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Let me say first of all that I have absolutely 
no idea how the Welsh economy is going to 
evolve over the next two or three decades, so 
if you’re expecting a crystal ball job, you will 
be disappointed. I want to focus on the fact 
that within the policy community in Wales 
and among those people interested in Welsh 
policy, there’s an emerging debate about the 
right way to take things forward. I want to 
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recent performance been like? In doing that 
I’m grateful to Professor Robert Huggins at 
Cardiff University who has built a database 
of nearly 500 regions around the world, 
sub-state regions ranging from Bridgeport, 
Connecticut, very wealthy to Uttar Pradesh 
in India, not so well off. We’ve got the data 
for these 450-odd sub-state regions and we 
have constructed a sort of prosperity index 

for them. It’s mainly Gross Value Added per 
head  (GVA), the GDP measure, but we have 
also put in activity rates and wages, so we can 
see whether the prosperity is fairly general. 
Figure 1 ranks these regions from the rich to 
the poor and you’ll notice there’s a kink in the 
middle of the distribution.

delineate the two points of view which are 
out there, to point out the difficulties with 
both and to see whether there’s any synthesis 
which would make for a consensus as to 
how we do try to take this small country 
forward in economic terms. Before I do that 
I suppose it would be as well to set the scene, 
to ask the question: where is Wales at the 
moment in the world economy, what has its 

Wales
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That kink turns out to be statistically 
significant. Cluster analysis reveals that 
regions on either side of the kink have much 
more in common with each other than they 
do with those on the other side of the kink. 
Basically the world does divide into the 
relatively well off, and the relatively poor 
in terms of characteristics and also in what 
seems to determine their position within their 
own group. Now, that red line there is Wales 
so the good news is we’re in the rich group. 
The bad news is we’re right near the bottom 
of it, we’re at about 208, and that kink is 
about 225, so we are in the relegation zone.
 
Figure 2 compares Wales and three 
regions that are rather like it in terms of 
the prosperity index with the three most 

GDP/Head
($)

Mean Gross 
Monthly 
Earnings

($)

Economic 
Activity Rate

Labour 
Productivity

Bridgeport-Stamford-Norwalk, CT
Metropolitan Statistical Area, US

87,444 8,773 69.9% 157,344 

Luxembourg, Luxembourg 83,646 8,212 56.6% 180,337 

San Jose-Sunnyvale-Santa Clara, CA 
Metropolitan Statistical Area, US

80,105 8,984 67.6% 149,680 

Wales, United Kingdom 24,908 2,558 58.2% 52,418 

Puglia, Italy 21,503 2,549 40.9% 61,926 

Brandenburg, Germany 26,475 2,278 62.2% 48,188 

Fig 2

Comparing Wales and its peers with the richest regions

prosperous regions. Our neighbours are 
Puglia, Calabria and Brandenburg in East 
Germany - that’s the area just east of Berlin. 
The top three are Bridgeport, Connecticut, 
Luxembourg and San Jose, California, the 
Silicon Valley area. Our GVA per head, (this 
data is a year or two old) at $25,000 is a 
third of these rich regions, rather similar 
to Brandenburg and a little bit more than 
Puglia. If you look at monthly earnings it’s 
the same story. There’s not much difference 
in economic activity rates but there is in 
productivity. Our labour productivity is at 52, 
the rich regions are up at 157, three times as 
much. These are material differences. We’re 
not just a little bit worse off, we’re roughly at 
a third of the level of the richest regions in 
the world. 

How does the UK as a whole look on this 
ranking? This exercise has cured me of ever 
talking about London and the South East. 
The South East has got nothing to do with 
London, it’s more like Scotland. London 
ranks 23rd in these 450 regions; it’s one of the 
richest areas in the world. The South East is 
the next highest UK region but it is at 138, 
much closer to Scotland at 152 than it is to 
London. London is completely detached from 
the rest of the UK economy. Most English 
regions are in this 170/180 area and then 
there are three laggards, the North East, 
Northern Ireland and Wales all about the 
200 mark. The UK as a whole presents a very 
disparate picture and of course this is one of 
the things that’s led to political controversy 
recently. There’s a view going around that 
globalisation has brought great benefits to 
the world but it has led to an increase in 
inequality. We know GVA per head in Wales 
is 71% of the UK average but within Wales 
if you go to Anglesey or Blaenau Gwent, 
you’re talking about 50% of the UK average, 
and such low average incomes are associated 
with lots of indicators of multiple deprivation. 
Wales’ GVA per head is 71% of the UK, but it 
is 40% of London, which is 72% above the UK 
average. 
 
