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Introduction

At 4.40 a.m. on Friday 24 June 2016, David Dimbleby stiffened in his chair in the BBC studio and announced: ‘The British people have spoken and the answer is clear: we’re out.’ Britain was waking to a terrifying new future. Or so it seemed to some. When markets opened a little over three hours later, the FTSE 100 plunged 12.5 per cent in minutes. Barclays Bank was down 35 per cent. Half an hour later, the prime minister, David Cameron, resigned and Mark Carney, governor of the Bank of England, announced that he was making £250 billion of emergency funds available to any banks which needed propping up. Back in the BBC studio, Conservative MP Anna Soubry proclaimed to the world: ‘Yesterday we were told this was scaremongering. Here we are, can you believe it, this morning talking about an economy which is in this terrible shock. We have made a very, very, very bad mistake.’

Thus began a narrative that Britain had self-harmed; that the UK had doomed itself to an impoverished, isolated future while the rest of Europe forged ahead to prosperity without us. It got worse. Within hours, a smashed window in a Spanish restaurant in south London had been interpreted as the beginning of a wave of xenophobia and racism (the police later said they thought it was a burglary). As if an omen of our new place in the world, four days later the England football team was knocked out of the Euro 2016 championships in a 2–1 defeat by Iceland (population 380,000, the size of Coventry).

The belief that the EU represents the epitome of human civilisation, and that Britain divorced from it in a moment of petulance, has become embedded in the ideas of those many diehard Remainers who have refused in any way to accept the leave vote. They wear a pair of differentiated spectacles: one side of which has a rose-tinted lens with which they gaze longingly across the Channel, while the other side has a blackened, blinkered lens through which they view their own country.

It is a conceit that is amply demonstrated, for example, in John Kampfner’s 2020 book Why the Germans Do It Better: Notes From a Grown-up Country – the inference of which is that Britain has reverted to childishness. Finished during the early weeks of the Covid-19 pandemic, it compares the German and British approaches to the gathering crisis. Germans, writes Kampfner, were suspicious of state control but nevertheless had submitted to being tracked and traced to stop the infection from spreading. Britain, on the other hand, had ‘provided a case study of how not to deal with a crisis’. Its care homes had become death traps, while the government had overlooked what was coming because it was consumed by ‘pseudo Churchillian self-delusion’. For Kampfner’s German friends, ‘Britain’s travails have been the object of sickness and sympathy. So many conversations begin with the same sentence: what has happened to you, my British friends?’

If only Kampfner and his friends had waited. In the end, it wasn’t just the UK government that was caught napping by the virus. When a Lancet study of excess mortality rates across the pandemic years of 2020 and 2021 was published in April 2022, it revealed that Britain and Germany’s experiences were virtually indistinguishable. Britain had suffered an excess death of 126.8 per 100,000 and Germany 120.5 per 100,000.1 While Germany did some things better, Britain did better with others, such as the procurement and rollout of vaccines. One reason Germany might have had better outcomes in the early weeks of the pandemic is because elderly people were already sheltering from a flu outbreak which had swept the country in the winter 2019/20, involving 80,000 cases and 130 deaths by the third week of February.2 Covid was a tragedy that struck both countries – indeed, all countries – and confounded both healthcare systems. The idea that Covid showed up the inferiority of Britain’s public health system compared with others in Europe is bunk.

That is just one example of the blinkered view of Remainers who live with the fantasy that post-Brexit Britain has been reduced to a crashing and burning satellite of a wealthy and successful EU. There are many others. In 2022, Mark Carney, by then the former Governor of the Bank of England, made the extraordinary claim that, ‘In 2016 the British economy was 90 per cent the size of Germany’s. Now it is less than 70 per cent.’3 As other economists quickly pointed out, Carney had appeared to use nominal figures (i.e. not adjusted for inflation) for the size of the German economy but inflation-adjusted ones for the UK economy. Moreover, he had used statistics that simply compared the size of the two economies in current exchange rates, ignoring that the pound was very strong at the beginning of 2016 and very weak in 2022.4 When comparing the two economies on the basis of purchasing power parity – which compares the buying power of a currency within each country – the UK and German economies moved pretty much in lockstep between 2015 and 2022, with the UK economy around 70 per cent of the German economy in both years.5 A year on from Carney’s claim, it would have been harder still to present the German economy as much more buoyant than Britain’s – it had fallen into recession, almost uniquely among major economies.

The German economy continued to shrink into 2024, with GDP shrinking in the second quarter by 0.1 per cent – to the point at which it was a little smaller than it had been on the eve of the pandemic, nearly five years earlier.6

I should lay my cards on the table now and say that I voted Remain in the 2016 referendum. I was one of the 48 per cent, in other words. While I was attracted to the idea of Britain trying to escape Europe’s low trajectory of growth and become a more dynamic economy – a Singapore on Thames, as it was often called – in the end I fell for the ‘better the devil I know’ argument. I could see that Brexit would be very disruptive, especially with the many families – including my own – who have established bonds across Europe. Not only that, I feared a British withdrawal would break up the EU, with serious repercussions for Eastern Europe, perhaps culminating in some countries being drawn into Vladimir Putin’s sphere of influence.

