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UK LEADERSHIP AND MANAGEMENT: EVIDENCE AND ACTIVITY

INTRODUCTION

It is a recurrent complaint in studies of UK economic performance that UK managers are inadequately trained and qualified in comparison with those of competitor nations. Compared to other EU countries the UK does seem to be excessively managed: 14% of those in UK employment claim to be a manager compared to an EU average of 8%.  Data from skill shortage vacancies indicates that most firms are able to fill their management posts. The concern about management skills therefore centres on whether managers are sufficiently skilled. There are no objective measures of management quality and good international comparisons are hard to find. The available evidence is also hard to interpret. For example Porter & Ketel’s claim that: “Problems with managerial skills in the UK seem likely to be concentrated at the lower and middle management level, reflecting the overall skill deficit in the UK labour force.”
 Yet they argue that if UK firms have a problem it lies in their strategic positioning – surely a preserve of senior management. 

EVIDENCE

Perceptions of the general quality of UK management

The evidence on the quality of UK management is largely based on perceptions because more objective internationally comparable measures are difficult to construct. While these surveys do not provide an objective assessment of UK management compared to other countries they seem to suggest that the quality of UK management is relatively weak.   An annual survey by the Institute for Management Development (IMD) asks business executives in G7 countries for their perceptions on the quality of management in their country. UK management ranked behind the US, France and Germany between 1996 and 2003.
    In a survey of 502 Asian business executives undertaken by Australian researchers, UK managers were ranked significantly below Japan, the US, Germany and only slightly above Australia and Taiwan.
 

Among specific managerial qualities, UK managers scored poorly on “adaptability skills”, “entrepreneurial skills”, “technical skills” and their “ability to look into the future”.

One recent survey found that, while 55% of responding managers identified inspiration as one of the three most important leadership characteristics, only 11% said they had experienced it. Half of all responding managers felt that their employers gave a low priority to leadership development.

The lack of uptake and application of best practice

There is evidence of a lack of uptake of innovative workplace and human resource practices. A study by the Engineering Employers’ Federation (EEF) found that foreign-owned firms are more likely to introduce workplace innovations than UK-owned firms.
 However, the results could be explained by the fact that UK owned firms were being compared against foreign multinationals, which are likely to be intrinsically better performers. For example research shows that differences in productivity between UK owned and foreign owned firms based in UK are largely explained by a multi-national advantage. Multi-national enterprises – whether UK owned or foreign owned – are generally more productive than non-multi-nationals.

Following the Porter and Ketel’s review of UK competitiveness, the Advanced Institute of Management (AIM) conducted a systematic review of the literature on adoption of best practices in the UK
 which confirmed that there is a poor level of adoption of promising practices in UK organisations in the manufacturing sector (e.g. Total Quality Management and Supply-Chain Partnering). It noted there is a lack of evidence for other sectors.

The AIM report identified the level of management knowledge as a key driver for the adoption of best practice, referring specifically to top management and executive training and attendance of management at workshops and professional events. The main finding of the review was, however, that there is no such thing as a “one size fits all” best practice. The adoption and application of best practice is subject to the interactions of institutional factors (e.g. supply chain dynamics, technological drivers, regulation) and circumstances (e.g. need, critical events, opportunities and whether they fit in with the firms’ improvement plans). In view of the complexity of the process of adopting best practice, the review noted that it was not clear how UK companies differed from major competitors in the management of adoption efforts.

Business Strategy and the low skills equilibrium

A number of commentators suggest that UK managers adopt less effective corporate strategies. Porter & Ketel’s (2003) argue that UK companies compete less on unique value and innovation than other advanced countries even when there are good business reasons for them doing so. “UK managers might either fail to understand the opportunities of competing in premium segments, or might indeed be better at low cost processes, products, and services”. The concern here is that in view of rising competition with firms in lower cost economies, such a strategy can only be sustained by off shoring low value added activities.

The perceived lack of demand for skilled employees in the UK also raises concerns about management strategies. But skills have a derived demand – dependent on the specification of the output that is being produced. In markets for low specification products the emphasis of competition is on price and unit costs. They are characterised by measures to exploit scale economies and minimise unit labour costs by standardising products and designing skills out of jobs.
 If UK firms focused on these activities, low investment in skills is the most rational strategy for management to adopt.

