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Opsomming 

Uitvoergeleitlr ekonorniese groei is '11 helangrike kenmerk van hyna alle ekonomic:? \vat 

die afgelope dertig jaar heduidende groei getoon l e t .  Ook in Suid-Afrika na 1994, is 

die vurl~oging van ekonorniese groei dew middel van (lie versnelling vari ui tmm dew die 

regering as '11 l~elaligrike beleid herkeri. 

Outeilrs soos Dunning (1997) en Shankarmahesh. Olseri and Honeycutt Jr.  (2005:203) 

stem saam dat dit rlie rneer is "of' regcrings betrokke moet wees ill tiic toedeling vari 

I~nlpbronr~e en die bevorderirlg van liantlel nip. maar eerder "hoeveel" en "\vatter tipe" 

regcringsbetnrkkcnheid daar moct wees. Sasionale h~rlplxor~rie is cgter skaars. daarom 

word 'n groot mate van selektiwiteit benotlig vir die ontwikkrling en i~i~plc~iirritering van 

nitvuert~rvorderingstr;ltcgiec en -aktiwiteite (Cuyvers. 20111:256). '11 Lmd \vat ekor~oniie- 

se groci wil stirnuleer dew nitvoerl)cvorrlering rrwwt tusse~i heperktc alternatiewr: onder- 

skei (.Jaffe. Salazar b: Brarnhila. 1996). "Die uitdagings waarvoor regeririgs tc s t a m  korri 

is die noot1s:iaklikh~id om op sprsifieke sektc~re vir nitvocrl~evorderirig te  fokns en on1 hul 

beperkte 111rlpbronrre aari hierdie sektorp toe te ken" (Shankarrndirsh et  (21.. 2005:201). 

Hirrrlie selektiwiteit rrioet gcbaseer word op die orit1t:rling vari realistiese uitvwrgdeent- 

hetle. 

Dir aktietve rol \vat die Asiatiese regrrings gespwl het in die ontwerp van a m -  

sporingsprogramme vir die bevortiering van spesifieke birlrielantlse sektore het tot die 

uitwersukses vari (lip Asiatiese "tier-ekor~omieC" 1)ygetlra (Glenda) & IVdii. 2000). 



Die privaat- en openhare uitvocrl)evordering-instelli~igs kom in hair uitvoerlande te 

staari voor 'n dnht)rle toekenningsprobleem. naarnlik hoe om skaars hulphronne aan ak- 

tiwiteite in verskeie uitvoern~arktc~ te bestre; en hoe om die linlphronne aan alterriatirwe 

uitvorrhrvortlering-instruriie~~tc: toe te ken (Cuyvers. De Pelscacker. Rayp k Roozen. 

1995:173). Sniil-Afrikaanse liandelbevordering-orgariisrr~ies het '11 soortgelj-kr probleem. 

soos amgedui in (lie Sasionale Uitvoerstrategie: "Suid-Afrika se hnidige uitvoerbevordc 

ring-aktiwiteite het staatgcrriaak op historiese uitvoerprestasie-te~~cic,~lsr. Huidige bevorde- 

ringsaktiwitc4te nee111 nie nuwe uitvoergeleenthede in onontginde markte r ~ f  gcleenthede 

vir nuwe prorlukte in bestaar~de markte in ag nie" (DHN. 2005:47). 

Hierdir studir is in opdrag van (lie Drpartenient v;rn Handel en Nywrrhc:id (DHN) 

uitgevoer m fokus eersterls op die toepassing van 'n bes~llit(~~t~t~r~te1llling~~l0~~f!l vir Slid- 

Afrilia. Die rriodel is gebaseer op die hesluitontlcrste~~ningsmotlel v a t  drur Cuyvers e t  

nl. (19'35173.186) ontwerp is. Tw-rerlens het die str~die die bestaande l~esluitor~dcrsteu- 

riingsmodel aimgrpas deur die, Snid-Afrikaarisr hantlelsituasit: in ag te rieem. Derderis 

identifiseer die studir realistiwe ~~itvoergeleerithede tesariie met die uitvoerkeririis van die 

DHS. en groepeer hierdic realistiese uitvoergeleentl~edr in 13 groepc volgrns gwgraficse 

verwar~tskap. Hierdir groepering van uitvoergclernthetle s d  die DHN in stnat stel orri 

hrllle hevorderingsaktiwiteite te fokus asook iiulle in staat te stel or11 heperkte iiulp- 

l~roiine nieer effektief t,e allokeer. 

Die resultate van hierdic stridie dra by tot strategirse heleitlsvorming oor uitvt~er- 

bevordering as deel van die Nasioriale Uitvoerstategie vari Suid-Afrika en verskaf aan die 



V 

DHN wetenskaplik ver;intwoordbare realist,iese uitvoergc~lwnthede (DHN. 2005:47-56). 



Abstract 

Export-led economic growth has heen an i~nportant feature of alrr~ost all economies wherc: 

significant economic growth has taken place over thr  previous thirty years. After 1994. 

the achievement of economic growth thm~igh the acceleration of cxports has been recog- 

nised as an imperative policy bj- the South Africa11 governnlent. 