But I accepted the result – unlike the elderly dog walker I met on the morning of 24 June 2016, who told me, ‘It’ll be war, now.’ It didn’t have to go quite so badly, I said in response. I started to look forward to Britain forging its own path, maybe even to Singapore coming to the Thames. At no point did I feel inclined to do as so many frustrated Remainers started to do and see support for EU membership as a paradigm of liberal virtue. It is remarkable that in the first forty-two of Britain’s forty-seven years of EU membership I never remember the organisation attracting much sentiment in Britain. I don’t recall people waving EU flags, going dewy-eyed at the thought of European integration or showing any other kind of emotion towards the bloc. It was treated as a rather humdrum body, which even its supporters saw as somewhat ponderous and bureaucratic. Only when our possible departure hove into view did a kind of pan-European patriotism suddenly emerge.

On EU departure day, 31 January 2020, the BBC trammelled its archives for what had happened on the day that Britain had joined, 1 January 1973. Had there been national rejoicing? All it could find was a clip from the Devon village of Ivybridge which, almost uniquely, had celebrated the occasion with a week-long ‘Fanfare for Europe’. The local folk dressed up, drank, danced, planted commemorative trees and sang the Ivybridge European Community Song, which began with the words: ‘Why is Grandma chewing garlic, why is Grandad pinching bums?’7 – not, I think, necessarily the associations with things European which the 2016 Remain campaign sought to promote. The clip ends with a darker sign of dissent to come: overnight, persons unknown had vandalised the newly planted saplings. But that was it: only one village in England had bothered to respond to a letter sent by Edward Heath’s government to every parish council in the land suggesting that we mark the occasion with some kind of national celebration.

I will also say that I am instinctively very much of Europe. I have no desire to live elsewhere in the world. I admire the US for its sheer originality and capacity for wealth creation, but I wouldn’t want to live in a country that is afflicted every other week, it seems, with a school shooting. I have no wide-eyed regard for the US, which I can see has deep problems in it social structures, race relations and many other areas. I wouldn’t want to be reliant on its expensive – and under-performing, when looked at on a national scale – healthcare system. I would find its sprawling cities alien, being used to walkable European ones. I would find its consumerism cloying. But it is hard to ignore the gulf that is opening up between the US and European economies; the bounding growth and dynamism of the US compared with the decline that is evident over so much of Europe.

Neither would I care to live in Southeast Asia. Singapore will crop up again and again in this book as an exemplar of how to create wealth and improve the living standards of its people; nowhere on earth has made such a rapid journey from a third world to a first world country, all in my lifetime. But I wouldn’t want to live there, either; aside from the climate, I couldn’t live in an authoritarian state, even a benign one. Even less, would I want to live in China, obviously. Again, however, it is hard to overlook the drive of Southeast Asia, contrasted with the stagnation of Europe.

Now the dust has settled a bit, it is hard for anyone to argue convincingly that Brexit has been the disaster which was widely predicted. Even the Guardian seems to have its doubts. ‘Britain’s economic performance in the seven years since 2016 has been mediocre but not the full-on horror show that was prophesised by the remain camp during the weeks leading up to the referendum,’ wrote the newspaper’s economics editor, Larry Elliott, in December 2023.8 That seems a pretty fair assessment, because although the tumbleweed isn’t quite blowing through the streets, it is hard to argue, either, that Britain has really seized the opportunities presented by Brexit. We have simply become a different breed of European social democracy and trotted alongside the EU.

On the other hand, since 2016 the EU seems to have descended into a sulphurous mire. Relations between Brussels, Poland and Hungary have been poisonous at times, with the EU deciding that their elected governments are not acting in tune with its own values and threatening them with the loss of billions of euros in grants. The European parliament elections of 2024 saw a dramatic rise in Eurosceptic parties – which are not necessarily in favour of their countries departing the EU but are keen to trim its powers. Meanwhile, angry citizens in Western Europe have started taking out their frustrations directly on the EU, complaining about the same things that persuaded a majority of British voters to plump for Brexit: regulatory overreach, a democratic deficit – and migration.

Quite what John Cockerill had done wrong is hard to fathom. The nineteenth-century Lancashire-born industrialist was credited with sparking the industrial revolution in what is now Belgium, using British know-how to open an iron foundry in the town of Liege in the year 1817. He followed it up with a blast furnace and a factory turning out steam engines, diversifying into garments and helping to found the Bank of Belgium, before dying, aged forty-nine, of typhoid while returning from St Petersburg in an attempt to raise capital for his, by then, struggling business empire.

But his contribution to the life and wealth of the emerging nation of Belgium counted for nothing when, on 31 January 2024, a mob of angry farmers tore his statue off its pedestal in Brussels’ Luxemburgplein and threw it on a fire made from burning crates. In its place they put up an amorphous rag doll and a sign declaring: ‘People of Europe say no to Despotism’ (in spite of Brexit, English remains an official language of the EU and also, it seems, its malcontents). They then threw eggs at EU buildings and blockaded much of the centre of the city with their very large and expensive tractors – many of which had presumably been bought with EU agricultural grants (€52 billion worth was handed out in 2023 alone). You can’t please some people, especially when you are trying to bribe them with their own money.

