How can we fix the UK’s
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INTRODUCTION
The UK is in the midst of an unprecedented peacetime
slowdown in productivity growth which comes on top of
our longstanding weakness in productivity when compared
to France, Germany and the USA.
In this White Paper we outline one of the key causes for this and how it can be
solved at an individual business level.
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WHAT IS PRODUCTIVITY?
In its broadest sense, productivity is total output per hour
worked. The lower our productivity, the harder we have to
work for the same end result.

HOW IS IT MEASURED?

Labour input is
measured in two
ways, by total hours
worked and by the
number of workers
in employment.

Output is
measured by gross
domestic product
(GDP)

These are then compared across countries using estimates as agreed with the
OECD (Organisation for Economic Co-operation and Development).
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WHAT’S GOING WRONG FOR US?
From 1945 countries like the UK enjoyed a significant run of
sustained growth and improved living standards, largely due
to the uptake in new technologies such as cars, airplanes,
consumer goods, computers and other ICT technologies.
It was further enhanced by the
development of new materials,
chemicals and electronics. However,
since 2008, productivity has been at

its lowest for 45 years. In 2017 the gap
between the productivity of G7 countries
and that of the UK stood at 17%1.

We are now experiencing the UKs’ deepest and most persistent
period of no or slow growth for more than 100 years. Unless we
can identify the root cause this and take action to turn this round
then the political and economic consequences could be dire.

Office for National
Statistics GDP Report
https://www.ons.gov.uk/
economy/grossdomestic
productgdp
1
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WHY IS IT IMPORTANT?
There is a direct link between rising productivity and rising living standards.
Average wages should, in the long
term, rise in proportion to rising
labour productivity. Economic growth
overall can only be achieved through a
combination of productivity and growth
in the number of hours worked. Over
the last few years our economic growth
has largely been attributable to recent
immigrants filling low-wage, low skilled
professions. Unless there is significant

GDP growth there is no possibility
of bringing public finances back into
order unless significant employment
growth is likely. A cycle that’s hard to
break. We are experiencing the longest
stagnation of earnings for 150 years
and if this trend continues UK living
standards will continue to stagnate and
the government’s ambition to clear the
economic deficit will fail.

FUTURE PROGNOSIS
The government has been consistently optimistic with their predictions of
growth, continuing to predict growth of 2% per annum.
However, over the past 10 years, growth
has been in the region of 0.6% per year
with 2011 seeing a disappointing growth
of 0.3%2.
So, what could have changed this shift?
The decline of the financial services

market combined with the downturn
in the oil and gas sectors are obviously
influencing factors but the removal
of these ‘props’ to our economy have
highlighted a more fundamental issue of
a lack of innovation across the majority
of sectors within the UK.

THE CAUSE
Economists agree that the fundamental cause of lack of productivity growth can
be found in innovation, both technological and organisational.

Office for National
Statistics GDP Report
https://www.ons.gov.uk/
economy/grossdomestic
productgdp
2
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The UK has a long-term record of lower
investment in research and development,
across both sectors, compared to other
G7 countries. Although this is a broad
brush statement as different sectors

of the economy do vary and can be
influenced by other factors i.e. capital
investment, there is no doubt that this
lack of investment in innovation is a key
factor in our current difficulties.
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WHAT CAN WE DO ABOUT IT?
Government has recently published a comprehensive industrial
strategy, something that has been lacking for a significant
number of years when compared to our G7 competitors.
This is a shift in approach by the UK
government which previously took
the view that the economy grew best
when left to free enterprise.

As a result of this, we’ve had lower
investment from government than
almost all our competitors and
significantly less focus on research
and development.

THE NEW STRATEGY SITS ON FIVE PILLARS:

INFRASTRUCTURE
EDUCATION
AND SKILLS

RESEARCH,
DEVELOPMENT
AND
INNOVATIONS

BUSINESS
ENVIRONMENT
(FINANCE,
SUPPORT,
INWARD
INVESTMENT)

PLACES
(REGIONAL
GROWTH)

