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Future industrial economy and research

  Given the current situation what thoughts do you have about 
prospects for the economy?

Richard Kneller: Firstly, it’ll be interesting to see the transition that takes 
place as lockdown is being lifted. Where will people work in future? Prior 
to lockdown, firms expected workers to come to the office, but they may 
have changed their views now.

There was an interesting piece of research done about six or seven years 
ago, in a Chinese call centre. Under randomised control trial conditions, 
from a group of call centre workers who wanted to work from home, 
some were assigned the opportunity to do so.

The findings showed that this led to improved productivity for the group 
working from home – because they worked when they wanted, avoided 
commuting, shopped during less busy times etc. When this was rolled out 
across the whole firm, there were additional productivity improvements 
because some people self-selected into working from home as it suited 
them. Another group found that they were more productive coming 
into the office. So, having that flexibility of practices, led to an overall 
productivity improvement for the whole firm.

Many firms were beginning to move in this direction anyway, but 
enforced lockdown moved those who’d work better in an office to 
actively having to work from home. Productivity could worsen for that 
group, even though it may improve for those now allowed to work from 
home where they couldn’t before.

Once the lockdown is lifted, there’s greater opportunity for firms to be 
flexible in how they allow their workforce to work, by accommodating 
preferences for home and office work, leading to possible productivity 
improvement all round. 

A second general trend, closely connected though not so obvious as a 
productivity improvement, is that in reconfiguring office space towards 
hot desking and more flexible ways of working, firms need to commit 
less space for their workers, because they’re using desks across a broader 
range of time. This reduces the amount of building capital that the firm 
requires and that also leads to productivity improvement.

Productivity is the amount of output achieved against the amount of 
inputs used, and whilst the reconfiguration of office space possibly 
doesn’t increase the amount of output you get, although that first story 

may suggest that it can, it definitely reduces the amount of resources you 
need. You rent offices smaller than they previously needed to be because 
technologies allow you to work flexibly. 

If you now require greater spacing between people, then increasing the 
amount of people who work in the same amount of space becomes more 
difficult, but if you allow for this greater flexibility in the ways of working, 
then, actually, it has the potential of generating additional productivity 
gains as well. It could be an accelerant towards reducing the amount of 
building capital. 

The combination of reducing the amount of building capital and benefiting 
those who prefer to work at home, as opposed to work in the office, might 
lead to productivity improvements longer term, even if the productivity 
effects are more questionable short term.

Lockdown transition

  What other impacts might affect businesses during the transition from 
lockdown to a different way of working? 

Cher Li: Increasing outputs depends on the sector. Knowledge workers are 
still doing most of the work they did before, but for agri-food and a lot of 
the food and drink industry, that part of the economy has been brought to 
a halt. And it’s also the case in sectors where there’s often less flexibility for 
different practices (like home-working).

Where there are productivity gains, these may not be equally distributed 
across all parts of the economy. If sectors can leverage new opportunities, 
outputs may go up. And, medium to long term, we might be able to 
achieve better work-life balance. This leans to the wellbeing angle, which 
is topical in line with the development of new guide ISO 45003 on 
psychological health in the workplace. In terms of standards development, 
some of the learning could certainly feature in emerging standards and 
there is also a major wellbeing angle to the productivity issue. 

 What about the impact on the manufacturing sector? 

Richard: In manufacturing, short-run negative impacts could occur 
where greater distancing is required between workers, requiring firms 
to reorganise the way their production lines work. If they need to be 
rearranged for greater distancing, this will cause disruption. It could be that 
they happen upon a better way of working because they’re forced to make 
the change, but it’s quite likely that it’s going to lower productivity in the 
short term. 

Richard and Cher are conducting research into issues of productivity and the 
use of standards. They are working on the ProPEL Hub funded by UK Research 
and Innovation (UKRI) which disseminates research-based insight and promotes 
knowledge exchange on productivity issues. 

BSI asked them for their insights on the potential impacts on enterprises and the 
economy, as the UK begins working in a new environment. 
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Given vulnerabilities in employing labour, it will be interesting to see 
whether manufacturers will be encouraged to invest in new types of 
capital which automate more parts of the production process. If you 
require fewer people, you can create more space inbetween them. 
In the future, machines could be kept running with fewer people 
physically present.

Digitization

 What are your thoughts on the potential for faster digitization? 

