Economic Growth II:
Technology, Empirics, and Policy
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Case Study: Good Management as a Source of Productivity

An influential study by Nicholas Bloom and John Van Reenen
documents the importance of good management, as well as some of the
reasons that not all firms have it. Bloom and Van Reenen began by surveying
732 medium-sized manufacturing firms in four nations: the United States, the
United Kingdom, France, and Germany.

Perhaps not surprisingly, Bloom and Van Reenen report substantial
heterogeneity in the quality of management.
If good management leads to all these desirable outcomes, why don’t

all firms adopt the best practices? Bloom and Van Reenen offer two
explanations for the persistence of bad management.

e The first is the absence of competition.

* A second explanation for the persistence of bad management is
primogeniture — the tradition of some family-owned firms to appoint as
chief executive officer (CEQ) the family’s eldest son.
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