There are new policies, new monies as well as some existing funds to support this.
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PRODUCTIVITY IS AN INNOVATION PROBLEM
Economists agree that when they talk about innovation, this
means anything that allows more production with the same
or lower levels of inputs of capital or labour.
So this is fundamentally around
the production of new high value
products or new and better ways
of making existing processes more
effective to create existing products.
These changes in approach are often
brought about by formal research and
development initiatives.
The loss of innovative capacity is not
an accident but is a direct consequence
of the changing nature of our political
economy. Pre- and post-crisis saw a shift
to short-termism driven by the excessive
financialisation of markets and economy
and a focus on shareholder value and
bonuses, which has led to a lack of
long-term R&D investments.
Research and development remains
important because it provides an
organised, structured and systemic way
of bringing together teams of talent
with capital investment to harness the
new opportunities brought about by
developments in science in pursuing
new products and processes.
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For too long the UK has focused on
the ‘low road’ model of competitive
advantage, creating a disposable
workforce at relatively low cost and little
or no investment in skills development.
This has led to companies basing
operations in the UK because it is
a comparatively cheap place to do
business. It is essential therefore, that
the UK’s future ambitions focus on the
‘high road’ where skilled workers deliver
sophisticated, high specification goods
and services on the basis of quality
rather than profit.
It’s important to note that innovation
doesn’t necessarily rely on technological
advances in research and development.
There are many interventions based on
conventional wisdom to increase and
improve productivity. Many of these
are based around structural reform,
i.e. promotion of competition.
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Other approaches, past and present
include infrastructure improvements
whether in IT and broadband, roads,
trains and other transport infrastructure.
Whilst government has made some
innovation investment, this has largely
been through the use of R&D tax
credits (as opposed to grants and direct
investments). Unsurprisingly, these have
not stopped the decline in the intensity
of R&D in this country.

Innovation has stalled not as a
consequence of unalterable situations
but because we have collectively
chosen to devote fewer resources to
developing it. As a society we need
to recognise the problem and take
responsibility for the future.

One area over which we do have more
control, is the way in which our people
work. Quite often employees work out
new, improved ways of doing things
either as a result of training or simply
by learning from experience. Whilst
research has discovered that people
have ‘creativity genes’ and that some
people have a natural propensity for
divergent thinking, the environment in
which we inhabit can play a defining
role. Quite often these environments
suppress the creativity inherent in all
of us, not through a wilful decision to
do this but through an unintended
outcome of school and business
structures and systems which build
an unconscious bias against thinking
outside the box, and promote
behaviours that result in creativity
and fresh ideas being inhibited.

In 1968, George Land devised a
creativity test for NASA to help select
innovative engineers and scientists.
The assessment worked so well he
decided to conduct a research study
to test the creativity of 1,600 children
ranging in ages from three-to-five
years in the USA. He re-tested the same
children at 10 years of age, and again
at 15 years of age. At 5 years of age,
98% of participants had ‘genius’ levels
of creativity, but by the age of 15 this
had reduced to just 12%. The same test,
which has now been conducted with
over 1 million adults suggests a meagre
2% have the same level of creativity as
98% of 5 year olds.

What we have concluded, is that non-creative behaviour is learned.
Source: George Land and Beth Jarman,
Breaking Point and Beyond.
San Francisco: Harper Business, 1993
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The imperative to ‘re-learn’ creative behaviour is becoming
more profound by the day. Creativity is a more encompassing
term than some of us may think it to be. Creativity:

HELPS TO
FASHION OUR
EVER-CHANGING
CULTURE AND
ALL FORMS
OF ARTISTIC
EXPRESSION

DRIVES FORWARD
BOTH OUR ECONOMY
AND OUR SOCIAL
DEVELOPMENT AS A
PRIMARY COMPONENT OF
ENTREPRENEURSHIP

UNDERPINS
SCIENTIFIC AND
TECHNOLOGICAL
DEVELOPMENT

ENABLES US
TO EXPRESS
OURSELVES,
OUR FEELINGS,
NEEDS AND
ASPIRATIONS
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ENABLES US IN A
FAST CHANGING
WORLD TO
CONTRIBUTE
FULLY AS
CITIZENS
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SO WHAT CAN YOU DO ABOUT IT?
Creativity in leadership is perhaps one of the most
important attributes that individuals and organisations
can encourage and develop.
Creative leadership is the combination
of Creativity (the ability to generate
ideas) with leadership (the ability to
execute them through the actions of
others). According to an IBM 2010 study3,
Creativity was the most important skill
needed for dealing with complex and
turbulent times. Leaders need to develop
their ability to generate and execute
innovative ideas.
In our recent history of a focus on
finances and profits, leaders have
reverted to traditional strategies such as
cost-cutting or product extensions, but
they rarely disrupt their industry sectors
or create new product categories, at least
within the UK. Whilst artificial intelligence
and automation are without doubt here
to stay, these technologies have primarily
served the traditional approaches of
cost cutting and product extensions
without necessarily demonstrating true
innovation and disruption.
So what are the ingredients that make
for a successful leader of creativity?
Importantly, it is quite different than
what it takes to be a successful creative
person or innovator.