Autliors such as Dunning (1'397) and StiankarmaIlc?sh. Olseri and Honeyutt Jr .  (2005: 

203) agree that it is no longer "if' governments should be i~lvolved in the allocatior~ of 

resources antl the prornotio~i of trade. but the pri~~cipal questions are "horn much?" arid 

"what kind of?" government i~lvolverrient there s l io~~ld he. How-ever. national resources 

are scarce and. therefore, great selectivity is requirrd in tlevclnping and implerneriting 

esport prornotior~ strategies and activities (Cuvvcrs. 200-1:256). Lirrlited alternatives 

shonltl bc considered u.11~11 a nation wish to stimiilatc cronomic growth through export 

promotion. (Jaffe. Salazar 6r Brambila. 1996). "The rhallerlgcs faced by gover~imer~ts. 

therefore. lie in the necessity to choose speritic sectors for export pronlotior~ antl allocate 

their limited resources among these sectors" (Shankarrnallesli, r t  a1.. 2005:204). This 

selectivity st~ould bc hased on t h ~  analysis of potential export opportu~lities. 

l'he involvemrr~t of gvvernments in the designing of export promotiur~ programmes 

to prorriotr specific domestic sectors has led to the export success of the Asian "tiger 

ecotiornies" (Glenday br Silii, 2000). 

In many exporting countries, however. public and private rxport promotion institu- 



vii 

tions face a double allocation problem namely how to allocate lin~ited resources to acti- 

vities in different export markets, and how to allocate the resources to  alternative esport 

promotion instrammts (Cuyvers. Dc Pelsmacker. Rwyp and Roozen. 1'3'35:173). Soutll 

African tratle promotion organisations face a similar allocation prohlem as expressed in 

the National Export Strategy (SES): "South Afrira's current export promotion activities 

havc: relied on historical (,sport performauce trends. Current promotion activities do not 

take into considrratiou nexv export opportunities in unosploited markets or opportunitic.; 

for new products in existing markets. There was little: if any. scientific justifiration for 

current funding of rsport promotiorr activities" (DTI. 2005:47) 

In the light of the above rnentio~~rd this study was c:on~misiorietl hy the Department 

of 'l'ratlc, and Intlustry (DTI) and firstlj- forused on the application of a Decision Sup- 

port hlotlel (DSSI) for South Africa. 'l'he DSSI for South Africa was 1,ased on the DSXI 

de\-eloped 1,- Cuyvers t.t ( ~ 1 .  (1995:173-186). The DSM was adapted by taking tlif South 

African tratle circun~stances into consideration. The I I P ~  step was to ideutify realistic, 

export opportunities with the rlsc of the DSSI and thereafter. with the export expertiso of 

the DTI. rluster these realistic export opporturiitics into regional clustrr.;. These export 

clusters will enable the DTI to focus their export promotion activities and to  allocate 

limited resources nwre efficiently. 

The results from this study contribute towards strategic policy makir~g on export 

prorriotivn and will he part of the NES of South Africa arid will provide the DTI with 

scientifically justified realistic export opportunities (DTI. 2005:47-56). 
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Introduction 

1.1 Problem statement 

The involve~nent of govcrnnlents in the designing of export prornotion prograrl~mes to pro- 

mote specific domestic sectors has led to the export snccess of the Asian " tiger economics" 

(Glenda? & Ndii. 2000). 

Anthors such as Dlmning (1997) and Shankarnlallesh. Olsen and Honeycutt Jr. (2005: 

203) agree that it is no longer "if' governments shonld be involved in the allocation of 

resources and the prornotion of trade. but the principal questions are "how much?" and 

"what kind of?': government involvement there should he. However. national resources 

are scarce and, therefore. great selectivity is required in developing and implerr~enting 

export promotion st,rategies and activities (Cuyvers. 2004:256). Limited alternatives 

should he considered when a nation wish to stinnilafe economic growth through export 

promotion (Jaffe, Salazar & Brarnbila. 1996). "The challenges faced by governments. 
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therefore, lie in the necessity tu choose specific sectors for export promotion and allocate 

their limited resources among these sertors" (Shankarn~ahesh. et nl., 2005:204). This 

selectivity should be based on the analysis of potential export opportunities. 

The rest of the chapter is comtrncted as follows: section 1.2.1 will give a short overview 

of the role that governments play as Trade Promotion Organisaliuns (TPO) in the worlcl 

and section 1.2.2 will focus on the need for a Derision Support hlodel (DSRI) for export 

promotion in South Africa. In 1.2.3 the current situatiou vn the prioritisation of export, 

promotius1 will be discussed. The objectives of the study are stated in section 1.3, followed 

by the demarcation of the study in section 1.4. 111 section 1.5 the niethotlnlogy of the 

stndy will he disc~ssserl. In section 1.6 the importance of the stndy is highlighted. followed 

by an outline of the study. The chapter concludes with sectior~ 1.8. 

1.2 Background 

1.2.1 The role of governments as trade promotion organisations 

How effective am government assisted export promotion prograrnrnes? According to 

Wilkinson and Brunthers (2006:233-252). several studies have shown tiiat government 

assisfance has proven to be useful and that a positive relationship exists between the firm 

satisfaction of export perfom~ance and government-sponsor~d trade shows. Ge~ict~lrk 

and K o t a b ~  (2001:51-723 found that export success can be attributed t,o goverrnrleut 

in>-olvement, where the competitive positions of firms improved through export assistar~ce. 