Richard: Part of the reason for a previous lack of take up for Industrial 
Digitized Technologies in manufacturing (see “Made Smarter Review”) 
is probably availability of cheap labour. This means that there’s less 
incentive to invest in expensive digital technologies. There is likely to be 
unemployment as a result of this shock and, within economics, you’re 
always thinking about which prices are changing. If the price of labour is 
going down, then that’s going to be a disincentive to invest in capital, but 
there are other factors as well. 

Social distancing requirements, for example, may be a driver towards 
greater capitalisation, so it would be interesting to see if that provides a 
necessary incentive.

And for retail and hospitality that requires large numbers of people coming 
through in order to generate output, then social distancing requirements 
are going to be severe and will affect the productivity of that form of 
working in comparison to, for example, online shopping. 

This is a large disruptive change, which tends to generate opportunities 
for those who are in the right place, who are maybe investing in these 
technologies already. They’ll have the advantage compared to those who 
have been forced to make the change. For them, the adjustment costs are 
going to be much bigger short term. 

It is uncertain what the aggregate effect on productivity will be because 
there are so many competing factors which makes it difficult for anyone to 
make an accurate forecast. Productivity could rise as a result of digitization, 
but if that means that there are greater levels of unemployment, for 
example, then, clearly, there are other macroeconomic consequences that 
we should worry about.

 And in other sectors? 

Cher: In the health sector for instance, traditionally, there may be a cultural 
issue with a preference for face-to-face interaction. But when people don’t 
have a choice, you can see that prescriptions given over the phone, or 
over the Internet, can offer timely and effective diagnosis. This could be 
accelerated with the development of telehealth services and the use of 
AI in healthcare.

There is a great need for statistics to measure the efficacy of this type of 
intervention through the adoption of industrial digital technologies (IDTs) 
and the different patterns across sectors. And it will give us the opportunity 
to see how these sectors can benefit from digital opportunities. 

Before the dust settles, it is tricky to precisely evaluate the true effect of 
this economic crisis. Even in sectors that seem to be doing relatively well, 
like online retail, where you would expect sales are booming, they would 
say they’re making little profit right now. Their costs of delivery etc have 
gone up with increased orders and volatility around the supply chain is 
also impacting them. 

Global trade 

 What might be the impacts be on trade – global v local? 

Cher: A blended approach will likely work better where we try to leverage 
the flexibility that new practices offer us. You would expect to see most 
productivity gain where technologies have been used to enable something 
to happen, which could not have happened otherwise. 

There has been some discussion around trade, the trend of globalisation 
as a result of this situation, and the impact on traditional trade models like 
the “gravity model”, which simply predicts that you tend to trade more with 
your nearest neighbours – alongside the market size which also matters. 
As the distance goes up, trade volume should go down assuming similar 
market size. Will these predictions still be true or not? 

If a business manager or someone who negotiates a trade deal could 
have a regular meeting by staying at home, instead of having to travel 
for 15 hours to meet with an international partner, then the cost of doing 
business or transacting will go down dramatically.

This opportunity has always been there, but, right now, people are forced 
to make those choices and realise they are getting as much done, or even 
doing things which would not have been imagined at all. This is where 
you’d expect most of the gains or see performance going up. 

Richard: Cher touches on an interesting point there, relating to 
standards. As we think more about the relationship with international 
trading and, especially for trade in services, the role of standards 
becomes very important. 

In the healthcare sector, it is possible to consult online: the doctor doesn’t 
have to be in the room. So, is it necessary for the doctor to be in the 
local GP practice, as opposed to in India or somewhere else, because 
the technology is as effective there as it would be from just a couple of 
miles away? Clearly, if that’s the case, you want to ensure that the person 
working from another country not only has the right qualifications but is 
also using the same standards as the person working in the UK. 

This technological change encouraged by the pandemic allows 
the globalisation of bytes of data. So, if we move to a world where 
globalisation of atoms becomes more difficult, both locally because we 
must keep apart from each other, and globally, then technologies which 
allow the globalisation of data may have an advantage. This is where 
international standards become very important. 

 Any final thoughts about interoperability, security and globalization?

Cher: Management standards and interoperability standards must 
meet different levels of societal and regulatory expectations across 
borders, though clearly globalisation of data is a risk in terms of 
viruses, and cybercrime.

However, overall data exchange and collaboration would be more possible 
if everybody encouraged more investment in developing security. The 
technology can now provide that platform, so standards, again, have a 
huge role to play in enabling trust from the user side. Lack of trust is a 
key barrier to adoption of anything and trust is the currency of future 
transactions in the economy.

Useful links

Nottingham University Business School is part of a new 
research hub to boost UK business productivity –  
ProPEL Hub 

ISO WD 45003 on psychological health and safety 
in the workplace 
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