Cluster Stage
Agriculture/food (livestock farming) mature
Antique dealing established
Automotive (components) established
Clothing mature
Electronics (consumer) established
Industrial equipment established
Metals (processing/products) mature
Opto electronics embryonic
Plastics (primary/products) established
Tourism established
Wood/furniture mature

Less Significant Clusters

WALES

Depth Employment Significance
shallow declining regional
deep stable regional
unknown stable national
shallow declining regional
unknown growing national
unknown stable regional
shallow declining regional
deep growing international
unknown stable regional
deep growing national
unknown declining regional

Employment Significance

Biotechnology embryonic
Toys and games mature
Aerospace established

shallow growing international
unknown declining national
shallow declining international

101



10

10.1

10.11

102

WALES

Measured by the specialisation index and excepting
Northern Ireland and London, Wales is a highly
specialised region. It has 49 ‘high points’ and 151
industries in which it is over-represented. These
employ an above average 40 per cent of the
workforce. However, as will become apparent, few
strong clusters can be identified. Little which is
distinctive or a clear regional specialisation (perhaps
with the exception of an emerging opto-electronics
cluster) is identified. Only in 3 industries does Wales
have over 20 per cent of UK employment.*

REGIONAL CLUSTERS

Metals (processing and products)

With 6 ‘high points’ and 14 industries in total, this
remains an extensive cluster with some 36,000
employees. This is little different to 1991 employment.
It is based largely on the production and basic
processing of steel with a secondary strength in
aluminium with one third of UK employment making
iron and steel and 25 per cent of those producing
aluminium.

Much of the steel output goes to the Midland’s auto
and metal-based clusters with downstream steel
processing and industrial users being relatively weak in
Wales. Nevertheless, Wales accounts for 11 per cent
of both UK wire and insulated wire production. Steel
also feeds into the consumer white goods industry
(electrical domestic appliances), fabrication of metal
structures and construction cladding.

Aluminium billet and castings supplies the aerospace
industry. There is also a strength in the production of
‘light meal packaging’ (i.e. cans). Along with steel, the
industry also supplies the car components industry.
Linkages between steel and aluminium may be most
obvious in terms of shared research relating to
materials processing technology. Swansea University
is seen as providing an important research component
for the cluster.

1 See Volume 1, section 3.11, for an explanation of these terms.
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10.1.2

10.1.3

Industrial equipment

Just over 8 per cent of UK employees producing
electric motors/generators etc. is in Wales. There is
also a small presence in the production of engines
and turbines and a limited amount of machinery
manufacturers (e.g. for the metallurgy industry).
The cluster also manufactures products such as
heavy duty batteries and fork lift trucks.

As defined here, the cluster has some 16,000
employees. It has, however increased its employment
by over 25 per cent since the early 1990’s.

Electronics (consumer)

Based mainly on inward investment, the cluster has
five ‘high point industries’ with a strong consumer
electronics orientation. The industries are TV/Radio
(with almost one quarter of UK employment), electrical
domestic appliances (13 per cent of UK employment),
telephone equipment, computers and semi-
conductors which includes for example, the old
INMOS plant. The latter two industries each account
for only some 5 per cent of the UK’s employment.
Between them these five industries employ 22,000 in
just 186 establishments.

The cluster is supported by a small supply base
(especially plastics). However, outside the universities,
there is little R & D and with just 3,100 employees
(1.3 per cent of the UK total) the software industry is
small. However, there are a few high profile software
companies such as Newbridge Networks (which

has generated several spin offs but has now been
taken over by Alcatel) and Ubiquity which are involved
in communications and networking software.



10.1.4

10.1.5

Opto-electronics

The analysis of UK opto-electronics identified North
Wales as a significant centre, with around 30 per cent
of total employment (some 1,650 jobs) and 12 per
cent of the firms. This is the largest proportion of
employment in any region. The cluster’s origins are in
optics and Pilkington Optronics and Pilkington Space
Technology which have generated several spin offs

in North Wales. While still largely focused on defence
markets, products include lasers, solar cells,
photovoltaics, fibre optic cable and a variety of
sensors, measuring/calibration instruments, x-ray
equipment, lathes and research equipment.

There are links to electronics in South Wales (e.g.
opto-electronics semiconductors) and the cluster spills
over into the North West. For example, members of
the Welsh Opto-electronics Forum include St. Helen’s
College, Daresbury Analytic Research and Technology
Services (Warrington) and several businesses located
on Merseyside. The cluster is also linked to aerospace
and the telecommunication industries.

