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Abstract of a thesis submitted in partial fulfilment of the requirements of Shefficld Hallam
University for the degree of Doctor of Philosophy.

The Impact of the Single Market of the European Union on the Manufacturing Sector in a Sub-

Regional Economy

This thesis is an investigation into aspects of the impact on the manufacturing sector in South
Yorkshire of the Single European Market (SEM) legislation of the European Union. The SEM
represents a major economic integration programme of the European Union. It is of interest,
therefore, to assess how producers are reacting to the implementation of the programme of legislation.
It is widely expected that the degree of competition for markets will be enhanced and it is relevant to
consider which manufacturing companies are the most likely to be taking steps to prepare, and what
forms of preparation activity are taking place. It is also of concern to gauge what impact, if any, this
has had or is likely to have on corporate performance. The SEM represents a fundamental change to
the trading environment in which producers operate and, although it is expected that winners and
losers will emerge from this process, it is estimated that a net gain will accrue, The logic behind the
introduction of the SEM, in terms of the standard theory of international economic integration,
appears to be sound. It is a remedy to a previously fragmented collection of national markets, and
estimates of the expected impact over the medium to long term have been rather dramatic. In the UK
economic environment, as elsewhere in the EU, the SEM is just one of many business influences and
pressures which are considered and reacted to by the corporate sector in pursuit of achieving a
successful business outcome. Nevertheless, the impact of the SEM is expected to be significant. South
Yorkshire is a good example of an industrial sub-region struggling to come to terms with the new and
emerging realities of world trading. It has a high proportion of industrial sectors thought likely, on the
grounds of market and production characteristics, to be vulnerable to the impact of the extra
competition embodied in the SEM. It therefore forms a good case study.

The empirical analysis in the thesis is based on the results of a survey of 139 manufacturing
companies located in South Yorkshire in March, 1994 (ie. not long after the official completion date
for the introduction of the SEM legislation on January Ist, 1993). Data has been derived by
questionnaire on the following company characteristics and activities: general corporate structures;
activities in preparation for trading in European markets in general and, more specifically, in the
SEM; recent company performance levels; and information and advice needs of companies with
regard to trading in the SEM. A number of statistical analyses are applied to the data and the findings
are presented within the context of the underlying economic rationale. An original contribution to
knowledge is made in the following respects. The data reveals varied involvement of the South-
Yorkshire based manufacturing sector with activities in preparation for trading in the SEM in

particular and, more generally, for trading in more open European markets. The scale and extent of



involvement in preparation activity and the types of activity undertaken are shown. Five key strategies
and two lesser but nevertheless important strategies are shown to be common forms of preparation
activity. These are:

1. A marketing strategy.

2. A product development strategy.

3. A market position strengthening and staff recruitment/development strategy.

4. A short-term structural investment and staff training strategy.

5. A collaborative distribution strategy.

6. A long-term structural investment strategy.

7. A knowledge acquisition strategy.

Conclusions are also drawn about the advice and information preferences of manufacturing firms in
their desire to find out more about the SEM, and certain characteristics of the companies typically
involved or not involved in preparation activity. An assessment has also been made of the influence of

the companies involvement in preparation activity on certain indicators of performance.

The results indicate that manufacturing firms are not taking the SEM very seriously although most
have been alerted to the need for some form of preparation activity. This activity has centred,
principally, upon improvements in marketing strategy although other strategies, based upon adapting
to new standards and regulations, staff recruitment and development and, implementing a programme
of restructuring and rationalisation, are also important. The firms surveyed have considered their
conduct in terms of product, process and organisation and have adopted strategies related to
marketing, product design and development, human capital investment, organisation restructuring
and collaboration to improve the distribution network. A majority of the companies would like more
advice and information about the SEM; especially in the field of EU financial assistance, although
strong interest was shown also in other aspects such as appropriate marketing strategics and EU
technical. standards and regulations, Companies taking steps to prepare are much more likely to be
branch\subsidiaries of larger companies with very large annual turnovers and competing mainly
against rivals based beyond the borders of the UK. Those that have taken steps to prepare are more
likely to be reporting increasing sales, market share and an ability to compete in not only EU and

world markets but in domestic ones as well.

Richard Luker
March 1997
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Chapter One : Setting the Scene

1.1 Introduction

The original and continuing aims of the European Union (EU) have been to maintain a
peaceful and unified economic space in Europe within which member nations can
share in increased economic prosperity. The pursuit of these aims has been a pre-
occupation of the architects of the EU since its inception in the post-war period. The
legislation to introduce the Single European Market (referred to throughout this thesis
as the SEM or Single Market) represents a further attempt to promote international
economic integration within the union. The SEM legislation, which had a target
completion date of the 1st January 1993, enshrines four key freedoms within the
fifteen] member nations: freedom of movement of goods, freedom of movement of
services, freedom of movement of people and, freedom of movement of capital.
Progress towards the objective of completely free movement of these four entities has
not proved to be easily achievable (see Dinan, 1995 for instance). However a
significant amount of previously frustrating barriers have been removed and,
particularly in the field of visibles (ie. goods), there has been much liberalisation of
intra-European trade.

This thesis seeks to shed light on how manufacturing companies (as a sub-set of the
traded goods séctor) are reacting to what is, in fact, the deepening of the EU customs
union (El-Agraa,1994), and secondly, to consider some of the implications of this
reaction. In creating a 'level playing field' to encourage companies to engage more
routinely in European wide markets, it is reasonable to expect that the level of
competition in each particular market place will be enhanced. This is as relevant to
those companies which trade largely at a local or domestic level as it is to those which
are already engaged in trade across parts or all of Europe and, indeed, the rest of the
world.

Footnote 1. The fifteen members are: Austria, Belgium, Denmark, Eire, Finland, France, Germany, Greece, Italy,
Luxembourg, Netherlands, Portugal, Spain, Sweden, UK.




























































































































































































































































































































































































































































































































































































































