The AIM review also noted that if UK firms did lag behind competitors in terms of adoption of best practices it was not clear whether this was due to weaknesses within firms or whether it was due to external factors such as the dynamism of the environment or the macro-economic context. The Porter and Ketel’s review also makes a similar point: “Management and its decisions are both an input and a result of the business environment. Thus UK management performance in many ways either reflects weaknesses in the business environment or involves decisions that are consistent with the current business environment even though they do not improve competitiveness.” Some argue that management weaknesses after WWII stemmed from UK firms dependence on soft markets (e.g. the Empire) and technological lock-in which bred a certain complacency in UK board rooms and an inability to adapt to changing circumstances.
 

What types of skills are needed and how can they be developed? 

Management skills are difficult to define. Core competencies vary with level and type of responsibilities undertaken, as well as the nature of the industry. Ultimately, however, management is a decision-making role, which requires the ability to identify and exploit opportunities with the most effective use of resources. Apart from organisational skills and technical know-how, which are important to manage operations and develop a business, the following skills are highlighted in the literature:
· Generic Skills: The Council for Administration includes “management skills” as a specific category of generic skills, and notes that management skills are no longer restricted to those in ‘Manager’ occupations.   This is consistent with the findings of the 2003 National Employers Skills Survey, where communication, team working and problem solving were identified among key areas of skill shortage. Influencing skills are also increasingly important in workplaces with higher levels of employee involvement in decision-making.

· Customer Relations: In a survey by the Chartered Management Institute
, managers rated customer relations the most important determinant of organisational success in the future. Customer handling was also a skill viewed by employers to generally be in short supply in the NESS 2003.

· Managing Change: The ability to adapt to rapidly changing environments and growing commercial pressures is becoming increasingly important for managers. Managers face more fragmented and global product markets and technological transformations are changing products, possibilities as well as patterns of work. Managing change is identified as one of the most important skills to have in the CMI survey. 
· Leadership and Strategic Thinking: Kettley & Strebler (1997) argue that senior managers need to think strategically, analyse information, solve problems and make decisions. While their importance may increase with seniority, the ability to cope with change, to make strategic decisions and willingness for continuous learning are expected from most managers. Leadership, on the other hand, not only requires strategy and results but also the ability to engage others in sharing and pursuing the vision being targeted. This requires the trust and respect of the team and good working relationships within it. 

Developing these skills

The evidence, again not ideal, suggests that there is a link between management and leadership activity and organisational performance.
 This suggests that firms should be best placed to develop the most appropriate capabilities especially given the context specific nature of best practices. However, the Government’s role might be to examine the quality and effectiveness of key inputs and the extent to which these are being utilised in the UK.

Education: Although management skills depend in part on the innate ability of an individual, the need to think strategically means that it is important for managers to start with a good level of education and general knowledge. Institute of Employment Studies analysis of LFS data shows a steady increase in the qualification levels of managers in common with the rest of the working population. The proportion of managers with a degree increased from 23 per cent 1996 to almost 30 per cent by 2001. Furthermore, the percentage of individuals with degrees is rising faster among managers than non-managers.
 The qualification levels of UK managers seem to be broadly comparable to managers in other EU member states.

There has been an expansion in the number of MBA programmes on offer as well as the number of graduates with MBAs (around 11,000 pa in 2000). However, Bosworth (1999) notes that, while MBAs have become an important route for training current and future managers, the number of MBA graduates is very small compared to the total number in managerial occupations. And UK MBA activity is low compared to the USA.
Below HE level, the data seem to suggest that management qualifications (diplomas and certificates) offered by awarding bodies such as City and Guilds of London Institute (C&G), the National Examining Board for Supervisory Management (NEBSM) or the Institute of Management (IOM) are in higher demand than management NVQs.
 This may reflect a lack of confidence in the use of the competence-based approach employed by NVQs for management development. Johnson & Winterton summarised the difficulties of using competence-based approaches to management development in their Skills Task Force Research Paper on Management Skills.

Ongoing formal training and development: The United Kingdom has a high incidence of job related training (over 50% of employees estimated to have participated in some form of job-related training in the year 1994/95 compared with about 46% in the US). Among managers, 67% of all those in the UK participated in job-related training in that period compared with about 61% in the US. The average duration of training in hours per trainee is however similar to the US.

Managers also seem to be taking their own training more seriously. Off-the-job training in the manager’s own time rose from 3.3 days on average in 1990 to 4.9 days in 2000.
 The CMI’s 2001 survey of management attitudes to training and development
 indicated that, as far as development methods for the future were concerned, on-the-job training was the preferred method, followed by external courses/seminars. 

