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PANDEMIC SPURRED THREE-QUARTERS OF FIRMS TO ADOPT NEW TECHNOLOGIES

Survey finds surge in innovation to continue, as business leaders address net-zero challenge

Businesses say innovations prompted by the pandemic will continue after the crisis, with the majority now
accelerating plans to adopt new technology or offer new products and services. That is the central finding of new
research by the London School of Economics and Political Science (LSE) and the Confederation of British Industry (CBI).

Since March 2020, three-quarters of over 400 firms surveyed* this past summer have adopted digital technologies —
such as video conferencing and online marketing technologies — and nearly seven in ten have adopted new
management practices.

The report — “The business response to Covid-19 one year on: findings from the second wave of the CEP-CBI survey
on technology adoption”, funded by the Economic and Social Research Council, as part of UK Research and
Innovation’s rapid response to Covid — also shows that innovation during the pandemic has accelerated future plans:
57% of adopting firms report an acceleration of future technology investment plans; and 52% of firms that introduced
new products report accelerated plans for product innovation.

Report co-author Dr Anna Valero said: “Our earlier survey results showed that Covid-19 might be moving businesses
onto a more innovative trajectory, as the pandemic prompted the adoption of new technologies and practices and the
introduction of new products and services. The latest survey shows firms plan to continue with this innovation.

“We also find that around two-thirds of firms are making decisions on technology, working practices and new products
with environmental considerations in mind. Nearly half say that they are now also more likely to take action on net
zero. Our findings suggest that many firms are determined to use their experiences of the last 18 months to rise to the
challenges of the climate emergency.”

The report published jointly by the LSE’s Centre for Economic Performance (CEP), the Programme on Innovation and
Diffusion (POID) and the CBI comes after earlier research, which found that when surveyed in July 2020, the enormous
disruption of the pandemic had left more than 80% of firms experiencing a reduction in turnover.

Today’s results show that a year on, the most commonly-cited benefit of innovation is increased business resilience,
with around 40% of firms warning that they expect business operations to be affected by pandemic until at least July
2022.

Other findings include:

e More than half of firms say that operations have been refocused or moved online, with the majority of them
adding that these changes would stay.

e While before the pandemic, 60% of firms said remote working rarely or never occurred, that has now dropped
to fewer than 15% of firms. Most firms expect some degree of remote working in January 2022 and beyond.

e Around 45% of firms have reorganised or reallocated staff new tasks and almost one in five (18%) report a rise
in hours due to the adoption of new technologies.
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e The most commonly cited barrier to adopting new technology is a lack of skills, followed by doubts on
applicability and financing constraints.

e The two most popular policies for addressing barriers to innovation are tax incentives and business grants or
vouchers.

Juliana Oliveira-Cunha, report co-author, highlighted the uneven effects of the pandemic on innovation: “We find
that smaller firms have been less likely to innovate, and previous innovation is a strong predictor of adoption since the
crisis. There is also some evidence that gaps between more and less digitised firms might widen in the future.”

Capucine Riom, report co-author, said: “Technology adoption is not all about video conferencing. While remote
working technologies have been widely taken up, there is also widespread adoption of online marketing technologies,
cloud, data analytics and cyber security technologies often in combination.

“While in our first report, the key barriers to investing in new technologies were economic uncertainty driven by
Covid-19 and Brexit, and financing constraints, the new survey shows that skills shortages now top the list, and more
firms cite concerns over inadequate telecommunications infrastructure.”

The full report is part of the CEP’s Covid-19 analysis series. It is available here The business response to Covid-19 one
year on: Findings from the second wave of the CEP-CBI survey on technology adoption

*The survey of 425 UK businesses was conducted in July 2021.

Notes to editors

1. The Centre for Economic Performance (CEP) is an independent research centre based at the London School
of Economics and Political Science. Its members are from the LSE and a wide range of universities within the
UK and around the world. https://cep.lse.ac.uk

2. The Centre for Economic Performance is part-funded by the Economic and Social Research Council, part of
UK Research and Innovation (UKRI) https://esrc.ukri.org/  https://www.ukri.org/

3. The Programme on Innovation and Diffusion carries out cutting-edge research into how to boost
productivity through nurturing innovation — ideas that are new to the world — and how to diffuse these
ideas across the economy. It is funded by the ESRC and LSE. www.poid.Ise.ac.uk

4. The CEP Covid-19 analysis series provides evidence-based briefings on the economic and social policy issues
arising from the Covid-19 pandemic.

5. This paper was funded by the UKRI ESRC COVID-19 Rapid Response Grant.
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