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“THE biggest thing we have is the words

‘Great Britain',” says Stewart McIntyre,

managing director of Sunseeker, a maker of

luxury motor yachts. His firm makes

around 200 boats a year, from fibreglass

hull to walnut interiors. Around half of

Sunseeker's suppliers, excluding engine-

makers, are within 100 miles of its base in

Poole, says Mr McIntyre. It is with a trace

of regret that he lists the kit that is sourced

outside Britain: the Korean televisions, the Danish music systems, the American

loudspeakers.

Sunseeker is the sort of medium-sized business that is often overlooked by policymakers

bent on helping start-ups or attracting investment by big international firms. Yet a new

study from GE Capital (the finance arm of the engineering giant) and Warwick Business

School suggests that such firms weathered the financial crisis better than most. Whereas

big firms shed 1.5m jobs between 2007 and 2010 in Europe's four big economies,

medium-sized ones added 192,000 to their payrolls. (Small firms created 94,000 jobs in

that time.) The Mittelstand, the mid-sized firms that form the backbone of the German

economy, put on the most jobs. But Britain's did splendidly compared with the country's

big firms (see chart).

Around 21,000 British businesses meet the study's definition of a “mid-market” firm:

revenues of between €20m and €1 billion and a workforce of between 150 and 3,000.

Businesses of this sort account for around a third of jobs and private-sector GDP, have a

manufacturing and export bent (though less so in Britain) and combine the benefits of

small-firm flexibility with large-firm economies of scale. Sunseeker is typical in being

central to the local economy. British firms outsource less than their peers in continental
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Europe, but have better relations with their suppliers.

British medium-sized firms face quite distinct problems. Oddly, red tape is less of a worry

than it is in other European countries. The GE Capital study finds that four of the top ten

challenges of German and French firms are related to regulation, compared with just one

in Britain. Germany's mid-sized firms, which are typically family-owned, fret a good deal

about recruiting managers and leaders.

The main challenge for British firms, by contrast, is getting hold of workers with the right

skills. Sunseeker has increased its design team from 50 to 80 in the past two years, to

meet demand from well-heeled customers for the newfangled. It has lots of apprentices.

But it has struggled to find some specialists such as laminators. The high cost of local

housing makes it harder to bring in workers from other regions.

So it is at Gardner Aerospace, based in Derby, another mid-sized firm creating jobs. Its

factory in Hull, one of five in Britain, has been able to recruit, in part because of lay-offs

at a BAE Systems site nearby. But Gardner's chief executive, Phil Lewis, reckons 10% of

its factory-floor staff are apprentices, more than he would like. Skill shortages make it a

forced choice, he says. At Gardner's brand-new Derby factory, there is a cell of workers

developing aircraft parts. Some are contractors, a necessary but pricey gambit for

mid-sized firms seeking to grow quickly.

Gardner was acquired in 2010 by Better Capital, a private-equity outfit, which has backed

its expansion. “We've put in £20m of investment in 18 months,” says Mr Lewis, a big

commitment for a firm of its size. The Derby site has a giant new chemical-milling

machine, made in Coventry. In April Gardner bought Airia, a French firm half its size, in

a merger brokered by Airbus, Gardner's main customer. Sunseeker's financial backers

also see the merit of its extra investment. But not all mid-sized companies are so

fortunate. After skills, finding money for expansion is the biggest worry for British firms.

The most worrying part of the GE Capital study is that Britain's mid-sized firms have

lower exposure to markets outside Europe than do their peers in Germany, France and

Italy. Too few are like Sunseeker, which exports almost all of its boats, a growing share of

which are sold to the newly rich in Asia and Latin America.

Yet it may be that some, like Gardner, export components to Europe that are then

assembled into goods sold farther afield. A cheerier finding is that the share of mid-sized

firms classed as “growth champions”, with steady revenue growth of at least 10% a year,

is higher than in France or Italy and only one percentage point behind Germany. At least

the leading British firms can, it seems, keep up with the best of the Mittelstand.

From the print edition: Britain
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