At least the campaign for Brexit was calm and, for the most part, polite. It was played out in debates in village halls. Not so the farmers’ protests which erupted across Northern Europe at the beginning of 2024. For French farmers, not to mention many other groups of workers, it is forever 1789. There is nothing new about latter-day Robespierres taking to the streets, erecting barricades or blocking motorways and setting light to lorries. But what has changed is that they seem now to be treating the EU, as much as their own governments, as the enemy.

During the final years of the UK’s membership of the EU, there seemed to be conceit in Brussels that recalcitrant Britain was alone in its lack of enthusiasm for European integration; any dissent elsewhere was minor and unlikely to lead to other countries leaving the bloc. That has now been shown to be false. With Britain gone, the mantle of Euroscepticism has been taken up with relish by French farmers, Polish Catholics and many others offended by what they see as an increasingly arrogant EU.

But this book is not just about the EU, which should not be conflated with Europe as a whole. For all the EU’s failures and objectionable aspects, there is a wider malaise in Europe. The continent as a whole – Britain included – has lost its self-appointed place as the world’s keeper of civilisation, along with its reputation as the slightly less wealthy but more cultured and self-restrained twin of the United States of America. Its economies are stagnating, its quality of life fading, and the reputation for freedom and democracy it has tried to establish since 1945 is rapidly becoming lost.

Take away the noise of Brexit and you can see that Britain and the EU are both locked in the same cycle of decline. They are like a bickering couple, each moaning about the other’s inadequacies while failing to see that they are themselves very little different. Both have lost their spirit of innovation, their momentum, all the qualities which once made other parts of the world emulate us. Europe has become a macrocosm of Athens: a place of culture and history, but where the glories of the past tower over the tawdry reality of the present.

In so many ways, Europe is becoming a backwater. For innovation and scientific advancement, look to the US. For economic dynamism, look to the US or to Southeast Asia. For the highest education standards and the best healthcare, look to Southeast Asia, or to Australia. But to what would you look to Europe? Culture? Rather less than in the past. The freest societies on earth? Depends on your concept of freedom. An agreeable holiday? That is the problem. We have had too many good holidays there (assuming, as we shall later see, we haven’t fallen victim to Europe’s growing intolerance of tourists).

We idolise Europe because of holiday syndrome. We think the Italians all live in agreeable stone villas in sumptuous countryside because that is where we stayed on holiday – we don’t see the pokey high-rise flats in crumbling and graffitied concrete suburbs, which are home to far more Italians. We think the French all eat well because we found a lovely restaurant in the Dordogne; we don’t see the fast-food outlets which increasingly feed the French. We think it is always sunny in Benidorm because that is how it was when we went there in August; we don’t see the lashing wind and rain at other times of year. We think Bulgaria is deliciously cheap because our spending money went a long way; without stopping to think how the locals get by on much lower incomes. In Greece, we read novels, guidebooks or even Homer; we don’t read the local paper to read of the road accidents. In Germany, we see beer and bratwurst, not idle factories. We might take a peek at the ordered seediness put on for the tourists in Amsterdam, but we don’t see the misery and crime which goes with drug addiction and prostitution.

In summer 2023, I walked along Corsica’s GR20, a mountain path with 50,000 feet of vertical ascent that takes you 120 miles across the island, over precipitous cliffs, through pine forests and maquis alive with cicadas, in almost unbroken sunshine. It seemed the most perfect place on earth; Europe at its best. At no point in the nine days it took to complete the route did it remotely occur to me that I was crossing one of the most violent places in Europe; Hackney, Moss Side, Handsworth – none can touch it for its murder rate. I only found that out when I got home, and started reading about the cycle of mafia-style violence and the code of omertà which sustains it. That is holiday syndrome for you: obliviousness to what is really going on beneath our noses; a lack of curiosity, even, to find out. We don’t want to because we have gone away on a holiday from reality. Then we come home and the multiple problems of our own country reassert themselves in our consciousness. We return to seeing the bad things. That is why we – or some of us – think Britain is wrecked, a miserable and impoverished isle which, in a fit of madness, chose to cast itself away from civilisation.

However, it isn’t true. There is much wrong with Britain. But whatever you think is bad this side of the Channel, you can almost always find worse on the other side without having to look too hard. The more you look at the rest of Europe through the same lens as you view Britain, the more you start to challenge the notion that Britain is some embittered divorcee reduced to living in a tawdry bedsit after marching out of the family home in a fit of pique.




1.

Sclerotic Economy

One of my favourite jobs every December is to look back at what the psychics had predicted would happen during the preceding twelve months. It is a weird alternative universe of wars that never broke out, meteorites that never fell, victories that were never celebrated and celebrity marriages that were never toasted. But in 2023, it wasn’t the crystal-ball gazers that amused me the most but the IMF (International Monetary Fund). In January of that year, it predicted that of all the world’s economies just one would be plunged into recession during the following twelve months: the UK, which would see output contract by 0.6 per cent, weighed down by fiscal and monetary policies eating away at household budgets. The euro area, by contrast, would expand by 0.7 per cent.