While not fully captured by SIC data, the cluster is
reflected in Wales’ over-representation in four glass
industries (e.g. the manufacture of technical glass,
processing of technical glass and the manufacture of
optical precision instruments). Between them these
industries have more than doubled their employment
during the 1990’s. However, they still employ only
3,000 people.

Automotive (components)

With 79 plants and just over 12,000 employees (11
per cent of the UK total), there is a considerable
supply base for the automotive industry. However,
there is no major assembler in Wales. The cluster
includes the production of engines in Bridgend (Ford)
and Deeside (Toyota) and an estimated 40 first tier
suppliers manufacture a wide ranger of components
including major suppliers of air conditioning, radiators,
brakes and batteries.

As in other ‘auto’ regions, other industries (e.g.
textiles, insulated wire, plastics) also supply the
automotive market. Including these would significantly
increase the number of employees involved in the
automotive components cluster.

10.1.6

10.1.7

10.1.8
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Rover and Honda are the main customer for Welsh
suppliers. With no assemblers, automotive
components are best viewed as an integral part of
the Midlands automotive cluster.

Plastics (primary/products)

As in most UK regions, there is a small cluster of
plastic based companies ranging from primary
production (concentrated in the Vale of Glamorgan)
through to the manufacture of a variety of products.
These are often for the car and especially electronics
‘clusters’. The cluster has increased its employment
by almost 20 per cent during the 1990’s and currently
employs some 7,000 people.

Agriculture/food (livestock farming)

With seven ‘high points’ and sixteen industries in total,
this remains a significant employer (over 54,000).

It is largely livestock based with only limited
subsequent processing. An exception is the
significant scale of poultry production and processing.
There is a small industry making agricultural trailers.
However, a comparison, for example, with the depth
of the ‘agri-food’ cluster in Eastern England illustrates
the absence of a similarly strong cluster in Wales.

Wood/furniture

There is a cluster of industries ranging from forestry,
saw milling, the manufacture of wood and paper
products to a very small industry producing machinery
for the production of paper. The ‘high point’ is almost
80 companies with 4,800 employees making uphol-
stered chairs and seats. These companies are scattered
but with concentrations in Bridgend and Rhondda
Cynon Taff. Compared to other regional furniture
clusters, it is small-scale. Similarly, the paper-orientated
elements of the cluster are small-scale relative to,

for example, paper making in North East Scotland.

Overall 18,000 are employed in the cluster which is
almost 30 per cent higher than in 1991.
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10.1.9

Clothing

While Wales is over-represented in 10 clothing and
textile industries, the main focus (i.e. the two ‘high
points’) is in women’s outerwear and underwear.
These two industries account for almost 5,000 jobs (9
per cent of the UK total) in 66 establishments. Much is
produced for sale via catalogues.

10.1.10Tourism

10.2

10.2.1

10.2.2

10.2.3
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There is a small group of ‘basic’ tourism industries
(e.g. camping sites, coach hire, tour guides) with the
‘high point’ being ‘holiday villages’ with a significant
concentration in Gwynedd.

LESS SUBSTANTIAL CLUSTERS
AND ECONOMIC ACTIVITY

Biotechnology

Again during our regional visit, the importance of these
industries was stressed. With 0.19 per cent of Welsh
employment, medical and surgical equipment is almost
a ‘high point’. Flintshire companies account for 50 per
cent of this employment. Our analyses of
biotechnology found almost 6 per cent of both UK
firms and employment in Wales. The Welsh medical
schools are seen as important element in the medical
devices/healthcare cluster.

Toys and games

Whilst there is no industry high ‘high point’, a small
cluster in North Wales has almost 2,000 employees
making and wholesaling professional and arcade games
(with over 20 per cent of UK employment) along with
soft toys, model railways and dart boards. The
wholesaling industry includes Lego’s main UK centre.

Creative industries

The only industry that emerges is that associated with
arts and antiques - possibly related to the tourism
cluster.
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10.2.4

10.2.5

Aerospace

Whilst not identified as a regional ‘high point’, the
aerospace industry employs 5,650 (i.e. 0.5 per cent
of the workforce) in Wales.? There is a local cluster
of maintenance and refit activity focused around
BA's facilities in South Wales with a second local
cluster producing Airbus wings in Flintshire. This ‘fits’
with the North West’s focus on airframe structures
and could be seen as part of the North West cluster.

