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e TPI’S MISSION AND HOW WE ARE

PRODUCTIVITY

I ACHIEVING THIS s

Research Council

Lay the foundations for an era of sustained and inclusive productivity growth and help policy makers and
business leaders across the UK understand how to improve productivity and raise living standards

Interdisciplinar - Make link
P y E'ght Productivity :
approaches A IE] Commission business
Productivity competitiveness
Forums
Interaction between Identify regional
research, policy and specificities

business

Eight Research
Themes & Seven
Research
Programmes

Make link to access to
education, health, and
a better environment ”

Develop a clear narrative
around productivity




e WEAK PRODUCTIVITY HAS AFFECTED MANY MANCHESTER
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THE

ZROBUCTIVITY STRATEGIC PRODUCTIVITY: AGENDA

INSTITUTE

What is What drives Making
productivity? productivity? productivity
Concepts and The sources of strategic

measures business Managing

productivity productivity



THE

WHAT IS PRODUCTIVITY?

INSTITUTE

Managing productivity
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WHAT IS PRODUCTIVITY ABOUT?

The University of Manchester
INSTITUTE Alliance Manchester Business School

Perceptions of productivity (positive and negative)
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THE

WHY PRODUCTIVITY MATTERS

INSTITUTE

* Drives long-term growth

* Creates resources to invest

* Makes firms grow faster

* Create jobs that fetch higher wages

* Make people more innovative

* Make people healthier and more engaged

* Creates better outcomes for others:
people, firms and places




— PRODUCTIVITY IS AN IMPORTANT BUT NOT

PRODUCTIVITY

NSTTUTE ALWAYS POPULAR DRIVER OF BUSINESS SUCCESS

VOLATILITY
? UNCERTAINTY
|||| ﬁ

kVUCAz
% COMPLEXITY \ AMBIGunY

* Doing more with less

* Budget cuts and efficiency drives

e More “sweat”
* The end of my job

e The end of the environment

e Stress and burnouts




PRODUCTIVITY, EFFICIENCY OR BOTH?

INSTITUTE

Efficiency
* Task & efficiency oriented

* Monetary (sales/cost) or piece rate

(quantity/unit) Efficiency and Productivity: You Need

Both to Drive Success

* Focus on “doing more with less”
(e.g. less time or fewer resources)

S

Productivity

* Business & effectiveness oriented

* “Real” measure (firm output/input)

* Focus on how “creating better
outcomes” by better combining out
limited resources |

Source: Adapted from Motion, Efficient vs. Productive: Cracking the Code in the Workplace (https://www.usemotion.com/blog/efficient-vs-productive)
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ha SOME QUOTES FROM FOCUS GROUPS AND
INTERVIEWS ON BUSINESS PRODUCTIVITY

PRODUCTIVITY

INSTITUTE

Economic
and Social
Research Council

Productivity is often just another
way to squeeze more juice out of
the lemon. Workers may just

assume their workloads wi
increase, or they will be required
to “do more with less”

I don’t think we have enough

understanding about the /
people side of productivity to
make an impact ourselves
to influence other leaders
across the business

he only place

centres and
systems becaus

perforn

used frequently is when
you're talking about call

e productivity
is an ongoing KPI in termnf 4
call and customer chat //

Y

where it gets

We don’t have a consistent
usage and definition of
‘productivity’ yet — it i

interchangeably used with
performance or impact

i

call centre

7 \7/_\//—\
j For|me, the difference between

value of something versus knowing the
cost of something. | think there’s
always that danger, as an accountant, to
look too much at the cost of something,
rather than kind of the overall value.
Because it’s easier to manage or
\ Mmeasure. /

/( productivity and efficiency is knowing the

P\




PRODUCTIVITY

NTTUTE FOR A BUSINESS?

WHAT DOES PRODUCTIVITY MEAN

Source: US Bureau of Labor Statistics (https://youtu.be/y kX5KKCJoU?si=k6QeMf5gmhBjoYQ6)

Economic
and Social
Research Council

Productlwty
Primer

Why productivity
matters for
the economy,

business, and
places. .,"Qoo eoé?

Note: see examples in appendix from TPI
Productivity Primer
(https://www.productivity.ac.uk/research/
productivity-primer/)
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WHAT BUSINESS METRICS RELATED TO
NSTTUTE PRODUCTIVITY DO YOU USE?