There must have been a flaw in their crystal ball, because when the growth figures for 2023 began to emerge in early 2024, it wasn’t Britain that came out as the laggard, it was Germany, whose economy had slumped by 0.3 per cent over the course of the year. Household consumption was down 0.8 per cent, the public sector had contracted by 1.7 per cent and the manufacturing industry – the pride of the German economy – was down 2 per cent.1 The UK economy, by contrast, grew – just about – by 0.1 per cent during 2023, with two quarters of negative growth in the second half of the year nearly cancelling out growth in the first half.

It has been a familiar story ever since 2016: think-tanks and worthy international bodies have talked down the UK economy, citing the damage they assume has been done by Brexit. Anyone who aspires to a career in economic forecasting should first take the trouble to read a paper published by HM Treasury on 23 May 2016, exactly a month before Britain’s EU referendum. ‘A vote to leave would represent an immediate and profound shock to our economy,’ declared the then chancellor, George Osborne, predicting that within two years the UK economy would have shrunk by 3.6 per cent, relative to what would have happened had Britain not voted to leave. Unemployment would rise by 500,000 during the same time.

And that was just the ‘shock scenario’. The Treasury’s analysts had also drawn up a possible ‘severe shock scenario’, in which the economy would have contracted by 6 per cent within two years of a vote to leave, and unemployment would have risen by 800,000. Unlike many of the economic forecasts in advance of Brexit, which were couched in terms of relative growth several decades into the future, these predictions can be measured against reality. In the second quarter of 2018 – two years after Britain voted to leave – UK GDP was £548 billion, 4.2 per cent up on what it had been in the second quarter of 2016.2 Over the same period, unemployment fell from 1.668 million to 1.362 million.3 The Treasury’s forecast, in other words, was not just wrong but laughably so.

None of this should make anyone think all is well with the UK economy, still less feel pride. In 2023, seven years on from the Brexit vote, and three years on from Brexit itself, Britain’s economic growth was pretty stagnant, having struggled to recover from the Covid-19 pandemic, during which it had shrunk by an unprecedented 20 per cent in a single quarter. But was it worse than other European countries? In the second quarter of 2023, the UK economy was 1.8 per cent larger than it had been in the fourth quarter of 2019, the last before Brexit (and also the pandemic). That compared with 1.7 per cent growth in France, while the German economy had expanded by only 0.2 per cent.4

While the UK economy dipped into a shallow recession in the latter half of 2023, it then rebounded in the first half of 2024 to become the fastest-growing in Europe, with expansion of 0.7 per cent in the first quarter and 0.6 per cent in the second quarter. Germany, by contrast, grew by 0.2 per cent in the first quarter and contracted by 0.1 per cent in the second quarter. The Eurozone as a whole expanded by 0.3 per cent in each quarter. So much for the theory that Brexit has led Britain to under-perform the rest of Europe.

Is Europe’s long stagnation an inevitable result of a pandemic that closed down large parts of the economy for months on end and disrupted global supply chains? Not at all. By contrast, the US economy quickly resumed growth. By the end of 2020, it had already rebounded strongly, so that the contraction across the year as a whole was limited to 2.2 per cent. It then expanded 5.8 per cent in 2021, 1.9 per cent in 2022 and 2.5 per cent in 2023.5 In other words, by the end of 2022, the US economy was already 5.4 per cent larger than it had been at the end of 2019. By the end of 2023, it was 8.1 per cent larger. The strength of the US economy continues to surprise. January 2024 saw the number of jobs expand by a massive 353,000, twice as much as analysts had been expecting. US stock markets duly rose because increased employment indicates more output and greater profits. European stock markets fell back, by contrast, because investors calculated that the good economic news from the US would keep global interest rates higher for longer, depriving Europe of the stimulus it needs to wake it from its stupor.6

It isn’t Britain that has the problem; it is the whole of Europe. This is recognised even by many advocates for the EU. Writing in the French newspaper Le Monde in February 2024, Stéphane Lauer declared that ‘Europe’s economic stagnation is no longer a risk but a reality that needs to be urgently tackled’ (he went on to suggest that further integration was the answer, a conclusion with which others may disagree).7 The fact that the whole of Europe has been underperforming is lost, however, on those who continue to try to claim that there has been some kind of calamitous collapse in the UK economy caused by Brexit. In a Mansion House speech in January 2024, Mayor of London Sadiq Khan made the extraordinary claim that the UK economy is £140 billion smaller than it would have been had Britain not left the EU, a claim based on research he had commissioned from analysts Cambridge Econometrics.8 He was asserting, in effect, that Brexit had stolen 6 per cent from UK growth. Yet the above figures show what a nonsense that is. Khan was saying that had there been no Brexit then the UK economy would have surged ahead in line with the US economy. But our neighbouring EU economies have not performed even nearly as well as the US. Indeed, Britain has slightly outstripped them since Brexit.