Other economy activity

The clusters outlined above incorporate 64 per cent of
the over represented industries. Those not included
can be categorised as:-

B several small quarrying and mining industries;

B a number of large public sector and non-
commercial industries such as defence, the fire
service, social work, government departments and

the collection and purification of water;

what appear to be ‘stand alone’ industries often
dominated by one or two large plants including
sound reproduction, basic organic chemicals,
cement, sanitary goods, invalid carriages, glue and
photographic equipment;

a group of companies making perfumes and
toiletries with nearly 2,100 employees.

This almost enters the analysis as a ‘high point’.
The companies include Richards and Appleby
(Tredegar), Roussel Services Ltd (Port Talbot) and
Natural Beauty Products (Bridgend).

During our regional visit, it was forcibly argued that
there is a significant media and creative industries
cluster in Wales concentrated in the Cardiff Bay area.
We have referred to this in the main body of the report
(Chapter one).

The main strength is in TV with (3.4 per cent of UK
employment). With 85 per cent of this, Cardiff is the
main centre. The industry consists of a small number
of broadcasters. Yes TV, which is experimenting

with video-on-demand, a handful of production
companies and computer, based content providers.
A proportion of the output goes to meet the demand
for programming in Welsh.

2 At 1.19 the LQ marginally falls short of meeting the criteria adopted in this study.



Our analysis of UK creative industries found 2.7 per
cent of e-commerce employment in Wales but only
0.4 per cent of the computer games industry. With
under 2 per cent of UK employment, Wales has only a
small presence in the music, film and advertising
industries.

While comparatively very small, media is seen as well
networked within the Cardiff Bay, a source of
innovation and, in common with several other regions,
a growth opportunity. At least in part, this opportunity
arises from the significant commissioning budget of
the TV broadcasters, much of which is not currently
spent in Wales.

Amongst the industries which are under represented in
Wales but which employ over 0.2 per cent of the
workforce (2,100 people) are software, management
consultancy, telecommunication services, life
insurance, computer related services, newspaper
publishing, printing, manufacture of cartons/boxes and
engineering design consultancy.

10 WALES

10.3 CONCLUDING OBSERVATIONS

Based on the specialisation index, Wales is one of the
UK’s more specialised regions (excluding London and
Northern Ireland). However, ten clusters plus a few
local or less substantial clusters are identified. They
are all relatively small and none represents a significant
share of UK activity.

The clusters do not appear to be strong or well
developed. For example, there is limited food
processing linked to agriculture while automotive
components are essentially part of the Midland’s
automotive cluster. Electronics is largely branch plant
manufacturing and clothing is, compared to other UK
clothing and textiles clusters, both thin and small
scale.

There are some mutually re-enforcing relationships
between the clusters. For example, both automotive
components and electronics support the plastics
cluster. But such relationships do not appear strong.
The clusters appear to be more or less independent
entities with little in common.

For a small economy, the existence of ten clusters
illustrates the absence of any strong specialisation.
This view is re-enforced by the number of industries
outside the clusters that almost but do not quite meet
the criteria for inclusion in a cluster. These include
aerospace, medical devices and perfumes/toiletries.
There is also substantial employment in over-
represented industries but which do not appear to be
part of a cluster.

Overall it appears that the economy’s specialisms are
quite diversified and that it is not strongly clustered.
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Table 10:1
Wales regional high points

SIC Industry % of UK Industry % of Regional
employment.

27100 Manufacture of basic iron and steel and of Ferro-Alloys (ECSC) 34.1 1.33
27420 Aluminium production 24.2 0.31
32300 Manufacture of TV/radio receivers, sound or video recording 23.4 0.77
or reproducing apparatus and associated goods
01220 Farming of sheep, goats, horses, asses, mules and hinnies 14.0 1.41
29710 Manufacture of electric domestic appliances 13.1 0.31
36110 Manufacture of chairs and seats 12.9 0.44
01210 Farming of cattle, dairy farming 12.2 0.77
32201 Manufacture of telegraph and telephone apparatus and equipment 12.0 0.31
18232 Manufacture of women’s underwear 11.2 0.21
34300 Manufacture of parts and accessories for motor vehicles and their engines 11.2 1.11
31300 Manufacture of insulated wire and cable 10.9 0.21
45500 Renting of construction or demolition equipment with operator 10.6 0.22
55231 Holiday centres and holiday villages 10.4 0.24
55510 Canteens 10.4 0.21

