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Figure 4: Co-occurrences of firms’ strategies within each of the four firm cluster, the set of
textual clouds on the left (a, ¢, f, h) refers to the practices recorded in the Indagine Multiscopo
del Censimento Permanente delle Imprese data-set, carried out by ISTAT in 2019, while textual
clouds on the right (b, d, g, e) reports the strategies (and lack of) undertaken by firms facing
the COVID-19 crisis recorded in the Situazione e prospettive delle imprese nell emergenza sanitaria
COVID-19 questionnaire carried out by ISTAT in November 2020.
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In order to have a tentative understanding of the amount of jobs, wages and value added
eventually lost, e.g. the entailed social costs, Figure[f|a shows the number of engaged persons
affected by such processes of corporate restructuring, going from the lower bound of 150 thou-
sand persons involved in change in ownership structure, to 200 thousands involved in direct
company closures, to more than 600 thousand persons engaged in firms affected by forms of
employee reduction, up to 1.4 million jobs engaged in firms affected by operational and sus-
tainability risks. Clearly, the latter numbers are not a direct precise estimation, but rather a
range of the potential expected job losses, which might end-up even in affecting 1 million jobs.
These jobs are obviously remunerated. When coming to the total amount of wages, quite huge
figures emerge, up to 30 billions of euros considering firms reporting sustainability risks (Fig-
ure[6lb). Finally, the eventual value added lost is all but nil, ranging from 15 billions of euros
destroyed in case of company closures to which one should sum-up the eventual reduction in
value added of those firms expecting to fire workers, which produce a total value added of
more than 40 billions of euros (Figure @c).

Considering that the impact is quite likely to be asymmetric across sectors, we finally move
toward the breakdown at 2-digit NACE industry classification, both for manufacturing and
service. The sectoral analysis is restricted to two questions, namely substantial employee re-
duction and corporate closure due to the similarity in results of the two remaining questions.
Figure [7] depicts a quite polarised picture for standard manufacturing activities like Apparel,
Food, Other manufacturing, Rubber and plastics, appearing as the top-five most exposed sec-
tors and accounting for more than forty percent of overall corporate closures. Among the top-
exposed sectors to substantial employee reduction also Leather and Machinery appear. When
coming to services, Catering and Lodging are the lion share, not surprisingly. Other affected
sectors are Building and Landscape, Land transport, and more surprisingly Software and con-
sultancy, Advertising and Other professional services.

Overall, it seems to be confirmed a higher resilience to the crisis of more advanced sec-
tors vis-a-vis standard ones. So called Pavitt downstream sectors (Dosi et al., [2021), as those
belonging to the Supplier Dominated class characterised by low learning regimes and poor
technological opportunities, are the most exposed to different forms of vulnerability. However,
also more advanced sectors belonging to the upstream Specialised Supplier class are affected
by risk exposure, although with a different incidence (e.g. Machinery).

To sum-up, the evidence presented warns against a potential widespread restructuring pro-
cess: the pandemic crisis, rather than being a cleansing mechanism directed toward the least
productive firms, is also impinging on more advanced and structured business activities, be-
longing to the Interdependent and Complex clusters. If the pandemic induced crisis is not only
targeting low-value added Essential and Managerial firms but also the most advanced layers
of the productive system, expectations of a fast and V-shaped recovery are hardly conceivable,
whenever accounting for the unfolding of the micro-level effects.
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Figure 5: Firms reporting risks of corporate crises (units with at least 10 employees).
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Figure 6: Characteristics of the firms reporting risks of corporate crises by firm cluster (units
with at least 10 employees).
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Table 4: Co-occurrences of replies on corporate crises.

Operational and Closure of Substantial Change in
sustainability risks company premises emp. reduction ownership structure

Operational and 53734 2584 14297 1781
sustainability risks

Closure of 2584 4094 1283 372
company premises

Substantial 14297 1283 22493 1349

emp. reduction

Change 1781 372 1349 4829

in ownership structure
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Substantial employee reduction

Wood 4,74,

Food 15,69,

(a) Manufacturing (b) Manufacturing

Closure of company premises Substantial employee reduction

Catering 50,4%
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(c) Service (d) Service

Figure 7: Incidence of corporate crises: closure of company premises and substantial employee
reduction, by manufacturing and service NACE industry at 2-digit aggregation level.
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6 Discussion and conclusions

This paper is meant to address the status of the Italian productive system in the wake of the
most severe crisis economies are facing since WWIL. In order to accomplish the latter task we
rely on the combination of two high quality level dataset informing about so called firm be-
havioural traits: the first, the IMCPI (2019), collected information on organizational capabili-
ties, practices, attitudes toward innovation, business models and strategies during the period
2016-2018, in so called usual times. The second, the SPIESC-19 (2020), was able to monitor firm
responses to the pandemic crisis, collecting information in the period June - October 2020. The
sample design of the two questionnaires was as such that the second is defined as a subset
of the first, therefore allowing complete comparability. Remarkably, the SPIESC-19 is among
the most detailed, representative, wide coverage surveys currently available, also compared to
other advanced countries, and it allows to recover the universe of the firms.

