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Long history of work on management e.g. Walker (1887)
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THE SOURCE OF BUSINESS PROFITS.

IN the Fortnightly of September, 1879, Professor Henry
Sidgwick, in reviewing the recent literature of the wages
controversy, said, *“It seems to me that, while Professor
Walker’s argument gives a coup de grdce to the wages
fund theory,* it supplies no substitute for it; it leaves us
with no theoretical determination whatever of the average
proportions in which produce is divided between labor and
capital.”

I confess that at the time this seemed to me a hard
judgment. The current political economy had for more
than a generation declared that the measure of possible
wages was found in existing capital; that the average rate
of wages was wholly determined by the ratio between the
amount of capital and the numbers of the laboring class; ¥

*For both the natural history and the literary history of this doctrine,
reference may be made to an article by the present writer in the North
American Review for January, 1875,

t* The cireulating capital of a country is its wage-fund. Hence, if we
desire to caleulate the average money-wages received by each laborer, we have




Francis Walker (1840-1897), foundlng PreS|dent of the
American Economic Associlation | | S
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Walker ran the 1870 and 1880 Census

Based on this Wal kerOnwr c
the Source of Business Profitso publ i she &
first volume of the QJE. ‘

It claimed management was the major source of
performance differences across US firms.



But there is still a wide debate around a variety of empirical
management topics

Mo potential driving factor of
productivity has seen a higher ratio
of speculation to empirical studyo .

Chad Syverson (2011, Journal of
Economic Literature)




So recently a move towards building large management datasets
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Indeed, we should celebrate 21 years of research (the
research project can now legally drink in America)

World Management Survey 2002-2023




1) World Management Survey

2) India Management Field Experiment
3) Measuring Strategy

4) Improving management



Based on work with Renata Lemos (World Bank), Raffaella Sadun (Harvard),
Daniela Scur (Cornell) & John Van Reenen (MIT)
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World Management Survey has covered >20,000 firms in 35 countries
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Survey methodology (Bloom & Van Reenen, 2007, QJE)

kel 2

OPERA

1) Developing management questions
AMcKinsey scorecard for 18 monitoring, targets & people practices
A&45 minute phone interview of senior (e.g. division) managers

2) Getting firms to participate in the interview
Alntroduced as management interview, no financials
AOfficial Endorsement: Bundesbank, Riksbank, World Bank, BOJ etc.

3) Obtaining unbiased comparable responses,i Do uill @ nd o
Alnterviewers do not know the company?o:

AManagers are not informed (in advance) they are scored




Survey team in 2006 T World Management Survey
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Survey methodology (Bloom & Van Reenen, 2007, QJE)
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1) Developing management questions
AMcKinsey scorecard for 18 monitoring, targets & people practices
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Alntroduced as management interview, no financials
AOfficial Endorsement: Bundesbank, Riksbank, World Bank, BOJ etc.

3) Obtaining unbiased comparable responses,i Do uill @ nd o
Alnterviewers do not know the company?o:

AManagers are not informed (in advance) they are scored




Some typical endg
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Survey methodology (Bloom & Van Reenen, 2007, QJE)

1) Developing management questions
AMcKinsey scorecard for 18 monitoring, targets & people practices
A&45 minute phone interview of senior (e.g. division) managers

2) Getting firms to participate in the interview
Alntroduced as management interview, no financials
AOfficial Endorsement: Bundesbank, Riksbank, World Bank, BOJ etc.

3) Obtaining unbiased comparable responses,i Do uill @ nd o
Alnterviewers do not know the company

AManagers are not informed (in advance) they are scored




Example monitoring question, scored based on a number of questions
starti ndowiitsdh pier f ormance tracked?o

Score | (1): Measures (3): Most key (5): Performance is
tracked do not performance continuously tracked
indicate directly if |indicators are and communicated,
overall business tracked formally.| both formally and
objectives are being| Tracking is Informally, to all staff
met. Many overseen by using a range of visual
processes |[@en®nN Ot management tools
tracked at all management

Note: All 18 questions & 50+ examples in http://worldmanagementsurvey.org/



http://worldmanagementsurvey.org/
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Examples of performance metrics i Retail/Tech (Ctrip)
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Examples of monitoring: hotels
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Examples of performance metrics T Heathrow T5

How are we performing?

