‘STATISTICAL FOG’: THE RECURRING CHALLENGES

OF BRITISH ECONOMIC POLICY-MAKING

Contemporary anxieties among British policy-makers about the performance of other ‘rival’ economies and the value of economic data – what Bank of England governor Mervyn King calls ‘statistical fog’ – are nothing new, according to research by Dr Glen O’Hara.

Prime Ministers Harold Macmillan and Harold Wilson were both appalled at the lack of information they could call on in exactly the areas that concern the Bank and the Treasury today: the balance of payments, immigration, productivity and economic growth.
And the 1950s and 1960s saw Britons urged to be more like other people: to have industrial relations like Swedes, training like the French, public services like the Germans and even science on a Soviet model.
Economic policy seems to have become more difficult

But economic policy does seem to have got more challenging, and more complex, over the last few years. For one thing, the data always seem to disintegrate in decision-makers’ hands. Even the current governor of the Bank of England admits that policy-makers proceed in a ‘statistical fog’; it is often difficult to see what is happening in the economy, let alone manage and govern it.

Is growth accelerating or decelerating? The City says one thing, and the Chancellor – more often than not correctly – another. Are house prices rising or falling? It depends on which of the seven main surveys you read. How many immigrants are coming into Britain? One has to distinguish between watching the ports, and watching the airports.

Never before has Britain’s now-beleaguered Office for National Statistics come in for quite such a public battering. 

Foreign examples have also appeared to become much more important. The last few weeks of 2006 alone saw Britain asked to embrace the example of Finnish schools of information technology, lighter planning regulations such as those in the United States, better vocational training like Germany’s or the road tolls of the French.

The outside world has always ‘threatened’ Britain

Exhortations to become more like other people, became ever more insistent during the post-war ‘golden age’ when inflation was low but growth was rapid. France and Germany, the gloomiest thought, would permanently overtake Britain.

But at the dawn of the twenty-first century, she was still ninth in the OECD’s competitiveness ratings, and still leading her two European rivals. Her citizens were wealthier than Germany’s, and only 4% poorer than those of France; by 2006, Britons were on average richer than the French.

This long-term perspective should help us to understand the limits of other people’s models. These exhortations tell us more about our politicians’ views of good citizens than what really happens in other countries.

The 1950s and 1960s saw Britons urged to be more like other people: to have industrial relations like Swedes, training like the French, public services like the Germans, even science on a Soviet model. This ‘declinist’ framework, built up while Britain was in fact growing faster than ever, was propagated and popularised by a web of pressure groups and experts that are still influential today: the OECD, the European Union and the United Nations.

Nothing has changed about this, except perhaps that meetings of, and publications from, those bodies have grown apace. It may be time to reassess others’ problems, and look closely at British strengths.

The lessons of history?

This study ties together these anxieties about the value of economic data and the performance of other ‘rival’ economies. Historians bring a unique viewpoint to these debates, for they can peer over the long view, and show contemporary decision-makers how old their worries are.

There was a flurry of statistical reform in the 1950s and 1960s, driven partly by exactly the realisation that policy-makers seem only to be waking up to now. Prime Ministers Harold Macmillan and Harold Wilson, the first a one-time Chancellor and the other a university economics lecturer, were both appalled at the lack of information they could call on concerning exactly the areas that concern the Bank and Treasury today: the balance of payments, immigration, productivity and economic growth.

Understanding this – making clear that ‘new’ concerns are not fresh, nor hardly acute – should help policy-makers sleep at night.
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