Another study conducted bp Coughlin and Cartwright (1987) considered the effect of a 

$10110 increase in t,he government's export promotion programmes and found that this 

resulted in all increase of $432000 in exports. Export success ca t  illus be attributed to 
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the i~~volvement of government,s. 1x1 the next sectiorl the need for a DShl as a tool for t,he 

South Afriran government t,o pron~ote exports in an efficierit manner will be discussed. 

1.2.2 The need for a decision support model for export promo- 
tion in South Africa 

The Department of Trade and Industry (DTI): as the export promotiou authority of 

the South African government. has recently indicated that a more extensive study on 

export promotion in South Africa would greatly wsist senior mauagement to ensure that 

government resources are nsed to maximum potential in detern~iriirig priority rnarkev to 

comhat the challenges of globalisation in the followi~ig areas (Erero, 2004): 

It will result in a list of priorit,]- mal-kets for South African products that can 

be pro-actively applied to government financing schemes and foreign promotional 

strategies. 

It will give govrrnrnent a clear sense of where it should deploy it's Foreig~i Economic 

Reprrs~ntatives to hest effect. 

It would lead to optimal us r  uf financial and humar~ resources in governme~it to 

proniote exports. 

Results from t,his st,udy introduced into the Custoniised Sector Prugramn~e may 

enhance t,he irnplenientation of this programme. 

From this it can he  cor~cluded that the South African govenlmcnt wants to fnlfill i t 's  

obligation. not only to assist potential exporters, hut, also t o  prioritise export promotion 

activities in such a mariner that will lead t o  the highest success rate for exporters in 
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foreign markcts. In the next sect,ion the current need to justify export pru~nut,iou nclivities 

srientificnlly from a goverrlment perspective will be discussed. 

1.2.3 The current situation on the prioritisation of export pro- 
motion activities in South Africa 

Various export promotion schemes are available for South African exporters and these 

export promotion schemes will he discussed in chapter 2 of the study (sec section 2.6). 

"The current fnnding of export promotion activities in Suut11 Africa relies on historical 

export prrfor~nance trends. Lit& if any, scieritific justification could be given for the 

cnlmmt funding of export, prornotion activit,ies and these export promotion activities do 

not take into consideration new export opportunities iri unexploited niarkets or opportu- 

nities for new products in existing nlarkets" (DTI, 2005:47) 

According t o  the Xational Export Strategy (NES) these export prornotion srhemrs 

need t o  address r he following shortcomings (DTI, 2005:55): 

rn Increase the competitiveness of exporters ill order to gain access to foreign markets. 

rn l~irrease the number of existing exporters in South Africa 

rn Increase the value and volume of exports fur South Africa. 

A Decision Support Model (DSRI) approach will help to justify export pro~notion 

activities sci~ntifically in the future and act as a tool for the Sout,h Africa11 govern~ncnt 

t o  address the shortcomings mentioned above. 

From an  export prornotion perspective, a DShI will enable thc DTI, as the TPO in 

Sout,h Africa, wit11 a powerful tool to ideutify realistic cxport opportnnitirs for Sout,h 
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Africa on a country/product level: but more importautly t o  prioritise export assistance 

for potentially successful exporters. This assistance will in turn lead to exporters that 

have the ability t o  access forcign bnsiness opportunities for their specific products. The 

identification o l  these rcalist,ic export markets will lead t o  all iucrease iu export pro- 

fitability of firms and increased export volnnies aud in turn address the shortcumings 

nientior~cd in sections above. The results from the application of the DSSI for South 

Africa will contribute towards strategic policy design oil rxport promotiur~ and will be 

intrgratcd into the DTIk NES for South Africa (DTI, 2005:47-56). 

1.3 The objectives of the study 

The objectives of this study are to: 

0 First,ly, apply a DShl for South Africa: ba.sed or1 the DShI which was developed by 

Cuyvers. De Pelsmackcr. R a y  and Ri~ozen (1995:173-186) taking into consideration 

the specific export condit,ions for South Africa (including data on country risk, 

~~racrcrecor~omic data  and international trade statistics). 

0 Secondly, analyse and discuss the results obtair~ed from each of the filters of the 

DShI and adapt these filters where necessary to accommodate the South African 

trade circim~stances. 

0 Thirdly. provide thc DTI with the resr~lts from the DShI in order for them t o  justify 

export promotion activities scientifically in the future. 

0 Lastly. to provide export clusters for goverrlnmlt t o  prioritise their cxport promio- 

tion activities in the future. 
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1.4 The demarcation of the study 

T h c  study will apply the DShI as developed by Cuyvers r t  al. (1995:173-186) employing 

the niost recent available data as provided by t h c  DTI (see sections 1.5.2, 3.2.2, 3.3.2). 

