93.8 96.9 94.7 95.4 97.3 89.4 91.5 94.6 92.3 94.3 96.0 100.3 102.1 
Jun 94.2 97.5 95.0 96.0 98.3 89.1 91.7 96.0 92.1 93.8 97.5 101.2 102.5 

Source: Errp/Oyment Department 

1 2 Index of industrial production 

seasonally adjusted 1990 • 100 

Unfted Northern 
Kingdom Wales Scotland Ireland 

OVZI DEOL OEOM DEPY 
1981 78.9 84.7 87.6 

1986 90.1 93.1 89.1 88.5 
1987 93.7 100.2 89.3 88.6 
1988 98.2 103.9 94.6 90.8 
1989 100.3 102.3 97.6 97.4 
1990 100.0 100.0 100.0 100.0 

1991 96.1 96.9 98.6 99.6 
1992 95.9 100.1 98.2 101.0 
1993 97.9 101.2 100.9 104.2 

199302 97.1 99.4 99.4 104.4 
03 98.3 100.8 102.0 104.1 
04 99.7 105.1 103.1 105.8 

199401 100.7 102.8 103.6 105.9 
02 102.8 

Sources: Central Stalls Ileal Office; Welsh Office; 
The Scontsh Office; Norlhern Ireland Office 



13 Manufacturing industry: optimism about business situation 

Balance1 

Uniad Yorks& East East South South West North Northern 
Klngdom North Humber Midlands Anglia East West Midlands West Wales Scotland Ireland 

DCMO DCMW DCMU DCMT DCMO DCMP DCMR DCMS DCMV DCMX DCMY DCMZ 
19930Ct 1 - 19 1 -2 10 3 -3 14 8 9 21 17 

1994Jan 27 15 26 12 40 32 34 37 24 33 11 24 
Apr 13 -2 3 23 21 16 1 32 27 36 3 -12 
Jul 11 1 8 14 27 25 8 23 3 25 5 30 

1 Balance In percentage olllrms reporting rises 16ss those reporting tails. Source: CBilSSL Regional Trends Survey ISSN:0960 7781 

1 4 Manufacturing industry: volume of output 

Balancet 

UnHed York.s & Easl East South South West North Northern 
Kingdom North Humber Midlands Anglia East West Midlands West Wales SCotland Ireland 

Paet 4 months 
DCLO DCLY DCLW DCLV DCLS DCLA DCLT DCLU DCLX DCLZ DCMA DCMB 

19930ct -4 8 4 14 3 - 2 32 8 22 7 -22 

1994 Jan 9 -4 21 14 3 13 - 1 15 14 30 28 - 18 
Apr 12 7 10 36 12 25 17 29 8 35 27 -14 
Jul 17 6 31 30 40 29 15 37 2 17 25 12 

Next 4 monthe 
DCMC DCMK DCMI DCMH DCME DCMD DCMF DCMG DCMJ DCML DCMM DCMN 

1994 Jul 13 6 11 27 12 31 1 23 7 34 23 -8 

1 Balance In percentage olllrms reporting rises less those reporting falls. Source: CBIIBSL Regional Trends Survey /SSN:0960 7781 

15 Manufacturing industry: volume of new orders 

Balancet 

Unlad Yorks& East East South South West North Northern 
Klngdom North Humber Midlands Anglia Easl West Midlands West Wales Scotland Ireland 

Paet 4 monthe 
DCNA DCNI DCNG DCNF DCNC DCNB DCND DCNE DCNH DCNJ DCNK DCNL 

199;30ct 8 -4 -7 1 - 15 26 4 7 10 -21 

1994Jan 11 7 24 11 10 22 4 13 9 19 22 
_, 

Apr 16 4 4 21 5 31 25 29 1 31 30 8 
Jul 18 19 19 30 35 27 12 28 3 25 10 15 

Next 4 mo nths 
DCNM DCNU DCNS DCNR DCNO DCNN DCNP DCNO DCNT DCNV DCNW DCNX 

1994 Jul 16 1 15 23 10 39 13 21 22 33 - 1 11 

1 Balance In percentage otllrms reporting rises less those reporting falls. Source: CDIIBSL Regional Trends Survey ISSN:0960 7781 