Economic output in Britain and Europe has never really recovered from the 2008–9 financial crisis – growth in GDP has never been anything other than lukewarm since. There are many people who like to blame this on government ‘austerity’ – by which they mean cuts (or rather a slowdown in growth) to public spending made in an effort to balance the books. Yet, when you look at the trajectory of growth in the public sector, productivity in UK public services is back to where it was in 1997, marking a whole quarter of a century without improvement – it is hard to escape the conclusion that a larger public sector would compound Britain’s growth problem.9

Britain’s sluggishness is not the result of leaving the EU. The malaise merely reflects what has been happening across Europe for many years. Over the period 2000 to 2022, according to World Bank figures, economic growth in the EU averaged 1.53 per cent per year. In the US, it averaged 2.03 per cent. That might seem a small difference but, over twenty-three years, it means that the EU economy grew by 41 per cent while the US economy grew by 58 per cent.10

Alternatively, to measure Europe’s relative decline globally over the past six decades we can turn to the Maddison Project, a Netherlands-based database that collates economic statistics from across the world over a long period and presents them in a comparable format. It adjusts GDP for local spending power – thus removing the distorting influence of short-term currency movements – and presents all figures at 2011 prices.

In 1960, it tells us, Western Europe accounted for 26.8 per cent of global GDP. By 1980, that had fallen to 23.9 per cent and, by 2000, 21.0 per cent. Then the slide accelerated, so that by 2018 Western Europe was producing only 14.7 per cent of global GDP. Meanwhile, East Asia grew from 10.6 per cent of GDP in 1960 to 15.5 per cent in 1980 and 20.3 per cent in 2000. By 2018, it had firmly overtaken Western Europe on 23.3 per cent. South and Southeast Asia has travelled in the same direction: growing from 7.8 per cent of global GDP in 1960 to 16.3 per cent in 2018. It is perhaps inevitable that the European economy should shrink in relative size given the rapid industrialisation of China, India and much of the rest of Asia, as well as the fact that the population has been growing more slowly in Europe than in Asia. Yet Europe has done significantly worse than a group of countries collectively known as the ‘Western Offshoots’ – the US, Canada, Australia and New Zealand. In 1960, they were just a little ahead of Western Europe, on 27.9 per cent of GDP. They then declined to 24.4 per cent in 1980, grew slightly to 24.9 per cent in 2000 and had fallen back to 18.7 per cent in 2018. In other words, they have held their own much better than has Western Europe.11

But what about Britain’s performance within Western Europe? This time, let’s look at some figures which adjust for population growth/decline and are therefore not distorted by high levels of migration from Eastern to Western Europe. Between 2000 and 2018, GDP per capita in the UK grew by 19.1 per cent, slower than Germany (38.4 per cent), the Netherlands (25.2 per cent) and Sweden (33.1 per cent) but faster than France (15.3 per cent), Spain (16.7 per cent), Belgium (17.9 per cent) and Italy (5.0 per cent). Over the course of this century, Italy has become the real laggard of Western Europe, and almost unique among peaceful countries in failing to raise the living standards of its people by an appreciable amount during the first two decades of this century.

By contrast, EU membership has worked for former Soviet bloc countries, at least at first sight (we will look at that more later). They have seen rapid growth this century, albeit from a low base. Between 2000 and 2018, GDP per capita in the Czech Republic grew by 72.1 per cent, in Hungary by 95.1 per cent and Poland by 115.6 per cent.12 Those growth rates might explain why there is little public appetite for abandoning EU membership in Eastern European countries, in spite of frequent clashes with Brussels on matters of democracy.

Britain, then, is pretty mid-table in terms of Western European countries this century. It lagged behind Germany over the two decades prior to Brexit, yet has done a little better than Germany in the years since. The caveat to this is that the Covid-19 pandemic has robbed us of the chance to judge the performance of post-Brexit Britain against the grim prophecies. It so distorted the economies of all countries that it is impossible to sort out what was due to Brexit and what was due to Covid.

One thing, though, is for sure. Since Covid/Brexit, it is Germany, not Britain, that has become Europe’s economic also-ran. In the words of the country’s finance minister, Christian Lindner, in January 2024, Germany has become like a ‘tired man after a short night’. That is one way of putting it; others might conclude that Germany was suffering a nightmare.

It might not seem so when you take a ride on a graffitied train through the suburbs of East Berlin and see the abandoned factories which, more than three decades after reunification, remain the haunt of urban explorers, but for decades German industry has been the powerhouse of Europe. Where other EU economies underwent deindustrialisation, Germany seemed to manage to stay on top, accounting for just over a quarter of all industrial production in the EU in 2022.13 The country’s industrial sector employed 7.5 million people. In particular, its car industry carried the prestige of the nation. No company summed it up better than BMW, which made its first venture into car-making in the 1920s by manufacturing the British-designed Austin 7 under licence. By the 1960s, BMW had outgrown the now-declining Austin both in sales volumes and quality. By the 1980s, the company produced some of the most popular luxury cars sold in Britain. In 1994, it was able to perform a triumphant turning of the tables: it bought the Rover Group, which had consumed the now-defunct Austin brand some decades earlier. That wasn’t the end of the humiliation: six years later, BMW decided that the Rover Group – and with it the remnants of Britain’s mass-market car industry – weren’t worth saving. It jettisoned the lot, save for the latter-day reinvention of the Mini, which BMW continues to manufacture in Oxford.

