
THE figure that caught my eye this week was £490bn. That money disappeared from the UK balance 
sheet in the Office of Budgetary Responsibility's latest analysis. 

That's an awful lot of money to suddenly miss, and I am surprised by the lack of outcry. I suppose it's 
because it's not gold or cash that's missing, but 'merely' a downgraded productivity assessment. 

If that sounds pretty technical and vague, it's anything but: our collective balance sheet measures 
overall national wealth. With 2% fewer productive assets, there's less wealth to go round us all.  

Productivity is how effectively we make the goods and deliver the services that we all consume. A 
business adds value to the inputs it buys like when a car maker buys metals, plastics, electronics, 
glass, and fabrics. 

It makes a car that's worth far more than the sum of the raw materials and workers' wages. And more 
effectively you add value, the more money is left over. 

You can invest that money in new products and to create new jobs, and you can pay more taxes, 
wages and dividends. So lost productivity is a massive deal, because productivity growth is what 
drives our whole standard of living. 

The new figures show that we're worse - much worse - at that value-adding than we'd previously 
thought. What a German car firm makes in four days, an Englishbased firm takes five. 

That's a big problem for the North East which is still an industrial economy. We need to take that 
problem seriously, and solve it, if we want to ensure a future good life. 

We've known about these problems for decades, but no government has ever properly addressed 
them. Government ministers have long gazed enviously to Germany where the so-called Rhineland 
model sees workers trained specifically for high-skilled occupations from 14 years of age. 

Britain's response has always been to mimic that training, to tinker with the Apprenticeship scheme to 
try to create highly skilled workers. 

What they haven't looked at is the Rhineland's other and arguably more important aspect, namely 
'patient' capital. 

German companies' owners take the long-term view, and plough the bulk of their surpluses into 
investment. Workers accept wage moderation because they see that profits are also kept low to fund 
these investments and future growth. 

Workers and owners co-operate and accept less cake today but a bigger share of a bigger cake 
tomorrow. 

By contrast UK owners have typically extracted maximum profits by minimising investment and wage 
growth, and that has made the workers militant. Even after the war, the unions extracted more pay but 
no-one could drive up investment. 

As the productivity problems persisted into the 1980s, Thatcher made the unions the scapegoat , and 
smashed them as an apparent solution. But all this did was open up the way for rapacious capitalists 
to bleed their enterprises dry. If you give a car company to British capitalists for £1, they load it up with 
debt, pay themselves a mega-dividend, declare it bankrupt and flog off the production lines off for 
cash. 

But Nissan shows what a British car industry could achieve if patient owners could be paired up with 
North Eastern workers. Nissan since its opening has been one of Europe's most productive car plants 
and been rewarded with wave after wave of investment, job creation and rising wages. 

Labour are changing the mood music about a national investment bank, and that's getting portrayed 
as a return to 'picking winners'. 

But we need a sea change in how we patiently invest in business if we are serious about building a 
stronger, more prosperous North East of England. 
 


