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The Growth Challenge

e Since the global financial crisis, productivity growth roughly halved
in US & in Europe

e But US productivity growth was stronger since mid-1990s, so
productivity gap between US & Europe has widened



Eurozone-US Gap in Productivity & GDP/capita since 1950
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The Populist Policial Economy Doom Loop
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The Populist Policial Economy Doom Loop

Case Study of Brexit
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Management Practices

« Enormous difference in productivity between firms —
“Persistent Performance Differences”

 Management long thought to be an important reason for
such differences (Smith, 1776; Walker, 1887; Schumpeter,
1943)

« Last 2 decades have seen huge progress in getting better
measures & analyzing management practices

« These have important macro-economic consequences (Cross
country productivity differences: the Wealth of Nations)



But there is still debate on whether management
practices really matter

“No potential driving factor of
productivity has seen a
higher ratio of speculation to
empirical study”.

Chad Syverson (Journal of
Economic Literature)
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World Management Survey (~25k interviews since
2004, 38 countries)

http://worldmanagementsurvey.org/
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Medium sized manufacturing firms (50-5,000 workers, median=250)
Now extended to Retail, Hospitals, Schools, Universities, government, etc.


http://worldmanagementsurvey.org/

FIGURE 1: GEOGRAPHIC SCOPE OF THE PROJECT

Note: WMS coverage 2004-2023



WORLD MANAGEMENT SURVEY (WMS); BLOOM &
VAN REENEN (2007)

1) Developing management questions (18 dimensions)

» Scorecard for 18 monitoring (e.g. lean), targets & people
(e.g. pay, promotions, retention and hiring). =45 minute phone
interview of manufacturing plant managers

2) Obtaining unbiased comparable responses (“Double-blind”)
* Interviewers do not know the company’s performance

« Managers are not informed (in advance) they are scored

3) Getting firms to participate in the interview
« Official Endorsement: Bundesbank, Bank of England, RBI, etc.
* Run by 200 MBA types (loud, assertive & business experience)
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Example monitoring question, scored based on a number of
questions starting with “How is performance tracked?”

Score |(1): Measures (3): Most key (5): Performance is
tracked do not |performance continuously
indicate directly |indicators tracked and
if overall are tracked communicated,
business formally. both formally and
objectives are Tracking is informally, to all
being met. overseen by staff using a range
Certain senior of visual
processes aren’t  management management tools
tracked at ali




Example monitoring question, scored based on a number of
questions starting with “How is performance tracked?”

Score (1): Measures
tracked do not
indicate directly
if overall
business
objectives are
being met.
Certain

(3): Most key
performance
indicators
are tracked
formally.
Tracking is
overseen by
senior

processes aren’t management

tracked at all

(5): Performance is
continuously
tracked and
communicated,
both formally and
informally, to all
staff using a range
of visual
management tools




ce metrics — Car Plant

Examples of performan
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WMS Management Scores across Countries
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Average management scores across countries are
strongly correlated with GDP per capita
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Management also varies heavily within countries
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Source: Scur et al (2024)
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Firm productivity strongly & positively correlated
with management scores

<
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Management

Management is an average of all 18 questions (set to sd=1). TFP residuals of sales on capital,
labor, skills controls plus a full set of SIC-3 industry, country and year dummies controls. N=8314



THESE CORRELATIONS BETWEEN PERFORMANCE
AND MANAGEMENT APPEAR CAUSAL

Many management practices have an important causal effect on
firm performance

Randomized Control Trials: e.g., Blader et al (2019), Bloom et
al (2013, 2019); Brooks et al (2018); Bruhn et al (2018, JPE);
Cai & Szeidl (2018, QJE); Custodio et al (2020); Fryer (2017);
Gosnell et al (2020,JPE); Higuchi et al (2019);lacovone et al
(2022, ReStud); Karlan et al (2015)

Quasi-experiments: Giorcelli (2019); Huber et al (2020);
Bandiera et al (2005, 2007); Bianchi & Giorcelli (2022)
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Across countries, management accounts for about a quarter of international
productivity gaps, and much more for European countries
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Toolkit of Management policies

Policy type Strength of Policy Net benefit Ease of Time frame
evidence (out of 5) implementation

Structural

Competition H 0:10; M medium

Trade and FDI H W L medium

Education M @@ M long

Deregulation M @@@ L medinm
Governance M @m M/L long

Direct

Training - consulting H m H short
Training - formal classroom M @@ H medium
Information/henchmarking L/M m H medium

L =Low; Not politically easy
M = Medium
H = Highly possible

Source: Scur, Sadun, Van Reenen, Lemos & Bloom (2021)



https://academic.oup.com/oxrep/article/37/2/231/6311333

THANK YOU!
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