1 6 Manufacturing industry: volume of new export orders 

Balance1 

Unhed Yorks& East East South South West North Northern 
Kingdom North Humber Midlands Anglia East West Midlands West Wales Scotland Ireland 

Past 4 months 
DCNY DCOO DCOE DCOD DCOA DCNZ DCOB DCOC DCOF DCOH DCOI DCOJ 

19930Ct -a - 14 -15 -9 -13 -2 - 27 -6 -2 1 10 -32 

1994 Jan 8 11 -1 - 5 8 - 18 3 1 2 29 -29 
Apr 10 12 - 5 13 8 19 3 14 3 13 38 20 
Jul 14 13 12 28 39 20 - 10 28 14 3 31 12 

Next 4 monthe 
DCOK DCOS ocoa DCOP DCOM DCOL DCON DCOO DCOR DCOT DCOU DCOV 

1994 Jul 19 5 3 18 15 32 5 25 28 18 21 6 

1 Balance In percentage or firms reporting rises less those reporting falls. Source: CBIIBSL Regional Trends Survey ISSN:()96() 7781 

1 7 Manufacturing industry: firms working below capacity 

Percentages 

UnHed Yorks & East East South South West North Northern 
Kingdom North Humber Midlands Anglia East West Midlands West Wales Scotland Ireland 

DCOW DCPE DCPC DCPB DCOY DCOX ocoz DCPA DCPD DCPF DCPG DCPH 
19930ct 60 57 62 59 56 58 51 67 55 54 36 69 

1994 Jan 57 54 59 64 74 61 45 70 63 59 43 55 
Apr 59 62 56 57 64 55 63 63 46 66 52 68 
Jul 54 68 58 50 65 55 50 54 66 62 54 64 

Source: CBIIBSL Regional Trends Survey ISSN:0960 7781 



1 8 Permanent dwellings started 

Numbers 

Unhed Yorks & East East Greater Restor south West North Northern 
Kingdom North Humber Midlands Anglia London South East West Midlands West Wales Scotland Ireland 

DEOI DCRZ DCRX DCRW DCRT DCRR DCWL DCRU DCRV DCRV BUA BLFA BLGA 
1992 164 427 7 708 12 680 12 817 7 866 11 966 31 980 13 835 14 428 16018 0 915 18544 7670 
1993 193 302 7 752 14 531 16147 9814 14 755 37 451 15 507 15189 19968 10583 22914 8 691 

199302 2376 3738 4 181 2835 4 042 9856 4070 3850 5896 2977 5945 
03 1984 3801 4435 2647 3415 9 315 3913 3857 5000 2 430 5082 
04 1 524 3278 3675 1857 3 517 8718 3575 3261 3 619 2075 5355 

1994 01 2466 4016 4 010 2393 4 051 10062 4 283 4 787 5353 2533 59041 
02 2 621 4662 4 639 2909 4 996 11 207 5399 5017 5712 2 514 5904 

1 Estimated. Sources: Department of the Environment; 
Department of the Environment, Nbrthem Ireland 

1 9 Permanent dwellings completed 

Numbers 

Unhed Yorks & East East Greater Rest or south West North Northern 
Kingdom North Humber Midlands Anglia London SouthEast West Midlands West Wales Scotland Ireland 

DEOJ ocvz DCVX DCVW DCVT DCVR DCWM ocvu DCVV DCVY BLII BLFI BLGI 
1992 178 760 7964 13196 14 256 9545 15 556 35228 15 703 15 019 17 364 9644 17 570 7 715 
1993 182253 7304 14 377 14 644 9622 13 518 38307 15061 15940 18 673 9 287 20322 7 198 

199302 1 976 3417 3001 2042 3611 8926 3761 3 543 4957 2077 4522 
03 1802 3526 3653 2630 2 953 8752 3788 3 812 4 149 2345 4 772 
04 1 921 4 150 4354 2624 3439 9799 4082 3 711 5127 2795 6356 