The sequential filtering process will be followed a3 per t,he original DShl. but some ad- 

justments are made within filter 3 to incorporate the SoUh African trade circumst~anc.es 

(see sections 3.4.2 and 4.4.2). After consultation with thr  DTI it was indicated that a 

clustering exrrrise of the prioritised countries will enable them to allocate their resources 

more efficiently (see section 8.6) .  The methodology of the study will he discussed within 

the nexr section. 

1.5 The methodology of the study 

1.5.1 Literature review 

The likratnrt. survey will give an overview on the theory relating to the importance of 

exports as a determinant of growt,h (see section 2.4). The literature study will discuss the  

role of governments as TPO and how governmclrts rat1 provide assistance to firms taking 

into consideration the different stages oE export involvement of these firms. Tile effec- 

tiveness of these export promotion activities perfor~ncd by governments will subsequently 

be discussed. Thereafter, an overview of current export p romdon  activities provided by 

the DTI, the TPO in South Africa, will be given. The DShI will be introduced as a tool 

used by the DTI to iclentify rcnlistic export opportt~nities for Sout,h Africa in an effort to 

allorate limited government resources more efficieutly. 

T h c  DShI is a detailrd examination of markets and products. which provides a snb- 

stantial filtering proress of potential trading partners and product comhinatior~s. an11 
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narrowing down thr list of gloM opport,unitics in terms of both count,ries and pro- 

ducts. The results from this study contribute toxvards strategic policy making on export 

promotion and are part of the NES of South Africa (DTI. 2005:47-56) 

1.5.2 Empirical study 

The empirical study will concentrate on the application and adaptatioll of the DShf de- 

veloped hy Cuyvers et  al. (1995:li3-186) to the South African trade circumstances. 

With the application of the DSM. realistic export opportunities for South Africa will 

be identified at a country of destination level and at Standard International Trade Classi- 

fication (SITC) 4-digit product level. The DShl uses a sequential filtering process (using 

4 filters) that will eliminate less profitable export opportunities and focus or1 thnsr mun- 

tries and product con~hiriations that show the most potential. 

In ordcr to implement t h m ~  filters. various data will be required. The first filter exa- 

mines political and cotnniercial risks. and combines these risks with economic size and 

growth of potential trading partners. Country ratings provide vital inforrnatiou regar- 

ding the political and commercial risk associated with a sppcific country. Country ratings 

are provided by various private arid public institutions, one such institution is the Office 

National Du Ducroire (ONDD) (OYDD, 2005). The ONDL) provides risk assess~nmt 

on export trailsaclions in terms of political risk in the short, medinm and long term as 

well as commercial risk of the country. In filter 1 of the DShl tnodel the country ratings 

provided by the ONDD will be used to determine whether a romtrv sliould be further 

investigated as a potential export market. The reason to use the ONDD country ratings 
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was t,hree fold: the first reason is Credit Guarantee's. the South African counterpart of 

the ONDD, country risk ratings were less detailed than those pn~vided by ONDD. The 

second reason was that the ONDD country ratings were used as a reference point when 

the OECD country ratings were developed and the last reason was that the original DSM 

developed by Cuyvers et al. (1995:173-186) employed t,he country ratings of the ONDD 

and thus a comparison could be done. The World Development Indicators and World 

Ecor~ornic Outlook provide data on the size and growth of the economies of countries. 

Data on GDP and GDP per capita as well as GDP growth and GDP growth per capita 

arr obtained from the above mentioned sources. 

Thr  second filter examines trade Rows of product groupings betwrm countries, taking 

into account both short and medirnn term growth rates. It alsu cxnmines the respective 

import market sizes. Import data for the period 2000 to 2002 (SITC 4-digit) wcrr 01,- 

tained from t,he World Trade Ar~alyser database provided by the DTI on those counLries 

chosen in filter 1. as well export data for South Africa and the total market for the same 

period. This data will form the basis of the second filter. 

The third filter is more product and market-specific. and examines market concentra- 

tion of countries, and other market access issues related specifically to particular product 

groupings. An alterrra.tive filter was introduced a s  a proxy for t,rade barriers (see section 

4.4.2) to adjust for the South African trade circumstances. In filter 4 the final analyses 

of the results wrre done. A clustrring exercise was done after consultation with the DTI 

in an effort to establish target cluster export regions (scc section 4.6). 
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Figure 2.1: Share in world merchandise and commercial services trade by region, 2005
(Percentage share)
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illustrated in Figure 2.4.
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Figure 2.2: South African total trade

In Table 2.3 basic economic statistics on South Africa are given. The Table illustrates

that real GDP growth for 2004 was 4.5% and for 2005 a growth rate of 4.9% was achieved.

South Africa achieved an economic growth rate of 5% in 2006 (SARB, 2007). In the same

periods export volume growth was reported as 2.5% for 2004 and 6.7% for 2005.

- -
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Structure of South African exports
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Figure 2.3: Structure of South African exports

Structure of South African imports
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Source: DTI, 2006

Figure 2.4: Structure of South African imports

Given the overview of current international trade trends as well as the situation of

South African exports and imports, the next section will discuss the importance of exports

in general and focus on the importance of exports as a determinant for economic growth.

--- -- -- - ---
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1-

:.":C

Source: DTI, 2006

35

Figure 2.5: TISA's export offerings

and facilitation as well matching markets and logistical requirements (DTI, 2006).

