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How we started this course

• Productivity, performance, efficiency, profitability are very 
dissimilar across firms:
– e.g. in the US, plant at 90th percentile has labor productivity 4x plant at the 10th

percentile (Syverson, 2004)
– important changes in time within firm due to technology adoption
– more competitive firms attract better resources and become even better à entry/exit 

(Schumpeter)
– Food for thought: applications (examples) from sports and automobile industry.

• Why?
– Inputs
– Outputs
– Skills to produce outputs from inputs
– “Technology” to produce outputs from inputs
– Research and development
– Firm culture
– Management…what is management? 2



Large GDP & TFP differences across countries

Source: Jones and Romer (2009). US=1



TFP & GDP differences are often persistent

Source: Maddison (2008) Data is smoothed by decade 



Williamson (2000) - Levels of  Economic Institutions



An example of  level 1 – generalized trust in Italy

• “Virtually every 
commercial transaction 
has within itself  an 
element of  trust” Arrow 

(1972)

• World Value Survey: 
“Generally speaking, would 
you say that most people can 
be trusted, or that you can’t be 
too careful in dealing with 
people?” (e.g. Knack and Keefer 

1997; La Porta et al. 1997; Guiso et al. 
2008; Alesina and Giuliano 2015; 
Levine et al. 2017) Source: Amore and Epure (2021): https://doi.org/10.1016/j.jce.2020.07.003

https://doi.org/10.1016/j.jce.2020.07.003


Does culture affect economic outcomes?
Guiso et al. JEP 2006

variables that appear in the regression). This approach is intended to capture only
the component of trust that is driven by the religious and ethnic background.

Table 1 shows that the coefficient of trust using this instrumental variables
approach is significantly bigger than the coefficient using the ordinary least squares
approach, suggesting that reverse causality is not a major problem. Indeed, the
remarkable difference in the size of the coefficients suggests that either our proxy
for trustworthiness is very noisy or that culture might affect the choice of becoming
an entrepreneur also through other channels. For instance, perhaps cultural
background affects attitudes towards risk, which in turn affects the choice to
become an entrepreneur. In either case, however, these results support the hypoth-
esis that cultural background plays a role in important economic choices.

Reduced Form Approach
In many instances direct information about beliefs is not available; hence, the

researcher is forced to jump straight from cultural differences to economic out-

Table 1
Effects of Variables on Probability of Becoming an Entrepreneur
(robust standard errors in parentheses)

Ordinary least squares
(no income decile

dummies)

Ordinary least squares
(with income decile

dummies)
Instrumental

variable

Trust 0.0151*** 0.0167*** 0.2380***
(0.0043) (0.0046) (0.0591)

Respondent is male 0.0708*** 0.0697*** 0.0659***
(0.0040) (0.0043) (0.0052)

Respondent is white 0.0438*** 0.0435*** !0.0037
(0.0048) (0.0051) (0.0141)

Age of respondent 0.0055*** 0.0049*** 0.0029***
(0.0007) (0.0007) (0.0011)

Age of respondent squared !0.0000*** !0.0000*** !0.0000**
(0.0000) (0.0000) (0.0000)

Education !0.0096*** !0.0068* !0.0173***
(0.0032) (0.0035) (0.0048)

Education squared 0.0004*** 0.0003** 0.0004**
(0.0001) (0.0001) (0.0002)

Income deciles dummies NO YES NO
Observations 26,326 22,791 17,718

Source: General Social Survey.
Note: The dependent variable is a dummy variable equal to one if the respondent is self-employed. The
sample is restricted to respondents who report being employed. “Trust” is a dummy variable equal to
one if the respondent answered that most people can be trusted to the question “Generally speaking,
would you say that most people can be trusted or that you can’t be too careful in life?” The regressions
also include demographic controls (gender, age, education, and race). In column 2 the instruments are
the religious denominations and the country of origin of the ancestors. Robust standard errors account
for clustering at the country level.
*** indicate the coefficient is different from zero at the 1 percent level; ** at the 5 percent level; and
* at the 10 percent level.

36 Journal of Economic Perspectives



But what kind of  “education” matters for firms?

• Educated entrepreneurs (see Shleifer 2017, 
http://fbe.usc.edu/seminars/papers/USC.Shleifer2017_EduEntrep_1-27-17.pdf)

• “Educated” management practices (see Bloom and Van Reenen JEP 2010, next 
slides)

http://fbe.usc.edu/seminars/papers/USC.Shleifer2017_EduEntrep_1-27-17.pdf)


Bloom and Van Reenen (2007) measure management 
practices

9

Their survey details:

1) Quantifying: use scoring grid from a consulting firm
• Scores 18 monitoring, targets and incentives practices
• ≈45 minute phone interview of  manufacturing plant managers 

2) Truth: use “Double-blind”
• Interviewers do not know the company’s performance
• Managers are not informed (in advance) they are scored
• All interviews run from a single location with rotation by country

3) Getting data: a variety of  tricks
• Introduced as “Lean-manufacturing” interview, no financials
• Official Endorsement: Bundesbank, PBC, CII & RBI, etc. 
• Run by 75 MBAs types (loud, assertive & business experience)

4) Population: sample randomly medium and large firms (100-5000 employees) from 
population databases across countries



See examples and categories of  management control 
practices in linked documentation

10

• The world management survey website: http://worldmanagementsurvey.org

• The following analysis uses the WMS publicly available data 
(http://worldmanagementsurvey.org/survey-data/download-data/), merged with 
World Bank, Hofstede and Schwarz data.

o WMS: Data from over 11,300 manufacturing firms across 34 countries. Recent paper using this data: The 
New Empirical Economics of  Management, Nicholas Bloom, Renata Lemos, Raffaella Sadun, Daniela 
Scur and John Van Reenen (2014)

• Survey methodology: http://worldmanagementsurvey.org/survey-
data/methodology/

• Manufacturing survey instrument: http://worldmanagementsurvey.org/wp-
content/images/2010/09/Manufacturing-Survey-Instrument.pdf

http://worldmanagementsurvey.org
http://worldmanagementsurvey.org/survey-data/download-data/
http://worldmanagementsurvey.org/survey-data/methodology/
http://worldmanagementsurvey.org/survey-data/methodology/
http://worldmanagementsurvey.org/wp-content/images/2010/09/Manufacturing-Survey-Instrument.pdf
http://worldmanagementsurvey.org/wp-content/images/2010/09/Manufacturing-Survey-Instrument.pdf
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(relative to the average country) are substantially greater than their use of monitor-(relative to the average country) are substantially greater than their use of monitor-
ing and targets (relative to the average). However, in Japan, Sweden, and Germany, ing and targets (relative to the average). However, in Japan, Sweden, and Germany, 
managerial use of monitoring and targets (relative to the average) far exceeds their managerial use of monitoring and targets (relative to the average) far exceeds their 
use of incentives (relative to the average). There could be many reasons for this pat-use of incentives (relative to the average). There could be many reasons for this pat-
tern of specialization across countries. One factor we will examine below is that the tern of specialization across countries. One factor we will examine below is that the 
lighter labor market regulations in the United States make it easier to remove poor lighter labor market regulations in the United States make it easier to remove poor 
performers and to reward high performers.performers and to reward high performers.

What does the distribution of management practices look like within coun-What does the distribution of management practices look like within coun-
tries? We can plot a ! rm-level histogram of management practices by country, as tries? We can plot a ! rm-level histogram of management practices by country, as 
shown in Figure 2. The ! rst histogram shows this data for the United States, where shown in Figure 2. The ! rst histogram shows this data for the United States, where 
the bars show the actual data and the dark line is a smoothed (kernel) ! t of the the bars show the actual data and the dark line is a smoothed (kernel) ! t of the 
U.S. data. Other advanced economies in western Europe, Japan, Canada, and Aus-U.S. data. Other advanced economies in western Europe, Japan, Canada, and Aus-
tralia have some resemblance to the U.S. distribution, except they have a somewhat tralia have some resemblance to the U.S. distribution, except they have a somewhat 
thicker “tail” of badly managed ! rms. To illustrate this we show the histograms of thicker “tail” of badly managed ! rms. To illustrate this we show the histograms of 
France and “Southern Europe” (Portugal and Greece). These diagrams also show France and “Southern Europe” (Portugal and Greece). These diagrams also show 
the smoothed value for the U.S. economy, so that management in these countries the smoothed value for the U.S. economy, so that management in these countries 
can be readily compared to the United States. Histograms for Brazil and India can be readily compared to the United States. Histograms for Brazil and India 
show that although they both have numerous well-managed ! rms, their average show that although they both have numerous well-managed ! rms, their average 