Experience: Employers generally seek experience and use informal training. The National Employers Skill Survey 2003 found that the greatest proportion of skill gaps were ascribed by employers to managers lacking experience (61% said this) followed by a failure to train (35%).
 People in management positions are more likely to have a longer period of continuous employment to acquire experience. For example, over 40% of managers and administrators have been continuously employed for more than 10 years. This compares with less than 30% for those in other occupations.
 

ACTIVITY

Support for the Private Sector 

Programme to boost the leadership and management skills of the managing directors of small businesses Managing Directors of businesses employing 20 – 250 people face particular challenges related to sustaining and increasing growth. If their companies are to survive and be successful this often means a more sophisticated approach to how their businesses are led. The Government has therefore launched a scheme to help MDs in this target group improve their management and leadership skills. Each MD gets a free diagnosis of their development needs and up to £1000 to support learning tailored to their needs. There is an emphasis on informal learning, peer support and on the job coaching as well as more formal provision. The first pathfinders were launched in selected areas from March 2004 and the scheme rolled out nationally from September 2004. It is expected that by March 2008 17000 SME MDs will have benefited from the programme.
Signposting   A signposting system for management and leadership development is being developed. The Small Business Service (SBS) is funding the development of a diagnostic tool, initially aimed at SME owners and managers, which will enable users to identify their development needs on line. It will be sited on Businesslink.gov and be freely available. It will generate a personal development plan and will signpost users to providers who can meet their needs. It is hoped to have this in place by the end of 2005.
IIP Standard The revised IIP standard developed by IiP UK and launched in November 2004 has a strong focus on leadership and management. A separate IIP Management and Leadership Model, was launched in January 2003. The model can be used as a stand alone tool or in conjunction with the full IiP Standard. Under the £30m Small Firms Initiative 20,000 businesses in the 5 - 49 employees range have engaged with IIP.

Inspirational Leadership.  An Inspired Leadership Diagnostic is being developed by DTI.  This is based on research carried out by DEMOS, CMI and itself and provides individuals with a practical benchmark for outstanding leadership. A fully validated tool is planned for launch in March 2006. 
Improving Business Performance  – DTI has developed a range of business support products with relevance to management and leadership programmes. 

Human Capital Management.  Following the report of the Accounting for People Task Force (November 2003) DTI is considering the scope for corporate reporting of human capital assets including management, leadership and succession planning.  

Acas ‘Model Workplace’ – In October, Acas will be launching the Acas ‘Model Workplace’, a culmination and distillation of 30 years of experience in Britain’s workplaces.  The base of the model is 11 key principles and practical features that Acas believes make a ‘model workplace’.   The booklet has been designed to be a business self-help tool, easily accessible and simple in language and tone.  As part of the model’s launch, Acas will also be running a number of bespoke training sessions for businesses – particularly SMEs – to look at the practical ways managers and their staff can achieve the ‘model workplace’

Activity by The Skills for Business Network (SfBN)

Sector Skills Councils (SSCs) are the main voice for employers and employees in each sector. The Sector Skills Development Agency, working with SSCs (collectively the Skills for Business Network) has identified management and leadership as a priority area for sector skills action. A cross sector board of SSCs has been established to drive forward management and leadership in sectors with a focus especially on micro and small businesses (up to 25 employees).  There is a 3 year cross sector implementation plan with individual SSCs leading work on value added products on behalf of the Network.   These include:

Solutions4Business – A web-based service aimed at the small business owner/ manager and their trusted advisors, which addresses real business problems. The solutions provided are in the process of being contextualised on a sector by sector basis. 

Action Learning for Leaders – Action learning sets are being piloted which address real but strategic business problems faced by small business owner/ managers within a facilitated peer group setting. The participants are then encouraged to return to their organisations, apply the learning and report back to the group on progress. Successful learning sets have been held in Glasgow, Nottingham and Guildford and a full evaluation has been used to refine the process. A best practice guide has been published based on the lessons learned. http://www.ssda-mandl.org.uk/files/lead_mdl/MainreportfinaldcbpostSG.pdf 
Gateway – This proposal for a web-based information and advice service originated from the work of the former Management and Leadership Board, but has been widened to potentially cover all cross sector areas, and will be reported on separately.