Creative Climate: A
Leadership Lever for
Innovation by Scott
G Isaksen and Hans J
Akkermans
https://onlinelibrary.
wiley.com/doi/
full/10.1002/j.2162-60
57.2011.tb01425.x
3

https://en.wikipedia.
org/wiki/Synectics
4
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Whilst it is crucial to have a
comprehensive understanding of
creativity and the creative process,
the requirements to lead creativity
and innovation do not mean that you
are the source of all ideas or the font
of all knowledge in relation to translating
ideas into solutions. If we embrace the
principles from creative problem solving
process; Synectics4, your role as a leader
of creativity is to establish a vision for
your organisation in which the climate
enables people to be creative.
This climate will include having
mechanisms and systems in place
that allow and stimulate thinking, and
crucially, ensure that as a result of the
climate and thinking that action is
planned and undertaken. Your role is to
oversee and guide all three factors to
enhance creativity, enable collaboration,
motivate people and teams and allow
people to take risks while feeling safe.
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CLIMATE
The first step in creating a positive climate for creativity comes
from endeavouring to gain ‘followship’ for your vision.
To achieve this it is important to establish
routines in which people or teams feel
that they can communicate honestly
and openly, and where they feel trusted
and unthreatened.
If you are successful in creating this
climate, you will hopefully have a
motivated workforce who will drive
productivity and performance.
However, to maintain the climate, it is
important for employees to feel that you
are accessible and that you are part of
their journey. Communication is key in
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enabling this. Ensuring there are routine
opportunities that allow for productive
exchanges of thoughts and ideas are key.
In ensuring that your organisation keeps
moving forward, it will be important to
make people feel safe and secure, but
not complacent.
Listening and asking inspiring questions
that stimulate further thoughts and ideas
will help ensure this happens. In ensuring
a climate for creativity, it will also be
important that everyone is engaged in
the process; passivity is not allowed!
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THINKING
Diversity within teams will help them to think differently
about the problems they are facing and the solutions
they are proposing.
As a leader of creativity it will therefore
be imperative that you build teams that
can work together, whilst at the same
time being made up of quite different
people. Your ability to inspire your team
to have the courage to take risks, to look
for the transformational rather than the
incremental will be paramount.
To achieve this, you will be required
to model behaviours that encourage
innovation and collaboration – wishing,
building on ideas, metaphorical thinking,
connection making and connection
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breaking. Through the structures and
processes you introduce, you will need
to be mindful of protecting the ideas
of others and ensure they are not
undermined or destroyed.
You will also be open to ideas from
outside – customers, competitors,
different sectors, and the seemingly
irrelevant. An essential element is the
time and space you allow for ideas to
develop organically – holding judgment
and rigour until they are needed.
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ACTION
Action happens when there is established methodology to
generate, develop and implement breakthrough ideas.
Through establishing the right climate
and processes for thinking, new ideas
will be generated. You will then be
responsible for ensuring that people
know what the next steps in the process
are going to be and that they have a
reasonable understanding of how to
get there.
As a leader of creativity you also have
to be able to recognise, accept and
embrace failure In moving from creativity
to innovation, the possibility of failure
is very real and can happen to teams
who have given 100% and produced
solid work. Leading is about recognising,
accepting and most importantly learning
from the failure before moving on.
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In addition, you must resist the pressure
of the day to day business and ensure
the resources and time is available so
that creativity remains a high priority
at all times.
Finally, you must be willing to sacrifice
some incremental gain in the present for
the possibility of transformational gain in
the future if you believe that innovation
is critical to the organisation’s success.
Your job as a leader is to calculate those
probabilities as well as you can and judge
the abilities of your team and set your
priorities accordingly.
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CONCLUSION
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CONCLUSION
A short term focus on cost-cutting whether that’s by hiring
cheaper workers, increasing efficiencies, better logistics or
more automation, even if it’s making use of cutting edge AI
is not going to provide the productivity boost that the UK
economy needs if we’re to compete with other G7 nations.
We need original game changing ideas
that create entirely new markets and
disrupt conventional industries.
However, as a business leader your
role isn’t necessarily to have those ideas
but to create a context for innovation
to occur.
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Through creating a climate that
encourages creativity, through building
a team with diverse viewpoints and skill
sets, through planning and strategy that
allows for experimentation and failure
without risking your business. Without
creative leaders, innovation cannot occur.
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ABOUT
CREATIVE LEADERSHIP FOR BUSINESS
IVE has been at the cutting edge of research into creativity
for 20 years. We have worked with businesses and educators
in diverse sectors to review the best methods for developing
creativity as a skill and building a climate, and processes to
encourage creativity and innovation.
We have now refined that understanding
to produce a flexible training programme
“Creative Leadership for Business” which
enables leaders to develop their capacity
to generate new ideas and execute them
through the actions of others.
Leaders who complete “Creative
Leadership for Business” learn how
to develop a more creative mindset
incorporating imagination, a drive to
be inquisitive and the confidence to
take controlled risks.
They learn to apply creativity in a
range of different contexts and for
different purposes. They are supported
to develop vision, strategy and structures
that support creativity and consciously
nurture and develop the creative
capacities of the people they lead.