1994 01 1 494 3128 4069 2545 4091 9003 3360 3146 4 548 2353 4 707 
02 2 109 3365 3 791 2318 3987 8634 3 540 3296 4 467 2205 4 7071 

1 Estimated. Sources: Department of the Environment; 
Department of the Environment, Northern iroland 

2 Q House prices 1 

1990 : 100 

Unhed Yorks & East East Greater Restor So~lh West North Northern 
Kingdom North Humber Midlands Anglia London SouthEast West Midlands West Wales Scotland Ireland 

DCPO DCPY DCPW DCPV DCPS DCPJ DCPR DCPT DCPU DCPX DCPZ DCOA DCQB 
1992 94.9 104.9 102.3 95.5 92.0 86.2 86.0 91.4 97.2 102.7 97.5 113.1 109.1 
1993 92.5 107.1 103.3 92.8 87.5 84.8 84.4 87.7 95.8 98.7 98.5 117.3 113.5 

199302 91 .5 105.3 98.3 91 .7 86.5 85.0 84.5 84.4 92.4 97.6 101.1 118.9 111.7 
03 94.3 111.0 106.1 94.3 89.6 87.3 86.0 90.0 97.9 98.5 96.1 118.8 120.6 
04 92.3 109.1 102.5 92.9 87.0 81.6 84.0 90.3 98.1 98.6 99.0 115.4 113.6 

1994 01 92.5 108.8 101.7 91 .7 86.8 84.2 86.0 85.9 98.5 100.7 96.0 114.1 118.3 
02 93.7 107.9 99.5 93.2 89.0 91.1 86.0 89.8 96.6 98.1 99.9 117.1 109.4 

1 These Indices adjust tor the mix or dwellings (by size and type, whether new Source: Department of the Environment 
or second-hand) and exclude those bought at non-market prices. 

21 VAT registrations and deregistrations: net change1 

Thousands 

Unhed Yorks& Ea.st East South South wost North Northern 
Kingdom North Humber Midlands Anglia East West Midlands West Wales Scotland Ireland 

DCYO DCYS ocvr DCYU DCYV DEAD DCYX DCYY DCYZ DCZA DCZB DCZC 
19902 55.0 1.6 3.3 3.1 1.4 24.0 3.7 4 .2 6.1 2.1 4.2 1.3 
19912 3.0 0.1 0 .6 0.2 0.8 - 1.4 1.5 ~.4 0.9 0.6 
1992 -42.0 -1 .4 -2.8 - 2.1 - 1.9 -18.9 -5.9 - 3.3 -3.6 - 2.3 ~.4 0.5 
199~ -28.0 ~.8 - 1.6 - 1.5 -1 .2 -9.6 -3.8 -3.0 --1 .4 - 1.8 -1 .1 0.7 

1 Registrations less de registrations. 3 Includes adjustments to allow tor the eNacts or changes Introduced In 
2 Includes adjustments to allow tor the eNacts of changes Introduced In the the November 1993 budget. 

1990 and 1991 budgets. Source: Department of Trade and Industry 



RECENT TRENDS IN OVERSEAS DIRECT 
INVESTMENT 
by Robert Hay, Central Statistical Office 

Summary 

Key points: 

e Between 1984 and 1990 the net contribution of earnings on overseas direct investment to UK gross national product 
rose from 0.5% to 1.7%. although it has subsequently fallen back somewhat ( 1.1 % in 1993). 

• Earnings on UK direct investments abroad rose more rapidly up to 1989, and fell less rapidly between 1989 and 1991. 
than the corresponding earnings on overseas direct investment in the U K. However, the latter recovered significantly 
in 1993. in both absolute and relative terms. 

e The rate of return on outward direct investment has remained relatively stable around 11% over the last decade, whilst 
the rate of return on inward direct investment has fallen from 17% in 1984 to 8% in 1993. 

e The percentage of outward investment in developing countries (excluding offshore centres) has increased from 9% 
in 1984 to 24% in 1992. 

e The US remains the most popular location for UKdirect investment with 37% oft he level of outward direct investment 
assets at the end of 1992, whilst the level of outward investment in developing countries (excluding offshore centres) 
amounted to 8%. 

