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INTRODUCTION

This is a book for anyone who is interested in Britain’s economy, and how our nation earns its living. You may be interested in these things because you wish to know how secure our standard of living is, particularly in a world that is changing as rapidly as ours. You may be someone who worries that we don’t make anything any more, and who can’t fathom how on earth we pay our way in the world. Or you may simply be the kind of person who feels a surge of delight when the nation wins a gold medal or a Nobel Prize, and a shiver of insecurity when the French do better than us at something, and who thus has a patriotic interest in how we stack up against our rivals. Whatever your motive, the goal of the book is to help you look beyond the difficult years facing us now to assess how effective we are at producing and selling things.

This book is not going to please those who take comfort in how useless we are at everything and at how much better the rest of the world is at teaching, football, running railways, maths, democracy, clearing snow off the roads, preventing crime or saving the planet. I’m afraid you will be sorely disappointed: we are really quite good at being a modern, affluent economy and that is why we enjoy as high a standard of living as we do. But equally, this is not for those of you who are patriotic to the point of being closed-minded. If you want an account of our economic characteristics that just shows how great we are – a kind of economic equivalent to the history that some people want our children to be taught at school – then this is unsuitable reading. I have generally taken the view that we are strong enough economically to take the facts as they are, rather than as we’d like them to be, so the book strives to be open-minded. What I have tried to assemble is an objective account of our national economic strengths and weaknesses. There are good bits and bad bits.

Of course, it is extremely difficult to compile an objective account of one’s own country. It is almost impossible to know whether personal hopes have played a part in selecting facts or deciding how much importance to attach to them; or indeed whether one has been over-compensating in an attempt to be fair. All you can do is to try to be balanced and to anchor assessments to those of external commentators and those who have less direct interest in the conclusions.

The starting point for this book, and for the accompanying BBC 2 television series, was a trip that was designed precisely to garner an outside perspective. We went to China to visit the 2010 Shanghai Expo. It was in full swing as we started filming: four hundred thousand visitors a day queuing to get a glimpse of 187 national pavilions (and a lot else besides). The Expo is a chance for each country to spend a few million pounds on the construction of a temporary building to show off to the rest of the world. It is not meant to be a competition, but of course that doesn’t stop countries vying for prestige and attention. It is the sort of event that arouses a curious mix of nationalistic pride and inferiority.

Two observations struck me at that Expo. First, it was clearer than ever that there is a lot of world out there and Britain doesn’t appear terribly important to anybody else. For the Chinese visitors we were just another cool pavilion to visit, parked between Italy and France. The second observation was that we appear to have a rather weaker sense of our national economic identity than do other similar nations. The contrast was right there on show. The French and Italian pavilions were huge and packed with national symbols, many of which were commercial in nature. For Italy, a Ducati motorbike, a massive designer shoe, a ceramics display. France had included a wine section, Louis Vuitton bags and a Michelin exhibit.

The British pavilion had nothing Made in Britain about it. Our modestly sized offering, designed by British architect Thomas Heatherwick, was less about product and more about art. Happily, I can report that it really did shine out as one of the most visually striking and original sites in the whole compound and that we had every reason to be proud of it. Unfortunately, visitors to the Expo, who typically queued for several hours to enter a pavilion, were left a tad bewildered by the fact there was nothing inside except a structure of sixty thousand acrylic needles, each of which contained seeds from Kew Gardens’ Millennium Seed Bank at Wakehurst in West Sussex. While they could enjoy posing for photos by a Ferrari in the Italian pavilion, what could they do in ours? There was clearly a demand for something more cheesy. (Fortunately, a life-sized model of David Beckham was available outside to satisfy the punters.)

Our pavilion scored well in the high-concept stakes, but there was clear nervousness among the British staff as to whether that had been the right approach. Even before we arrived it was being explained to us that the Expo was not meant to be a trade fair and that our pavilion was very much in the intended spirit of the event. The implication was that other countries had perhaps cheated by trying to flog their wares. Nonetheless, there was an obvious sensitivity that although ours was clever it was also insubstantial.

Clever yet insubstantial. These are two important words, because for many who worry about Britain’s economic direction in recent decades, our pavilion represented as good a symbol of our economy as anything the Italians and French were using to symbolise theirs. Britain’s economy is flashy on the outside, its critics would say, but it’s empty within. There’s a gaping hole in the middle because we simply don’t make enough.

That empty pavilion was a great place to start an exploration of what we do as a nation to pay our way. What on earth would we have put inside a more commercial pavilion, had we chosen to build one like the French and Italians?

