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About Us

The Productivity Insights Network was established in January 2018 and 
is funded by the Economic and Social Research Council.

As a multi-disciplinary network of social science researchers engaged 
with public, private, and third sector partners, our aim is to change the 
tone of the productivity debate in theory and practice. 
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FIRM STRATEGIES UNDER COVID19 INDUCED UNCERTAINTY: 

IMPLICATIONS FOR POLICY

Professor Sumon Bhaumik

University of Sheffield

Professor Vania Sena

University of Sheffield

• Covid-19 has introduced both a structural shock and an 

element of uncertainty

• Economic theory suggests that these may lead to 

changes in business models/strategies of firms and 

simultaneously create new business opportunities

• At the same time, it may be optimal for firms to wait 

before adopting new business models and/or investing 

in new opportunities

• All of these have an implications for access to finance
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SEEING THE COVID-19 CRISES THROUGH A MINSKYIAN LENS: 

AUSTERITY, STRATIFICATION, AND PRODUCTIVITY

Professor Gary Dymski

University of Leeds

Dr Hanna Szymborska

Birmingham City University

• Financial resilience of businesses and households is  

vital in achieving recovery from the pandemic, even 

though it did not directly contribute to the Covid-19 crisis

• Austerity and the limited scope of macroeconomic policy 

since 2010 have affected finances of households and 

businesses in a deeply unequal manner, leading to an 

uneven impact of Covid-19 and prospect for recovery

• Future productivity growth relies on ensuring sustainable 

cash flows and balance sheets across the economy
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AUSTERITY, STRATIFICATION, AND PRODUCTIVITY

• Hyman Minsky (1919-1996), is best known for arguing that financial instability, when it 

emerges, can be offset by central-bank interventions preventing financial collapse.  

• Less well known is his emphasis on the importance of counter-cyclical public expenditures to 

permit recovery to take hold, and on the need for community-based anti-poverty efforts.  

• This stemmed from his ‘balance sheet approach’, seeing the economy as a set of 

interconnected balance sheets. It isn’t enough to save the banks if the economy fails.

• A lesson from the 2008 subprime crisis is relevant for the Covid crisis: while banks in the US 

and the UK were saved from collapse, too little was done to address offset the widening of 

spatial income/wealth gaps, and the erosion of public services – that is, the long-run societal 

foundations of productivity growth eroded. This must not be permitted to happen again.
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• The US subprime crisis: household balance sheet inequality and the macroeconomy

Debt to asset ratio

Source: US Survey of Consumer Finances 1989-2016Source: Fed. Reserve Bank St Louis, 1987-2019
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AUSTERITY, STRATIFICATION, AND PRODUCTIVITY

• Outlook for the UK: household finances unequally constrained by ongoing austerity

• Total debt holdings of households in the bottom 10% of wealth distribution were over three 

times larger than the total value of their wealth (ONS 2019). 

• Households in the bottom income decile experienced real declines in wealth and pay in the 

past decade; regionally, the North East and East Midlands lagged behind; intersecting 

inequalities

• Implications for productivity: lasting asymmetric impact of crises; aggregate demand 

problems; financial distress constraining the realisation of the workforce’s potential…

• Bold structural policy solutions needed: fundamental rethinking of fiscal and monetary policy
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THE PARADOX OF EFFICIENCY: WHY THE SECOND-BEST MAY HELP 

US HEDGING RISKS IN UNCERTAIN TIMES

Dr Ekkehard Ernst

International Labour

Organisation

• Policy advice focuses on efficiency 
• e.g. OECD Jobs strategy, financial market deregulation, 

globalisation, public services (health)

• What about stability/resilience?
• Financial crisis, job polarization/political instability, pandemic

• Many risks are unforeseeable and endogenous
• Require stress tests, provisioning, minimax approaches

• Robust policies instead of optimal policies
• Properly account for ALL types of risk; leave slack in the 

system
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HOW WILL THE EFFECTS OF COVID-19 ON MACROECONOMIC 

DEMAND AND SUPPLY AFFECT FIRM-LEVEL PRODUCTIVITY?

Professor Don Webber

University of Sheffield

Professor Gary Dymski

University of Leeds

• Restarting the post-covid economy appears to involve:

• Reopening the supply-side

• Renewing policies to control public debt

• Redoubling efforts to enhance productivity guided by 

the Industrial Strategy

• Will this work? What about the demand side?
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• Restoring the economy to pre-covid conditions will take time

• Strategy is supply sided:

• fiscal discipline / exports / enhancing productivity (Industrial Strategy)

• Fairly clean separation between D and S side policies in productivity analyses is an 

unintentional by-product of the current metric used to measure firm productivity

• We usually think 1D, why not 2D?
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Calculations of firm-level GVA figures subtract area C*BQ*O from 
S*AQ*O, so firm-level GVA data is a 1D of the 2D area S*C*BA

How do we increase this area?

Source: Webber (2020) 
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• Picture is neither simply nor easily generalisable

• Depends on firm’s linkages with consumer markets / global supply chains / financial 

intermediaries

• Standard way to understand revenues is through the demand curve

• Demand and supply forces are densely interwoven at the firm, regional, national levels

• Fiscal discipline will dampen demand, stunt our recovery, and exacerbate productivity problem
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Further issues

• Re-motivating and re-recruiting furloughed staff

• Loss of skilled workers who could have passed knowledge on to new workers

• Firm to firm linkages

• Firm to consumer linkages

Restoring the economy to health does not mean disciplining demand; on the contrary, we 

should explore how to enable demand and support firm-to-firm and firm-to-consumer linkages
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