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Does Britain have a growth problem?

“The central challenge is our 
growth performance”

– Rachel Reeves, 2024

“I have three priorities for our 
economy: growth, growth and 
growth.”

– Liz Truss, 2022

Across the political spectrum, lots of people are worried.

Source: Hansard, Author’s Calculations



Does Britain have a growth problem?
Compared to Britain’s own history, growth has definitely sagged …



Does Britain have a growth problem?
… compared to peer economies, the record is mixed. Especially recently.



Does Britain have a growth problem?
… compared to peer economies, the record is mixed. Especially recently.

Source: Bank of England, ONS, Board of Governors of the Federal Reserve System, US Bureau 

of Economic Analysis, Eurostat, European Central Bank and Bank calculations.



So what’s gone wrong?



Tepid productivity growth

● Long-term productivity, Brexit, under-investment,

● Shorter-term, instability, energy shock



Weak investment

Source: Productivity Institute



Housing crisis

Source: Works in Progress



Housing crisis



Brexit

Source: Office for Budget Responsibility, OECD



2022-3 energy shock

Source: TradingEconomics



What’s coming next?

Source: Bank of England



What’s coming next?

Source: The Economist



The case for optimism

● The past five years have seen three huge one-off growth shocks for 

the UK: Covid, withdrawal from the EU, big rise in natural gas 

prices.

● So it shouldn’t be too surprising that growth hasn’t been 

great – that doesn’t mean it can’t pick up from here.

● There are also some potential tailwinds: political stability, 

easing monetary policy, lower natural gas prices, Labour’s pledge to 

kickstart homebuilding, AI, turning public opinion on Brexit



The case for caution

● But: the big question of why British productivity growth 

has been so poor is still mostly unanswered.

● The demographic situation is getting more challenging. An 

ageing population will drive down labour participation and put 

pressure on public services. The rise in economic inactivity since 

Covid is especially troubling.

● Labour has been tight-lipped about the details of its 

plans– will it manage to deliver big reforms (especially on 

planning and the EU relationship) if it wins the next election?



Thank you



Appendix



Political turmoil

Source: Bloomberg, Haver Analytics, Author’s Calculations



Rise in economic inactivity since covid

Source: ONS, OBR



Regional disparities

Source: Resolution Foundation, OECD



Regional disparities



Monetary policy

Source: Bank of England
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