Yet, suddenly, Germany doesn’t look nearly quite so immune to industrial decline. Indeed, it seems to be embarking on a ride down the same precipitous slope that Britain and other European countries have already ridden. In 2018, German industry entered a prolonged recession, with output sliding even before the Covid-19 pandemic. While production initially recovered from the deep hole of 2020, it never saw a full recovery, and, in 2023, the slide grew steeper. By the end of that year, German industry was producing just 92.7 per cent of the volume of what it had been producing in 2015.14 The decline of automotive production has been especially acute. At its peak in 2007, the German car industry produced 6.2 million vehicles. It still managed to produce just over 6 million in 2015, before suffering a sharp and sudden reversal. By 2022, Germany was down to making 3.7 million cars.15 Worse is almost certainly to come. In September 2024, Volkswagen announced that it is to close factories in Germany for the first time in its eighty-seven year history.16

‘Vorsprung durch Technik’ ran the Audi slogan that was first used in 1971 and plastered across the company’s adverts for the next twenty years. Few in Britain ever knew quite what it meant – ‘advancement through technology’ – but we realised what it was saying: lots of people make cars but only Germans use their brains. It might have convinced us at the time, but a little less so now as German cars have become synonymous with the gas-guzzling, overpowered executive car stuffed with microchips and other gadgets liable to leave you in the lurch by the roadside when they fail. German cars no longer shine for reliability. In the annual reliability survey conducted by What Car? magazine in 2023, based on the experiences of 22,000 owners, too many recently introduced German cars occupied lowly positions, while Japanese cars shone out as the ones least likely to cause their owners trouble. Lexus and Toyota were revealed as the most reliable brands, with Volkswagen 22nd, Mercedes 24th and Audi 26th out of 32.17 The lousy fuel efficiency of German cars somewhat contrasts with the country’s environmentalist image. In the magazine’s tests of real-world mpg (as opposed to official figures), bottom place went to the Audi S8, which achieved just 21.7 miles per gallon. In all, six out of the bottom ten places went to German cars, while six of the top ten places went to Japanese cars.18 Nor – and this is a personal opinion – do German cars exactly lead the world on comfort, something I found out the day someone gave me a lift in some BMW sports coupe. It felt like being dragged along the road as every single bump in the tarmac jolted through my buttocks.

At the moment, the clever thing is to convince your customers that your cars are economical and clean, and German cars are lagging behind on this. As the global industry began to tilt towards electric cars, German manufacturers were caught napping. They were late to bring new vehicles to the market, with US-based all-electric Teslas becoming the new darling of better-off UK motorists. Not even the opening of a Tesla factory in Berlin in 2022, however, has managed to revive the German car industry. At the cheaper end of the market, it is Chinese-made cars that are beginning to muscle-in. Germany – and Europe as a whole – has been throwing money at the battery industry, and failing. By 2023, 60 per cent of batteries for European-made electric cars were being manufactured in South Korea and a further 30 per cent in China. It is the same with other car parts. Meanwhile, Germany lost nearly a hundred companies which had been supplying its motor industry, along with 30,000 jobs.19 In 2023, Michelin announced the closure of three German plants.

Remarkably, the failure of the German car industry to involve itself in the growing market for electric cars happened in spite of Germany’s legal target for reaching net zero carbon emissions by 2045. On the one hand, Germany, like the whole of Europe, is trying to set the world an example by committing itself to one of the toughest carbon-reduction targets anywhere in the world. Yet, in reality, it is making little real progress in achieving them.

But surely Tesla must have received a warm welcome after choosing Berlin as the hub of its European operations? At first, the plan seemed to go well. The factory at Grünheide, in the old East Germany, was designed and built in just two and a half years, opening in 2022 and bringing 11,000 jobs to one of the poorest areas of the country. Within two years of opening, however, German environmentalists were trying to run it out of the country, setting up camps in the surrounding woods and throwing paint over the company’s Berlin showroom as they protested against traffic and the loss of trees.20 The factory also suffered an arson attack which took out its electricity supply – an extraordinary act in a country whose population until recently has seemed to take pride in being Europe’s industrial powerhouse.21 Other potential investors in Germany will be taking note: Europe’s once economic champion has become a hotbed of Ludditism. It wasn’t the only European resistance to Tesla, either. In the Netherlands, investigators rounded on the company after a German newspaper received data about company employees which appeared to have been leaked by a company whistleblower. Tesla was accused of not taking sufficient care to protect such data – although surely every company holds data on staff and customers which could be leaked by an insider, if they wanted to. In Sweden, a labour dispute between Tesla and a small group of its engineers erupted into a full-scale picketing operation, with dockworkers refusing to offload the company’s cars and postal workers refusing to deliver its post.22 It all rather fits a growing pattern, as we shall see, where Europe tries to frustrate the activities of large US companies whose success it has been unable to emulate.