Building the capability and capacity of SSCs

The ‘£30k offer’ from SSDA has ensured that most SSCs have resource to work on cross sector programmes. In addition, the M&L and IT User projects have depended on SSCs’ contributions and in the process built commitment, understanding and skill.

RDA Activity

Leadership & Management identified as a core priority by nearly all RSPs and each is now developing a strand of work to address this major productivity driver. There is also evidence that  RDAs are beginning to share best practise and to work together to better address this issue.  For example

· Northern Way: ONE, Yorkshire Forwards and NWDA developing a Leadership Academy to work jointly to address this complex issue. 
· EMDA, produced a report in March 2005 entitled ‘High Growth business coaching – Helping businesses throughout the UK to meet the challenges of rapid growth’. 

The report argued that any targeting of SME coaching, within the context of overall Business Link business model should be by sector, technology, size or age criteria. The report proposes a framework to stimulate provision of coaching equally appropriate to ambitious start-ups, and to existing businesses with high growth potential.  

Work is currently underway with RDAs, Treasury, DfES and DTI to consider whether the EMDA model is one that can be more widely developed and applied. Recommendations are expected early Autumn 2005.  

Activity in specific Regions include:

East Midlands RDA
Formed a Leadership & Management Action Group – joint LSC & RDA Chair.
Some key successful projects:
· Management One

· Lead to Succeed

· Coaching and mentoring

Advantage West Midlands
Developing a L & M project as a key piece of work for the RSP, initially concentrating on leadership and entrepreneurship 
Pilot project: running from July 2005 – March 2006 will
· Establish network of up to 20 specialist L, M and E skills advisors

· Establish portfolio of L, M and E skills interventions.

· Address gaps in provision of coaching and mentoring

· Build capacity of general business advisors so appreciate relationship of investing in L, M and E skills and improved business performance.

If successful further ESF funds to be sought to expand.

One North East
High-Level Strategic Task Group will be established to drive work forwards. Activities will include:
· Mapping of all current provision

· Identification of gaps in provision
· An evaluation of the regional programme for Management and Leadership Development funded by the Learning & Skills Council and managed by Business Link for Northumberland 
· Build on SSDA successes and work to date.

· Evaluation of business impact of L & M development.

Northwest RDA
L & M and Entrepreneurship development identified as key priorities for RSP.
Work to date:

· Research with 19 priority sectors shows L & M development is a major issue limiting growth for over 52% of the sectors.

· £4.5m invested in Lancaster University to develop their Leadership Centre – regional flagship

· LEAD programme funded with Business Link to deliver programme for micro businesses utilising the Leadership Centre, includes:

· Coaching and mentoring

· Consultancy

· Master classes

· Residential courses

· Job swap

Southeast RDA

Building on an investment of £2m spent over the last 2.5 years on a pilot project aimed at creating “World Class Managers and Leaders for a World Class Region.”

 Activities clustered around:

· Research

· Dissemination

· Delivery

Southwest RDA
Major project in hand to identify the most effective ways of raising demand for leadership and management skills training in SMEs across different sectors (10-250 employees)
 Specific objectives of M & L Strategy:
· To identify how the learning infrastructure can respond to increasing demand, taking into account the long lead in time to see change in formal provision at colleges and Higher Education Institutions.  

· To develop a quality assurance framework for the supplier of leadership and management learning

· To identify further leadership and management opportunities in key economic sectors.  

· To target, where appropriate, people from under-represented groups e.g. Black and Minority Ethnic groups, women in management, people with disabilities and asylum seekers.
· To target a number of social enterprises and community organisations/networks involved with Local Strategic Partnerships and Local Government organisations

· To prove the worth of leadership and management ultimately without the need for public subsidy

LDA

London Management and Leadership Group formed to:  

· Co-ordinate current Management and Leadership provision in London to offer a consistent and coherent programme of support that complies with the new National Occupational Standards (NOS) for Management and Leadership.  

· Link business focused demand with effective supply.  

· Support providers in offering front end diagnostics and training advice to employers.  

