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About Us

• The Productivity Insights Network will be led by Professors Philip 
McCann and Tim Vorley of Sheffield University Management School. 

• Their core partners in the Productivity Insights Network are

• The wider Productivity Insights Network has a membership of over 50 
academics as well as a growing number of public, private and third 
sector partners. 

• University of Cambridge, 
• Cardiff University
• Durham University
• SQW
• University of Glasgow, 

• University of Leeds
• University of Sunderland 
• University of Essex
• Cambridge Econometrics



Vision for the Productivity Insights Network
1. To build and sustain a network of interdisciplinary and inter-organisational stakeholders 

committed to co-design and coproduce research that advances our understanding of UK 
productivity and the factors and influences which underpin it.

2. To identify and address questions pertaining to the UK productivity challenge from the 
perspective stakeholders, and to co-design an interdisciplinary research agenda that the 
network will address to develop new insights and perspectives on productivity;

3. To engage with non-academic partners in co-producing new insights on productivity, 
aimed at fostering a recovery from the current productivity slowdown, enhancing the new 
UK industrial strategy, and establishing a new productivity research and policy agenda

4. To foster and promote a new and broader social science dialogue on productivity which 
integrates economic analysis with broader insights and lessons from other social sciences, 
by sharing new data, conceptual frameworks, methodologies, skills and practices;

5. To synthesise and analyse the productivity-related outcomes of the network's activities so 
as to inform future policies and research programmes, and to ensure the communication 
and dissemination of high-impact research outputs to a wide a range of public arenas.



Our Objectives

Working with Policymakers to provide productivity insights about 
policy, programmes and initiatives nationally and regionally

Working with Businesses to address the productivity challenges 
that affect businesses and their sectors

Working with Intermediaries such as membership organisations, 
trade bodies and LEPs to enhance the productivity of businesses



Key Work Streams

Workstream Description

Core 
This work stream will be led by the PI and Co-Is, to identify and commission
small projects to be undertaken by individuals and/or interdisciplinary teams
to address research gaps

Competitive 
The Productivity Insights Network will invite proposals to undertake research
that advances or explores new directions in productivity research in
conjunction with key user communities.

Responsive The Productivity Insights Network will respond to requests from our key user
communities with short turnaround times where possible.



The Team

Director: Professor  Philip McCann (Sheffield)
WP Leads Professor Colin Mason (Glasgow) 

Ben Gardiner (Cambridge Econometrics)
Professor  Andrew Henley (Cardiff) 
Johnathan Cook (SQW) 
Professor  Tim Vorley (Sheffield)

Data Director: Professor Vania Sena (Essex)
ECR Lead: Professor Leaza McSorley (Sunderland)
NW Manager Kate Penney (Sheffield)



The Team

Theme leads: Skills Dr Maria Abreu (Cambridge
Employment Dr Kirsty Newsome  (Sheffield)
Investment Professor Richard Harris (Durham)
Health Professor Leaza McSorley (Sunderland)
Innovation Professor Robert Huggins  (Cardiff)
Governance Professor Gary Dymski (Leeds)
Infrastructure Professor Iain Docherty (Glasgow)



Connect with the Productivity Insights Network

• Website 
www.productivityinsightsnetwork.com

• Twitter 
@productivityNW

• Email 
productivity@sheffield.ac.uk

http://www.productivityinsightsnetwork.com/
https://twitter.com/productivityNW
mailto:productivity@sheffield.ac.uk


The UK’s Productivity Puzzles

• What is productivity: https://www.youtube.com/watch?v=O0h4eRrTmLg

• McCann (2018) three interlinked ‘productivity puzzles’: a ‘productivity level 
puzzle’, a ‘productivity growth puzzle’ and a ‘regional productivity puzzle

• > Financial crisis => atypical recovery (Blundell et al 2014, Barnett et al 
2014). 

• Longer lag? - 10 years of productivity and wage stagnation
• More fundamental? Assumptions - structural and institutional underpinnings of 

productivity growth
• Pay and productivity
• Implications for inclusive productivity growth

https://www.youtube.com/watch?v=O0h4eRrTmLg


Why the focus on UK productivity?



Successive UK forecasts for productivity growth



The UK National- Regional Problem

Source: ONS 2018



The Long Tail of low productivity firms

Bank of England 2018



Inequality, Inclusiveness and Wellbeing

• The OECD (2016: 5) highlights: “there is no guarantee that the benefits of higher 
levels of growth, or higher levels of productivity in certain sectors, when they 
materialise, will be broadly shared across the population as a whole.  On the 
contrary, there is a risk of a vicious cycle setting in, with individuals with fewer skills 
and poorer access to opportunities often confined to operate in low productivity, 
precarious jobs”

• Young people have now replaced the elderly as the group most at risk of relative 
poverty (OECD 2016)

This poses an important question for productivity research. Can the distribution of
productivity gains contribute to reducing inequalities, improving societal well-being
and delivering inclusive growth?



