
PRODUCTIVITY:
A SOLUTION FROM A 
NEW GENERATION
Could millennials be the answer we need to 
the UK’s poor productivity?

W H I T E  P A P E R



Could millennials be the answer we 
need to the UK’s poor productivity?
     Millennials, and the 
generations that follow, 
are shaping technology. 
This generation has grown 
up with computing in the 
palm of their hands. They 
are more socially and 
globally connected through 
mobile internet devices 
than any prior generation. 
And they don’t question, 
they just learn.

Millennials, also known as Genera-
tion Y or Gen Y, are the genera-
tional demographic cohort follow-
ing Generation X and preceding 
Generation Z. There are no precise 
dates for when this cohort starts 
or ends; demographers and 
researchers typically use the early 
1980s as starting birth years and 
the mid-1990s to early 2000s as 
ending birth years. Millennials are 
sometimes referred to as "echo 
boomers" due to a major surge in 
birth rates in the 1980s and 1990s, 
and because millennials are often 
the children of the baby boomers. 
Although millennial characteris-
tics vary by region, depending on 
social and economic conditions, 
the generation has been generally 
marked by an increased use and increa
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Poor productivity stagnation 
is hurting UK businesses, but 
the rise of millennials in the 
workforce could bring the 
change we need.

Putting new expectations and 
requirements on employers, this 
generation of workers is forcing 
us to think differently about the 
working practices and technology 
solutions we need to attract and 
retain the best talent and that’s 
a great opportunity. Addressed 
intelligently, this challenge could 
enable businesses to unlock 
new opportunities by giving 
employees the technology to be 
productive whenever, wherever 
and however they choose.

As the millennial generation 
becomes more dominant in the 
UK workforce, we could see a 
breakthrough in the productivity 
crisis that has been holding us 
back on the global stage.



The UK’s productivity problem is now 
so long-standing that it is difficult to 
define it accurately as a crisis. With 
productivity levels refusing to budge 
in almost a decade, the condition is 
more chronic than crisis, but that still 
leaves businesses and the economy 
suffering severely as a result. 

Productivity growth is the key to economic 
prosperity. As the Financial Times 
explained, “[A]chieving higher growth in 
productivity – or output per hour worked 
– is the way nations become richer, living 
standards rise and governments have the 
resources to improve public services or cut 
taxes.” 

Or, as the Bank of England’s chief 
economist Andrew Haldane puts it: 
“Productivity is what pays for pay rises. And 
productivity is what puts the life into living 
standards.” 

It affects us all. 

Since the events of 2008, productivity 
growth in the UK has crashed. And while 
the financial crisis is properly termed in 

A PERSISTENT PROBLEM
that it has seen something of a resolution, 
the slump in productivity growth it 
coincided with persists. It’s beginning look 
less like a bug in the UK economic system 
and more like a feature. 

The UK is now almost a third (31%) less 
competitive than France, and similarly 
(30%) when we look west to the United 
States. It lags the EU’s leading economy 
Germany by 36%,  and the average of the 
rest of the G7 by 16%.  

Yet there is nothing inherent about our 
nation that should prevent us keeping 
pace with our near neighbours and 
closest competitors. At the start of the 
1960s, the UK had the highest productivity 
in Europe. Even if productivity growth had 
carried at its pre-recession rate, it would 
now be around 20%5.  Today, though, 

comparisons with both history and 
other countries embarrass 

us. 

To change that we 
first need to ask 
who should be 
embarrassed. 

  



Certainly, there are some issues that 
are down to the government. A study of 
regional productivity by KPMG reveals that 
businesses face unavoidable challenges 
in some parts of the country. The report6 
notes that certain areas have significant 
problems with infrastructure. The North 
West’s rail networks require attention, as 
do the problems with the M60. High-speed 
rail connections are also badly needed 
between Leeds and Manchester.

But there is much that businesses could 
be doing, too. The regional report notes 
that in places such as the East and West 
Midlands, for instance, up-skilling the 
existing workforce should be the priority 
when looking to boost productivity. That 
is partly down to education, both school-
age and adult learning, but is also an area 
where businesses can have a real impact 
with training, apprenticeships and support 
and partnership with further and adult 
education courses and schemes.

Haldane at the Bank of England, 
meanwhile, is more adamant. The “lost 
decade” 7 of the productivity problem is a 
business issue, he says. 

On the one hand, the Bank’s 
determination is that the UK is 
characterised by a small number of highly 
productive, innovative businesses. Such 
“frontier” companies can be found in 
every region and every sector. They have 
continued to see significant productivity 
growth over the last decade, up 8% in the 
ten years to 2014. 

These account for just one in 100 
businesses, however. On the other 
hand, there are a huge number of very 
unproductive companies. The average 
annual productivity growth of these 
businesses (the other 99) over the decade 
was just 1%.

It’s this analysis that has informed a core 
part of the government’s response to 
the productivity problem: Establishing a 
group of business leaders, led by the John 
Lewis Partnership Boss and Chairman 
of the UK Commission for Employment 
and Skills Charlie Mayfield. This seeks to 
spread best practice from the leaders 
to the rest, and particularly to smaller 
companies. 8

TAKING RESPONSIBILITY



Such moves to address the long-term 
problems of productivity in British 
businesses should be welcomed, but 
businesses need not wait for centrally 
driven initiatives to tackle the issue. In 
fact, the keys to boosting productivity are 
actually no secret, even if they are not 
widely applied. 

One obvious area to look at, as the 
regional report noted, is that the 
productivity problem for many businesses 
is a skills problem. Since productivity is the 
sum of the output for each hour worked, 
getting the right workers with the right 
skills to work effectively and efficiently is 
an obvious route to boosting performance. 