Well, the answer is that despite the fact that we have only 1 per cent of the world’s population, and 5 per cent of the developed world’s population, we do have a number of world-class industries and firms. We might have chosen pharmaceuticals (Britain has two of the ten largest pharmaceutical companies in the world); we could have put up an exhibit on our defence and aerospace industries (we are large players in both, with a 9 per cent share of the global market in defence and about 17 per cent of aerospace). We could have had a large display on BP, Shell and North Sea oil and gas extraction. And then, of course, we could also have had a large stand dedicated to our world-renowned banking and insurance industries. They may not be visually very impressive but, love them or hate them, they remain two of our big earners. Finally, we might have tried to dazzle the crowd with some of our cars. I say our cars, but our most impressive mass-produced vehicles are perhaps the Japanese models we manufacture and export so well, like the Honda Civic (made in Swindon) and the Nissan Juke and Qashqai, which are made in Sunderland.

So yes, we can match the world’s best, but for many reasons the average Briton is probably barely aware that these industries could showcase the country abroad, let alone is proud of them in the way that the Germans delight in their cars and the Italians are smug about their fashion. This book, along with the BBC 2 series, tries to show that although we may not have as many cash-generating industries as we might like, we could still at least fill the Albert Hall with the ones we’ve got, let alone an Expo pavilion.

Over the course of filming and writing Made in Britain, I have been rather lucky to see and experience some of the most interesting products that the British are involved in making. The new McLaren MP4-12C sports car, for example: Britain’s answer to the Ferrari. Designed for use on the roads (fitted as it is with cup holders) and on the track (accelerating from zero to 100kph in 3.3 seconds), it will go on sale for about £170,000. Everybody said it would be fun to drive, and it was, but that was not half as much as fun as it was to be driven by one of McLaren’s own drivers, who knew exactly what they were doing. I never realised a car could take a bend so fast.

The MP4-12C could be seen as an absurdly niche product of no interest to ordinary folks at all. How can Britain earn a living by making things that have such narrow appeal? The answer is that McLaren’s car is entering a very lucrative niche. I found myself doing some arithmetic to compare the size of the potential market for the MP4-12C to the turnover of another company I visited, Berwin & Berwin. It is Britain’s biggest suitmaker, with a plant in China that is responsible for satisfying a sizeable proportion of the entire UK demand for men’s suits. There is nothing niche at all about Berwin, but interestingly McLaren only need to sell three hundred of its supercars in a year to have a turnover to match Berwin’s. Ron Dennis, executive chairman of McLaren, is aiming eventually to sell about four thousand a year.

Another highlight of the filming was a ride in the back of a Eurofighter Typhoon. The trip was organised by BAE Systems partly to demonstrate the capability of the plane to the cameras and partly to do some testing of on-board systems that had recently been upgraded. The company’s press office had assured me there are seventeen thousand highly skilled and well-trained engineers at BAE Systems. As I put my life into their hands and nervously climbed into the cockpit I remembered that they hadn’t told me how many unskilled, untrained engineers were employed there. I needn’t have worried. The plane is a remarkable piece of engineering. It can fly at the speed of Concorde and with the agility of Peter Pan. Because it imposes high levels of acceleration force on pilots – G-force – they have to wear anti-G suits to ensure blood continues to flow to the brain. The suits inflate and deflate as the force increases, tightening around the body to ensure that blood does not stop circulating. Having been taken up and down, as well as upside down and sideways on that flight, while being sporadically squeezed to different levels of intensity, I came off the plane feeling as though I had been enjoying a mid-air ballet dance while simultaneously enduring a rough Turkish massage.

The Typhoon is not British; it is a collaboration of four European partners, with the UK having had a somewhat bigger share than the others. It is an understatement to say that it has a long and complicated history that has cost taxpayers dear. The point I drew from my ride in the Typhoon is not that Britain should buy more of them (or that we shouldn’t); it is merely that when we muster the resources we clearly have the capability to do some very advanced things.

We picked the MP4-12C and the Typhoon because they are the kinds of products that are more interesting to show off than the many others we are involved in making. But one of the purposes of this book is to stop people trying to assess the value of what we do by looking at physical production alone. It’s not the weight or size of an object that makes it valuable and, more than most other advanced economies, Britain has found ways of earning a living that are beyond manufacturing. We have probably taken this too far for our own good and have too small a manufacturing base, but if that is the case the argument is that we just need to make some adjustments to our course rather than reverse the direction we have taken.