Security waiting time for

{ & | transfer passengers

Lifts, escalators &
| I passenger conveyors

m Lifts, escalators &
. “ ‘ passenger conveyors
(passenger critical)

DP\Q’S@WKE
o

Arrivals reclaim

— 4 (baggage carousels)

@ Terminal 5 transit

Departure lounge seat
availability

Cleantiness

Y. -\ Wayfinding
1

P> Flight information
4

r Security waiting tin
) i

SRR

AR A A R T

AL

How are we performing?
Security waiting time for
Que 10 mins

Lifts, escalators &
conveyors

Service availability

Lifts, escalators &

passenger conveyors
critical)

Service availability

percentage of passengers

nbarkin
embarking and dsembark )
frectly

tarmunal

January 2010




Not all firms have visible metrics T many do not (Indian textile firm)
| i"_,. £ -




Example incentives guestion, scored based on guestions starting
wi tlHow does the promotion system w

Score | (1) People are (3) People are |(5) We actively identify,
promoted primarily |promoted develop and promote
upon the basis of |primarily upon |[our top performers
tenure, irrespective [the basis of
of performance performance
(ability & effort)

Note: All 18 questions & 50+ examples in http://worldmanagementsurvey.org/



http://worldmanagementsurvey.org/

Examples of performance reviews i Retail Bank

Porte &

Data:09/01:2008 Out Nov Dez 4Tri Jan Fev Mar 1Tri

e Total Segmentos 61,53 83,64 79,17 73,25 52,27 0,00 0,00 34,37

“ e Total PF 70,15 76,99 75,13 68,82 42,11 0,00 0,00 26,86
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Five Basic Facts



1) Wide spread of management across countt

United States 3.308
Japan 3.230
Germany 3.210
Sweden 3.188
Canada 3.142
Great Britain 3.033
France 3.015
Australia 2.997
Italy 2.978
Mexico 2.899
~ Poland 2.887
Singapore 2.861
New Zealand 2.851
Northern Ireland 2.839
~ Portugal 2.826
Republic of Ireland 2.762

Chile 2.752
Spain 2.748
Greece 2.720
China 2.712
Turkey 2.706
Argentina 2.699

Brazil 2.684

_India 2.611
Vietham 2.608

Colombia 2.578

Kenya 2.549

~ Nigeria 2.516
Nicaragua 2.397

Myanmar 2.372
ambia 2.316
Tanzania 2.254
Ghana 2.225
Ethiopia 2.221
Mozambique 2.027

Africa
Asia
Oceania
Europe

Latin America

North America

1.5 2 2.5 _ .3 3.5
Average Management Scores, Manufacturing Firms



2) Wide spread of management within countries

Total Argentina Australia Brazil Canada Chile

China Colombia Ethiopia France Germany Ghana
Great Britain Greece Italy Japan Kenya

Mexico Mozambique viyernar New Zealand Nicaragua Nigeria

Northern Ireland Poland Portugal Republic of Ireland Singapore Spain

Tanzania Turkey United States Vietnam Zambia

Fraction of Manufacturing Firms

Firm level average management scores, 1 (worst practice) to 5 (best practice)



3) Management highly correlated with just about every conceivable
measur@productivity, growth etc
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Well managed firms also using more advanced technology
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4) Management highly correlated with lower energy use
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5) Public sector (schools and hospitals) tend to be worse than the
private sector (manufacturing and retail) T particularly on incentives

Hospitals

\ Manufacturing
© -

Fraction
4
|

Distribution for set of same 14 questions in the US



MY FAVOURITE QUOTES:

The difficulties of defining ownership in Europe

Production Manager. h We @wned bytheMa f I a o
Interviewer: n think t h athedistherocategoryé e ..although | guess | could put

you down as an fitalian multinationalo? o
Americans on geography N

Interviewer:A How many production sit|es
Manager in Indiana, US: A Wel | éwe have one |




MY FAVOURITE QUOTES:

The bizarre

N\

Interviewer: i [ | slange]é € hello, helloé .are you still thereée .h el | 00

Production Manager. e € .I 0 sorry, | just got distracted by a submarine
surfacing in frontof mywi nd o wo

ThyssenKrupp Marine Systems

»hips.Systems. Solutions.Worldwide

Home Deutsch English Contact Sitemap ThyssenKrupp AG

Company QELISERBTWEEY Career Exhibitions News + Information

Submarines
HDW Class 209/1400mod
HDW Class 210mod
HDW Class 212A
HDW Class 214

HDW Class 216

Components
Credentials S -

ubmarines
Naval Surface Vessels

Each a class of its own — the successful submarines
Services

Virtually no shipyard the world over has more experience in the design and construction
of non-nuclear submarines than ThyssenKrupp Marine Systems with its Operating Unit
Submarines (Kiel). The Operating Unit partners the German Navy and has also delivered
submarines for coastal and blue water deployment to the navies of 17 other countries

