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Executive summary

1 Key policy insights

The COVID-19 crisis is having a major social and economic impact
The United Kingdom was significantly affected by the COVID-19 pandemic
The COVID-19 crisis has hit some sectors disproportionately
The COVID-19 shock led to market tensions but banks have proved resilient so far
Activity is set to reach pre-crisis levels only gradually
Managing the risks of a disorderly Brexit

Maoving from crisis management to recovery
Monetary policy has eased
Fiscal policy should support the recovery
The anti-corruption drive is strong

Seeking a close trade relationship with the European Union
The United Kingdom has been deeply integrated with the Eurcpean Union
Maintaining a close trade relationship would help limit the costs of exiting the EU Single
Market
The impacts of the new trade arrangements will vary across seclors and regions
Ensuring market access in services is key to a good outcome
Making sure the immigration system remains flexible
Keeping the global financial role of the City
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2 Boosting productivity in the service sectors

A rebound in productivity in the service sectors is key to supporting a sustainable recovery
Productivity performance has been poor since the financial crisis
Productivity has been lacklustre in the service sectors
Productivity in the service sector needs to accelerate markedly
Low investment and innovation rates and a lack of knowledge diffusion across firms are the
main factors behind the poor productivity performance
A large part of the post-crisis productivity shortfall reflects low investment and slower
innowvation
A large tail of less productive firms accounts for much of the productivity shortfall in services
How to encourage firms to adopt new technologies
Some firms are not engaging in the most advanced technologies
Facilitating access lo digital infrastructure
Improving Research and Development support
Easing access to finance of new and young firms
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Maintaining low barriers to trade and competition
Ensuring basic skills in a modern workplace after the COVID-19 crisis
Retraining low-skilled workers is a double dividend policy following COVID-19

Upgrading management skills will improve the capability of firms to benefit from digitalisation

Improv

Productivity growth in the public sector has improved since the beginning of the decade

ing efficiency in the public sector

Further develnping ﬂigilﬂ| Government
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Output has fallen dramatically with the COVID-19 crisis

Containment measures slowed the spread of cases

Output fell dramatically, especially in some senvices sectors

Claims for universal credit surged in March

Most UK households experenced an income reduction in the aftermath of the coronavirus

Stress in financial markets has eased

Capital buffers and macroprudential caution have increased resilience

The fizscal position would deteriorate markedly further in the event of a no-deal exit
A no deal would predominantly affect manufacturing industries

Monetary policy has eased

The emergency package and the fall in GDP will raise the public debt-to-GDP ratio
Investment has been lower than in many other leading economies

Risk of automation iz higher in lower-eaming regions

Lower-eaming regions have been hit harder

The demographics and labour market situation are different across regions

A large majority of firms applied for the Coronavinus Job Retention Schemes
Participation in lifelong learning has been decreasing

Minimum wages in the United Kingdom are among the highest in the OECD relative to

Poverty rates are highest among households out of work and single parents

. Women participate less in the labour force than men and are more likely to work par time

Job creation was strong prior to the COVID-18 shock but inclusiveness is more challenging
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Figure 1.22. Average hours in early childhood education and care are short
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Figure 2.29. The share of jobs at risk is lower in the United Kingdom than in most countries but sizeable
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Figure 2.31. Low-skilled workers receive less firm-based training

Figure 2.32. Own-account workers participate less in training

Figure 2.33. Management skills can be upgraded further

Figure 2.34. Managerial quality tends to be lower in family-owned firms

Figure 2.35. Health services contributed the most o productivity growth in the public sector in recent years
Figure 2.36. The uptake of digital government services is average
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Box 1.1. Containment and economic response to the outbreak of coronavirus

Box 1.2, The Industrial Strategy

Box 1.3. GDP and inequality impact of selected recommendations to suppart the recovery
Box 1.4. The COVID-19 crisis could hit lower-eaming regions hardest

Box 1.5. Selected policies to support the recovery in OECD countries

Box 1.6. Recent trends in on-the-job training
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Prudent debt in Mew Zealand

21% Century Trade Agreements

The United Kingdom is a service-based economy

Measuring productivity in the service sectors

Does engaging in new technologies boost productivity?

Explaining productivity developments: insights from sectoral and firm-level data
Main recommendations of the Digital Competition Expert Panel

Adult learning for displaced individuals and those with low-skills
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