Introduction 

This article takes a closer look at the comribution of overseas direct 
investment to the UK's economy :m cl the trends in direct investment 
over the past ten years. The analysis is based on the results of the 
CSO'sannual and quarterly inquiries into overseas direct investment. 
1t draws upon the figures derived from these inquiries and published 
most recently in detail up m 1992 in CSO Business Monitor MA4 
1992 Overseas Direct Investment. The data for 1993 arc currently 
available in less detail and arc provisional. 

Defmition of overseas direct investment 

Overseas direct investment relates to investment in a company in 
another economy with a view to having a significant innuence in the 
management of that company. For the purposes of the UK National 
Accounts, a holding of 20% or more of the voting shares in a 
company constitutes a direct investment. A large part of overseas 
direct investment measured in this way is therefore investment by 
companies in their overseas subsidiaries. The inquiries conducted 
by the CSO col lect information on direct investment flows both into 
the UK by overseas companies nnd by UK companies investing 
overseas. The inquiries also record the levels of investment held and 
the earnings accming from these investments. In the balance of 
paymenL~ accounts, earnings allributable to a direct investor arc 
covered in the current account, whether or not they are remiued in 
the form or dividends, ie. earnings include reinvested earnings. 
Direct investment relates only to those cross-border earnings, flows 
and levels which are attributable to the d.ircct investors; it does not 
include for example where an overseas-owned company raises 
money in the UK to fund its own activity in the UK. Direct 
investment assets arc recorded ut book values, which tend to be 
below market values depending on their age stmcturc, etc. 

The importance of overseas direct investment 

Net direct investment earnings (i .c. earnings overseas attributable to 
UK companies less earnings in the UK attributable to overseas 
companies) is an important component or net property income from 
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abroad (NPI) which also includes income from portfolio investment, 
ie. purchases and sales of securities not involving management 
i nnucnce, and interest on other forms of borrowing and lending. N PI 
is added to the UK's gross domestic product ie. the income arising 
from the output of the economy, to produce the gross national 
product (GNP) ie.the income attributable to residents of an economy 
from both domestic and overscns activity. 

Chart A 
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Net contribution of overseas 
direct investment earnings 1 to 
gross national product (GNP) 

Percentag-e 
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Note: 1 Overseas earnings due to UK less UK earning due abroad 



Chart A shows that in recent years the contribution of direct 
investment earnings to the UK's GNP has risen significantly from 
0.5% (£1.5bn) in 1984 to 1.7% (£8.5bn) in 1990. More recently the 
contribution has fallen back. Preliminary information for 1993 
indicates a contribution of £6bn, equivalent to 1. 1% of GNP. 

Direct investment flows 

The fact that the contribution of direct investment earnings to the 
UK's national output increased in the 1980s is not surprising. The 
increased liberalisation of markets within the developed world, 
notably within the European Union, and the opening up of major 
markets in the developing and eastern block countries has led to 
increased flows of direct investment. As the level of investment 
increases, so the earnings capacity should increase (subject to 
favou rable economic conditions) leading to higher earnings 
attributable to the UK parem company. Direct investment activity 
also increases as more companies plan in global terms with a multi­
national presence and shifts in new investment and funding to take 
advantage of financial developments in profitabiLity, exchange rates 
and tax regimes. The growth of multi-national companies also 
increases the complexity of di rectinvestmentrelationships eg. some 
own subsidiaries in offshore tax havens such as Bermuda and the 
Cayman islands for raising and holding funds which may be 
redistributed to a wider range of overseas count des. 

The increased activity is illustrated by Chart B, which shows the 
Oows of outward and inward direct investment over the last ten 
years. Both inward and out ward investment rose substantially during 
the late 1980s, coinciding with favourableeconomicconditions both 
in the UK and in the major developed countries and, as already 
mentioned, the emergence of the European Single Market. With the 
economic downturn in the early 1990s in most economies, invest.mem 
overseas tended to decline, although not simultaneously in all cases. 