Now some people say this is terrible, this is a 
scandal, why is Wales so poor?  Yet the fact 
is there is no mystery in the history. Wales 
has always been poor. In the pre-industrial 
era we didn’t have much arable land. There 
was a little bit in Anglesey and a little bit in 
the Vale of Glamorgan and otherwise you’re 
talking about pastoral farming in upland 
country and very low population densities. 
It’s very difficult to have rapid growth with 

very low population densities. We did hit the 
front briefly, in the 1820s or ‘30s or when we 
had the two largest industrial plants in the 
world, Cyfarthfa and Dowlais making iron. 
It was industrialisation based on extractive 
industries and it was all financed by foreign 
capital. Crawshay, Fothergill, Guest: these 
are not Welsh names. The money came from 
outside and when the extractive industries 
ran down, they left the spoil tips, but the 
money had mainly gone. 

 
 
 
 
 
 

Wales has been in relative decline certainly 
since the late 19th Century. The big fall in 
relative Welsh incomes in more recent years 
was in the 1980s and ‘90s with the final 
collapse of the coal industry and with the 
continued emaciation of steel. Before we get 
too gloomy, let’s look at growth this century 
in Figure 3.  Now, you can look at this in 
two ways. If I were in the pay of the Welsh 
government I’d say look, we’ve stopped the 
rot. The UK economy has grown by 31- 32% 
since 2000, the Welsh economy has grown 
at 32%, so no further loss in relative position.  
That’s faster than half of the regions of 
England. The north has done fairly well, 
growing at 38%; London of course has done 
well and Scotland has had a clear devolution 
dividend. Since I am not in the Welsh 
government I would say I’m not sure whether 
we have stopped the rot, but we haven’t made 
any relative progress.

The UK as a whole presents 
a very disparate picture and 
of course this is one of the 
things that’s led to political 
controversy recently.
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Fig 3

Source: ONS

Growth this century

Regions % change 2000 - 2015*

UK average 31.6

North East 40.2

North West 38.0

Yorkshire and The Humber 30.7

East Midlands 29.6

West Midlands 23.4

East of England 25.3

London 38.3

South East 26.8

South West 30.4

Scotland 38.5

Northern Ireland 21.0

Wales 31.6

I had a French master at school who once 
wrote a report saying Holtham maintains 
a consistent level of mediocrity and I think 
we could say that Wales has maintained a 
consistent level of mediocrity. He then called 
me in and said, do you know what that really 
means? I said, no Sir. He said, it means lousy 
all the time.

So, what are we going to do about this? 
There are two schools of thought emerging 
about this and these are the ones I really 
want to talk about. The one which is I think 
orthodox in terms of development economics 
says you’ve got to go for export-led growth. 
No country since the Second World War 
has made material advance relative to 
other countries by any other means than 
developing exports. That’s the way they’ve 
all done it, even if they’ve got large domestic 

markets like South Korea and Japan, they’ve 
still had an impressive export performance. 
In small countries, your domestic market isn’t 
big enough, you can’t achieve scale economies 
and you’ve got to export. That is essentially 
the orthodox view.

The other school of thought takes a rather 
more pessimistic view. It says well that may 
be true, but forget it because we just can’t 
do it. What we have to do is to protect living 
standards in what has come to be called 
the foundational economy. I’ll come back to 
what that might mean. Let’s talk first about 
the export route. The country that’s most 
conspicuously succeeded on this path is 
Taiwan. Other success stories like Korea have 
attributes that make it unsurprising that it’s 
done so well. You can probably think of a 
couple of large Korean companies, Samsung, 

Hyundai, etc. If I asked you to name big 
Japanese companies you could reel them off, 
Fujitsu, Sony, Toyota etc.  Can you think of a 
large Taiwanese company? Probably not, and 
think about the position of Taiwan at the start 
of this period.

