Prosperity
Six Pillars of a Better Future

Britain’s engine of economic prosperity has been stalled for over a
decade, with weak growth and stagnant wages now compounded
by a vicious squeeze on living standards. The potential for an
economic revival powered by the technological revolution lies
ahead, but policymaking is stuck in a short-term, reactive mode,
generating superficial initiatives that come and go, which act as a
cover for economic fatalism. We need a comprehensive, long-term
plan to restructure the economy, equip our people and reap the
economic benefits of new technologies that will put us back on a
path to prosperity.
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Britain’s Risk of Relative Decline
Now outside the EU, Britain’s economy must be made more competitive by making
business easier, our infrastructure better and investment in the UK more attractive. We
must build on our key economic strengths – including financial and business services,
life sciences, creative industries and green technology – while tackling the competitive
disadvantages that have resulted from a botched Brexit. Siren songs of an inward-looking
economic nationalism and efforts at reshoring supply chains must be resisted if we are
to revive prosperity and growth.

A New Agenda for Prosperity
A bold new agenda must focus on preparing our people, infrastructure and institutions
for the economy of the future, while combining technological potential with an enabling
state. This agenda should:
Redesign the tax system to be pro-growth: Over the past decade, short-run tactical
reforms have moved us further away from a fair, efficient and simple tax system to one
that is incoherent and cuts across efforts to stay competitive. A strategic approach to
tax reform during the next decade should gradually shift the tax base away from work,
business and the fruits of innovation, and towards land and externalities like carbon
emissions and road congestion.

We must build on our key economic
strengths while tackling the
competitive disadvantages that have
resulted from a botched Brexit.
Prepare people for the workplace of the future: As our knowledge economy
matures, employers will increasingly want staff who combine cognitive and complex
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non-cognitive skills, like teamwork and problem-solving. To deliver these skills for more
of our people, we need to radically raise our ambitions on education. We must seek
to expand higher-education participation to 70 per cent, raise the level of attainment
and broaden the curriculum.

We must focus on preparing our
people, infrastructure and
institutions for the economy
of the future.
Invest in the infrastructure for cleaner energy and transportation: The net-zero
economy will need a decarbonised electricity system, roads set up for electric vehicles
and clean cities connected with fast inter-urban transport. To achieve this, we need to
support innovation through clear, long-term incentives that crowd in private investment,
deliver existing plans like HS2 and remove planning barriers when they get in the way of
delivering critical infrastructure.
Foster technological diffusion by driving competition and supporting key sectors:
In a rapidly evolving digital economy, we need to ensure a productivity-enhancing churn
of companies and prevent the largest firms from stifling competition. The state needs
to adopt fresh thinking on how it can help diffuse technological know-how across the
economy and close the growing gulf between our most successful businesses and the
rest. The fintech sector, the digital-media clusters in Manchester, the artificial-intelligence
and data-science capabilities of Birmingham and Leeds, and the renewables industry in
the North East must be supported.
We should look to build capacity across the UK through regional centres of excellence
and innovation, fostering talent, research and business density.
Finance is also key, and we should expand upon the success of the Life Sciences
Investment Programme to increase the supply of venture growth finance to UK lifesciences companies.
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Strengthen trading relationships: Finding a pragmatic agreement with the EU on
Northern Ireland is key to rebuilding trust and business confidence, and alleviating some
of the competitive disadvantages British firms now face. We should strive to fix the
problems of our trading relationship with the EU to remove unnecessary frictions that
hamper businesses, discourage investment and crimp growth.
It’s time to escape 20th-century thinking about a role for the state defined primarily
by its size. We must move to a vision of an enabling state that maximises our
collective prosperity.

Further Reading

Home Advantage? Rhetoric Versus Reality in the Reshoring Debate
Principles of Tax Reform: A Post-Covid Opportunity to Build a Fairer System
We Don’t Need No Education? The Case for Expanding Higher Education
Avoiding Gridlock Britain
Fixing the Northern Ireland Protocol: A Way Forward
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