Table 2
Management Practice Scores by Country

Country
Overall 

management
Monitoring 
management

Targets 
management

Incentives
management

# of ! rms 
in the 
sample

Australia 2.99 3.27 2.96 2.76 382
Brazil 2.69 2.81 2.68 2.60 559
Canada 3.13 3.35 3.02 3.02 344
China 2.64 2.72 2.53 2.66 524
France 3.00 3.28 2.98 2.78 312
Germany 3.18 3.40 3.24 2.95 336
Great Britain 2.98 3.16 2.93 2.88 762
Greece 2.65 2.90 2.56 2.50 171
India 2.65 2.62 2.66 2.67 620
Italy 2.99 2.98 2.80 2.73 194
Japan 3.15 3.20 3.25 2.90 188
Northern Ireland 2.91 3.01 2.84 2.86 92
Poland 2.88 2.88 2.93 2.85 231
Portugal 2.79 3.07 2.72 2.61 140
Republic of Ireland 2.84 2.95 2.76 2.81 102
Sweden 3.18 3.54 3.22 2.86 270
United States 3.33 3.44 3.23 3.30 695
Average 2.94 3.09 2.91 2.84 344

Notes: “Overall management” is the average score in across all 18 questions. “Monitoring management” 
is the average score across questions 1 to 6 in Table 1. “Targets management” is the average score 
across questions 8 to 12. “Incentives management” is the average score across questions 7 and 13 to 18. 
The lowest and highest country-level scores in each column are highlighted in bold.
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! rms have much lower management scores than the United States. Finally, China ! rms have much lower management scores than the United States. Finally, China 
has a more compressed distribution, possibly because Chinese ! rms are much has a more compressed distribution, possibly because Chinese ! rms are much 
younger and so have less variation in terms of vintages of management practices.younger and so have less variation in terms of vintages of management practices.

In one sense this cross-country ranking is not surprising, since it approximates In one sense this cross-country ranking is not surprising, since it approximates 
the cross-country productivity ranking. Although we cannot offer a rigorous argu-the cross-country productivity ranking. Although we cannot offer a rigorous argu-
ment here about the magnitude of any causal effect, it certainly appears plausible ment here about the magnitude of any causal effect, it certainly appears plausible 
that management practices should be viewed as part of the determinants of national that management practices should be viewed as part of the determinants of national 
productivity. A regression of GDP per capita on management practices across the productivity. A regression of GDP per capita on management practices across the 
sample of 17 countries yields an sample of 17 countries yields an R-squared of 0.81. Since some of this is simply -squared of 0.81. Since some of this is simply 
a contrast between more- and less-developed countries, focusing the regression a contrast between more- and less-developed countries, focusing the regression 
on the eleven OECD nations with good manufacturing productivity data (Inklaar on the eleven OECD nations with good manufacturing productivity data (Inklaar 
and Timmer, 2008) yields an and Timmer, 2008) yields an R-squared of 0.66. Either way, management practices -squared of 0.66. Either way, management practices 
appear to be potentially quantitatively important.appear to be potentially quantitatively important.

Countries can improve average management practices and therefore aggre-Countries can improve average management practices and therefore aggre-
gate productivity in two distinct ways. The ! rst is by promoting factors that increase gate productivity in two distinct ways. The ! rst is by promoting factors that increase 
average management quality in average management quality in each ! rm (say through better business education)  (say through better business education) 
and therefore raise productivity within the average ! rm. The next sub-section and therefore raise productivity within the average ! rm. The next sub-section 
relates to this mechanism.relates to this mechanism.

Figure 2
Management Practice Scores across Firms

Source: Bloom, Genakos, Sadun, and Van Reenen (2009).
Notes: Bars are the histogram of the actual density. The line is the smoothed (kernel) of the U.S. 
density for comparison. Southern Europe combines Greece and Portugal.
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our controls for survey “noise.” These additions slightly reduce the coef! cient on our controls for survey “noise.” These additions slightly reduce the coef! cient on 
the management variable to around 0.172, because better-managed ! rms tend to the management variable to around 0.172, because better-managed ! rms tend to 
have more ! xed capital and human capital. These correlations are not driven by have more ! xed capital and human capital. These correlations are not driven by 
the “Anglo-Saxon” countries, as one might expect if the measures were culturally the “Anglo-Saxon” countries, as one might expect if the measures were culturally 
biased. The relationship between productivity and management is strong across all biased. The relationship between productivity and management is strong across all 
regions in the data.regions in the data.

In column 4 of Table 3, we look at pro! tability as measured by return on capital In column 4 of Table 3, we look at pro! tability as measured by return on capital 
employed (de! ned as pro! ts over equity plus debt capital) and ! nd that this is employed (de! ned as pro! ts over equity plus debt capital) and ! nd that this is 

Table 3
Estimates of Firm Performance Equations

Dependent variable

(1) (2) (3) (4) (5) (6) (7)

ln(Sales/ 
Employee)

ln(Sales/
Employee)

ln(Sales/
Employee)

Pro! tability 
(ROCE)

Ln
(Tobin’s Q)

Sales
growth

Survival

Management 0.450***
(0.028)

0.208***
(0.021)

0.172***
(0.024)

1.804***
(0.668)

0.150**
(0.062)

0.044***
(0.014)

0.55*a

(0.30)a

ln(Capital/Employee) 0.106***
(0.014)

% College degree 0.076***
(0.014)

Country & industry 
 dummies

No Yes Yes Yes Yes Yes Yes

General controls No No Yes Yes Yes Yes Yes
Noise controls No No Yes Yes Yes Yes Yes
Firms 3,380 3,380 3,380 2,369 524 2,298 3,627
Observations 29,390 29,390 29,390 20,141 3,505 19,568 3,627

Source: Bloom, Genakos, Sadun, and Van Reenen (2009).
Notes: All columns estimated by ordinary least squares with standard errors are in parentheses under 
coef! cient estimates clustered by ! rm, except for column (7), which is estimated by probit (we report 
marginal effects at the sample mean). The sample is of all ! rms with available accounts data at 
some point between 2000 and 2008. The management score has a mean of 2.973 and a standard 
deviation of 0.664. “Country and industry dummies” includes a full set of 17 country and 162 SIC 
3-digit dummies. “General controls” comprise ! rm-level controls for ln(average hours worked) and 
ln(! rm age). “Noise controls” are 78 interviewer dummies, the seniority and tenure of the manager 
who responded, the day of the week the interview was conducted, the time of the day the interview 
was conducted, the duration of the interviews, and an indicator of the reliability of the information as 
coded by the interviewer. All regressions include a full set of time dummies. “Management” is the ! rm-
level management score. “% College degree” is the share of employees with a college degree (collected 
from the survey). “Pro! tability” is ROCE which is “Return on Capital Employed” and “Sales growth” 
is the 5-year growth of sales. “Survival” is equal to zero if a ! rm exited due to bankruptcy/liquidation 
by spring 2009 and one otherwise.
a This is the marginal effect and standard error multiplied by 100. The sample mean of nonsurvival 
is 2.64% so the marginal effect of –0.53 implies one management point is associated with 20.1% 
(0.53/2.64) lower exit rate.
***, **, and * indicate signi! cance at the 1, 5, and 10 percent levels, respectively.
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line is that encouraging tougher competition should improve average management line is that encouraging tougher competition should improve average management 
practices.practices.

Labor Market RegulationLabor Market Regulation
Labor market regulations that constrain the ability of managers to hire, ! re, Labor market regulations that constrain the ability of managers to hire, ! re, 

pay, and promote employees could reduce the quality of management practices. pay, and promote employees could reduce the quality of management practices. 
Figure 3 plots each country’s average management scores on incentives manage-Figure 3 plots each country’s average management scores on incentives manage-
ment (questions 7 and 13 to 18 on hiring, ! ring, pay, and promotions) against an ment (questions 7 and 13 to 18 on hiring, ! ring, pay, and promotions) against an 
employment rigidity index from the World Bank, which focuses on the dif! cul-employment rigidity index from the World Bank, which focuses on the dif! cul-
ties that ! rms face in hiring workers, ! ring workers, and changing their hours ties that ! rms face in hiring workers, ! ring workers, and changing their hours 
and pay. Tougher labor market regulation is signi! cantly negatively correlated with and pay. Tougher labor market regulation is signi! cantly negatively correlated with 
the management scores on incentives. In contrast, more restrictive labor market the management scores on incentives. In contrast, more restrictive labor market 
regulations are not signi! cantly correlated with management practices in other regulations are not signi! cantly correlated with management practices in other 
dimensions like monitoring or targets.dimensions like monitoring or targets.