It has no natural resources. The Kuomintang 
came in after the Chinese civil war and 
imposed themselves on the local population 
so creating plenty of room for friction. They 
did have a land reform which was good. They 
have achieved, however, a higher income 
per head than Japan which means it’s a lot 
higher than the UK and let’s not talk about 
Wales.  It can be done from apparently 
unpropitious circumstances. How did they do 
it? It was to start off by becoming the cheap 
manufacturer of choice for other people’s 
products particularly Silicon Valley. They 
did it so well that after a while you wouldn’t 
dream of designing your box to be assembled 
in Taiwan without talking with them about 
the best way to design it, to facilitate efficient 
manufacturing. They went from merely 

manufacturing to becoming expert in 
manufacturing techniques, to knowing how 
to design products for manufacture. They 
climbed up the value chain.

A classic case of this is that icon of American 
innovation and inventiveness the iPhone. 
The numbers in Figure 4 are the numbers 
of suppliers in an i-Phone, but those 42 
Taiwanese suppliers provide more than 50% 
of the value added in that phone. That’s how 
Taiwan did it. They didn’t build big brands 
but they became indispensable in globalised 
supply chains. The lessons that one might 
draw from that are: that exporting is key, 
it keeps you competitive; you’ve got to use 
your existing skills and develop them to 
plug into global supply chains; and if you’ve 
got a diaspora, use it - turn the brain drain 
into a brain exchange. Those were the 
lessons in Taiwan and it is probably the most 
conspicuous case of a general phenomenon 
that countries that have prospered well have 
done it through the export route.

iPhone 6: Global supply chain

Top Suppliers:

*Over 50% Taiwanese

CHINA

USA

JAPAN

TAIWAN

KOREA

349 *

149

60

42

32

Fig 4
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Now, can Wales do that? It’s a legitimate 
question. Do we have the international 
contacts via the diaspora or otherwise, can 
we develop them? Do we have enough home 
grown companies with the know-how to 
get into global trade. Do we have the policy 
know-how to help them if they need help? 
Of course, there’s a perhaps slightly more 
speculative question, is the open world 
economy going to persist in the way that it 
has in the last few decades? Is the populism 
that people are talking about, the election of 
Trump and America First and indeed Brexit, 
are these the signs that there’s a popular 
reaction against open trade? If so, it’s going 
to make the export route that much more 
difficult. Let’s suppose we can do it because 
there are reasons to think we can; there 
are certainly a number of enterprising and 
successful companies in Wales. The thing to 
remember though is it’s not going to solve 
all political problems. Even if we raise GVA 

substantially through successful export led 
growth, it will not be labour intensive. There 
is no future in trying to provide cheaper 
labour than the poorest people in the world.

Any export industries that we have will be 
know-how intensive, they won’t be labour 
intensive and they won’t provide a lot of jobs. 
They won’t provide any answer to concerns 
that automation for example will continue 
to reduce employment opportunities in 
the service as well as the manufacturing 
sector and therefore this hollowing out in 
the middle of the labour market that we’ve 
observed will continue with increased 
inequality. Even if we get richer, it doesn’t 
necessarily solve those problems. You can 
imagine a situation in which Bridgend and 
Cardiff and Chepstow are quite prosperous, 
and Merthyr is in the same position as it is 
now. And of course, because Wales is not a 
sovereign country, we do not have the fiscal 

mechanisms that would help the state to 
rebalance, if you get that kind of inequality 
emerging or being aggravated.

All the corporation tax that successful 
exporting companies pay will go to London. 
If HMG spends the money there’ll be some 
coming back to Wales via the Barnet formula. 
Call me madcap but I don’t think looking 
after Merthyr is going to be the first priority 
on the British Government’s list of concerns. 
I think we can raise prosperity by export-
led growth but it will be very difficult and 
even if it worked, it wouldn’t solve all the 
problems. Those considerations fed the desire 
to do something different, to go another way. 
This is the foundational economy view. It is 
based on pessimism about the prospects for 
export led growth. The Centre for Research 
and Economic and Social Change at the 
University of Manchester which is the main 
fount of these arguments, has said that Welsh 
businesses sell mundane products in mature 
markets so fast growth is not really possible. 
They say, in any case, the challenge is not to 
close the GDP gap but to improve the supply 
of foundational goods like housing, transport, 
healthcare to raise wellbeing. We should try 
and develop our local resources to provide 
the very basic things that people need. The 
idea is to pressurise supermarkets and big 
retailers to make more use of local suppliers 
as well as getting local government to do 
the same thing. The Foundational Economy 
Manifesto reads:  “The radical aim is clear.  
In a dismal national context of slow failure 
and continuing relative decline we have to 
imagine how we can develop foundational 
activities to create employment, build 
stronger supply chains and networks, provide 

a more local basis for decisions about how 
products are sourced and distributed…” 

Underlying this is a philosophical issue:  
what is economic growth for? I don’t know 
if any of the advocates of the foundational 
economy approach would put it in these 
terms, but there’s a questioning of growth 
by consumerism. Why strive to get more 
tat?  It’s much more important that we’re all 
mates together and we build up communities 
through our foundational activities so people 
can have a decent school and a decent 
hospital and things like that.