Overzealous net zero targets are a large part of the problem in driving industry away from Europe. In spite of claims by the renewable energy lobby that wind and solar are going to save consumers and businesses a fortune, there is scant sign of any benefit so far; rather, energy prices in Europe have raced ahead of those elsewhere in the industrialised world. In 2022, industrial users in the UK were paying 18.55 pence per kWh for their electricity, including taxes. In Germany, it was the equivalent of 16.51 pence, and Italy 25.55 pence. In the US, it was just 7.21 pence, and South Korea 7.73 pence.23 It certainly isn’t ‘cheap’ renewables that were giving the latter two countries their low-priced energy, because they have markedly lower proportions of their electricity mix made up by renewables than do most European countries. In 2022, the UK generated 41.4 per cent of its power from renewables (which includes biomass), Germany 43.5 per cent and Italy 36.2 per cent. In the US, it was 22.4 per cent and South Korea just 8.7 per cent.24 Wind and solar might seem cheap on the face of it – or at least they did until a surge in commodity prices and interest rates in 2022. But they have to be backed up either with expensive storage or by gas – which itself becomes much more expensive when used intermittently to balance wind and solar output because it means plant is standing idle a lot of the time. Germany’s energy policy in recent years has been based on wind power combined with Russian gas – the supply of the latter going pop after the Ukraine invasion of February 2022. The countries with the cheapest electricity in 2022, by contrast, were those which had high shares of that reliable trio: gas, coal and nuclear. In the US, the heavy lifting was done by gas (39 per cent), coal (19 per cent) and nuclear (18 per cent). In South Korea the corresponding figures were gas (28.5 per cent), coal (34 per cent) and nuclear (28 per cent). In Europe, only France and Finland, with their high shares of nuclear energy, avoided the crunch in energy prices. Germany intensified its own energy crisis by closing down its nuclear industry, with well-functioning power stations closed prematurely in a panic reaction by former Chancellor Angela Merkel to the 2011 Fukushima disaster in Japan. Germany went ahead with the closure of three of its six remaining plants on New Year’s Eve 2021, in spite of the fact that Putin’s tanks were already amassing on the Ukraine border. Fifteen months later, it closed the remaining three, undeterred by having just limped through a winter of soaring energy prices.

High energy prices in Europe are already having a drastic effect on the fortunes of the industrial sector. In 2022, German chemicals giant BASF announced that it would no longer invest in Europe owing to high energy prices – EU carbon levies being a large part of the problem. Instead, it will build a new £10 billion plant in China, where electricity is cheaper – but 60 per cent of it is generated by burning coal. BASF is also planning to invest €3.7 million in the US by 2027, expanding petrochemical plants in Louisiana and Ohio at the same time as shrinking production capacity in Germany. ‘Europe is increasingly suffering from over-regulation, slow and bureaucratic approval procedures and above all high costs for most production factors,’ said Michael Heinz, chief executive of the company’s North American operation.25 Germany’s emissions aren’t so much being cut, they are in effect being offshored to Southeast Asia – and jobs and wealth with them. As Siegfried Russwurm, head of the BDI – which represents German industry – put it in February 2024, Germany’s policies for trying to cut carbon emissions are ‘more dogmatic than any country I know’, with the uncertainty over future energy prices driving manufacturers away.26

Is French industry doing any better? In January 2024, the country’s newly appointed prime minister, Gabriel Attal, used one of his first addresses in that role to draw attention to industrial decline in Britain: ‘Last week, because of Brexit, the last blast furnaces in Great Britain closed. Steel is no longer produced in the UK. In France, on the contrary, thanks in particular to investment from Europe, industry is coming back.’27 I don’t know what France he was talking about, but not the one depicted in his own government’s official statistics which show that French industry has stagnated, with industrial production showing no growth between 2015 and 2022; vehicle manufacturing was down 20 per cent on that period.28 We think of Britain as a deindustrialised country where manufacturing in 2022 accounted for just 8 per cent of GDP, but it is no less true in France where manufacturing accounted for 10 per cent of GDP, down from 23 per cent in 1960 and 14 per cent in 2000. In fact, this century the UK manufacturing sector has expanded a bit faster than that of France. In 2000, French manufacturing output was a little higher than in the UK: $228 billion compared with $218 billion (at 2015 prices). By 2022, the UK was out-manufacturing France, by $286 billion to $256 billion.29

A Ford gearbox factory near Bordeaux, a glassware factory in Orleans, a tyre factory near Bethune; these are just a small selection of the industrial plants closed in France in the past few years. They don’t even play at engineering any more in France; the last Meccano factory closed in Calais in 2023. This is all despite the French government’s efforts to keep factories open for political reasons. Any company that wants to close a factory in France, or even just amalgamate two small and inefficient factories into one new one, can expect merry hell. But it doesn’t help anyone in the longer term; it merely makes things worse by keeping unproductive plants limping along, causing companies needless expense and undermining their long-term future. In 2020, the state-owned car company Renault was reported to have a production capacity of 1.9 million vehicles a year but was in fact only making 655,000.30 However, it was struggling to close any of its surplus capacity because its numerous small factories – which had been built in various locations over the decades as job-creation schemes – were strongly defended by unions and local politicians.