2.6.5 Export Marketing and Investment Scheme (EMIA)

The main aim is to incur some of the cost related to the international marketing of

firms' products. Offerings under EMIA include: Trade National Pavillions, Individual

Exhibitions, Out and Inward Trade Mission Support, Primary ~Iarket Research, Patent

Registration, Investment Mission Support and Sector Specific Assistance (DTI, 2006).

These export offerings provided by TISA encompasses the major objectives of export

promotion programmes as given by Cavusgil and Zou (1994) and Francis et at. (2004:479):

. knowledge of export practices











CHAPTER 3. THE METHODOLOGY OF THE DSM 40

Filter 1: Macro economic analysis

,
r

r

3.2.1
3.2.2

,
Filter 2: Detecting possible export opportunities

... --~~

Selectionon the basis of country riskrating
Selectionon the basis of macroeconomicindicators
- GDPand GDPper capita
- GDPgrowth and GDPper capita growth

3.3.1
3.3.2

Determiningshort and mediumterm importgrowth
Determiningrelativeimportmarket size

ortunities

3.4.1
3.4.2

Degreeof market concentration
Import restrictions: Distance

Filter 4: Final analysis of export opportunities

3.5.1 Degreeof market importance

Figure 3.1: Flowcharl of the filtering process of the DSM

3.2 Filter 1: Macro economic analysis

3.2.1 Selection on the basis of country risk ratings

Country ratings will form the base for the first elimination process of the DSM. Country

risk ratings provide information regarding the politicall and commercial2 risk associated

with a specific country. Country risk ratings are provided by various private and public

institutions. In South Africa the Credit Guarantee Insurance Corporation (CGIC) pro-

vides country risk ratings, but the categories are broadly defined and not of particular use

for this study. Another institution that provides this information is the Office National

1Political risk refers to political uncertainty within a country, default or suspension of payments or
low levels of foreign currency. (Source: http://www.ondd.be)

2Commercial risk takes into consideration export credits and investment circumstances within a
country. (Source: http://www.olldd.be)

-- -
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Scaling Factor
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Figure 3.2: Scaling factor as function of the RCA

gij ~ Gj (3.4)

where gij denotes the rate of growth of imports either on the short or medium term

of product group j by country i. If gW,j denotes the total world export of product group

j then Gj is calculated as:

. Gj = gW,jSj , if gW,j > 0 and

In Table 3.3, a 1 is given in column 2 and 3 if the condition in equation 3.4 is fulfilled

for the short and medium term (see Table 3.3) (For results see section 4.3).

3.3.3 Determining relative import market size

In section 3.3.2 the growth of imports in the short and medium term were considered as a

measure to eliminate less interesting export markets. To determine whether a particular
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Table 3.4: Determining the value of alpha numerically.

SITC-product combinations
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Figure 3.3: Determining the value of Alpha in filter 3

3.4.2 Import restrictions

At this stage of the DS~'I the current study does not include the second part of filter 3's

methodology followed by Cuyvers et at. (1995:180-181) and Cuyvers (2004:261-262) in

Alpha- Number of Difference Average
value country/product arrive 1,0 arrive 1,1 ...... arrive 4,0

combinations
0 8131
0.1 8154 23
0.2 8182 28
0.3 8215 33
0.4 8248 33
0.5 8283 35
0.6 8313 30
0.7 8335 22
0.8 8370 35
0.9 8396 26
1 8429 33 298 298
...... ..... ..... ..... ..... .....

12.2 9517 0 20 19.09091 ..... 43.25 27.44697
..... ..... ..... ..... ..... ..... ..... .....

20 10138 4 78 77.27273 ..... 74 76.42424
Min 27.44697

0.00
0 -.:t co N <0 ,.... -.:t 0:> C"') 0') -.:t 0') It)

It:! C! <'! ,..: ci N M aD cD cO
..... ('I') -.:t <0 0') ..... ..... ..... ..... ..... .....
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Filter 1: Countryrisk ratings

238 countries

~.
206 countries with a country risk score below

8.09

;~

184 countries enter next stage due to
data limitations

Figure 4.1: Flowchart of filter 1: Country risk score

arbitrary a1 value. In the South African DSM the value chosen for a is 0.067 for both

the analysis of GDP and GDP per capita. The result was that 35 countries were chosen

on the basis of GDP and 49 countries on the basis of GDP per capita. The total single

country selection for filter 1: GDP and GDP per capita analysis was 582 countries (see

Appendix A, Table A.3). For instance if an a value of 0.5 was chosen, then the number

of countries included in this filter on the basis on GDP and GDP per capita would be 101

and 184 respectively. As discussed in section 3.3.2, all 184 countries can enter the GDP

growth and GDP per capita growth analysis and have another chance of being included

into filter 2, whether they were included in the previous stage or not. Figure 4.2 and

Figure 4.3 illustrate the number of countries eliminated when alpha is increased from 0

to 1 in increments of 0.001 in terms of GDP and GDP per capita respectively. In Figure

4.4 the results of the filtering process due to GDP and GDP per capita are illustrated.

lThe Q value is chosen on the basis that a small change in the value will not have a huge effect on
the number of countries included in the model (see 3.2.2)

2The number is not calculated as the sum of countries chosen in GDP and GDP per capita analysis
because some countries may be chosen in both analysis
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Determining Alpha
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Figure 4.2: Determining the value of alpha in terms of CD? analysis

Determining Alpha
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Figure 4.3: Determining the value of alpha in terms of CD? per capita analysis.