PRODUCTIVITY
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PRODUCTIVITY CAN BE DONE AT EVERY LEVEL

PRODUCTIVITY
INSTITUTE

OF THE DELIVERY CHAIN

1. Economy
Minimise cost of inputs
relative to their value

2. Efficiency
Deliver more output with
the same resources

“For how much?” How?

Budgets

I
“Doing things right”

How well are inputs turned into outputs?

3. Effectiveness
How do the outputs

affect desired outcomes?
IIWhy?II

Outcomes

“Doing the right things”

Are the right outputs being produced?

Productivity is about how to
optimally use resources ...

... to create better outcomes for
customers and other stakeholders




TAKEAWAY 1

YOU NEED A
PRODUCTIVITY
NARRATIVE

WHAT?
WHY?
HOW?




THE

S WHAT DRIVES PRODUCTIVITY?

INSTITUTE

The sources of business
productivity



THE
PRODUCTIVITY

INSTITUTE

THE KEY DRIVERS OF PRODUCTIVIT

Y

https://youtu.be/U6ZIE6XFBms




FIVE AREAS OF PRIORITY
NSTTUTE FOR STRATEGIC PRODUCTIVITY

PRODUCTIVITY

 R&D and Technical Change
e Digital Transformation
 Knowledge Diffusion

INNOVATION

Worker Skills and Training
Engagement and Well-Being

@ . AND DIGITAL .
= R&D and technical change 4
. @ N Digital Transformation d
* Finance for Investment E@ W Keowedge Difusion é 2@ )

* Strategic Cost Management

i ) MOBILISING WORKER SKILLS AND e Agilitv and Adaptabilit
e Valuing Intangible Assets FINANCE WELL-BEING BHItY P Y
Finance for investment Worker skills and training
Strategic cost management Engagement and well-being
Valuing intangible assets ility and tabil
| INCREASED s
- BUSINESS =
PRODUCTIVITY gg
- (o =¥
e Customer relationships ‘N') g

* Inclusive Leadership

* Data Analytics c’é‘:i‘ﬁﬁﬁfc%‘.%% Li«&"ﬁﬁé‘é‘#&?ﬁ" * Managing Outcomes
. .
CO I Ia bo rat I O r? a n d Collaboutror.i and communication Inclusive leadership ) F I exi b I e Tea m S
Communication PR e i e

Source: The Productivity Institute

© THE PRODUCTIVITY INSTITUTE



PROBUCT V™Y RANKING OF KEY PRODUCTIVITY DRIVERS

INSTITUTE and Social

Research Council

Rank the strategic productivity drivers by Place the key drivers against their
importance to your organisation impact on productivity and efficiency

1st Leadership and manageme @ Marketing and

communication
. Mobilizing finance

. . Innovation and digital
3rd Innovation and digital g . ¢ @ Worker skills and well-being
g
i .
Access to finance W . Leadership and

. . Other

5th Marketing and communication

6th I Something else [missing from the framework]

Productivity

Examples from Mentimeter poll



PRODUCTIVITY TA K EAWAY 2

INSTITUTE

THERE IS NO
SILVER BULLETTO -
PRODUCTIVITY 2 \E==/ o

MOBILISING

FINANCE
Finance for investment
Strategic cost management

Valuing intangible assets

WORKER SKILLS AND
WELL-BEING
Worker skills and training

Engagement and well-being
Agility and adaptability

INCREASED
BUSINESS
Q PRODUCTIVITY gg
) \g/
The ar t Of MARKETING AND LEADERSHIP AND
COMMUNICATION MANAGEMENT

4 e * e Collaboration and communication Inclusive leadership
roductivity is to fin
Data analytics Flexible teams
@ @
the optimal mix



THE

PROBUCT 1Ty MAKING PRODUCTIVITY STRATEGIC

INSTITUTE

Managing productivity



THE
PRODUCTIVITY

INSTITUTE

A BIG GAP BETWEEN LEVEL OF CONFIDENCE

AND INTENDED ACTION ON A SERIES OF
PRODUCTIVITY ACTIVITIES

LS <

% B
LA ke

66%

56%

56%

54%

be the
busmess

A4%

42%

38%

AT%

50%

The

G7 Productive Business Index




PRODUCTIVITY

INSTITUTE

WHY IS PRODUCTIVITY DIFFICULT FOR LEADERS

Economic
and Social
Research Council

What are the biggest barriers to improving management practices (pick up to three)