Obviously a number of other factors also vary across countries, so the pat-Obviously a number of other factors also vary across countries, so the pat-
tern shown in Figure 3 does not conclusively demonstrate labor market regulations tern shown in Figure 3 does not conclusively demonstrate labor market regulations 

Figure 3
Labor Market Regulation and Incentives Management

Source: Bloom, Genakos, Sadun, and Van Reenen (2009).
Note: World Bank index from the Doing Business database, !http://www.doingbusiness.org/ExploreTopics/
EmployingWorkers/".
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What drives the differences? Culture? 
Bloom , Sadun and Van Reenen QJE 2012

decentralization variable captures long-lived organizational
traits across countries, rather than specific characteristics of
our sample of firms.

The second cross-country decentralization indices that we
use to validate our data are those created by Arzaghi and
Henderson (2005) to evaluate fiscal decentralization across coun-
tries. They generated an index on a 0 to 4 scale that was summed
over scores for decentralization of government structure (unitary
versus federal) and the degree of autonomy and democratization
of state, province, and municipal governments over taxation, edu-
cation, infrastructure, and policing. A value of 0 denotes the coun-
try is fully centralized across every dimension, and a value of 4
denotes a highly decentralized fiscal structure. This measure was

FIGURE IV

Decentralization and Power Distance Index by Country

The y-axis denotes levels of the z-scored decentralization index by country,
measured as the average plant manager’s degree of autonomy over hiring, in-
vestment, products, and prices by country, as measured in the CEP organiza-
tional survey. The x-axis is Hofstede’s (2001) Power Distance Index downloaded
from www.geerthofstede.nl/dimension-data-matrix. The number of firms used to
build the decentralization measure in each country is as follows: Greece = 183;
Japan = 120; India = 397; China = 537; Poland = 222; Portugal = 145; France =
217; Italy = 96; Germany = 327; United Kingdom = 557; United States = 638;
Sweden = 216.

QUARTERLY JOURNAL OF ECONOMICS1688
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constrain some forms of management practices—but it is certainly supportive of constrain some forms of management practices—but it is certainly supportive of 
this effect.this effect.

Ownership and Meritocratic Selection of the Chief Executive Of! cerOwnership and Meritocratic Selection of the Chief Executive Of! cer
The ! rms in our sample can be divided up by ultimate ownership: including The ! rms in our sample can be divided up by ultimate ownership: including 

dispersed shareholders, family ownership with an external chief executive of! cer, dispersed shareholders, family ownership with an external chief executive of! cer, 
family ownership with a family chief executive of! cer; owned by the founder, the family ownership with a family chief executive of! cer; owned by the founder, the 
government or the managers of the ! rm; and owned by private equity or private government or the managers of the ! rm; and owned by private equity or private 
individuals. Figure 4 plots a ! rm-level histogram by ultimate ownership category. individuals. Figure 4 plots a ! rm-level histogram by ultimate ownership category. 
The bars display the distribution of management practices within ownership The bars display the distribution of management practices within ownership 
group. The dark line is the kernel density for dispersed shareholders—which is the group. The dark line is the kernel density for dispersed shareholders—which is the 
most common ownership category in the United States—for comparison. The dif-most common ownership category in the United States—for comparison. The dif-
ferences shown across the categories are not primarily explained by differences in ferences shown across the categories are not primarily explained by differences in 
countries or in type of industry.countries or in type of industry.

One interesting group are the family ! rms, de! ned in our research as ! rms One interesting group are the family ! rms, de! ned in our research as ! rms 
owned by the descendants of the founder (so sons, daughters, grandsons, etc). owned by the descendants of the founder (so sons, daughters, grandsons, etc). 
Those that are family owned and also family managed (“Family, family CEO”) Those that are family owned and also family managed (“Family, family CEO”) 
have a large tail of badly managed ! rms, while the family owned but externally have a large tail of badly managed ! rms, while the family owned but externally 

Figure 4
Ownership and Management Scores

Source: Bloom, Genakos, Sadun, and Van Reenen (2009).
Notes: Graphs show the distribution of ! rm management scores for ! rms with different types of 
management. The overlaid line is the kernel density for dispersed shareholders, the most common 
U.S. ownership type.
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What drives Organization?

• Which are the determinants of  decentralization in Bloom, Sadun and Van Reenen 
QJE (2012)?

• How does their model differ from the Jensen and Meckling seminal work?

• Starting point: models of  Garicano (2000) and Garicano and Rossi-Hansberg
(2007): he hierarchical organization of  expertise

• Bloom, Sadun and Van Reenen QJE (2012) add the idea of  trust.
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TABLE I

DECENTRALIZATION AND TRUST

Sample
(1) (2) (3) (4) (5) (6)
All All All All CEO off-site CEO on-site

Trust 1.231*** 0.916*** 0.666** 0.596*** 0.958** 0.288
Trust measured in CHQ region/country

of location
(0.440) (0.327) (0.265) (0.219) (0.380) (0.331)

Rule of law (country of plant location) 0.580*** 0.556**
(–2.5 = low, 2.5 = high) (0.071) (0.065)

Plant skills 0.086*** 0.122*** 0.162*** 0.090***
% plant employees with a college degree (0.030) (0.030) (0.038) (0.030)

Firm size 0.103*** 0.047* 0.053 0.024
ln(firm employment) (0.023) (0.025) (0.038) (0.039)

Plant employment 0.134*** 0.098*** 0.125*** 0.055*
Plant employees as a % of firm (0.034) (0.026) (0.043) (0.030)

Foreign multinational 0.213*** 0.084 0.758 –0.213
Dummy = 1 if firm belongs to a foreign

multinational
(0.064) (0.329) (0.738) (0.485)

Domestic multinational 0.014 0.001 0.029 0.054
Dummy = 1 if firm belongs to a

domestic multinational
(0.056) (0.047) (0.094) (0.059)

Observations 3,655 3,655 3,655 3,655 1,375 2,280

Country of CHQ location controls (2) No Yes Yes Yes Yes Yes
Country of plant location dummies (11) No No No Yes Yes Yes
Region of plant location controls (2) No No No Yes Yes Yes
Industry dummies (148) No No No Yes Yes Yes
Other controls (57) No No No Yes Yes Yes
Clustering CHQ location CHQ location CHQ location CHQ location CHQ location CHQ location
Number of clusters 146 146 146 146 127 135

Notes: The dependent variable in all columns is the decentralization z-score index, measured by plant manager’s autonomy over hiring, investment, products, and marketing.
Estimation is by OLS with robust standard errors in parentheses. Standard errors clustered by the firm’s headquarter region of location (country of origin if the plant belongs to a
foreign multinational). ‘‘Country of CHQ location controls’’ is the log of GDP per capita and population in the country of CHQ location. ‘‘Region of plant location’’ controls are the log
of GDP per capita and population in the region where the plant is located. ‘‘Industry dummies’’ are three-digit SIC dummies. ‘‘Other controls’’ include a dummy for whether the firm
is publicly listed, a dummy for whether the CEO is on the same site as the plant (‘‘CEO on-site’’), the fraction of managers native of the country of plant location, and ‘‘Noise
controls’’ (these include 44 interviewer dummies, 6 dummies to control for the day of the week the interview took place, an interview reliability score, the manager’s seniority and
tenure, and the duration of the interview). Regressions weighted by the share of World Values Survey respondents in the region within the country. * significant at 10%; **
significant at 5%; *** significant at 1%.
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TABLE II

DECENTRALIZATION AND TRUST: EXPLOITING DIFFERENCES IN CORPORATE HEADQUARTERS (CHQ) LOCATION

(1) (2) (3) (4) (5) (6) (7) (8)

Sample

CHQ in
different

region/country

CHQ in
different

region/country
Foreign

multinationals

Foreign
multinationals
(bilateral trust
data available)

Foreign
multinationals
(bilateral trust
data available)

Foreign
multinationals
(bilateral trust
data available)

Foreign
multinationals
(bilateral trust
data available)

Foreign
multinati onals
(bilateral trust
data available)

Estimation method OLS OLS OLS OLS OLS OLS IV OLS

Trust 0.606** 0.579** 0.598* 0.606* –0.219
Trust measured in CHQ region/country

of location
(0.270) (0.284) (0.310) (0.294) (0.471)

Bilateral trust 1.765*** 1.669** 3.071**
Trust of people from country of origin for

people in country of location
(0.619) (0.789) (1.253)

Religious similarity 0.491**
(0.241)