My own view is that we have many reasons to congratulate ourselves for our economic achievements, but we have few reasons to be arrogant. Unfortunately, it is hard to contain our sense of self-worth within these very reasonable boundaries. Our view of our economic prowess seems to swing between deep gloom and annoying self-satisfaction. Born in the sixties and, as a youngster, aware of the daily news in the seventies, I was brought up with a sense that we could do almost nothing except go on strike. Our industries were declining, beset by demarcation arguments. Our cars were outclassed by those of the rising Japanese sun in the east, and overtaken by those hardworking continental Europeans. Even then it was being said that we could no longer make things.

Somehow that had all changed by the late nineties, the era of Cool Britannia. By then we thought we had it cracked. Far from lacking confidence, we were getting decidedly smug. The British were creative and smart; the Anglo-Saxon economic model was prevailing over the Rhineland one; Germany and Japan had stagnated; the Europeans didn’t understand that services (particularly financial services) were all-important, that manufacturing was old-fashioned and that economies had to be flexible. One decade, a banking crisis and a severe recession later, we are back wondering quite what we do. It is pretty clear that the economy needs to re-balance away from its dependence on financial services and it also needs to export more. Suddenly, we find ourselves asking what it is that we can sell abroad.

This is not just a question about our economic destiny. As I wandered around the Shanghai Expo I sensed the link between business activity and national identity. What the British pavilion had not attempted to do in the way that the French and Italians had was set out what it is that we think of ourselves as bringing to the world. It’s not necessarily the job of an Expo pavilion to do that, but it is the job of this book. It expands on the arguments and facts presented in the television series and it sets out to answer some important questions: do we manufacture too little? Are we really clever and creative? And can we build a strong trading nation on exports of intangible services?

Before we get started, I should also say what this book does not do. It does not do much of the macroeconomics. The kind of stuff you see on the news each night. You’ll notice there is little of the Bank of England, interest rates or house prices, or the usual topics which make up most of the daily economic news we read. This is not because these things are unimportant. The month-by-month ups and downs of the economy matter hugely, and the attempts of the Treasury and the Bank of England to use fiscal and monetary policies to manage them can have an enormous effect on employment levels and incomes. They have the complex task of ensuring there is sufficient spending in the economy to give us all things to do without there being so much spending that prices rise unduly. If they get that job wrong the economy will fail to function.

But while the authorities have the power to screw things up and make us poor, they would be the first to admit they do not have the power to make us rich. All they can really do is entice us to save less and borrow more if overall short-term spending is too low, or encourage us to save more if spending is too high. But over the decades it is not the demand in the economy that matters, it is the supply. It is what we make and sell rather than what we spend. That’s why this book focuses on the long-term and on the supply side. On what we produce and why we produce it, rather than what we spend.

There is one enormous disadvantage of taking a long view here, or anywhere, in fact. In the short term, it is the short-term story that seems more interesting than the long-term one. A book such as this may appear entirely irrelevant if you are reading it in the midst of a bout of double-digit inflation or during an apparently never-ending slump. All I can say in defence is that in the long term the short term always loses. And let me defend my ignoring of the yearly fluctuations of the British economy by simply reminding you that you can get ball-by-ball commentary on that everywhere. Daily news is inevitably preoccupied by the short-term blips, and it struggles with the enduring trends. So this book is more interested in the latter.

The second thing about which this book will have rather little to say is ethics, or fairness. We are a nation strong in defence, pharmaceuticals, financial services and oil and gas extraction. All industries that from time to time attract negative headlines, to say the least. I’m sure there are many who would rather we were world leaders in cuddly toys and landmine clearance. For the sake of this book, though, I make no judgement on the ethics of our major export sectors or the companies that lead in them. There is an interesting discussion to be had about all that, but it is not the one I have here.

The third thing about which this book says little is the environment and natural resources. A significant omission, for you will read in these pages quite a bit about how well off we are, how productive our economy is and how China is not a threat to our affluence despite taking so much of our manufacturing. All this sounds very reassuring in terms of our economic security, but please bear in mind that I have not attempted to assess whether the modern world has sufficient raw materials to sustain the lifestyle we enjoy, particularly once China starts living at western levels of consumption. That is an important question, but it so important it is not one I can squeeze into this book on top of everything else.

There is one final thing the book does not offer: unambiguous assertions where issues are fuzzy or complicated. Annoyingly, many of the questions that are commonly asked about our economy have rather ambivalent yes-and-no answers. Economic life is often grey rather than black and white. This is a pity. I’ve noticed that it is easier to be exciting when you take an extreme view rather than a balanced one, which is why the best newspaper columnists are those who strive not to see the other point of view. My goal here is to find the right balance between complacency and panic when it comes to our economic place in the world. It is important for us not to underestimate the value of what we currently do, nor to overrate our skills and abilities relative to those of everybody else.
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