Search




1) World Management Survey

2) India Management Field Experiment

3) Measuring Strategy

4) Improving management
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DOES MANAGEMENT MATTER? EVIDENCE FROM INDIA*

NICHOLAS BLOOM
BENN EIFERT
APRAJIT MAHAJAN
DAVID MCKENZIE
JOHN ROBERTS

A long-standing question is whether differences in management practices
across firms can explain differences in productivity, especially in developing
countries where these spreads appear particularly large. To investigate this,
we ran a management field experiment on large Indian textile firms. We pro-
vided free consulting on management practices to randomly chosen treatment
plants and compared their performance to a set of control plants. We find that
adopting these management practices raised productivity by 17% in the first
year through improved quality and efficiency and reduced inventory, and
within three years led to the opening of more production plants. Why had
the firms not adopted these profitable practices previously? Our results suggest
that informational barriers were the primary factor explaining this lack of

*Financial support was provided by the Alfred Sloan Foundation, the
Freeman Spogli Institute, the International Initiative, the Graduate School of
Business at Stanford, the International Growth Centre, the Institute for
Research in the Social Sciences, the Kauffman Foundation, the Murthy Family,
the Knowledge for Change Trust Fund, the National Science Foundation, the
Toulouse Network for Information Technology, and the World Bank. This re-
search would not have been possible without our partnership with Kay Adams,
James Benton, and Breck Marshall; the dedicated work of the consulting team of
Asif Abbas, Saurabh Bhatnagar, Shaleen Chavda, Rohan Dhote, Karl Gheewalla,
Kusha Goyal, Manish Makhija, Abhishek Mandvikar, Shruti Rangarajan,
Jitendra Satpute, Shreyan Sarkar, Ashutosh Tyagi, and Ravindra Vasant; and
the research support of Troy Smith. We thank the editor, Larry Katz; six anonym-
ous referees; our formal discussants Susantu Basu, Francesco Caselli, Ray
Fisman, Naushad Forbes, Casey Ichniowski, Vojislov Maksimovic, Ramada
Nada, Paul Romer, and Steve Tadelis; as well as a large number of seminar
audiences.
© The Author(s) 2012. Published by Oxford University Press, on behalf of President and
Fellows of Harvard College. All rights reserved. For Permissions, please email: journals
_permissions@oup.com
The Quarterly Journal of Economics (2013), 1-51. doi:10.1093/qje/qjs044.

Advance Access publication on November 18, 2012.

1

Also running field experiments on management

American Economic Journal: Applied Economics 2020, 12(2): 198-219
hups:/doi.org/10.1257/app. 20180369

Do Management Interventions Last? Evidence from India’

By NicHOLAS BLOOM, APRAJIT MAHAJAN, DAvID MCKENZIE,
AND JOHN ROBERTS*

We revisited Indian weaving firms nine vears after a randomized
experiment that changed their management practices. While about
half of the practices adopted in the original experimental plants had
been dropped, there was still a large and significant gap in practices
between the treatment and control plants, suggesting lasting impacts of
effective management interventions. Few practices had spread across
the firms in the study, but many had spread within firms. Managerial
turnover and the lack of director time were two of the most cited rea-
sons for the drop in management practices, highlighting the impor-
tance of key employees. (JEL D22, D24, .67, L84, M11,014)

A fter an early recognition of management as a driver of differences in firm per-

A formance (e.g., Walker 1887, Marshall 1887), economists are again paying
increasing attention to the role of management in firm and economy-wide perfor-
mance (Roberts 2018). Whereas the size and profitability of the management con-
sulting industry are often cited as a revealed preference measure of the importance
of management, recent academic work has also established a credible causal link
between changes in management practices and productivity in medium and large
firms (Bloom et al. 2013, Bruhn et al. 2018). The longer-term persistence of man-
agement improvements caused by consulting interventions, however, remains an
open question.! The received wisdom at a leading global management consulting




Took 28 large textile plants near Mumbal and randomized into
treatment (|mproved management) & control (unchanged)




Inventory Control: Before




Inventory Control: After
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Factory operations: Before
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Factory operations: After




Spare parts: Before