Observations 1094 1094 881 422 422 422 422 422

Country of CHQ location controls (2) Yes Yes Yes Yes Yes Yes Yes Yes
Country of plant location dummies (11) Yes Yes Yes Yes Yes Yes Yes Yes
Region of plant location controls (2) Yes Yes Yes Yes Yes Yes Yes Yes
Industry dummies (23) Yes Yes Yes Yes Yes Yes Yes Yes
Other controls (57) Yes Yes Yes Yes Yes Yes Yes Yes
Region of plant location dummies (111) No Yes Yes Yes Yes Yes Yes Yes
Country of CHQ location dummies (32) No No No No No Yes Yes Yes
Clustering CHQ location CHQ location CHQ location CHQ location CHQ by plant

location
CHQ by plant

location
CHQ by plant

location
CHQ by plant

location
Number of clusters 92 92 33 16 97 97 97 97
Instruments Religious

similarity
First stage F-test 28.56

Notes: Dependent variable is the decentralization z-score index, measured by plant manager’s autonomy over hiring, investment, products, and marketing. Columns (1) and (2)
include all firms whose CHQ is located in a different region within the same country, or in a different country; columns (3)–(8) include only foreign multinationals. Instrument is
‘‘religious similarity’’ between each country pair. Standard errors (in parentheses) are clustered as noted: ‘‘CHQ by plant location’’ indicates clustering within each country origin by
country of location cell. TRUST measures the percentage of individuals who agreed with the statement ‘‘most people can be trusted’’ in the geography of firm’s CHQ region or country of
location. BILATERAL TRUST measures the percentage of people from country of origin who report to ‘‘trust a lot’’ people living in the country of firm’s location. ‘‘Country of CHQ location
controls’’ is the log of GDP per capita and population in the country of CHQ location. ‘‘Region of plant location’’ controls are the log of GDP per capita and population in the region where
the plant is located. ‘‘Industry dummies’’ are two-digit SIC dummies. ‘‘Other controls’’ include a dummy for whether the firm is publicly listed, a dummy for whether the CEO is on the
same site as the plant (‘‘CEO on-site’’), the fraction of managers native of the country of plant location, and ‘‘Noise controls’’ (these include 44 interviewer dummies, 6 dummies to control
for the day of the week the interview took place, an interview reliability score, the manager’s seniority and tenure and the duration of the interview). Regressions weighted by the share
of World Values Survey respondents in the region within the country in first two columns. * significant at 10%; ** significant at 5%; *** significant at 1%.
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Can we transmit/teach management practices?
Giorcelli AER 2019 123GIORCELLI: MANAGEMENT AND TECHNOLOGY TRANSFERSVOL. 109 NO. 1

What changed in the !rms that received the managerial training? More than 
90 percent of them adopted the new American managerial practices within 3 years 
and were still implementing them 15 years later. Speci!cally, these companies 
started regularly maintaining their machines and tracking their sales and orders. 
They also improved working and safety conditions, organized training classes for 
managers and other workers, and invested in market research, branding, and adver-
tising. In the longer run, changes in !rm organization and access to the credit market 
ampli!ed the initial effects of the program. Speci!cally, improved performance led 
!rms to increase the number of plants and the manager-to-worker ratio, and to be 
more likely to become professionally managed (instead of remaining family-man-
aged). Improved performance also gave !rms greater access to credit market, which, 
in turn, allowed them to invest more in physical capital.

The contribution of this paper is threefold. First, the idea that management is 
correlated with the productivity of inputs dates back to Walker (1887). More recent 
studies have shown a positive association between management practices, or man-
agers, and !rm performance (Bertrand and Schoar 2003; Bloom and Van Reenen 
2007). Random control trials have provided causal evidence that management 
 consulting leads to better !rm outcomes (Bloom et al. 2013; Bruhn, Karlan, and 

Lombardia

Panel A. Pilot regions in 1950 Panel B. Treatment provinces in 1952

Veneto

Toscana

Campania

Sicilia

Pilot regions

Rest of Italy

Monza

Vicenza

Pisa

Salerno

Palermo

Treatment provinces in pilot regions

Comparison provinces in pilot regions

Rest of Italy

F"#$%& 1. P"'() R&#"(*+ ,*- T%&,).&*) P%(/"*0&+ S&'&0)&- 1(% )2& P%(-$0)"/")3 P%(#%,., 1950–1952

Notes: Pilot regions chosen for the pilot phase of the Productivity Program in 1950 (panel A) and treatment prov-
inces selected after the US budget cut in 1952 (panel B). Only !rms located in treatment provinces eventually 
received US transfers, conditional on having applied for the program



Can we transmit/teach management practices?
Would this affect firm organization and control?

Source: Amore and Epure (2021): 
https://doi.org/10.1016/j.jce.2020.07.003

https://doi.org/10.1016/j.jce.2020.07.003


Let’s narrow down on family firm management and 
control (1)

• Prominence of  family firms around the world (La Porta et al. 1999)

• Systematic differences from non-family firms 
– management practices (Bloom and Van Reenen 2007)

– investment and financing policies (Anderson et al. 2012; Duran et al. 2016; Feldman et al. 2017)

– human resources (Neckebrouck et al. 2017)

– sustainability practices (Berrone et al. 2010)

• Reasons: family recognition, preservation of  family legacy, and 
embeddedness into a social dimension (e.g. Bertrand and Schoar 2006)



Let’s narrow down on family firm management and 
control (2)

• Heterogeneity betsween family firms

– some owners are reluctant to acquire (Gomez-Mejia et al. 2018; Miller et al. 2010), others 
engage in fast growth and empire building (Fahlenbrach 2009), others suboptimally divest 
(Feldman et al. 2017)

– some owners undertake risky policies to protect their socioemotional wealth (Gomez-
Mejia et al. 2007), others shy away from external financing opportunities for precautionary 
motives (Molly et al. 2012)

– some family firms thrive (Anderson and Reeb 2003a; Sraer and Thesmar 2007), others struggle 
to keep up with the competitive ability of non-family peers (Bennedsen et al. 2007; Pérez-
Gonzaléz 2006)



Do (family) CEOs matter?

• Bandiera et al. (RFS 2017) make the case that they do…depending on how much 
they work. 
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Figure 3
CEO hours worked: differences between family and professional CEOs in the raw data
The graph shows the kernel distribution of total weekly hours worked (built from actual diary data) by a sample
of 1,114 CEOs, of which 458 classified as Family CEOs and 656 classified as Professional CEOs.

work fewer hours, but importantly the difference is much larger (6.2 vs. 3.6
hours) when we use the diary measure, as family CEOs tend to overestimate
their time at work while professional CEOs underestimate it.14

The difference remains stable (6.8 hours) when we only count work activities
(i.e., we drop travel time and personal time) that last longer than 15 minutes. The
difference between governance types is due to two factors. Family CEOs start
working later in the morning—at 9:16 a.m. versus 8:31 a.m. for professional
managers—and devote a larger share of time to personal activities during
business hours (12.3% vs. 8.6%).

2.2 Hours worked and firm performance
The data show a large statistically significant difference in hours worked across
CEOs, but is this difference interesting from an economic perspective? To
provide some evidence for this point, we examine three related issues. First, are
there performance differences between family and professional CEOs? Second,
do CEO hours worked correlate with firm performance? And, third, to what
extent do differences in CEO hours worked account for the performance gap
between family and professional CEOs?