Both questionnaires have been studied by means of textual content analysis: responses to
the IMCPI were first factorised in order to reduce the massive dimensionality; then, a cluster
algorithm was applied in order to detect the eventual emergence of similar groups of firms,
linking the IMCPI with the FRAME-SBS dataset. Four clusters were identified in Costa et al.
(2021), quite distinct in a series of performance variables, from employment to value added, to
average wages and profitability. Such taxa turned out to be quite important to inform about the
behavioural responses of firms during the pandemic crisis. In fact, the analysis of the SPIESC-
19 was conducted by first identifying a series of informative variables, in terms of practices
put in place to manage the crisis, effects, expectations and strategies. Then, such responses,
analysed by using a x? test of co-occurrences, have been projected over the four pre-pandemic
clusters. Furthermore, we were able to study the status of the Italian productive system in
the middle of the crisis, looking both at direct closures, but also at more long-term and under-
ground expectations of corporate crises.

Two are the bottom lines of our study, complementing those in (Costa et al.| (2022): first,
there is strong stickiness and (adaptive) persistence between the behavioural attitudes of the
firms in their “business as usual” and “emergency” status, meaning that what they know and
how they are organised in the business as usual mode exert huge and remarkable impacts on
how they are able to react to unforeseen crises. This first result gives support and strengthens
the capability-based theory of the firms, and the overall understanding of the latter as complex,
behavioural entities as opposed to maximizing units, uniquely performing operational research
calculus to optimize inputs of production in uncertain environments. Whenever an unforeseen
event occurs, the safest response is to rely on previous knowledge and experience to adjust
and cope with the new environment, mostly applying a heuristic-based behavioural approach
(Dosi and Egidi, 1991; Winter, 2000).

The second result regards the nature of this crisis. Crises have been, since the Schumpeterian
notion of creative restructuring, considered a potential source of market-cleansing from unpro-
ductive, poorly innovative firms. Crises are indeed often seen as an opportunity. However, we
already know from the most recent experience on the Great Recession that such market-based
mechanism suffers from poor functioning (Dosi et al.,2012; Foster et al., 2016). The pandemic-
induced crisis will hardly represent an opportunity to reshape the industrial structure toward a
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high-productivity path: as we have seen, diverse, from more to less intense forms of corporate
risks are at work and such risks are not only targeting low-productivity, Essential firms. They
are also involving quite productive and structured units, responsible for a considerable frac-
tion of value added, employment and wages. This type of evidence warns against potential
scenarios of widespread restructuring processes, not necessarily resulting in higher growth and
productivity and bringing about huge social costs.

The power of the microlevel analysis here conducted, combining qualitative and quantita-
tive information, is indeed both the possibility of having a gauge of the status of the economy,
but also to operate with selective and targeted policy interventions, for example impeding clo-
sures and delocalizations of important components of the overall Italian production chain. As
such, we prompt the policy intervention to be as fast and as selective as possible along two
directions, namely (i) providing guarantees and safety instruments to protect those firms be-
longing to high-level productive clusters, impeding their closure and providing refinancing
but also policy guidance, and (ii) creating public instruments able to foster integration of small,
often disoriented Essential and Managerial firms toward a reconversion of production able to
cope with the challenges of digitization and greening of the economy. Vertical and selective
industrial policies, addressing firm clusters rather than sheer sectors of activity, beyond the
nth non-selective fiscal incentives, are crucial to cope with an otherwise crisis producing long-
lasting hysteresis effects (Dosi et al., 2020).

A limitation of our study is that it might be partially biased by survey respondents. Indeed,
future extensions entail the analysis of quantitative measures of firm responses, starting with
the hiring and firing flows during the pandemic to tackle both a quite effective measure of
corporate behaviour in response to the crisis and the ensuing impacts on labour markets at the

micro level of observation.
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