Earnings forecasts

Source: OBR 2018



Real earnings and real incomes 

Source: OBR 2018



• Wage stagnation => renewed focus on productivity
• New research on the links between pay and productivity

• “Is the link between productivity and pay broken?” (Stansbury and 
Summers 2018)

• Productivity remains a direct method of increasing wage for typical 
workers Stansbury and Summers (2018), although the link between 
productivity and pay is weakening Mishel and Bivens (2015) → due both 
to compensation inequality and reductions in labour’s income share 

New interest in pay and productivity



Important debate:
• questioned conventional wisdom on the direct link between pay and

productivity,
• it has challenged many prevailing assumptions, and
• signified the role of wage inequality as an issue to be addressed if we

want broad based productivity improvements

• Wage-led economy (Onaron et al 2015)
• IMF - shifting to alternative models which consider inequality (Ostry,

Loungani and Berg 2019)

Shifting the tone of the debate



• “great decoupling”
• co-movement (from 1945-75) 
• and then divergence (1975 - …)
• OECD countries decoupling 1995-2014 explained by declines in labour 

shares and also by declines in the ratio of median to average wages (a 
partial measure of wage inequality).

• Post crisis: Some decoupling on average but significant cross-country 
heterogeneity

Pay and productivity: questioning assumptions



1995-2013



• Hysteresis

• Lost capacity not a shock, permanent loss (Blanchard 2018, Krugman 
2018)

• Structural shifts in labour markets = reflected in Philips Curve (Farmer 
2018) 

• Low unemployment not resulting in wage rises (Bell and Blanchflower 
2018)

• Secular stagnation (Stansbury Summers 2018)

• Weakening of the link between productivity and pay

Theory



• Hysteresis:
• Long term scarring - permanent scarring on earnings and types of future 

jobs undertaken
• May impact on employment, income inequality and productivity for 

decades to come
• Vicious cycle: individuals with fewer skills and poorer access to 

opportunities often confined to operate in low productivity, precarious 
jobs (OECD 2016)

• “Anxiety, Competing Narratives & the Macroeconomy: What is the Role of 
Policy in Stabilising Expectations?” (Ghosal, Ernst, McSorley and Miller 
2019), ESRC Rebuilding Macroeconomics 



Established that pay inequality is important (Pessoa &Van Reenen 2013. OECD 2018)

• structural and institutional factors
• Income inequality

• Young people have now replaced the elderly as the group most at risk of relative poverty (OECD 
2016)

• Falling or stagnating household incomes:  job loss and lesser degree falling wages
• European Central Bank wage dynamics survey:
• Major reason for wage stickiness/downward nominal wage rigidity

• “morale” => degree of strategic stability due to belief that decreasing wages in 
response to crisis would damage employee morale

• “Anxiety
Efficiency Wage Theory and productivity?

• interaction between redistributive tax and benefits policies: post crisis and post austerity

Structural and institutional factors



Measures of Well-Being

OECD Better Life index:
On average UK performs relatively well compared to other OECD countries across a
range of well-being indicators.
- significant variances between categories of indicators, and between UK regions

•it is within the domains of earnings, income and housing affordability that the UK
performs poorly

Income growth remains below the OECD average.

Average UK household spends 24% of their disposable income on housing costs,
which is above the OECD average of 21%



Relatively low disposable income growth and high housing costs, the higher than
average proportion of low paid jobs (19%) and the proportion of people working very
long hours of over 50 hours per week (12.7%), also drag down the UK’s performance
across the well-being index.

Across all indicators of ‘deprivation’ the UK performs poorly, being classified in the
top or middle third of OECD countries in 15 out of 20 indicators of deprivation.