14 Note that the recall measure is more prone to be biased by systematic misreporting (Robinson et al. 2011).
Therefore, this finding allays the possible concern that the difference in hours worked between family and
professional CEOs may be driven by professional CEOs intentionally overstating their effort at work.
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Do (family) CEOs matter? For what? Bandiera et al. (RFS 2017) 
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Table 2
CEO hours worked and firm performance

(1) (2) (3) (4) (5) (6) (7) (8) (9) (10)

Dependent variable log(sales) Olley-Pakes TFP residual Profits per employee ROA Tobin’s q

Family CEO !0.190""" !0.155"" !0.257""" !0.203""" !2.565"" !2.039 !0.202"" !0.149" !0.373"" !0.332""
(0.071) (0.074) (0.073) (0.077) (1.235) (1.269) (0.084) (0.077) (0.152) (0.155)

log(Hours worked) 0.338"" 0.584""" 4.682" 0.481""" 0.517"
(0.140) (0.183) (2.467) (0.169) (0.303)

log(Employment) 0.555""" 0.549""" !0.432 !0.562 0.247""" 0.237"""
(0.041) (0.041) (0.452) (0.466) (0.072) (0.070)

log(Capital) 0.336""" 0.333""" !0.092""" !0.102""" !0.093"" !0.096""
(0.031) (0.031) (0.021) (0.022) (0.044) (0.043)

Observations 1,415 1,415 1,383 1,383 1,722 1,722 1,649 1,649 856 856
Number of firms 617 617 603 603 720 720 702 702 313 313

* significant at 10%; ** significant at 5%; *** significant at 1%. All columns are estimated by OLS (standard errors under coefficient clustered by firm). The variable CEO hours worked is
the log of the total hours the CEO devoted to work activities lasting more than 15 minutes (excluding travel) during the survey week. The dependent variable in Columns 1 and 2 is log sales;
in Columns 3 and 4, the Olley-Pakes (1996) estimator of productivity; in Columns 5 and 6, profits per employee; in Columns 7 and 8, ROA (profits divided by assets); and in Columns 9 and
10, Tobin’s q.Accounting data run between 2007 and 2013. Each column includes a full set of country by 2-digit SIC codes and year dummies. We include only years in which the CEO was in
office in all columns, and allow for a maximum of 3 years of accounts for each firm (the 3 most recent years with nonmissing data in ORBIS).All columns include the following noise controls:
a dummy to denote cases in which the time use data were recorded by the CEO’s Personal Assistant; 55 interviewer dummies; a dummy to denote CEOs who formally report to an executive
Chairman; 29 interview week dummy; a self-reported score given by the CEO to rank the representativeness of the week; and a dummy to denote weeks with a national or religious holiday.
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Do (family) CEOs matter? How? Bandiera et al. (RFS 2017) 
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Table 3
Family and professional CEOs: Differences in manager and firm characteristics

(1) (2) (3) (4)

Difference
Family Professional (3)-(2)

A. CEO characteristics All CEOs CEOs (t-statistic)

Age 50.930 50.562 51.187 0.625
(8.458) (9.738) (7.425) (1.21)

Male (=1 if CEO is male) 0.961 0.950 0.970 0.0197
(0.193) (0.219) (0.172) (1.68)

College degree (=1 if CEO has a college degree) 0.925 0.904 0.939 0.0351!
(0.264) (0.295) (0.239) (2.19)

MBA (=1 if CEO has been awarded an MBA) 0.548 0.430 0.631 0.201!!!
(0.498) (0.496) (0.483) (6.76)

Tenure as CEO (number of years) 10.298 15.586 6.602 "8.984!!!
(9.550) (10.514) (6.677) ("17.40)

Tenure in firm (number of years) 17.116 22.862 13.119 "9.742!!!
(11.597) (10.497) (10.611) ("15.11)

Experience abroad (=1 if CEO has had 0.482 0.393 0.544 0.151!!!
worked experience abroad) (0.500) (0.489) (0.498) (5.02)

CEO holds positions in other firms (= 1 if CEO 0.418 0.456 0.392 "0.0646!
hold managerial positions in other firms) (0.494) (0.499) (0.489) ("2.15)

B. Firm characteristics

Domestic or foreign multinational (=1 if firm is 0.242 0.188 0.280 0.0927!!!
owned by a foreign or domestic MNE) (0.429) (0.391) (0.450) (3.57)

Number of employees 1,571.05 1,036.58 1,945.43 908.9
"10,127.43 "3,660.92 "12,837.27 (1.47)

Firm age 49.185 43.295 53.320 10.02!!!
(45.360) (31.940) (52.412) (3.64)

Listed status 0.432 0.544 0.354 "0.190!!!
(0.496) (0.499) (0.478) ("6.41)

Number of CEO direct reports 7.775 7.389 8.044 0.656!!
(3.774) (3.979) (3.604) (2.86)

COO (=1 if COO exists) 0.259 0.177 0.317 0.140!!!
(0.439) (0.382) (0.466) (5.32)

Number of sons in management positions 0.103 0.245 0.005 "0.240!!!
(0.304) (0.430) (0.068) ("14.04)

Number of daughters in management positions 0.043 0.096 0.006 "0.0900!!!
(0.203) (0.295) (0.078) ("7.45)

Data collected through the CEO personal assistant 0.428 0.373 0.466 0.0931!!
(0.495) (0.484) (0.499) (3.10)

C. External environment

Located in emerging economies (=1 if India or Brazil) 0.573 0.779 0.428 "0.351!!!
(0.495) (0.415) (0.495) ("12.43)

Lerner index 1.227 1.225 1.229 0.00337
(0.412) (0.419) (0.408) (0.13)

Import penetration 0.614 0.638 0.597 "0.0406
(0.566) (0.623) (0.523) ("1.12)

Number of observations 1,114 458 656

The table shows summary statistics (means and standard deviation in parentheses in Columns 1–3 and differences
and t-statistic in parentheses in Column 4) of CEO characteristics and firm- and industry-level data for the sample
CEOs. Family CEOs are those who own the firm or belong to the family that owns the firm. All variables in panels
A and B were collected in the CEO time use survey. Import penetration = ln(import/production) in the firm ISIC
REV3 industry, computed by averaging OECD STAN data relative to the 2006–2008 time period (last available
year for all countries) across France, Germany, the United States, and the United Kingdom at the industry level.
The Lerner index of competition equals (1-profit/sales) in the firm 3-digit SIC code industries computed like in
Aghion et al. (2005) by averaging firm-level data in ORBIS relative to the 2008–2012 time period across Brazil,
France, Germany, India, the United States, and the United Kingdom at the industry level.
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Table 3
Family and professional CEOs: Differences in manager and firm characteristics

(1) (2) (3) (4)

Difference
Family Professional (3)-(2)

A. CEO characteristics All CEOs CEOs (t-statistic)

Age 50.930 50.562 51.187 0.625
(8.458) (9.738) (7.425) (1.21)

Male (=1 if CEO is male) 0.961 0.950 0.970 0.0197
(0.193) (0.219) (0.172) (1.68)

College degree (=1 if CEO has a college degree) 0.925 0.904 0.939 0.0351!
(0.264) (0.295) (0.239) (2.19)

MBA (=1 if CEO has been awarded an MBA) 0.548 0.430 0.631 0.201!!!
(0.498) (0.496) (0.483) (6.76)

Tenure as CEO (number of years) 10.298 15.586 6.602 "8.984!!!
(9.550) (10.514) (6.677) ("17.40)

Tenure in firm (number of years) 17.116 22.862 13.119 "9.742!!!
(11.597) (10.497) (10.611) ("15.11)

Experience abroad (=1 if CEO has had 0.482 0.393 0.544 0.151!!!
worked experience abroad) (0.500) (0.489) (0.498) (5.02)

CEO holds positions in other firms (= 1 if CEO 0.418 0.456 0.392 "0.0646!
hold managerial positions in other firms) (0.494) (0.499) (0.489) ("2.15)

B. Firm characteristics

Domestic or foreign multinational (=1 if firm is 0.242 0.188 0.280 0.0927!!!
owned by a foreign or domestic MNE) (0.429) (0.391) (0.450) (3.57)

Number of employees 1,571.05 1,036.58 1,945.43 908.9
"10,127.43 "3,660.92 "12,837.27 (1.47)

Firm age 49.185 43.295 53.320 10.02!!!
(45.360) (31.940) (52.412) (3.64)

Listed status 0.432 0.544 0.354 "0.190!!!
(0.496) (0.499) (0.478) ("6.41)

Number of CEO direct reports 7.775 7.389 8.044 0.656!!
(3.774) (3.979) (3.604) (2.86)

COO (=1 if COO exists) 0.259 0.177 0.317 0.140!!!
(0.439) (0.382) (0.466) (5.32)

Number of sons in management positions 0.103 0.245 0.005 "0.240!!!
(0.304) (0.430) (0.068) ("14.04)

Number of daughters in management positions 0.043 0.096 0.006 "0.0900!!!
(0.203) (0.295) (0.078) ("7.45)

Data collected through the CEO personal assistant 0.428 0.373 0.466 0.0931!!
(0.495) (0.484) (0.499) (3.10)

C. External environment

Located in emerging economies (=1 if India or Brazil) 0.573 0.779 0.428 "0.351!!!
(0.495) (0.415) (0.495) ("12.43)

Lerner index 1.227 1.225 1.229 0.00337
(0.412) (0.419) (0.408) (0.13)

Import penetration 0.614 0.638 0.597 "0.0406
(0.566) (0.623) (0.523) ("1.12)