There is I think, underlying this view, not 
only a pessimism about the possibility of 
standard economic development but also a 
slight philosophical distaste for mercenary 
activities. You may disagree with that 
philosophical view anyway but there are 
actually practical problems in achieving the 
foundational economy objectives. First of all 
you’ve got to try and gear up local companies 
to provide the services that they’re not 
currently providing. It isn’t clear that that’s 
any easier than trying to push your more 
productive firms into export success. It’s 
clear though that this is an approach that 
could easily degenerate into protecting and 

Now, can Wales 
do that? It’s a 
legitimate question.

Gerald Holtham with (L-R) David Austin (Managing Director, Hodge), Professor Patrick 

Minford (Chair of Applied Economics, Cardiff University), Adrian Piper (Chairman, Hodge)
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featherbedding local suppliers so the services 
don’t improve. The local builder becomes 
better off, but your house is still jerry-built. 
At its worst, the approach could become a 
recipe for a sort of cosy stagnation, even a 
bit of corruption. When it comes to pressing 
international companies like supermarkets it 
really isn’t obvious how much leverage the 
Welsh government has. It’s perfectly true 
that a supermarket is grounded. If you want 
to serve the population of Aberystwyth, 
you’ve got to have your supermarket in 
Aberystwyth, but if you make it really 
onerous to do so, how important is the 
Aberystwyth market to Tesco? I don’t think  
it can weigh heavily in their overall strategy,  
so there is surely a limit to the leverage you 
can exert. 

Furthermore, if we’re saying that we don’t 
care about conventional growth where is 
the Welsh government going to get the 
conventional tax revenues to spend the 
conventional money on the unconventional 
activities? I think there is a real issue about 
whether the fiscal numbers can be made  
to add up.

Here we have these competing philosophies 
and it’s natural to ask whether there is 
anything they agree on because they do seem 
divergent. I think there is something they 
agree on. They observe first of all that Welsh 
firms are either branches of international 
companies or they’re very small. We don’t 
have very many home grown middle sized 

Most Welsh businesses are tiny:

All size bands
All size bands

Micro (0 - 9) Small (10 - 49) Medium (50 - 249) Large (250+)

240,590 9,265 2,105 1,675 253,635

Fig 5

businesses. When we have one it tends to 
disappear, like Boom, or Rachael’s Dairies.   
They get to a certain size, hit the wall and 
sell out. We have not been able to develop a 
Mittelstand in Wales.

This is an observation which is common to 
both parties. Whether you want to have 
export orientated, export-led growth or you 
just want to improve domestic services and 
conditions for people’s everyday lives, you 
could argue that the missing link in either 
case is grounded companies which are able 
to develop from being small to being medium 
sized, successful companies.  Grounded 
successful companies are the missing link 
in both cases. Figure 5 shows you the size 

distribution of Welsh companies. There 
are some 250,000 who employ 0-9 people. 
There are 9,000 who employ 10-50. The 
overwhelming majority of our companies 
are extremely small. Having said that if you 
look at turnover in the economy most of it is 
produced by the few large companies with 
250 or more employees as show in Figure 
6. There is more turnover from those large 
companies than there is from the rest of the 
companies put together. 

Source: Stats Wales

Turnover by business size:

All size bands
All size bands

Micro (0 - 9) Small (10 - 49) Medium (50 - 249) Large (250+)

20,108 13,150 14,236 69,619 117,113

Fig 6

Source: Stats Wales
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So much for turnover.  Now consider employment and I think Figure 7 does show the hole 
at the heart of the Welsh economy. Most people are either employed in micro businesses or 
they’re employed in large businesses employing more than 250 people. We don’t have, enough 
companies in the middle section and that is one of the abiding weaknesses of the economy. 
Thanks to the generosity of the Hodge Foundation, which is financing a study of the regional 
economy in Wales at Cardiff Metropolitan University, a survey was conducted of companies to 
ask what is the constraint to their growth. We went out and talked to a number of companies 
and asked them why aren’t you bigger?