The downturn in inward investment coincided with lower levels of 
profitability in the UK,C$pecially in sectors where overseas companie$ 
had a strong presence. The indications are that in the latest year, 
1993, outward investment is picking up again as UK companies have 
more money to invest, especially as overseas profits rise. Inward 
investment has remained relatively low, although previous evideJlce 
suggests that inward investment tends to Jag outward investment il1 
the previous upturns and downturns, so one might anticipate that a 
rise in inward investment will follow. 

Rates of return 

The fact that outward investment has outstripped inward invesunent 
in all but one of the last ten years goes some way to explaining the 
increased contribution to GNP. However, as the level of inward 
investment has like outward investment, also increased substantially 
particularly in 1989 and 1990, one might expect the contribution to 
GNP to be offset to a certain extent by increased earnings due 
abroad. Chart C shows the earnings of outward and inward direct 
investment for the past 10 years. It shows that between 1985 and 
1992 the net earnings (outward less inward) increased, bur .in the 
Latest year, 1993 the gap has narrowed. The picture in terms of rates 
of return on direct investment is shown in Chart D. These rates of 
return are the earnings, after tax and depreciation, attributable to the 
overseas investors as a percentage of the book value of attributable 
direct investment assets. The chart shows that the rate of return on 
out ward investment has remained relatively constant at around 11%, 
whilst the rate of return on inward investment has fallen quite 
significantly from 17% in 1985to4% in 199l.risingagainto8% 
in 1993. 

The book value of direct investment assets is based on the value of 
assets recorded in companies' accounts. It could be argued that 
calculating the rate of return based on the market value of direct 

Chart B Flows of overseas direct investment 

25 

20 

15 

10 

5 

0 

• Ol,ltward investment 

~ Inward investment 

Billi9ns 

-54-------~------T-------~------~------~----~------~------~------~------~ 
1984 1985 1986 1987 1988 1989 1990 1991 1992 1993 



Chart C Earnings on overseas direct 
investment 
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investment assets would be more meaningful given that earnings are 
recorded at market prices. However no estimates are currently 
produced for direct investment at market prices because of the 
difficulties in producing consistent and robust estimates on that 
basis. lt is generally accepted that market values tend to be higher 
than book value estimates for individual companies and therefore 
the rates of return used in the analysis are higher than if they were 
based solely on market prices. 

Factors affecting inward investment 

In considering why the different patterns for rates of return have 
occurred, account needs to be taken ofthedifferent factors influencing 
inward and outward investment. Investment in the UK will be 
affected to a large extent by the economic conditions prevailing in 
the U K, as well as the policy of the overseas parent company. At a 
timeofstrongeconomicgrowth in the UK, one would expect inward 
investors to be attracted to the opportunities available in the U.K. 
whereas in periods of recession overseas companies will be looking 
possibly for opporrunities elsewhere. The fact that the rate of return 
on inward investment has continued to decline both through the 
period of economic growth during the late eighties and the economic 
recessions in the early nineties suggests that other factors are also 
involved. To understand what these factors are it is helpful to break 
down the rates of return of direct investment by industry. Chart E 
displays a breakdown of the inward rate of return by major industry 
groupings. Two of the groupings. manufacturing and services 
(excluding finance) show a rise during the time of good economic 
conditions in the late eighties and then a gradual decline as we 
entered the nineties. This is due in part to the fact that t!)ose sectors 
with a strong overseas presence, eg.t he motor and computer i nd us tries 
and property, have sbowo particularly pronounced fluctuations in 
profits. That combined with the extensive restructuring by some of 
these companies has had a major effect on the overall level of 

Chart E Rate of return 1 on inward 
investment by industry 
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Chart F Outward Investment: Regional analysis 
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camings from inward investment. The other two sectors financial 

services and miscellaneous industries (energy, construction and 
agriculture) show much sleeper declines over the last eight years and 
account for the general decline in rates of return in the late eighties. 
The decline in the rate of return in the linancial sector (particularly 
banks where provisions for bad debts affect the timing of recorded 
pro tits) is the resuJlof a more gradual decline in earnings up to 1989 
followed by a steeper drop in earnings, whilst the level of investment 
grew quite strongly throughout the same period. The miscellaneous 
(energy, construction, and agriculture) sector is dominated by 
investment in the North Sea oil industry. The fall in the rate of return 
there is consistent with the more general decline in the returns of oil 
companies operating in the North Sea in the mid to late eighties as 
profit margins became tighter. The rate of return has since levelled 
off as the affects of cost cutting exercises have fed through. 