Number of observations 1,114 458 656

The table shows summary statistics (means and standard deviation in parentheses in Columns 1–3 and differences
and t-statistic in parentheses in Column 4) of CEO characteristics and firm- and industry-level data for the sample
CEOs. Family CEOs are those who own the firm or belong to the family that owns the firm. All variables in panels
A and B were collected in the CEO time use survey. Import penetration = ln(import/production) in the firm ISIC
REV3 industry, computed by averaging OECD STAN data relative to the 2006–2008 time period (last available
year for all countries) across France, Germany, the United States, and the United Kingdom at the industry level.
The Lerner index of competition equals (1-profit/sales) in the firm 3-digit SIC code industries computed like in
Aghion et al. (2005) by averaging firm-level data in ORBIS relative to the 2008–2012 time period across Brazil,
France, Germany, India, the United States, and the United Kingdom at the industry level.
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Do (family) CEOs matter? Why? (1) Bandiera et al. (RFS 2017) 
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Table 4
Differences in hours worked between family and professional CEOs controlling for CEO, industry, and
firm characteristics

(1) (2) (3) (4) (5) (6) (7)

Dependent variable log(Hours worked)

Family CEO !0.180""" !0.111""" !0.106""" !0.102""" !0.088""" !0.088""" !0.078"""
(0.015) (0.018) (0.020) (0.019) (0.020) (0.020) (0.021)

Family Ownership, External CEO 0.029
(0.019)

CEO holds positions in other firms 0.022 0.016 0.018 0.014 0.014
(0.015) (0.015) (0.015) (0.015) (0.015)

log(CEO age) !0.165""" !0.181""" !0.138""" !0.143""" !0.147"""
(0.043) (0.043) (0.045) (0.045) (0.045)

log(1+CEO tenure in firm) !0.004 !0.007 !0.007 !0.006 !0.006
(0.010) (0.011) (0.010) (0.011) (0.011)

CEO holds college degree 0.052 0.044 0.041 0.054" 0.053
(0.032) (0.033) (0.033) (0.033) (0.033)

CEO holds MBA degree 0.011 0.006 0.007 0.006 0.006
(0.018) (0.018) (0.017) (0.018) (0.018)

CEO has study/work 0.016 0.006 0.004 !0.003 !0.002
experience abroad (0.016) (0.016) (0.016) (0.017) (0.016)

log(Employment) 0.025""" 0.021""" 0.024""" 0.024"""
(0.007) (0.007) (0.007) (0.007)

log(Firm age) 0.006 0.004 0.003 0.003
(0.010) (0.010) (0.011) (0.011)

MNE 0.029 0.024 0.033" 0.033"
(0.020) (0.020) (0.019) (0.019)

Listed !0.033 !0.032 !0.009 !0.005
(0.022) (0.023) (0.024) (0.024)

Number of CEO direct reports 0.007""" 0.006""" 0.006"""
(0.002) (0.002) (0.002)

COO exists !0.009 !0.018 !0.017
(0.019) (0.020) (0.020)

Number of sons in !0.049"" !0.060""" !0.060"""
management positions (0.022) (0.021) (0.021)

Number of daughters in 0.004 !0.013 !0.013
management positions (0.029) (0.029) (0.029)

Data collected through the !0.001 !0.000
CEO personal assistant (0.017) (0.017)

R-squared 0.118 0.212 0.229 0.245 0.256 0.347 0.348
Number of firms 1,114 1,114 1,114 1,114 1,114 1,114 1,114

Country*Industry dummies n y y y y y y
Noise controls n n n n n y y

* significant at 10%; ** significant at 5%; *** significant at 1%. All columns are estimated by OLS (robust
standard errors in parentheses). The variable CEO hours worked is the log of the total hours the CEO devoted
to work activities lasting more than 15 minutes (excluding travel) during the survey week. Family CEO=1 for
those who own the firm or belong to the family that owns the firm, and 0 otherwise. Family Ownership, External
CEO=1 for professional CEOs working in firms owned by a family, and 0 otherwise. Industry dummies are
thirty-three 2-digit SIC codes. Noise controls include a dummy to denote if the time use data were recorded by
the PA; 55 interviewer dummies; a dummy to denote CEOs who formally report to an executive Chairman; 29
interview week dummy; and a self-reported score given by the CEO to rank the representativeness of the week
and a dummy to denote weeks with a national or religious holiday.

between family and professional CEOs, a difference that remains unchanged
in magnitude even when these additional controls are included.

accounted for different growth rates, rather than levels, of sales. We found similar results, namely that the number
of CEO hours worked is higher in larger firms, but this does not account for the differences between family and
professional CEOs. CEO hours worked are positively but not significantly correlated with the growth rate of firm
sales, and the inclusion of the variable does not affect the family CEO dummy (see Table A7 in the appendix for
details).
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Do (family) CEOs matter? Why? (2) Bandiera et al. (RFS 2017) 
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Table 6
Response to rain and sport events

(1) (2) (3) (4) (5) (6) (7) (8)

log(1+ Hours worked) - log(1+ Hours worked) -
Dependent variable Day level Day level - Game hours only

Sample India India Brazil Brazil India India Brazil Brazil

Family CEO !0.089""" !0.060" !0.067""!0.051" !0.052 !0.045 !0.033 !0.012
(0.029) (0.036) (0.027) (0.029) (0.036) (0.036) (0.042) (0.044)

Rain !0.017 0.028 0.007 0.034
(0.023) (0.024) (0.024) (0.026)

Rain*Family CEO !0.066"" !0.071"
(0.030) (0.041)

Sport event !0.059 0.028 !0.114 !0.003
(0.064) (0.080) (0.118) (0.097)

Sport event*Family CEO !0.141"" !0.276""
(0.063) (0.133)

R-squared 0.163 0.165 0.406 0.407 0.120 0.121 0.268 0.272
Observations 1640 1640 1380 1380 1640 1640 1380 1380
Number of firms 317 317 280 280 317 317 280 280

* significant at 10%; ** significant at 5%; *** significant at 1%. This table is based on day level data collected
from CEOs in Brazil and India. All columns estimated by OLS. Standard errors under coefficient are clustered by
firm and date in all columns. The dependent variable in Columns 1–4 is the log of 1 plus the total hours the CEO
devoted to work activities lasting more than 15 minutes (excluding travel) during the survey day. The dependent
variable in Columns 5–8 is the log of 1 plus the total hours the CEO devoted to work activities lasting more than
15 minutes (excluding travel) during hours potentially affected by the sport event (1 p.m.–7 p.m. in India and 3
p.m.–9 p.m. in Brazil). Family CEO=1 for those who own the firm or belong to the family that owns the firm,
and 0 otherwise. Rain is a dummy denoting intense rainfall (relative to May in India and to July in Brazil) in
the area and day where the CEO is located (data measured by the closest weather station, matched to the ZIP
code of the CEO activities for the day). Sport event is a dummy denoting that an Indian Premier League playoff,
semifinal or final game was played on the day for the India sample, and that a soccer match including at least
one top Brazilian team was played on the day for the Brazil sample. Industry dummies are 2-digit SIC codes.
Firm characteristics are the log of one plus firm age, a dummy to denote foreign or domestic multinationals,
the number of people reporting directly to the CEO, a dummy to denote whether the firm employs a COO, the
number of CEO?s sons and daughters holding a managerial position in the same firm. CEO characteristics are a
dummy to denote CEOs holding a managerial or board position in another firm, the log of CEO age, the log of one
plus number of years CEO has been employed in the firm, a dummy to denote CEOs holding a college degree,
a dummy to denote CEOs holding an MBA or equivalent degree, a dummy to denote CEO that have worked or
studied abroad. Noise controls include: a dummy to denote cases in which the time use data were recorded by the
CEO’s Personal Assistant; interviewer dummies; a dummy to denote CEOs who formally report to an executive
Chairman; interview week dummies; a self-reported score given by the CEO to rank the representativeness of
the week and a dummy to denote weeks with a national or religious holiday.

For this analysis, we use total hours of work at the daily level (since this is the
frequency at which the shocks occur) to estimate the following specification:

hid =!F Fami +"Xd +#Fami "Xd +Ci$+Fi%+Si&+Ii'+(id, (6)

where hid is one plus the log of daily hours worked by CEO i on day d,
Fami =1 if CEO i belongs to the owning family as defined above, Xd =1 if
day d has extreme rainfall in Columns 1–4 and a sport match in Columns
5–8 and C,F,S,I are vectors of CEO, firm, and industry characteristics as
defined in Equation (4); standard errors are clustered at the firm and date level
across all regressions. The coefficient of interest is #, the parameter measuring
whether family and professional CEOs react differently to shocks increasing
the marginal cost of effort.