4.2.3 Results of GDP growth and GDP per capita growth
analysis.

In section 3.3.2, countries not included after filter 1: GDP and GDP per capita analysis

were given another opportunity to be included in filter 2, due to the fact that some of

these countries may present potential export opportunities in terms of their growth. In

order for these countries to be included in terms of GDP growth and GDP per capita
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Filter1: GDPandGDPpercapitaanalysis

184 countries

~
135countries (GDP) 59 cou!1tries (GDPper capita)1

,~
II184 countries enter GDPgrowth and GDPper

capita growth analysis

Figure 4.4: Flowchart of filter 1: CDP and CDP per capita analysis.

growth, their growth for the respective years should be higher than the average of all the

other countries. This resulted in 44 countries being chosen. Figure 4.5 illustrates the

number of countries that satisfied the GDP growth and GDP growth per capita analysis,

as well as the number of countries entering filter 2. In Table 4.1 the 84 countries entering

filter 2 are listed, unfortunately data could only be found for 74 of these countries.

Countries such as Antigua and Barbuda, Benin, Bosnia and Herzegovina, Luxemburg

(included with Belgium's data) Macoa (China), Netherland Antilles, Puerto Rico, Serbia

and Montenegro and Slovak Republic were not included due to insufficient data.
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Filter 1: GDPgrowth and GDP per capita
growth analysis
-- - 184countries

~
44 countriesselected in terms of GDPgrowth

and GDPper capitagrowth
~

.

~'
'~

Total selectionof 84 countriesafter filter 1

~.
Data availablefor only74 countriesthat enter

Filter2

.~

Figure 4.5: Flowchart of filter 1: GDP growth and GDP per capita growth analysis.

4.3 Results of filter 2: Detecting possible export op-
portunities

In this section a possible 46 1023countryjproduct combinations are introduced. These

country jproduct combinations will be categorised into 8 categories as shown in Table 3.3.

In Table 4.2 and 4.3 the results of the categorisation in terms of products and countries

are given respectively. In Tables 4.2 a breakdown of the SITC-product combinations per

category are given as discussed in Table 3.3. The last column of Table 4.2 indicates the

number of selected product combinations which totals 13 1694. SITC-product combina-

tions categories 0 to 9 contribute 18,3%, 2,4%, 13,1%, 3,1%, 1,5%, 8%, 25,5%, 13,6%,

13,9% and 1% respectively towards the 13169 product combinations in terms of the 8

categories discussed.

3The number can be calculated as the possible 623 SITC-product combinations multiplied by the 74
countries entering filter 2.

4This number can be calculated from Table 4.2 as the summation of the totals of category 3 to 7
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In Figure 4.6 the categorisation of countries and product are illustrated in terms of a

flowchart.

Filter 2: Categorisation

46102 country/product combinations

~
Category3

1688
Category 4

9893

,~
Category5

1588

!~
13169 country/product combinations to enter

Filter 3

Figure 4.6: Flowchart of filter 2: Categorisation of countries and products.

Table 4.4 gives an indication of the number of SITC-product combinations with a

RCA > 1. From Table 4.4 only 128 of the 623 SITC-product combinations have a RCA

> 1 or 21%. In the next section the focus will be to further reduce the 13169 product

combinations already identified.

--

Categories / Countries 0 1 2 3 4 5 6 7 Selected
Switzerland 395 44 46 13 90 12 2 21 138
Taiwan 403 67 16 20 61 22 4 30 137
Thailand 371 44 46 11 138 1 3 9 162

Trinidad Tobago 394 45 76 0 107 0 0 1 108
Turkmenistan 444 104 27 4 44 0 0 0 48
Ukraine 311 28 98 0 183 0 0 3 186
United Arab Emirates 332 54 52 5 167 1 0 12 185
UK 250 14 10 86 42 29 23 169 349
USA 214 7 6 189 5 70 34 98 396
Total 26028 3143 3762 1688 8904 525 464 1588 13169
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Filter 3: Degreeof market concentration
13169 country/product combinationsenter

Filter 3

~
Category3 - critical value 0.07

Category4 - 6 - critical value 0.75
Category7 - critical value 1.42

~
9517 country/product combinations

,c:;==
.

...

.

.
.
.

,~

Figure 4.7: Flowchart of filter 3: Degree of market concentration.

4.4.2 Distance as a proxy for import restrictions

As discussed in the previous chapter (see section 3.4.2), distance between Pretoria, South

Africa and the capital of each of the 74 countries will be used as a proxy for import

restrictions. A critical value is calculated as in equation 3.10. The Q value chosen is 0.91.