Notably, many of these measures of well-being were below the OECD average prior
to the financial crisis.
Housing affordability and long working hours have remained relatively stable since
2005
It is disposable income growth which has slowed.
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North East England 7.7 6.7 4.2 9.1 5.6 7.4 3.4 8.8 7.2 8.1 5.9

North West England 7.9 7.3 4.4 9.1 5.6 5.5 4.1 9.0 6.7 9.0 6.3

Yorkshire and The
Humber 7.6 7.3 4.3 9.0 6.1 6.8 3.9 8.8 6.7 9.6 6.7

East Midlands 7.7 8.2 4.6 9.1 7.1 7.0 4.7 9.3 6.7 9.3 6.7

West Midlands 7.3 7.4 4.4 9.1 6.6 6.8 3.9 8.7 6.7 9.4 6.3

East of England 7.8 8.7 5.4 9.3 8.2 4.5 4.9 9.0 6.7 9.1 6.7

Greater London 8.8 7.5 6.8 8.6 8.5 5.0 4.4 9.7 5.0 8.4 5.9

South East England 8.4 8.9 5.9 9.5 8.2 5.6 5.1 9.6 6.1 8.7 6.7

South West England 8.1 8.8 5.2 9.5 7.9 5.7 5.4 9.4 6.7 9.1 7.0

Wales 7.8 7.4 4.4 9.7 6.0 6.6 4.5 8.7 7.2 9.3 6.3

Scotland 8.2 7.9 4.9 8.8 4.7 7.3 5.8 8.6 5.6 9.7 7.4

Northern Ireland
(UK) 7.1 7.2 4.0 8.8 6.2 7.7 2.7 8.8 5.6 9.3 7.0

Source: OECD 2016



Measures of Productivity in the Context of Well-being, Inequality and Inclusive Growth

•“UK’s ‘soft’ infrastructure, or in other words investment in human capital through
universal education and health and social care services, also faces significant
challenges. Addressing shortfalls in soft infrastructure will be an important aspect
of improving living standards and economic potential in towns and areas that are
not going to be part of a high-productivity urban agglomeration” (Industrial
Strategy Commission 2017: 52).

•Basic social infrastructure (Coyle 2017)

Himmelweit (2016: 84) argues that high quality childcare increases wealth and well-
being of the society both now and in the future, and thus it should be viewed as “a
form of capital rather than current spending”.
Heckman (2011, 2006) also demonstrated the links between investments in early
years education and childcare and the long term economic benefits of reduced social
exclusion



Implications for inequality, well-being and (inclusive) 
productivity research and policy 

•Consideration of pre-market and non-market factors which affect inclusive
productivity growth, including and beyond the care economy.

•Investment in the multi-dimensional aspects of well-being is as important as
investment in our physical/transport infrastructure/innovation

•Well-being and inequality and their contribution to (inclusive) productivity
growth require more attention, research and analysis to quantify the long
term investment is social capital/well-being on productivity performance,
particularly at regional level.
•Prioritise analysis, knowledge, expertise we have over gaps in data!
•Move from calling well-being indicators ‘soft’ to ‘essential’ factors under
pinning of the long term productive capacity of the UK economy.



Table 1: Growth in real gross value added, productivity hours and labour productivity by NUTS1 region, 2010 
to 2017

NUTS1 Region Real GVA (B)
Productivity Hours 
(Hours worked) Labour Productivity

United Kingdom less extra region 15% 12% 2%
North East 7% 2% 4%
North West 11% 9% 2%
Yorkshire and The Humber 9% 8% 1%
East Midlands 13% 11% 2%
West Midlands 18% 13% 5%
East of England 16% 16% 0%
London 27% 24% 2%
South East 13% 13% 0%
South West 10% 9% 1%
Wales 13% 8% 5%
Scotland 12% 8% 3%
Northern Ireland 13% 7% 5%

Source: 
Office for National 
Statistics (2019)



David Hume 
Institute 2018



Scotland’s Productivity Performance 

Source:  CBI Scotland 2019



• “The Scottish Government has an ambition to reach the top quartile of 
OECD countries in terms of productivity”

• Scotland is the third best performing region in UK, only behind London and 
South East

• Last two quarters Scotland’s has had positive productivity growth rUK 
negative

• Eight of the 23 NUTS3 regions in Scotland had labour productivity above 
the UK average in 2017 

• 13 out of the 23 regions were above the UK excluding London average. 
• The lowest productivity levels were found in the southern Scotland areas.

Scotland’s Comparative Performance



• The past ten years have seen significant structural changes in the UK labour market. 
• It is unlikely that productivity will return to pre-crisis levels without these structural changes 

being addressed (McSorley 2018)
• Productivity slowdown may well not be a ‘shock’ but the ‘new normal’, reflecting a permanent 

loss of productive capacity within the UK economy
• Necessitates focus on the structural and institutional underpinnings of productivity growth  

• Qs:  building links between productivity research and policy and well-being economy?
• What are the priority issues for PIN to be focusing on?

Implications Implications for inequality, well-being and 
(inclusive) productivity research and policy 



Leaza.McSorley@sunderland.ac.uk

Twitter: @leaza_mcsorley

mailto:Leaza.McSorley@sunderland.ac.uk
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