Employment by business size:

All size bands
All size bands

Micro (0 - 9) Small (10 - 49) Medium (50 - 249) Large (250+)

392,700 176,700 136,400 437,500 1,143,300

Fig 7

We tried to identify companies that because of the sector they were in, or their own 
characteristic, appeared to have growth potential. Of the companies we saw 80% said they did 
indeed have plans to grow in the next five years, in Wales. Most of them were selling much 
more than half their output outside Wales. A third of them were collaborating on R&D with 
firms or universities in England or Wales. Some 18% of the sample said they had no particular 
obstacles to growth.  Another 18% said finance was a constraint, which doesn’t sound a high 
proportion, but I’m going to unpick that because it turns out to be quite important after all. 
62% said they couldn’t hire suitable people. If they wanted technical people, sales people, 
managerial people it was very difficult. One Fintech firm were looking for a strategist and they 
finally found him. He lives in Edinburgh and he’s going to fly down and commute to Cardiff on 
a weekly basis. So people and skills is the number one hole that companies tell us about.

Here’s another really striking number:  93% 
of these companies had applied for support 
or subsidy from the Welsh government. Now 
51% had found the experience satisfactory, 
42% not satisfactory. When we probed that, 
we discovered the companies who had a 
satisfactory response were often firms from 
outside Wales coming in because there was a 
grant available. We should not criticise that.  
Admiral, for example, is in Wales because 
there was a grant available and it has been a 
huge success. Most of the companies who said 
dealing with the Welsh government had been 
satisfactory had come into Wales in response 
to a grant. Most of the companies that said 
their experience was unsatisfactory were the 
ones here already trying to get some support 
of some kind or another and they often 
described the experience as painful.

It seems there has been within the 
bureaucracy a bias in favour of attracting 
business in rather than helping the 
businesses here already. I’m probably 
overstating the case somewhat and things 
may be changing now but that was the 
pattern that emerged from the experience of 
companies in recent years. The 18% who were 
having trouble raising finance were mainly 
Welsh-based companies who had always 
been here and were finding it difficult to find 
growth capital. 

We’ve seen that skills and personnel is a 
big problem and the Welsh government 
commissioned some research which looked 
at what drove productivity in different 
companies. According to the analysis you 
get a 10% increase in productivity if you 
increase the ratio of full-time to part-time 

employees. Having part-time employees that 
you don’t invest in isn’t good for productivity. 
Moreover, a 10% increase in the labour force 
with NVQ2-3 will raise productivity by 1.6% 
and a 10% increase in NVQ4 plus, will raise it 
by 1¼% as well. From statistical analysis  
we can actually trace the effect of low levels 
of training. 

This is true of higher education as well. 
Figure 1 showed prosperity in the regions 
of the world and there was a break in the 
middle of the sample. If a region is in the 
poorer group and wants to improve its 
ranking in that group, the most important 
thing appears to be spending on primary 
and secondary education. Higher education 
doesn’t matter. In the richer group, however 
higher education matters even more than 
primary and secondary education. Now of 
course I’m not pretending that we have got 
causation nailed down here. If you’re rich you 
can afford to spend more on education so the 
causation could run in either direction. It is at 
least noticeable that the countries at the top 
of the list, the very well-to-do countries are 
spending, per capita, two and a half to  
three times the amount spent by countries 
like Wales. 

The 18% who were 
having trouble raising 
finance were mainly 
Welsh-based companies

Source: Stats Wales
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 Professor Patrick Minford welcomed Gerald Holtham

Figure 8 confirms that. Interestingly it also 
shows R&D expenditure by government 
doesn’t seem to have any correlation with 
prosperity. R&D expenditure by private 
business does seem to be important. In the 
three top regions it is ten times what it is in 
Wales. We can argue about cause and effect 
but the correlation is striking. Fostering R&D 
spending by business is challenging for the 
government. Meanwhile, I think Wales needs 
to invest more both in training and indeed in 
higher education. I don’t know how we do it, 
but we do need to do it.

A problem in company finance is that there 
are a lot of schemes to get companies started. 
Venture capitalists may give you a start 
but then they want the money back after 
three to five years. What happens then? 
Where do you get the capital to continue to 
grow without selling out? We’ve now got 

a development bank in Wales and this is 
going to help to plug the gap. Certainly its 
antecedent organisation, Finance Wales, 
didn’t succeed in really plugging this gap. I 
met a lot of entrepreneurs who said you’re 
okay for three years and then they want the 
money back. 