13 Mozt leaders think their business is
already well managed

12  Improving management practices is foo
EpEnEive

32  Employess are too resistant to change

15

The benefits of improving management
practices are not compelling

[riproving management praciices is too
risky

The quality of the adwvice on what or how
to improwve is too ko

25

13

14

e9%0%
..'..:.:l..'..l

The bensfits of improving managenent
practices are hard fo measure

Improving practices involves too ruch
disruption

The advice onwhat or how to iImprove is
nok tailored for my business

12

47

The benefits of improving management
practices take too long to materiafse

There is too littke tinme to think about or
imnplement improvenents

Leaders are not confident in their own
skills fo improwe management praciices



THE

INSTITUTE

ZRODUCTIVITY WHY IS PRODUCTIVITY DIFFICULT FOR LEADERS

Economic
and Social
Research Council

Leaders often don’t realise they have a problem — too busy “fire fighting”
» They need “thinking time”

Leaders don’t always appreciate the options open to them, nor pick the best
» The need to develop a culture of “continuous innovation”

Leaders often don’t like to “rock the boat” — preferring “steady as you go”
» They need to develop agility in the organisation

Leading are uncertain for the future so afraid to take risk
» They need to develop resiliency in the organisation

Managing productivity is made even more complex by its measurement challenges
» They need a measurement approach based on “must haves”

Leaders in different functions have different perspectives on productivity
» They need to join up the conversation in the boardroom



PRODUCTIVITY TA K EAWAY 3

INSTITUTE

T H E RE I S N O ORGANISATIONAL FUNCTIONS
SINGLE SHOOTER cramous

LEADERSHIP TEAM

FOCUS
({CROHCHRO!
TO FIRE THE
COONTO)
"
ﬂﬁl 5 0 CROSS FUNCTIOMAL
= COLLABORATIC IRV :
EMPLOYEE FOCUS COLLABORATIC VE
ﬂﬁ PRODUCTIVITY ACROSS THE
ORGAMNISATION COLLABORATE
[CFO/CHROY = COLLABORATE

CHOyCICY

BULLETS
==
IMPLEMENT

Pro duc tiVity is a ;;EDE'E STRATEGIC PRODUCTIVITY
highly collaborative
effort

STRATEGISE

PRIORITISE

CUSTOMER FOCLIS




— - HOW TO PRIORITISE?
FOCUS ON BOTTLENECKS e

Research Council

There is only one constraint in any process

02 03 -

Optimise

Find it! bot

Repeat until Forever

* You cannot change everything at once !

* Focus systematically on the greatest bottleneck in 05
the input — output flow Curate Collaborate

Working together to find out

* Create the analytical space to be systematic and
get the support

FOCCCUS is an acronym for the steps you can take to address the constraints and improve the system.

(Flind the bottleneck

Start again
(O)ptimise the bottleneck

Find ne lenecks
(C)ollaborate to focus on bottleneck

(C)oordinate between bottlenecks and non-bottlenecks

(C)urate to prioritise work

(U)pgrade by allocating resources (for example, staff, equipment or training) . o
(S)tart again to stress the importance of the continuous Process. Source: Clarke Ching (2018), The Bottleneck Rules; Building

on Eli Goldratt business novel, called "The Goal” (1984)

Or what this video:
https://www.youtube.com/watch?v=H4yYbVP3zjY



https://www.youtube.com/watch?v=H4yYbVP3zjY

TAKEAWAY 4

DO NOT CHANGE
EVERYTHING AT . | “Thingsdo
ONCE | not change;

. we change. ”

p" oOCesSsSS Of '
continuous Henry David Thoreau (Walden)

improvementin a
disciplined way

Productivity is a



THE

BROBUCTVITY SUMMARY KEY TAKEAWAYS

INSTITUTE

1. YOU NEED A PRODUCTIVITY NARRATIVE
What? Why? How?

2. THERE IS NO SILVER BULLET TO PRODUCTIVITY IMPROVEMENT

The art of productivity is to find the optimal mix of productivity drivers

3. THERE IS NO SINGLE SHOOTER TO FIRE THE PRODUCTIVITY BULLETS

* Productivity is a highly collaborative effort

4. DO NOT CHANGE EVERYTHING AT ONCE

 Productivity is a process of continuous improvement in a disciplined way
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PRODUCTIVITY R E A D I N G LI ST
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THE
PRODUCTIVITY
INSTITUTE

- Economic LT @
TY and Social 2
PRODUCT [VIT and Soset B PROBUCTIVITY

RISIFUIE INSTITUTE and Soetal

Research Council

Produchty
Primer

Strategic
Productivity

For the
| eadership
Team

A blueprint for how the public and private sector
can be better equipped to translate productivity
gains into improved living standards.