Only 10 countries distance is closer than the critical value of 6155 km. The 10 countries

are as follows: Burkino Faso, Chad, Comoros, Djibouti, Equatorial Guniea, Ghana,

Kenya, Mali, Niger and Saudi Arabia. As could be predicted most of these countries are

on the African continent and, therefore, according to the distance criteria only, should be

relatively easier to export. The DTI has indicated that the African continent is a high

priority and further studies relating to exports to these countries should be undertaken

(see section 5.4). The number of potential export opportunities increase from 9517, due to

the degree of market importance, to 14987 because of the distance indicator (see section

3.4.2). There are 5470 extra potential export opportunities to these 10 countries. The

distance criteria should in the future be further investigated and another possible solution

---
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to use as a criteria could be to develop a logistic index (see also section 5.3). In the next

section the 14 987 export opportunities will be further reduced when filter 4 is applied.

In Figure 4.8 the results of filter 3, degree of market importance and distance is given.

Filter3: Distance

Degree of market concentration
9517 country/product combinations

1~
Distance« 6155km- 10countries)
5470 country/product combinations

~
14987 country/product combinations to enter

Filter 4

Figure 4.8: Flowchart of filter 3: Distance.

4.5 Results of filter 4: Final analysis

In filter 4 it was determined whether South Africa has a relatively large or small market

share for a specific product group j to country i in terms of equation 3.11. The following

4 categories were identified:

. 1: South Africa's relative market share is relatively small.

· 2: South Africa's relative market share is intermediately small.

· 3: South Africa's relative market share is intermediately high.

· 4: South Africa's relative market share is relatively high.
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Filter 1: Macroeconomicanalysis' Country risk rating - CV8.09 - 184countriesselected . ~
Macro economic indicators
- GDP and GDP per capita - 58 countries selected
-GDP growth and GDPper capita growth - 44 countries selected
74 CO~rltrie~enter Filter 2 . " ..

Filter 2: Detectingpossibleexport opportunities

~
46102 country/product combinations
- Category 3 - 1688 country/product combinations
- Category 4-6 - 9893 country/product combinations
- Category 7 - 1588 country/product combinations
.13169 countryjRroduct combinations to enter Filter 3~ ~._ ,.~ .,~ ~ . ,, " - n_ _._ _'_'.y' ~_.,.~_ ~, ~"'_ _. _~~.~,~~~__

Filter 3: Realistic ex ort 0 ortunities

Degreeof market importance(HHI)

, - 9517 country/product combinations
Distance «6155 km - 10 countries)
- 5470 country/product combinations
J4987country/,productcombinationstoent~r Filter4

Filter 4: Finalanalysisof export opportunities
~- . - - - . - - . - ~ .-. -.-' ~ -

Apply criteria for Filter2, 3 and 4
9690 country/product combinations to cluster

, ~. - - , , ~ < . -.'--- . -- ~-~ - .>.-

Figure 4.9: Flowchart of the final result of the filtering process.

4.6 Clustering of the results of filter 4

In the previous sections the results obtained from the DSM, constructed for South Africa,

were discussed. The top 25 SITC-product categories per number of export opportunities

and the top 20 countries per number of export opportunities were highlighted. After

consultation with the DTI and Mr. Riaan Le Roux, Chief Export Directorate, a cluste-

ring process followed according to regions in the world as deemed important by the DTI.

Some of the 74 countries were excluded from the filtering process due to limited realistic

export opportunities as identified through the model as well as the lack of foreign offices.

In this section the results of the clustering process will be given.

- -- - --
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The study identified 12 clusters in collaboration with the DTI. These 12 regional

clusters include: Africa, Asia, Western Europe, Middle Europe, Eastern Europe, Scandi-

navia, Baltic States, Middle East, Australasia, North America, South America and the

Caribbean. In the followingsubsections these 12 clusters will be discussed in relation to

the countries included within these clusters and the number of realistic export opportuni-

ties per cluster and/or country identified within the study. In Figure 4.10 the 12 clusters

are illustrated.

Realistic Export Opportunities: Global Clusters

North America
Western
Europe

Clusters

c==J RestofW,
_Caribbean
_NorthAmerica
_ Scandinavia.._--
_Region
_ WesternEuope
_ EasternEurope
_ Australasia
_MiddleEurope
_MiddleEast
[=:! BalticStales_....

Figure 4.10: Globalclusters accordingto overall share of realistic export opportunities.

4.6.1 Africa

Countries within this cluster include: Burkina Faso, Chad, Equatorial Guinea, Ghana,

Kenya, Mali, Niger and Senegal. The total number of export opportunities that exist

within this cluster totals 824. The major contributors include Ghana with 132 realistic

export opportunities followed by Senegal with 111 and Kenya with 104 realistic export

----
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opportunities. Figure 4.11 indicates the countries included in this cluster (see Appendix

B, Table B.l).

Africa
Cluslershareoflotal ""'"

realisticexportopportunities ~

.......

-

.'

Figure 4.11: African Cluster.

4.6.2 Asia

In Figure 4.12 the Asian cluster is highlighted. Singapore, Taiwan, Hong Kong, Japan,

Thailand, Indonesia, India, Korea Republic and China form the basis for the Asian clus-

ter. The Asian cluster contributes 1420 realistic export opportunities and the major

contributors are China with 259, Korea Republic with 220 and India with 198 realistic

export opportunities (see Appendix B, Table B.2).