Develop services for those businesses not currently able to directly access public sector support (i.e. COs that employ between 5 and 19 employees)

Public Sector Initiatives

A number of initiatives are well advanced. As part of public service reform the Cabinet Office has carried out a stocktake on leadership in public services and is committed to building stronger and more visible leadership. Following on from the work of the Centre for Management and Policy Studies which delivered a senior executive programme for civil and other public servants a new National School of Government (launched in June 2005) has been created to support the business priorities of Government. It will take on the role of promoting closer working with similar learning organisations elsewhere in the public sector and build relationships with academic institutions, professional bodies and business schools in order to ensure that public servants have access to the best possible leadership and management development. It will also have a key role in delivering critical leadership development programmes.  .  Leaders UK is a joint venture between the Cabinet Office, CBI, NHS, local government, the criminal justice and education sectors, the Association of Chief Executives in Voluntary Organisations and the Association of Chief Police Officers

The National College for School Leadership has been operating since November 2000. The Centre for Excellence in Leadership, the new leadership college for the learning and skills sector (which includes FE Colleges) was launched in October 2003.  The Leadership Foundation for HE was launched in March 2004 under the auspices of Universities UK and SCOP with funding from the four UK HE funding bodies. From July 2005 the work of the NHS Leadership Centre and the NHSU was absorbed into the new NHS Institute for Innovation and Improvement. Leadership development is a priority for the new Institute. Well-established arrangements for leadership development are in place for the police and defence services. 

In the area of local government the joint LGA/ODPM Capacity Building Programme (which aims to support improvement through local government, including councils' leadership and skills) and the Local Government Leadership Centre (LGLC) has been established

 

The LGLC works with authorities in England to develop the quality of leadership amongst political leaders and officers.  It will act as a broker between Local Authorities and providers of leadership development and also provide independent advice to councils about their leadership capacity, and how best to develop it.

 

Amongst the specific leadership programmes that are also running are:

· Advanced Leadership Programme- Intense course, consisting of three phases aimed at Senior Managers to improve management and leadership in local government

· Future Leadership Programme - This new programme for middle managers aims both to develop individual middle managers as well as to address organisational capacity through a challenging and innovative programme

· Fast Track Leadership is geared to the needs and interests of young councillors. It is aimed at young councillors under 35 who have been recommended by their local authority.

· The Leadership Academy and Leadership Academy Black, Asian & ethnic minority programme Both aimed at Cabinet Leaders and/or Experienced Members

· Modern Members - a bespoke programme available to all councillors who wish to learn more about specific aspects of local government  

· The Top Teams Leadership Programme, which recognises that leadership, is a team issue. It is not just about one team but two, the leading elected members and the chief officers 

· Accelerated Development Programme - developing talented employees with at least two years' local government experience and the potential to be senior managers

· A National Graduate Programme
Voluntary Sector Initiatives

Following the Treasury's 2002 cross cutting review "The Role of the

Voluntary and Community Sector in Service Delivery" the Active Communities

Unit at the Home Office commissioned a skills strategy for the voluntary

and community sector. A workforce development  “Hub” has been established and HO Ministers are considering whether a separate leadership centre is needed.

In April 2004, Acas entered into an official partnership with the National Council of Voluntary Organisation (NCVOs).  As a member organisation of two high-level steering groups co-ordinated by the NCVO, we are working with partners to develop good management & employment practices in the voluntary sector, as well as contributing to the NCVO’s ‘Workforce Development Hub Group’ (with the CIPD, TUC, Cranfield Trust, and BME representative organisations) to look at ‘opportunity’ issues in this sector and how to raise the game of its leaders and managers.  We have played a central role in the writing of the NCVO’s new guide to ‘employment in the voluntary sector’
Standards, Qualifications and Teaching

Management and Leadership Standards   New world-class management and leadership occupational standards were launched in November 2004. They have a range of uses in human resource management, learning provision, personal development and qualifications. The SfBN is leading work to implement the standards.
Qualifications.  Awarding Bodies, Business Schools and Professional Institutes continue to develop and promote a range of qualifications including certificates and diplomas. The new management and leadership standards and will provide a focus for a more coherent structure of qualifications, improved progression and a tool for continuing professional development.  The SfBN is working with Foundation Degree Forward to develop a foundation degree and with QCA and SQA to develop a generic management and leadership qualifications framework. 

Chartered Manager. The Chartered Manager designation launched by the Chartered Management Institute in 2003 is a significant contribution to the promotion of management learning and professional standards.

Management Education. In 2003 the Council for Industry and Higher Education and the Association of Business Schools established a forum for dialogue between employers, business schools and other management education providers so that employer needs are better understood and met. The forum will shortly complete its work and it is expected to publish a report on the effectiveness of links between business schools and business and the lessons for business education. The relevance and quality of leadership and management teaching is being strengthened through the HEFCE funded HE subject centre for learning and teaching in business and management. 
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