There is an issue, and it’s not just a Welsh 
one, but an issue in UK finance that long term 
or more patient capital is hard to come by. 
It’s very hard to come by for even successful 
firms who can’t provide lots of collateral.  
What can happen is the entrepreneur 
says okay, I can’t grow. I’m happy with my 
turnover of £5m or £6m.  I’m making half 
a million a year. I’ve got a nice house in 
Cyncoed, I can even enjoy myself at the 
weekend. I am not going to take on a lot of 
debt and risk my business. And all the people 
who want to give me equity want to take an 

arm and a leg and my right eye as well, so 
I’ll forget fast growth and just settle into a 
comfortable slow-growth equilibrium.

I do believe that if we had a different financial 
sector that could support these businesses 
we could push some of them to grow to a 
bigger level that they have the capability to 
do it. The other element is succession finance. 
The Welsh government is well aware of 
this problem and it set a fund up to provide 
succession finance for entrepreneurs to 

retire or to take equity out of the business, 
without the business being sold and leaving 
the country. The trouble is the fund is about 
£50m sterling. If a company has a turnover 
of £400m, £50m is not going very far in 
assuring that that company can stay  
in Wales. 

I think we do have specific holes in  
the financial provision, patient scale up 
capital and succession capital. 

Higher education matters

$US

Per capita 
expenditure 
on R&D by 

government

Per capita 
expenditure 
on R&D by 

business

Number of 
patents issued 
per one million 

inhabitants

Private equity 
investment per 

capita

Public 
expenditure 
on primary 

and secondary 
education per 

capita

Public 
expenditure 

on higher 
education per 

capita

Bridgeport-
Stanford-

Norwalk CT

13 2721 672 63 2893 770

Luxembourg 224 1058 944 230 2677 603

San Jose-
Sunnyvale-

Santa Clara CA

48 1796 905 315 1824 1044

Wales 12 173 58 187 1541 287

Puglia, Italy 17 44 59 22 1250 247

Brandenburg, 
Germany

190 92 212 53 909 373

Calabria, Italy 10 10 27 21 1209 249

Fig 8

Source: WCIR data base
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Two philosophies of development have been 
proposed but neither of them seem to me 
likely to resolve all of Wales’ problems on 
its own. We do need some kind of a difficult 
synthesis. The common element seems to 
be we don’t have enough companies able 
to get out of the small company box and 
grow to medium size. I believe that there 
are companies in Wales who have got that 
growth potential. Some are on the export 
side who could be helped to integrate into 
international markets and others could be 
fostered to meet the basic needs in Wales 
and that is the sector that will provide 
most employment. You will not get a lot of 
employment in exporting.

In both cases they require an improvement in 
our training and our education provision and 
I know that’s easy to say. The next question is 
how we’re going to do achieve it and this wise 
guy has no idea. But we can at least say that 
it’s necessary and should be an even bigger 
focus of policy than it has been hitherto.

If we’re going to keep businesses grounded in 
Wales we do need to find a source of patient 
scale-up capital and allow entrepreneurs to 
stay in the country when they want to take 
equity out. I think this will require quite 
innovative changes in finance because there 
is a gap. If you talk to would-be investors in 
small companies there is so much they are 
willing to pay for equity and then you talk 
to the business man and if he’s going to sell 
equity he wants a decent price.  Between 
these two prices, there is a gap. Finding 
structures where you allocate risk and return 
in a way that satisfies both parties is not 
trivial but I do believe it can be done and 
should be done. Perhaps in the Development 
Bank the institution is now there to engineer 
solutions.

Finally, I don’t think that the Welsh 
government at the moment has the expertise, 
the processes or the institutions to play a full 
role in delivering all the changes we need. Let 
me give you just one example. Everybody’s 

The lecture engaged guests from the business landscape of Wales and beyond

Conclusions

1. Two Philosophies of development have been proposed but neither 
seems likely to resolve Wales’ problems on it own

2. We need a difficult synthesis that aims to develop a Welsh 
Mittelstand of medium size companies

3. There are companies in Wales with high growth potential who could 
be helped to integrate into international markets

4. Increased investment in higher education and its links to business is 
required to reinforce such companies

5. Others should be fostered to meet basic needs in Wales; employment 
will come from this sector but they will require better training to 
provide the personnel they will need

6. Both types of business should have the opportunity to stay grounded 
in Wales while entrepreneurs take equity out of the business for 
income or retirement, which will require more, different and more 
innovative finance

7. The Welsh govenment needs to review its own processes and 
institutions if it is to be able to support such strategy
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been talking about a Cardiff Metro for a 
long time and I think it’s a really good idea. 
If you did the full Mark Barry project where 
you had a light rail line up every valley, 
fully integrated with bus services involving 
through ticketing and you lined up your 
planning to go with it, so you built the 
housing estates where the transport links 
were and so on, then it would cost £3bn  
at least.