15120 Production and preserving of poultry meat

31100 Manufacture of electric motors, generator and transformers 8.3 0.31
85113 Nursing home activities 7.9 1.68
75250 Fire service activities 7.6 0.36
36639 Other manufacturing n.e.s. 73 0.27
18222 Manufacture of other women’s outerwear 7.5 0.25
41000 Collection, purification and distribution of water 7.3 0.26
91330 Activities of other membership organisations n.e.s. 6.8 0.91
01300 Growing of crops combined with 6.8 0.54
55401 Licensed clubs 6.8 0.44
80429 Other adult and other education n.e.s. 6.7 0.83
28110 Manufacture of metal structures and parts of structures 6.6 0.37
85140 Other human health activities 6.4 0.79
25240 Manufacture of other plastic products 6.4 0.44
75120 Regulation of the activities of agencies that provide health care, education, 6.3 1.08
Cultural services and other social services excluding social security
75220 Defence activities 6.3 0.83
25220 Manufacture of plastic packing goods 6.3 0.21
29240 Manufacture of other general purpose machinery n.e.s. 6.2 0.25
30020 Manufacture of computers and other information processing equipment 6.0 0.24
28400 Forging, pressing, stamping and forming of metal; powder metallurgy 6.0 0.23

-+ Denotes Disclosive data

106 BUSINESS CLUSTERS IN THE UK - A FIRST ASSESSMENT



SIC

45212
25239
92619
52310
71320
85111
75110
15139
85322
55402
52240
45230
32100
01410
50500

Industry

Construction of domestic buildings

Manufacture of other buildersware of plastic

Operation of sports arenas and stadiums

Dispensing chemists

Renting of construction and civil engineering machinery and equipment
Public sector hospital activities including NHS Trusts

General (overall) public service activities

Other meat and poultry meat processing

Non-charitable social work activities without accommodation
Independent public houses and bar

Retalil sale of bread, cakes, flour confectioner and sugar confectionery
Construction of highways, roads, airfields and sports facilities
Manufacture of electronic valves and tubes and other electronic components
Agricultural service activities

Retalil sale of automotive fuel

10 WALES

% of UK Industry % of Regional

employment.

5. 0.69
5.8 0.23
5.8 0.56
58 0.35
5.8 0.21
5.7 5.46
5.7 2.84
SY 0.29
5.7 2.30
5.6 1.09
9.0 0.31
SIS 0.31
5.9 0.32
54 0.22
5.4 0.33
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Table 10:2
Wales regional clusters

Metal processing & pProducts

High points: 27100 Manufacture of basic iron and steel

27420 Manufacture of aluminium

31300 Manufacture of insulated wire/cable

28110 Manufacture of metal structures

27350 First Processing of iron and steel

28400 Forging, pressing, stamping of metal
Other industries: 36210 Striking of coins and medals

28720 Manufacture of light metal packaging

28730 Manufacture of wire products

27530 Casting of light metals

27440 Copper production

28610 Manufacture of cutlery

37100 Recycling of metal waste and scrap

28750 Manufacture of fabricated metal products n.e.s.*
Supporting/related industries: 10101 Manufacture of solid fuels

23100 Coke oven products

10102 Opencast coal mining

10101 Deep coal mining

29510 Manufacture of machinery for metallurgy

* While having an LQ below 1.25, it is a significant employer.

Industrial equipment

High points: 31100 Manufacture of electric motors, generators, transformers
29240 Manufacture of general purpose machinery
31400 Manufacture of accumulators, primary calls and batteries
Other industries: 29110 Manufacture of engines/turbines (not vehicles)
29510 Manufacture of machinery for metallurgy
29550 Manufacture of machinery for paper production
31200 Manufacture of electricity distribution and control equipment*
28520 General mechanical engineering*

*While having LQs below 1.25, they employ significant numbers of people.