Any training we do is a bit out of the
ordinary as we use lots of techniques
drawn from the arts, comedy and drama
which are proven to encourage idea
generation and make participants more
confident in working outside of their
comfort zone.
All profits from this work are reinvested
into our “shaping creative futures”
scheme which supports disadvantaged
young people in developing the
crucial creativity, resilience, confidence
and problem solving skills they need
to become the next generation of
innovative entrepreneurs.

WHAT WILL YOU LEARN?

•		 To understand what creativity is, the
creative process and its components
•		 How creativity as a tool can be
applied to solve any issue in
your business
•		 Ways in which creativity can be
nurtured individually, with colleagues
and across an organisation
•		 Evaluation tools to determine
the impact of creative thinking
on your business
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•		 How to develop models of getting
fresh, breakthrough ideas when
they are needed
•		 An understanding how interaction
with others affects both innovation
and team work
•		 How to create a climate that
encourages people to be creative
and perform at their best
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PRAISE FOR
CREATIVE LEADERSHIP FOR BUSINESS

I didn’t know what was coming but I was game on for
anything, this has been a really good way of dropping down
barriers and making us think in different ways

I found today really useful in that we’re
all quite guarded as people in our
professional day to day lives but today all
the walls have dropped and I feel like we
can all collaborate as a team better and
this set us up for success
The training session delivered by IVE was spot on. Not
only did it help us re-evaluate our approach but it did so in
an incredibly fun and engaging way. The activities helped
nurture our own creativity. It was a fun filled and valuable
afternoon, that was spot on with our own approach. I’d
heartily recommend IVE training to colleagues who are
interested in doing something a bit different

I came in quite giddy about it, I really
enjoyed it and it’s nice to see the people
that were apprehensive get stuck in. I think
we’ve all learned skills we can take back
to our day jobs and we won’t even realise
in our subconscious that we’ve picked up
skills today and I’m excited to learn more
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ABOUT
IVE
IVE is a social enterprise that is working to ensure a
more creative future for businesses, teachers, children
and young people.
IVE supports the development of
creativity as a transferable skill to
improve employability and productivity.
We connect young people with great
cultural opportunities and aim to inspire
the next generation of creative and
culturally literate entrepreneurs.
We were established in 1997 and have
been at the cutting edge of creative
learning policy and practice for more
than 20 years.
If you need advice, are interested in
learning more or wish to enquire
about training, cpd and consultancy
services then please email us at
hello@weareive.org or call us at
0113 322 3050
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Don’t forget that you can keep up-todate with us and also access more useful
resources here:
Visit our website
https://weareive.org
Read our blog
https://weareive.org/blog
Like us on Facebook
facebook.com/WeAreIVE.org/
Follow us on Twitter
@IVEInnovatIVE
Join us on Linkedin
linkedin.com/company/18075667/

WEAREIVE.ORG