This is, admittedly, easier said than done. 
Across a whole range of industries, 
firms are increasingly struggling to find 
the people they need. Last year, the 
CBI reported that skills shortages in 
services firms were the worst in almost 
two decades, since its records began9.  
Amongst small manufacturers, meanwhile, 
concern is at its highest since January 
198910.  Overall, four out of five businesses 
expect skills gaps would be their top 
concern in 201811. 

The skills crisis is intimately related to 
the productivity problem. The OECD has 
found that England has among the highest 
proportions of low-skilled young workers 
among advanced economies12.  That’s no 
coincidence.

The second key area we need to be 
looking at is perhaps even more obvious: 
Technology. Look to history and it’s the 
march of technology that has seen with 
biggest step changes in productivity 
with the industrial revolutions of the 
past. Look to the present, too, and it is 
often technology that separates that 
top 1% from the rest. Bank of England 
analysis shows that businesses using 
technology to their advantage are growing 

productivity annually by 6% – well in line 
with performance in other countries.

As Haldane says, “For them, the Fourth 
Industrial Revolution has already arrived.” 13

Of course, there is a role for government 
here. Broadband and high-performance 
connectivity infrastructure play a significant 
part in promoting productivity. There is no 
doubt many countries are ahead of the UK 
in this respect14.  Equally, though, there’s 
little doubt many businesses could do more 
with the infrastructure that we’ve already 
got.

AN ISSUE OF SKILL



One final factor needs to be considered if 
we’re to tackle the productivity problem, 
however: Any solution must embrace the 
changing requirements and expectations 
that millennials are bringing to the 
workplace.

The millennial generation, born in the 
1980s and ’90s, are already the largest 
demographic in the workforce in the US15,  
and represent 35% of the UK workforce16.  
By 2020, it is predicted they will account 
for about half the workforce globally17, 
and up to three quarters by 202518.  A big 
generation, they already outnumber the 
baby boomers (previously the biggest 
living generation) by 15 million, and an 
increasing number of that cohort are now 
in their 70s. 

If we’re going to plug the skills gap and 
boost productivity, it will be millennials to 
whom businesses must turn. 

To many, however, this generation is seen 
as part of the problem rather than part 
of the solution. They are maligned as job 
hoppers19  or even lazy20.  This isn’t just 
counter-productive – demographics mean 
that businesses will increasingly have no 
where else to turn for new talent – but it’s 
also unfair. 

It is true that millennials are keen to avoid 
work consuming their lives, hoping to 
find a better balance than many of their 
parents achieved. However, this is not 
unique to millennial workers, and nor is 
it a barrier to productivity. In fact, there’s 
significant evidence that presenteeism – 
the insistence on being in work, whether 
well or ill, productive or not – is a more 
significant cause of poor productivity, 
contributing to poor performance, stress 
and, ultimately, longer absences21.   
 
Nevertheless, there are some distinctive 
characteristics common to millennials, 
and businesses need to address them 
– because attracting the best millennial 
talent is going to be crucial to creating 
productivity growth. It is vital to 

understand these younger workers’ and 
candidates’ drivers.

A recent study by KPMG highlighted four key 
characteristics to consider when it comes to 
millennials choosing an employer:

To this we can also add that they are 
“digital natives”22  immersed in technology 
from before they came of age. To give one 
example, a majority of millennials and Gen 
Z communicate digitally more than they 
do in person23. These employees are not 
just entirely comfortable and at home with 
technological solutions to make work more 
effective; they demand them.

MEET THE MILLENNIAL

1. THEY PRIORITISE CULTURE

2. THEY WANT TO ENJOY THEIR
    WORKING EXPERIENCE

3. THEY LOOK FOR OPEN AND
    HONEST COMMUNICATION

4. AS WE’VE TOUCHED ON,
    THEY WANT FLEXIBILITY



TECHNOLOGY TO MAKE THE 
MILLENNIAL MOVEMENT WORK 
FOR YOU
The crucial differentiator for firms in 
coming years when it comes to attracting 
talent will be in the extent to which they 
grasp and address these demands.

First, millennials do not simply want 
flexible or remote working. They do, but 
so do many others – in fact, a third of all 
workers say they would choose flexible 
and remote working over a pay rise, and 
more than half of employees say flexible 
working is the most important benefit 
when looking for a job – more than those 
prioritising a pension, annual leave or 
bonuses24. 

Millennials want not just flexibility but also 
modernity: They expect to be able to work 
whenever and wherever they want to, in a 
digitally connected world. And they want 
access to technology in the workplace that 
will not only enable them to be constantly 
connected, but that will reflect the 
technology they rely on and enjoy in their 
everyday lives. 

This explains digital transformation 
programmes that are 
seeing an increasing 
number of firms 
move away 
from wired 

communications such as PBX phone 
systems to ‘mobile only ’ infrastructures, 
reflecting a generation for whom the 
smart phone is their closest companion. 
Such modern mobile solutions can 
unlock the productivity growth employers 
desperately need. On a practical level, they 
allow businesses to empower employees 
to work whenever and wherever they are 
most productive; as well as connect and 
collaborate with each other whether in the 
office or outside, making the best use of 
the expertise within the organisation. On 
a cultural level, meanwhile, sophisticated, 
flexible software solutions in place of 
cumbersome multi-device answers help 
create a culture and working experience 
that appeals to millennials – ensuring they 
get the best talent and the best from their 
talent.  

Applied correctly, such solutions can be 
a significant enabler in driving increased 
productivity, making employers more 
attractive to the best candidates, keeping 
millennials happier, and making their 
working experience work for them as well 
as for you. Increasingly, when it comes 

to productivity, it is these types of 
solutions that will make the 

difference between the 
1% and the other 99.
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