What administrative overhead do you think 
would be appropriate to bring home a project 
of that complexity? 5%, 4%? That’s £150m. 
Can you imagine the Welsh government 
creating an institution, with legislative 
authority at the cost of £150m? What they 
have done is second some civil servants, 

nice guys, bright guys, and hire consultants 
who are only a little bit conflicted because 
their companies all want to do business with 
the Welsh government anyway. That is a 
hopeful way to deliver a project on such a 
scale. They’re now hiring 70 more people. 
The Welsh government wants to retain 
control to a probably excessive degree and 
is not prepared to invest in institutional 
development to deliver projects at scale. I 
am concerned that may be true in finance 
too. It may well be that the development 
bank turns out to be under-resourced. 
Until the Welsh government is prepared to 
retain accountability but cede some control 
and create executive agencies that have 
the expertise to deliver it’s going to be very 
hard for them to underpin the Mittelstand-
building strategy that is needed. 

Thank you very much. 

Closing comments and a lively Q&A  

The first Julian Hodge Institute of Applied Macroeconomics Lecture was delivered in 
2000. Since this time the lecture series held in Cardiff has included some of the world’s 
leading economists.
 
2000 Sir Alan Walters - Former Chief Economic Adviser to Margaret Thatcher.

2001 Professor Otmar Issing - Board Member and Chief Economist, European Central Bank.

2002 Sir Alan Budd - Member of the Bank of England’s Monetary Policy Committee and Chief Economic 
 Adviser to the Treasury from 1991- 1997.

2003 Professor Bennett T. McCallum H. J. Heinz, - Professor of Economics at Carnegie Mellon  
 University, Pittsburgh.

2004 Professor Danny Quah - Professor of Economics at the London School of Economics and  
 Political Science (LSE).

2005 Professor Nicholas Crafts - Professor of Economic History at the London School of Economics (LSE).

2006 Ludovit Odor - Member of the Bank Board of the National Bank of Slovakia.

2007 Paul De Grauwe - Professor of International Economics at the University of Leuven, Belgium.

2008 Colin Robinson - Emeritus Professor at the University of Surrey.

2009 Professor Dale Henderson - Visiting Professor of Economics at Georgetown University.

2010 Professor Michael Beenstock - Professor of Economics, Hebrew University of Jerusalem.

2011 Professor Akos Valentinyi - Professor of Economics, Cardiff Business School.

2012 Professor Nicholas Crafts - Director of ESRC Research Centre on Competitive Advantage in the  
 Global Economy.

2013 Prof. Hans - Werner Sinn - Professor of Economics and Public Finance at the University of Munich (LMU).

2014 Forrest Capie - Professor Emeritus of Economic History at the CASS Business School, City  
 University, London.

2015 David Smith - Economic Editor of the Sunday Times.

2016 Professor Nick Barr - Professor of Public Economics at the London school of Economics.

2017    Roger Bootle - Chairman, Capital Economics 

Before this a series of lectures associated with Sir Julian Hodge commenced in  
1970 entitled the Jane Hodge Memorial Lectures.
 
1970 The Rt. Hon. Sir Leslie O’Brien GBE - Governor of the Bank of England.

1971 M. Pierre Paul Schweitzer - Managing Director of the International Monetary Fund (IMF).

1973 David Rockefeller LLD, PhD - Chairman, Chase Manhattan Bank.

1973 H.R.H. The Prince Philip Duke of Edinburgh.

1976 His Excellency Sheikh Ahmed Zaki Yamani.

1984 Robin Leigh Pemberton - Governor of the Bank of England.

1990 Sir George Blunden - Deputy Governor of the Bank of England.

 
The Julian Hodge Institute of Applied Macroeconomics therefore carries on the very 
proud tradition of promoting debate and understanding of present day economic issues.

A history of past lectures
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