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Management is worse In developing countries
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The tails drive much of the lower developing average

Australia Brazil Canada China
—
g
o 4
France Germany Great Britain Greece
—
£
o 4
India Ireland ltaly Japan
i
o)
o
Poland Portugal Sweden us
—
© I I I I I I I I I I I I I
1 2 3 1 2 3 4 5 1 2 3 4 5 1 2 3 4 5

Firm-Level Management Scores



This raises three linked questions

A What is the impact i if any i of bad management on firm (and
ultimately national) productivity?

A If management does matter, why are some firms badly
managed?

A If management does matter and some firms are badly
managed, what policies could improve management?



To address these guestions we ran management
experiments in India

A Prior research provides evidence that management is
important for productivity

A But hard to confirm causality without field experiments

A Because of the cost of doing field experiments no prior work
with medium or large firms. Only with micro entrepreneurs.

A Our approach has been to work with a small sample of large
firms and collect detailed data across metrics and time



The experiment randomizes a management shock

ASelect 16 plants in Indian fabric firms with ave 250 employees
I Textiles is the largest Indian manufacturing industry
I These firms are big enough to need formalized management

AWithin this group we randomly select eight matched pairs:
I 8 treatment plants, given extensive free consulting
I 8 control plants, given very light consulting

AFirms selected according to
I Size (100 to 1000 employees)
I Location (near Mumbal and within 1 hour of each other)
I Data (have sufficient pre-intervention data)
I Agreement (CEOs & PMs agree to free consulting)



Textile firms in India have similar management
scores to the rest of manufacturing in India

All manufacturing except textiles

o N=424, mean=2.67, sd=0.664 (within SIC2)
It 2 Managenfent scores A 5
- Textiles (SIC2==2), N=96, mean=2.69, sd=0.548
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Management scores



Two stage project timing
A Started with a pilot wave on 6 firms in August 2008

A Started main wave on 16 firms in April 2009

AToday | am going to present data from the pilot wave



This slide deck outlines some preliminary findings

How can better management raise productivity?

A Operational efficiency and safety

A Inventory management
A Quality control
A Monitoring and planning

A People management

Why were these practices not introduced before?



Many parts of the factories are dirty and unsafe
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The factories are also disorganized
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And machinery and tools are not maintained (which

leads to frequent production downtime)
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The treated firms have started to mtroduce basic
|n|tiatives(called 58)
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Worker involved in 5S initiative on
the shop floor, marking out the area
around the model machine

Snag tagging to identify the abnormalities
on & around the machines, such as
redundant materials, broken equipment, or
accident areas. The operator and the
maintenance team is responsible for
removing these abnormalities.



Large volumes of waste was removed from the
factories and oroductivity is slowly rising




Daily labor productivity T one example firm
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Example data from firm A




This slide deck outlines some of the key areas of
management that we are improving in these firms

How can better management raise productivity?

A Operational efficiency and safety

A Inventory management

A Quality control
A Monitoring and planning

A People management

Why were these practices not introduced before?



Inventories were very disorganized, so that firms
typically had more than a year of yarn inventor

AT

Different types/colors of weft
Yarn lying mixed

Yarn without labeling or in any
sort of order



Organizing inventories enables firms to reduce
capital stock and reduce waste (yarn rots)

Stock is organized,
labeled, and entered
into an Electronic
Resource Planning
(ERP) system which
has details of the type,
age and location.

Inventory is now
calculated on a daily
basis as part of the set
of metrics shown to
the factory manager




New stock is ordered by demand forecast. Sales is
also informed about excess stock so they can
Incorporate this in new designs.

Shade cards now
produced for all
surplus yarn. These
are sent to the design
team - which are
typically based in
central Mumbai several
hours drive from the
factory - so they can
utilize in future designs




nventory levels are slowly falling
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Example data from firm A




There was a similar story for spares 1 these could
often not be found or were damaged

No protection to prevent
damage and rust

Spares without any
labeling or order



Organizing spares reduces downtime (since parts
can be located quickly), capital stock and waste

Sidfdecccacosgrsagonain

Nuts & bolts Parts like gears,
sorted as per bushes, etc.
SpeCificationS sorted as per

specifications

A stand made in-house
for storing reeds