Factors affecting outward investment 

The factors underpinning the more stable rate of return on outward 
investment differ from inward investment because earnings on 
outward investment arc affected by the economic conditions in the 
wide range of countries in which UK companies invest. Not all 
countries share the same economic cycle and a fall in profits 
resulting from a downturn in the economy of one country can be 
offset by improved profits resulting from an upturn in the economy 
of anot her country. In contrast. inward earnings will reflect the 
economic cycle in a si nglc economy, viz. the UK. However the fact 
that40%ofthe UK 's outward investment is in the US means that the 
UK' s exposure to thccconomiccondilions prevailing in that country 
is greater than elsewhere and any increase in the coincidence of the 
economic cycle in different economics will affect UK outward 
earnings. Thus, unlike inward earnings, an analysis of outward 
investment by industry is likely to be less illuminating than an 
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analysis of the different countlies in which U K companies invest. 

Chart F shows the distribution of outward investment among the 
major countries. The allocation of direct investment to individual 
countries is primarily based on the immediate country in which the 
investment is made. Subsequent flows of investment into third 
countries via holding companies in the immediate country are 
attributed to the immediate country. The chart shows the dominance 
of North America (in particularthe US) as the favoured location for 
UK investment in the mid to late eighties, accounting for70% oft he 
total outward investment in L987. However, in more recent years 
investment in North America has fallen back substantially, although 
it should be noted that the figures are net of substantial investrnem 
flows by US subsidiary companies back lo their UK parcnls. The 
fact that the tom I figure for outward investment has decreased. whilst 
the flows into the developing countries have remained relatively 
constant has meant that between 1984 and 1992, the percentage 
share of investment flows accounted for by the developing countries 
{primarily Middle and Far East countries excluding Japan, Latin 
American and Caribbean countries, and the newly emerging states 
of the Eastcm B lock. but excluding offshore centres) has increased 
from 9% to 24%. 

Chart G shows the rate of return on investments in the different 
regions. The rates of return are prepared on the same basis as for 
charts D and E. Although the general levels in the rates of return in 
different areas have differed, there has not been a pronounced cycle. 
Investments in tlledcvelopingcountricsand in particular the countries 
of the Far East (excluding Japan) have demonstrated a higher rate of 
return, fluctuating around 17% to 18%. whilst developed countries 
have maintained a relatively stable rate of return oo investment at 
about I 0%. These countries which are offshore tax havens such as 
Bermuda and the Cayman Islands arc separately identified. 



Chart G Outward investment rate of 
return1 by region 
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Levels of outward inves tment 

A lthough there has been some relative increase in the 
proponion of UK direct investment in the developing countries, 
when one considers the total stock of direct investment assets in the 
various regions at the end of 1992 as shown in chart H. the 
developing countries sti ll only account for 8% of the overal l stock of 

Chart H 
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UK direct investments overseas. Obviously in determining which 
countries to invest in, UK companies take account of a wide variety 
of factors other than simply the rate of retum. The language and 
cultural similarities, historical background and thecconomicstabi lity 
of the host country are some of the relevant factors which ex,plain 
why North America and more particularly the US, pr~ves such a 
popular destination for UK companies, accounting for 41 % of the 
stock of investment. Another popu Jar destination (second only to the 
US) accounting for nearly a third oft he 26%shareofUK investment 
in the EC is the Netherlands. Here again historical and cullural links 
are relevant and in particular the existence of some large Dutch­
Anglo companies, such as Shell and Unilever. However, another 
reason is that many UK companies use the Netherlands to locate 
intermediate holding companies through which they conduct their 
operations in other parts of the world. The importance of Offshore 
centres such as Bermuda and theCayman Islands is reinforced by the 
fact thatthese locations account for 11 %ofthetotal direct investment, 
slightly less than the rest o f the developed World excluding North 
America and the EC. 
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