Productivity
Through People:

Why productivity
matters for

the economy,
business, and

places
https://www.productivity.ac.uk/research/ https://productivity.productivedigital.com/ https://www.productivity.ac.uk/research/ https://www.productivity.ac.uk/news
productivity-primer/ research/strategic-productivity-for-the- productivity-through-people-new- /[the-productivity-agenda-a-blueprint-

leadership-team/ opportunities-for-chros/ for-boosting-the-uks-productivity/

Of+50
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B HOW DO WE MEASURE PRODUCTIVITY?

Economic

INSTITUTE and Social

Research Council

Tre o Physical labour productivity
A o A worker in a chocolate factory is employed in producing chocolate bars. The worker produces

2,000 chocolate bars during a 40-hour work week. Hence the physical labour productivity of
the worker can be calculated as:

Productlwty
Primer

2,000
chocolate bars

OVER E—— =
40 hours equals
TIME worked

This method can be applied to any type of production which can be easily quantified in terms
of physical units (number of units, volumes, etc.)

QUTPUT QUANTITY

50 chocolate PHYSICAL LABOUR
bars per hour PRODUCTIVITY

Why productivity
matters for

the economy,
business, and
places.

Revenue labour productivity

https://vr\:ww.zrodt.Jc.tivity:ac.uk While the productivity of a specific worker can be compared with that of other workers
[research/productivity-primer/ producing the same chocolate bars, it cannot be compared to workers in the same firm who
produce chocolate biscuits instead of bars.

To make this possible, the output of chocolate bars can also be expressed as a revenue
measure in terms of £. |f the price of a chocolate bar is £2, total revenue of that worker's
chocolate bars is £4,000 (2,000 bars x £2 each), and revenue productivity can be calculated as:

OUTPUT VALUE £4,000 £100 per

OVER —————— = hour of
chocolate PRODUCTIVITY

40 hours equals b
TIME worked ars revenue

REVENUE LABOUR
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PRODUCTIVITY

INSTITUTE

HOW DO WE MEASURE PRODUCTIVITY?

Economic
and Social
Research Council

THE

eeeeee
PRODUCT VITY wdSoc
INSTITUTE

Productivity
Primer !

. LS
928
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S Bt
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y « @ 92950 RE:

https://www.productivity.ac.uk
/research/productivity-primer/

Value Added-based labour productivity

As some of a irm’s inputs are being produced by (and purchased from) other firms it is
common to focus on the value added created by the firm itself.

To measure the value created by the firm from its labour and capital, the purchases of materials

business services and energy inputs (called intermediate inputs) need to be deducted from
the value of gross output. The gross output is the total revenue corrected for changes in
inventories of the product. If the intermediate purchases for our chocolate bar worker amount
to £700, value added-based productivity is calculated as:

OUTPUT VALUE
MINUS MATERIALS

AND ENERGY COST £4,000-£700

. VALUE-ADDED BASED
OVER - = added in

chocolate LABOUR
40hours ~ equals PRODUCTIVITY
production
Value Added-based productivity is also required when productivity is aggregated to sector
and total economy level. This avoids double counting as the output of one firm (or industry)

may be used as an input by other Airms (or industries). A country’s GDP is the sum of the value
added across all producing units and industries.
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Real Value Added-based labour productivity

When comparing productivity at different points in time, the growth rate of revenue or

gross output reflects changes in quantities as well as prices of the outputs produced. When
measuring value added it also reflects changes in quantities and prices of intermediate inputs
purchased.

If the prices of chocolate bars has increased by 12% compared to a previous period, of which

just 2% is due to a quality improvement of the bars, an adjustment needs to be made for the
remaining 10% of the increase in price:

, £3,300 adjusted for
VALUE ADDED 10%2% n-::m-quality

ADIJUSTED FOR

related price £75 per hour

A | y - of gualit
CHANGE IN QUALITY increase d‘ﬂ dl*' REAL VALUE
ADJUSTED PRICE = £3.000 adjuste ADDED-BASED
- value added
OVER = (at price level LRl

40 hours equals  of previous PRODUCTIVITY
TIME worked period)

We can now compare productivity between the two time periods. If productivity in the fArst
period was £70, real value added-based productivity has increased to £75 - about 7% - by the
next period.
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