Europe has been subdivided into 3 regions that include: Western Europe, Eastern

Europe, and Middle Europe. In the next sections these regions are discussed according

to their number of realistic export opportunities and the countries included within each
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Asia Cluster share of total ~
realistic export opportunities ~

Figure 4.12: Asian Cluster.

of these regional clusters.

4.6.3 Western Europe

The main contributors to the Western Europe cluster include: France with 209 realistic

export opportunities, Italy 184 and Germany and Belgium-Luxemburg both contributing

172 realistic export opportunities. Other countries included in this cluster are as follows:

Austria, Cyprus, Greece, Ireland, Malta, Netherlands, Portugal, Spain, Switzerland and

the UK. The cluster contributes 20.7% to the overall realistic export opportunities iden-

tified. In Figure 4.13 these countries are illustrated (see Appendix B, Table B.3).
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Western Europe
Cluster share of total ~
realistic export opportunities \;,f!j;I

Figure 4.13: Western Europe Cluster.

4.6.4 Middle Europe

The following countries are included in the Middle Europe cluster: Albania, Bulgaria,

Czech Republic, Croatia, Hungary, Poland, Romania and Slovenia. In Appendix B, Table

B.4 the number of realistic export opportunities for these countries are given. In total

the Middle Europe cluster contributes 1512 realistic export opportunities, 249 of the

opportunities are contributed by Czech Republic and 227 opportunities by Croatia. The

Middle Europe cluster is graphically represented in Figure 4.14.

--
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MiddleEurope Cluster share of total ~
realistic export opportunities ~

Figure 4.14: Middle European Cluster.

4.6.5 Eastern Europe

The Eastern Europe cluster consists of Armenia, Georgia, Moldova, Ukraine and Russia.

The total cluster contributes to 7.5% to the overall share of realistic export opportuni-

ties. The Eastern Europe cluster is graphically represented in Figure 4.15. The main

contributor to this cluster is Russia with 169 realistic export opportunities (see Appendix

B, Table B.5).

4.6.6 Scandinavia

Sweden, Finland, Norway and Denmark are included in the Scandinavian cluster. Den-

mark contributes 162 and Norway 147 realistic export opportunities to the total of 545

realistic export opportunities (see Appendix B, Table B.6).

-- -- --
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Eastern Europe
Cluster share of total
realistic export opportunities

Figure 4.15: Eastern European Cluster.

Scandinavia Cluster share of total
realistic export opportunities

Figure 4.16: Scandinavia Cluster.

4.6.7 Baltic States

Latvia, Estonia and Lithuania contributes 152, 158 and 179 realistic export opportunities

--
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to the total export opportunities respectively. The percentage contribution to the overall

share of realistic export opportunities for the Baltic States is 5% (see Appendix B, Table

B.7).

BalticStates
Cluster share of total
realistic export opportunities

Figure 4.17: Baltic States Cluster.

4.6.8 Australisia

Australia and New Zealand form the Australisian cluster. The total contribution made

by these two countries to the overall realistic export opportunities is 3.1%. Australia has

139 realistic export opportunities and New Zealand 166 realistic export opportunities

(see Appendix B, Table B.8).

---
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Australasia
Cluster share of total (f"\
realistic export opportunities ~
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Figure 4.18: A ustralisian Cluster.

4.6.9 North America

The North American cluster has 434 realistic export opportunities with Mexico, Canada

and the USA contributing 117, 142 and 175 realistic export opportunities respectively.

When considering the overall share in realistic export opportunities, the North American

cluster contributes 4.5%. Figure 4.19 illustrates this cluster graphically (see Appendix

B, Table B.9).

4.6.10 South America

Brazil was the only country identified with realistic export opportunities within South

America. Brazil contributed 0.5% to the overall share of realistic export opportunities

with 51 realistic export opportunities (see Appendix B, Table B.IO).

---
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North America
Cluster share of total
realistic export opportunities

Figure 4.19: North American Cluster.

4.6.11 Caribbean

The Caribbean cluster contains the following countries: Bahamas, Barbados, Trinidad

and Tobago and St Kitts Nevis. St Kitts Nevis, Trinidad and Tabago contribute 82 and

67 realistic export opportunities. The Caribbean cluster percentage contribution to the

overall share of realistic export opportunities is 2.2% (see Appendix B, Table B.ll).

4.6.12 Middle East

Countries such as Bahrain, Iran, Israel, Kuwait, Oman, Qatar, Saudi Arabia and United

Arab Emirates form the Middle East Cluster. The cluster contributes 924 realistic export

opportunities and overall 9.5% of all realistic export opportunities (see Appendix B, Table

B.12).

--- - ---
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Caribbean
Cluster share of total
realistic export opportunities

Puerto Rico

[=:;> , .
Jamaica

Panama

Figure 4.20: Caribbean Cluster.

Middle East Cluster share of total
realistic export opportunities

Figure 4.21: Middle East Cluster.

4.7 Summary

The results obtained from the application of the DSM for South Africa which was deve-

loped by Cuyvers et al. (1995:173-186) were discussed in this chapter. At each stage of

---


















































