The results of this estimation are shown in Table 6. Column 1 restricts the
sample to Indian firms, and replicates our baseline specification controlling for
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Let’s not forget social capital

• Eccles et al. (2014) argue that firms that are early adopters of sustainable practices 
then feature better operational performance and governance practices

• This is in line with the new views reconciling shareholder value maximization with 
stakeholder perspectives (e.g. stakeholder management, see Foss and Klein 2018)

• …or, simpler, shareholder welfare maximization (Hart and Zingales JLFA 2017)

• Lins et al. (JF 2017) show that during the recent financial crisis, high-CSR firms 
also experienced higher profitability, growth, and sales per employee relative to 
low- CSR firms, and they raised more debt



CSR and returns in crisis Lins et al. JF 2017
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Table II—Continued

Panel A: Net CSR Score: Raw and Abnormal Returns

Raw return Abnormal return Raw return Abnormal return
(1) (2) (3) (4)

Idiosyncratic Risk !3.155*** !8.870***
(0.876) (1.719)

Constant !0.588*** !0.781*** !0.528*** 0.0867***
(0.260) (0.035) (0.059) (0.032)

Four-factor loadings Yes Yes Yes Yes
Industry dummies Yes Yes Yes Yes
N 1,673 1,673 1,673 1,673
Adj. R2 0.17 0.33 0.20 0.37

Panel B: Dummies for Quartiles of Net CSR Score: Raw and Abnormal Returns

Raw return Abnormal return Raw return Abnormal return
(1) (2) (3) (4)

CSR2 0.0303 0.0560 0.0296 0.0480
(0.0192) (0.0347) (0.0188) (0.0341)

CSR3 0.0365* 0.0649* 0.0405** 0.0562
(0.0197) (0.0373) (0.0192) (0.0361)

CSR4 0.0552*** 0.0985*** 0.0453** 0.0727**
(0.0126) (0.0356) (0.0194) (0.0362)

Ln(Market Cap) 0.002 !0.012
(0.006) (0.011)

Long-Term Debt !0.113*** !0.103
(0.046) (0.087)

Short-Term Debt !0.328*** !0.386*
(0.115) (0.219)

Cash Holdings 0.175*** 0.381***
(0.047) (0.091)

Profitability 0.530** 0.734
(0.260) (0.508)

Book-to-Market !0.117*** !0.046
(0.030) (0.057)

Negative B/M !0.017 0.046
(0.061) (0.058)

Momentum !0.031 !0.288
(0.024) (0.044)

Idiosyncratic Risk !3.184*** !8.934***
(0.874) (1.729)

Four-factor loadings Yes Yes Yes Yes
Industry dummies Yes Yes Yes Yes
N 1,673 1,673 1,673 1,673
Adj. R2 0.16 0.32 0.20 0.36

(Continued)



Is it governance? Lins et al. JF 20171800 The Journal of Finance R!

Table II—Continued

Panel C: Controlling for Corporate Governance

Raw return Abnormal return Raw return Abnormal return
(1) (2) (3) (4)

CSR 0.048*** 0.090*** 0.049*** 0.088***
(0.017) (0.032) (0.017) (0.032)

ESG Stats Governance Index 0.008 "0.151
(0.050) (0.092)

E-Index "0.008* "0.018**
(0.005) (0.009)

Board Independence "0.080 "0.085
(0.072) (0.140)

Board Size 0.002 "0.000
(0.004) (0.007)

CEO Is Not Chair "0.010 "0.015
(0.015) (0.026)

Board Ownership "0.039 "0.034
(0.074) (0.147)

Four-factor loadings Yes Yes Yes Yes
Firm characteristics Yes Yes Yes Yes
Industry dummies Yes Yes Yes Yes
N 1,673 1,673 1,673 1,673
Adj. R2 0.20 0.37 0.20 0.37

for a firm’s Idiosyncratic Risk (the residual variance from the market model
estimated over the five-year period ending in July 2008, using monthly data)
under the premise that stock price volatility may also affect returns (Goyal
and Santa-Clara (2003)). We measure financial health and firm characteristics
at the end of December of 2007, or as close as possible to it for firms that do
not have a December fiscal year-end, except for momentum and idiosyncratic
volatility, which are computed over one and five years, respectively, before the
start of the crisis period.

The results presented in columns (3) and (4) of Panel A of Table II confirm
that high-CSR firms had higher stock returns during the crisis. The magni-
tude of the high-CSR outperformance is somewhat attenuated after we include
additional control variables, but the effect is still economically important. For
example, in the model in column (3), a one-standard-deviation increase in CSR
(0.381) is associated with a 1.83 percentage point increase in raw crisis-period
returns.

Turning to the control variables, as expected, firms that entered the crisis in
better financial health (higher cash holdings and profitability and lower debt)
have higher crisis-period stock returns, while firms with higher idiosyncratic
risk had lower returns. In terms of economic significance, the effects of leverage,
cash holdings, and idiosyncratic risk are the largest. Based on the model in
column (3), a one-standard-deviation increase in long-term debt (0.19), cash
holdings (0.20), and idiosyncratic risk (0.01) is associated with a change in raw
crisis-period returns of –2.16, 3.48, and –3.16 percentage points, respectively.



What about after the crisis? Lins et al. JF 2017
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Table IV
Abnormal Returns Surrounding the Crisis and CSR

This table presents results of estimating the following panel regression model:

Returni,t = bo + b1CSRi,2006 " Crisist + b2CSRi,2006 " Post-Crisist + b3
#Xi,t$1

+ T ime Dummies + Firm Fixed Effects + ei,t,

where Returni,t is the monthly raw or market-model adjusted return, CSRi,2006 is our proxy for
CSR, measured at year-end 2006, Crisist is a dummy variable set to one in the period August 2008
to March 2009, Post-Crisist is a dummy variable set to one in the period April 2009 to December
2013, and Xi,t–1 is a vector of control variables. Panel A reports results using the overall measure
of CSR. In Panel B, we create an additional interaction between CSR and the period July 2007
to July 2008, when there was a shock to the supply of credit. In Panel C, we allow the effect of
CSR on returns to depend on whether the firm is headquartered in a low-trust or high-trust region
based on the 2006 General Social Survey. In Panel D, CSR is split into two components: Internal
Stakeholder CSR, which combines the measures for diversity and employee relations, and External
Stakeholder CSR, which combines the measures for community, environment, and human rights.
The control variables are the same as those employed in Table II and they include firm financial
characteristics as well as factor loadings. The financial characteristics based on accounting data
are updated three months after each fiscal year-end. The characteristics based on market data
(momentum, size, market-to-book, factor loadings) are updated monthly. Factor loadings are re-
estimated each month based on the previous 60 months’ data. The regression is estimated over the
period 2007–2013. Financial firms and micro-cap firms with a market capitalization below $250
million (in 2007 dollars) are removed from the sample. Except when otherwise indicated, numbers
in parentheses are heteroskedasticity-consistent standard errors, clustered at the firm level. ***,
**, and * indicate that the parameter estimate is significantly different from zero at the 1%, 5%,
and 10% level, respectively.

Panel A: Overall CSR

Variable Raw return Abnormal return

CSR " Crisis 0.0201*** 0.0153***
(0.0037) (0.0039)

CSR " Post-Crisis 0.0018 0.0020
(0.0022) (0.0024)

Firm characteristics Yes Yes
Four-factor loadings Yes Yes
Firm fixed effects Yes Yes
Time (monthly) fixed effects Yes Yes
Standard errors clustered by Firm Firm
CSR " (Crisis – Post-Crisis) 0.0183 0.0124
p-Value (0.00) (0.00)
N 121,247 121,247
Adj. R2 0.29 0.06

Panel B: CSR during the Shock to the Supply of Credit and the Crisis

Variable Raw return Abnormal return

CSR " Shock to Credit 0.0021 0.0001
(0.0030) (0.0030)

CSR " Crisis 0.0216*** 0.0154***
(0.0041) (0.0040)

(Continued)



The cultural revolution also in business? (1)

• Levine et al. (2017) show that firms can benefit from social capital (generalized 
trust) in the area of  the firm headquarter to alleviate the crisis effects

• Channel: alternative (to bank) financing sources: trade financing

• Family firms excel in networking, and in a crisis could be more resilient due to 
using such networks for financing and to sustain performance when the banking 
channel is blocked

• Amore and Epure (2018) study the importance of  social capital (generalized trust) 
in the headquarter area for the performance of  family firms in crisis



The cultural revolution also in business? (2)

• Amore and Epure (2021) study the importance of  generalized trust in the 
headquarter area for the performance of  family firms in crisis, and show that:

1. Generalized trust aggravates the crisis impact on family firms

Source: Amore and Epure (2021): https://doi.org/10.1016/j.jce.2020.07.003

https://doi.org/10.1016/j.jce.2020.07.003


The cultural revolution also in business? (3)

• Amore and Epure (2021) study the importance of  generalized trust in the 
headquarter area for the performance of  family firms in crisis, and show that:

2. …the aggravated negative effect of  the crisis on family firms in high trust is 
weaker in the presence of  professional boards

Source: Amore and Epure (2021): https://doi.org/10.1016/j.jce.2020.07.003

https://doi.org/10.1016/j.jce.2020.07.003


Appendix

Management scores and economic development 

An descriptive analysis with Stata (see code) on your 
available dataset. 
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Management scores and GDP per capita





Management scores and GDP growth



Management scores and regula7on
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Management scores and start-up regulation



Management scores and property regulation



Management scores and informal institutions
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Management scores and individualism



Management scores and egalitarianism



Heterogeneity
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Heterogeneity: Mngmt scores across ownership

Source:  www.worldmanagementsurvey.org, 20 Sept 2010

http://www.worldmanagementsurvey.org/


Heterogeneity: Mngmt scores across firms

Source:  www.worldmanagementsurvey.org, 20 Sept 2010.

http://www.worldmanagementsurvey.org/


Descriptive statistics

variable Obs mean sd min p25 p50 p75 max
management 11221 2.83 0.65 1.00 2.39 2.83 3.28 4.89
operations 11209 2.73 1.01 1.00 2.00 2.88 3.50 5.00
monitor 11221 3.10 0.81 1.00 2.60 3.20 3.67 5.00
target 11221 2.76 0.75 1.00 2.20 2.80 3.25 5.00
people 11219 2.70 0.61 1.00 2.33 2.67 3.08 5.00
GDPpercapita 11074 22131.37 16901.42 272.32 5791.32 18744.18 37442.33 47286.20
GDPgrowth 11074 2.14 3.20 -6.57 0.66 2.13 4.04 9.29
Start-up proced. 11221 7.63 3.61 1.00 6.00 6.00 11.00 14.00
Time reg property 11221 32.24 21.30 1.00 16.50 28.00 47.00 113.00
idv 10108 56.74 25.55 13.00 35.00 51.00 80.00 91.00
egalitarianism 9938 4.91 0.26 4.31 4.80 4.99 5.10 5.39



Correlations

mngmt. 
score operation monitor target people GDPpercap GDPgrowth Startups

Time-to-
open

Individual
ism

management 1.00
operations 0.76 1.00
monitor 0.90 0.67 1.00
target 0.90 0.59 0.75 1.00
people 0.84 0.50 0.63 0.67 1.00
GDPpercapita 0.31 0.29 0.28 0.28 0.24 1.00
GDPgrowth -0.05 -0.13 -0.07 -0.05 0.03 -0.33 1.00
Startuppro~s -0.23 -0.22 -0.20 -0.20 -0.17 -0.70 0.12 1.00
Timetoregi~p -0.09 -0.13 -0.04 -0.08 -0.08 -0.35 0.15 0.29 1.00
idv 0.25 0.20 0.22 0.24 0.19 0.77 -0.23 -0.49 -0.22 1.00
egalitaria~m 0.06 0.14 0.11 0.04 -0.04 0.31 -0.69 -0.25 -0.10 0.27



Mean values at country level
country Manag. operations monitor target people GDPpercap GDPgrowth Startproc Timeregpro idv egalit

ARG 2.68 2.80 2.99 2.54 2.51 7642.93 0.80 14 51.5 46 5.098
AUS 3.00 3.13 3.28 2.99 2.73 37218.16 3.73 3 4.5 90 4.921
BRA 2.66 2.38 3.03 2.59 2.50 5791.32 1.76 13 25.5 38 5.037
CAN 3.14 3.12 3.52 3.04 2.92 37442.33 1.92 1 16.5 80 4.985
CHL 2.71 2.69 2.99 2.56 2.60 9477.93 5.46 7 31 23 5.109
CHN 2.69 2.48 2.86 2.59 2.69 3377.81 7.75 13 28 20 4.312
COL 2.58 2.24 2.86 2.56 2.47 4327.82 4.04 8 17 13 .
DEU 3.18 3.14 3.51 3.14 2.94 39274.36 0.38 9 40 67 5.14
ESP 2.75 2.84 3.11 2.65 2.50 25379.63 -2.09 10 12.5 51 5.203
ETH 2.22 2.24 2.40 2.25 2.05 272.32 8.65 9 41 . .
FRA 3.00 3.01 3.43 2.93 2.69 35675.97 0.18 5 59 71 5.183
GBR 2.99 2.90 3.30 2.94 2.82 39793.39 0.66 6 28.5 89 4.998
GHA 2.23 2.04 2.24 2.11 2.37 717.90 9.29 7 46 . .
GRC 2.69 2.93 2.90 2.56 2.55 18744.18 -6.57 11 20 35 4.979
IND 2.53 1.99 2.74 2.52 2.54 1102.91 5.08 12 47 48 4.494
IRL 2.77 2.63 2.96 2.71 2.70 47286.20 -0.31 4 36.5 70 4.987
ITA 2.95 2.97 3.26 2.92 2.70 29978.58 -2.77 6 25 76 5.376
JPN 3.17 3.15 3.46 3.26 2.84 36912.20 1.75 8 13 46 4.466
KEN 2.54 2.45 2.65 2.42 2.57 624.01 4.55 10 72 . .
MEX 2.89 2.74 3.26 2.72 2.76 8448.80 4.01 6 74 30 4.774
MMR 2.37 2.05 2.47 2.07 2.64 . . 11 113 . .
MOZ 2.03 1.55 2.01 2.03 2.21 403.00 7.07 9 42 . .
NGA 2.52 2.27 2.56 2.40 2.66 1033.80 4.28 8 77 . .
NIC 2.40 1.85 2.56 2.28 2.54 1359.52 5.13 8 58 . .
NZL 2.85 3.09 3.09 2.85 2.58 28715.66 2.18 1 1 79 5.027
POL 2.88 2.41 3.11 2.92 2.80 10732.70 1.82 6 52 60 4.546
PRT 2.77 2.73 3.12 2.69 2.55 18228.72 -4.03 4 1 27 5.388
SGP 2.95 2.86 3.19 2.89 2.85 36482.65 3.41 3 19 20 4.691
SWE 3.17 3.21 3.58 3.16 2.81 45260.04 -0.29 3 30 71 4.96
TUR 2.71 2.78 2.87 2.53 2.69 8471.75 2.13 6 6 37 4.909
TZA 2.25 1.92 2.34 2.10 2.42 556.06 5.14 9 67 . .
USA 3.29 3.26 3.53 3.18 3.17 45008.61 2.32 6 12 91 4.799
ZMB 2.32 2.10 2.40 2.21 2.42 970.77 6.73 7 45 . .



Cluster analysis: Grouping

Cluster 1 Cluster 2 Cluster 3 Cluster 4
ARG AUS IRL BRA
CHL CAN SWE CHN
GRC DEU USA IND
MEX ESP
POL FRA
PRT GBR
TUR ITA

JPN
NZL
SGP

Cluster GDP per cap GDP growth
Startup proc
register bus

Time to 
register prop Individualism Egalitarianism

1 11272.66 0.761 8.250 36.098 36.103 4.968
2 36024.00 0.902 5.122 25.767 71.507 5.031
3 45312.74 1.548 5.228 18.053 84.981 4.850
4 3545.16 4.508 12.660 33.486 36.538 4.657

Total 24519.14 1.718 7.480 28.795 57.491 4.911

Mean values for variables used to create the clusters. Confirmatory discriminant analysis supports clustering results.



Cluster analysis: Differences in mngmt

Cluster 1 Cluster 2 Cluster 3 Cluster 4
ARG AUS IRL BRA
CHL CAN SWE CHN
GRC DEU USA IND
MEX ESP
POL FRA
PRT GBR
TUR ITA

JPN
NZL
SGP

Cluster Management Operations Monitor Target People
1 2.75 2.75 3.02 2.63 2.63
2 3.01 3.00 3.33 2.96 2.78
3 3.21 3.18 3.47 3.13 3.05
4 2.62 2.28 2.89 2.56 2.56

Total 2.89 2.81 3.18 2.82 2.74

Mean values for management scores (not used for clustering). All differences for all variables between all groups sig. at 
*** using Kolmogorov-Smirnov test for equality of distribution.