High points: 32300 Manufacture of TVs/radios
29710 Manufacture of electrical domestic appliances
32201 Manufacture of telephone equipment
30020 Manufacture of computers/information processing equipment
32100 Manufacture of electronic valves, tubes, etc.
Supporting/related industries: 31610 Electrical equipment for engines

Opto-electronics

High points: None
Other industries: 26140 Manufacture of glass fibre
33402 Manufacture of optical precision instruments
26150 Manufacture and processing of technical glass
26110 Manufacture of flat glass
High points: 34300 Parts and accessories
Other industries: 31610 Manufacture of electrical aquipment for angines
Supporting/related industries: 31300 Manufacture of Insulated wire/cable
25240 Manufacture of other plastic products
28400 Forging, pressing and stamping
25120 Retreading/rebuilding of tyres?
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Plastics

WALES

High points: 25240
25220
25239
Other industries: 24160
Supporting/related industries: 23201

Agriculture

Manufacture of other plastic products
Manufacture of plastic packaging goods
Manufacture of builders plastic ware
Plastics in primary form

Mineral oil refining

High points: 1220
1210

15120

1300

15139

1410

52240

Other industries: 15512
15850

15320

51110

15882

15230

15710

15899

52210

15810

Supporting/related industries: 34202

* While an LQ below 1.25, it employs a significant number of people.

Wood/furniture

Farming of sheep, etc.

Farming of cattle

Production/processing of poultry

Growing of crops for animals

Other meat/poultry processing

Agriculture services

Retail sale of bread, etc?

Butter and cheese

Macaroni, noodles, etc.

Fruit and vegetable juice

Agents involved in the sale of agricultural raw material
Production of coffee

Processing/preserving of fruit and vegetables
Manufacture of prepared feed for animals
Other food n.e.s.

Retailing of fruit and vegetables

Manufacture of bread etc*

Trailers

High points: 36110
Other industries: 21220
20200

2010

2020

36620

21120

36120

36631

20101

20400

29550

21250

21219

Supporting/related industries: 17401

* An LQ below 1.25 but employing a significant number of people.

Clothing

Manufacture of chairs and seats
Manufacture of (paper) sanitary goods
Manufacture of veneer/plywood
Forestry/logging

Other forestry/logging

Manufacture of brooms/brushes
Manufacture of paper/paperboard
Manufacture of office/shop furniture
Manufacture of other stationery products
Saw milling

Manufacture of wooden containers
Manufacture of machinery for paper production
Manufacture of other articles of paper
Manufacture of boxes and cartons*

Soft furnishings

High points: 18232
18222
Other industries: 51650
51241
17512
17600
17530
18243
52410
51249
Supporting/related industries: 17401

Manufacture of women’s underwear
Manufacture of women'’s outerwear
Wholesale of machinery for textiles
Wholesale of fur skin

Manufacture of tufted carpet/rugs
Manufacture of knitted fabric
Manufacture of non-wovens

Cut, make and trim

Retailing of Textiles

Wholesale of hides, skins, etc.
Manufacture of soft furnishings
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High points: 55231 Holiday villages

Other industries: 55222 Camping sites
63303 Tour guides
60231 Renting of coaches
63309 Other tourist assistance n.e.s.
92530 Botanic gardens/nature reserves

Toys/games

High points: None

Other industries: 36501 Manufacture of professional and arcade games/toys
36509 Manufacture of other games/toys
51477 Wholesale of toys/games

Table 10:3

Wales: other substantial/significant industries

SIC Industry LQ % Employment
28750 Manufacture of fabricated metal products n.e.s. 1.24 0.22
31200 Manufacture of electricity distribution/control equipment 1.22 0.25
21219 Cartons/boxes etc. 1.22 0.20
35300 Manufacture of aircrafts 1.19 0.52
15810 Manufacture of bread etc. 1.14 0.38
28520 Mechanical engineering 1.10 0.48
22120 Newspaper publishing 1.05 0.20
22220 Printing n.e.s. 0.81 0.51
74204 Engineering consultancy/design 0.69 0.61
72600 Other computer related activity 0.62 0.23
67200 Activities auxiliary to insurance etc. 0.61 0.34
64200 Telecom services 0.60 0.47
66010 Life insurance 0.54 0.26
74143 Management consultancy 0.37 0.22
72200 Software 0.29 0.29

110 BUSINESS CLUSTERS IN THE UK - A FIRST ASSESSMENT



10 WALES

Table 10:4
Wales: cluster employment (1999)

Cluster Employment % of UK % of Wales % Change

(000’s) employment 1991-98
Agriculture/food 52 8 4.8 7
Automotive 12 7 1.1 68
Clothing 11 5 1.0 -2
Electronics 23 11 2.1 9
Industrial equipment 16 6 15 28
Metal processing/products 36 13 3.3 0
Opto-electronics 3 13 0.3 118
Plastics 7 7 0.6 18
Tourism 7 9 0.6 -5
Toys/games 2 10 0.2 68
Wood/furniture 18 8 1.6 29
Total employment 1,088 4.3 17.1 5
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