Unions, indeed, have quite a lot to do with Europe’s economic stupor. It’s easy to believe that Britain is strike-bound, with train drivers, doctors and nurses all holding multiple walkouts in 2022 and 2023. True, it often seems as if Britain has returned to the bad old days of the 1970s when poor labour relations became known as the ‘British disease’. But things could be worse. Actually, during the decade 2010–19, Britain was one of the least strike-affected European economies, with an average of 17.9 days lost to strikes per 1,000 employees per year. That put it on a par with Germany, often portrayed as a European country with especially good industrial relations. It was far less than Spain (49.1), Belgium (97.7) or France (127.6). It was less even than Norway with its image as a calm and sensible, if sometimes a little dull, place. It is true that British labour relations have deteriorated severely in the past four years with an average of 88.9 days per 1,000 workers per year lost to strikes between 2020 and 2022 – mostly on the back of long-running disputes in the rail industry and the NHS. That puts Britain among the worst countries in Europe, though still not nearly as bad as Belgium (163.9).31 But the tendency to down tools should really now be known as the Finnish disease – given that a shocking 433 days per 1,000 workers per year were lost to strikes in 2020–22. The Scandinavian model of social democracy has collapsed in Finland, which has entered its own permafrost of discontent. In one week in February 2024, 300,000 workers were estimated to have walked out on strike, paralysing public transport, air traffic control, nurseries, shops and hospitality, chemicals works and – especially worryingly – nuclear power stations. Nearly all trains were stopped and many supermarkets closed, with one exception: Alko, the Finnish government’s monopoly on alcohol sales was open as usual, which in a way made the whole business seem even more hopeless. All you could do in strike-bound Finland was drink yourself blotto. The striking workers were reacting to economic reforms which would see benefits reduced and the right to collective bargaining subjected to greater control.32

European workers do love not to work. German employees lead the developed world for the number of days they take off for sick leave – an average of 19.9 in 2019, even before the Covid-19 pandemic had a chance to impact the figures. Among OECD (Organisation for Economic Co-operation and Development) countries, only Mexico, on 30, was higher. The Czechs, on 17.2, and Slovaks, on 16.9, were not far behind the Germans. In Britain, the corresponding figure was 4.6, and in the US 6.33 Germany’s work absence problem was little better by 2024, when an average of 19.4 days were lost per worker, adding up to a total of 158 million working days. According to pharmaceutical group VFA, sickness absence is costing the German economy €26 billion per year, taking 0.8 per cent off GDP. In other words, had German workers managed to go to work just for half the days they lost to sickness absence in 2023 the economy might have grown rather than shrank.34 It is not a great compliment to Germany’s healthcare system – of which more later – if workers are needing to take a day off work nearly every other week.

Even when they do turn up, German workers have the shortest working hours of any OECD country, averaging 1,341 hours a year in 2022. It is France, with its official 35-hour working week, which has the reputation for long lunches and knocking off early, but its workers are relatively industrious compared with the Germans, working an average of 1,511 hours per year. Among others at the low end are Denmark, on 1,372 hours, the Netherlands, on 1,427, and the Swedes, on 1,440. The average worker in the UK manages 1,532. It is a step up before you get to the world’s fastest-growing developed countries: the average US worker puts in 1,811 hours and the average South Korean worker 1,901.35 The OECD average is 1,752. It isn’t just the overall lack of working hours that marks out Germany but the speed at which they are falling – the average employee worked 67 fewer hours in 2022 than they did in 2012. That is two whole working weeks which seem to have gone missing. It is little wonder that economic growth is so sluggish. The German workforce claims a high rate of productivity per hour, but there is only so much you can get done if you are knocking off after thirty hours a week.

We rightly decry the failure of infrastructure projects in Britain, which invariably seem to get delayed for years and escalate in price multiple times. But are things really much different in the EU? When Tony Blair’s government decided to revive nuclear power in Britain, a decade after the last new plant, Sizewell B, went online, French state energy company EDF seemed a good bet to build a new plant at Hinkley in Somerset. Britain, in typical fashion, had squandered a pioneering role in nuclear power. The world’s first nuclear energy plant opened at Calder Hall, Cumbria, in 1956 – yet, by the 2000s, no more plants were being built and the country’s expertise in the field had dissipated. Unlike Britain, France had stuck with nuclear power throughout the 1970s when the technology generated large environmental protests, and carried on with it in spite of the Chernobyl accident in 1986. EDF seemed keen to help out. In 2007, the company’s then chief executive promised that Britons would be dining on turkey cooked with nuclear power from Hinkley C at Christmas in 2017. Another company involved in the design, Areva, declared that Hinkley would be able to generate electricity at just £24 per megawatt hour, about half of the then market rate for electricity.

Yet, by 2013, before EDF had even committed to the project, the UK government was having to offer four times as much – in that year EDF agreed to a ‘strike price’ of £92.50 per megawatt hour, rising with inflation and guaranteed for thirty-five years. By 2017, work had at least started, but there wasn’t much more than a hole in the ground – and Hinkley C was itself beginning to look like the turkey. EDF was struggling to complete two other plants of the same novel design, called a European Pressurised Reactor (EPR). The one at Olkiluoto, Finland, was supposed to open in 2009 but finally started generating electricity only in 2023. Flamanville, in Normandy, was supposed to be open by 2013 but as of 2024 was still not generating power. Weaknesses in the steels and welds had held up the project for years, sending costs
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