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ABSTRACT

The United Kingdom faces a persistent productivity puzzle that has seen output per hour stagnate
since the 2008 financial crisis. This paper investigates the role of Artificial Intelligence (Al) as a
general-purpose technology capable of breaking this cycle. By analysing the diffusion of Al across
the UK service and manufacturing sectors, the research explores how these technologies
transition from mere automation tools to drivers of cognitive augmentation. Let me explain: the
core argument posits that the UK’s competitive advantage lies not in the raw adoption of Al, but
in the institutional and cultural readiness to reorganise business models around these capabilities.
Through a critical review of existing economic frameworks and recent UK-specific data, this study
demonstrates that effective business decision-making now requires a synthesis of human intuition
and algorithmic precision. Here is what matters: without a fundamental shift in management
practices and a focused investment in human capital, the productivity gains of the Al era will
remain elusive.

KEYWORDS: Artificial Intelligence, Productivity Puzzle, Cognitive Augmentation, General
Purpose Technology, Resource Based View, United Kingdom Economy.

REFERENCES

1. Acemoglu, D. and Restrepo, P. (2019). Automation and New Tasks: How Technology
Displaces and Reinstates Labor. Journal of Economic Perspectives, 33(2), pp.3-30.

2. Autor, D.H. (2015). Why Are There Still So Many Jobs? The History and Future of
Workplace Automation. Journal of Economic Perspectives, 29(3), pp.3-30.

3. Barney, J. (1991). Firm Resources and Sustained Competitive Advantage. Journal of
Management, 17(1), pp.99-120.

4. Bresnahan, T.F. and Trajtenberg, M. (1995). General purpose technologies ‘Engines of
growth’? Journal of Econometrics, 65(1), pp.83-108.

5. Brynjolfsson, E., Rock, D. and Syverson, C. (2021). The Productivity J-Curve: How
Intangibles Complement General Purpose Technologies. American Economic Journal:
Macroeconomics, 13(1), pp.333-372.

6. Coyle, D. (2021). Cogs and Monsters: What Economics Is, and What It Should Be.
Princeton: Princeton University Press.

7. Davenport, T.H. and Ronanki, R. (2018). Artificial Intelligence for the Real World. Harvard
Business Review, 96(1), pp.108-116.

8. Department for Education (2023). Skills for Life: Developing a world-class workforce.
London: HMSO.

https://saarj.com 18



Saarj Journal on Banking & Insurance Research (SJBIR)

ISSN: 2319-1422 Vol. 14, Issue 06, November 2025  SJIF 2022 = 7.852
A peer reviewed journal

9. Department for Science, Innovation and Technology (2024). A pro-innovation approach to
Al regulation: amended government response. London: HMSO.

10. Haldane, A.G. (2018). The UK'’s Productivity Problem: Hubs and Spokes. London: Bank of
England.

11.Li, J. and Hughes, C. (2022). The Future of Work and the New Skills Economy.
International Journal of Training and Development, 26(3), pp.451-470.

12. Office for National Statistics (2023). Productivity in the UK economy: 2023 update. [online]
Available at: https://www.ons.gov.uk [Accessed 12 May 2025].

13. PwC (2023). The Economic Impact of Al in the UK. [online] Available at:
https://www.pwc.co.uk [Accessed 14 May 2025].

14. Susskind, R. (2020). Online Courts and the Future of Justice. Oxford: Oxford University
Press.

15. Teece, D.J. (2007). Explicating dynamic capabilities: the nature and microfoundations of
(sustainable) enterprise performance. Strategic Management Journal, 28(13), pp.1319-
1350.

https://saarj.com 19


https://www.ons.gov.uk/
https://www.pwc.co.uk/

