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Background Data Empirical Strategy Results Conclusion

Motivation

Mozambique has seen two decades of continued positive GDP growth.
Nevertheless, productivity remains low.

There is evidence that lacking firm capabilities drag down growth:

• Most of the observed productivity growth was due to on-going structural
transformation, movement of capital and workers into higher value-added
sectors, but not by growth of productive firms. (World Bank 2018).

• Mozambique scores low in terms of measures of firm capabilites: it ranks
137 out of 138 in the World Economic Forums’ Global Competitiveness
Index and 148 out of 157 in the World Bank’s Human Capital Index.

• In the World Management Survey, Mozambique was the country with
the lowest adoption of business practices. (Lemos & Scur 2014)

This paper builds further on this evidence, by highlighting how managerial
practices and skills influence firm performance.
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Earlier results from the World Management Survey (1)

Source: Lemos & Scur 2014
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Earlier results from the World Management Survey (2)
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Earlier results from the World Management Survey (3)
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World Bank’s Enterprise Surveys

The analysis relies on representative data collected by the World Bank
Enterprise Survey in 2018, covering 650 formal firms with five or more
employees.

The 650 firms were randomly sampled from the enterprise census compiled by
the national statistical agency (Instituto Nacional de Estatistica), stratifying by:

• region (Cabo Delgado, Nampula, Zambézia, Tete, Manica, Sofala and
Greater Maputo),

• by firm size (5-19, 20-99, 100+), and

• by industry (mining and quarrying, food and beverages,
metals/machinery/computers/electronics, other manufacturing, tourism,
retail and other services).

The data is freely available through www.enterprisesurveys.org.
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Measuring management practices

Operations Over the last fiscal year, what best describes
what happened at this establishment when a
problem in the production process arose?

Monitoring Over the last complete fiscal year, did this
establishment monitor any performance indicators?

Over the last complete fiscal year, how many
performance indicators were monitored at this
establishment?

Target-setting Over the last complete fiscal year, did this
establishment have production targets?

Over the last complete fiscal year, what best
describes the time frame of production targets
at this establishment?

Over the last complete fiscal year, how easy or
difficult was it for this establishment to achieve
its production targets overall?

Over the last complete fiscal year, who was aware
of the production targets at this establishment?

People
management

Over the last complete fiscal year, did this
establishment have performance bonuses for
managers that were based on production targets?

Over the last complete fiscal year, what were
managers’ performance bonuses mostly based on?

Over the last complete fiscal year, what was the
primary way non-managers were promoted at this
establishment?

Over the last complete fiscal year, when was an
under-performing non-manager reassigned or
dismissed?

Data on management practices
was collected through a subset of
questions from the Management
and Organizational Practices
Survey (MOPS).
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Measuring worker and management skills

Five questions were included on worker and management skills, based on the
World Bank Enterprise Skills Survey, which has been conducted in Tanzania
(Tan, Bashir & Tanaka 2016) and Zambia (not yet published).

Table: Worker and management skills questions

Education and
training

What is the highest level of education completed
by this establishment’s top manager?

What percentage or how many of the full-time permanent
workers completed secondary school?

What percent of this establishment’s permanent full-time
employees employed at the end of the
last complete fiscal year had a university degree?

Over the last complete fiscal year, did this establishment
have formal training programs for its permanent, full-time
employees?

Referring to the training programs run over the last
complete fiscal year, what percentage of permanent,
full-time employees of the following categories received
formal training?
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Empirical Strategy

Following Bloom, Schweiger & Van Reenen (2012), we include management
practices and skills in the production function regression:

Yi = α0 + α1li + α2ki + α3ni + α4Mi + α5Si + α6Zi + µi (1)

Regressions of labor productivity are estimated using a similar model:

Yi

li
= α1 + α2ki + α3ni + α4Mi + α5Si + α6Zi + µi (2)
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Descriptive statistics
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Management practices compared with other countries (1)

The Enterprise Survey data confirms the earlier finding from the World
Management Survey that the adoption of management practices is among the
lowest.
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Management practices compared with other countries (2)
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Firm capabilities as driver of performance

A one standard deviation increase in...

• management practices is associated with an increase of 63 percent increase in
sales per employee.

• skills is associated with a 38 percent increase in sales per employee.
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Other measures of success

Firm capabilities are positively associated with other measures including
number of employees, the likelihood of having innovative practices such as
developing new products and processes, exports and profits:
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Heterogeneous effects

The relationship between management practices and firm performance is similar for
large versus small firms, young versus old firms, female versus male majority owned,
and whether a firm is foreign-owned or not.

For exporting firms, the relationship is stronger:
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Oaxaca-Blinder decomposition: do returns differ?

Management practices explain a large extent of differences seen between
groups of firms:
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Returns compared with other countries
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Conclusion

These results suggest that firm capabilities are indeed a key driver of productivity in
Mozambique.

Management practices are among the lowest in the sample of countries, but a one SD
increase is associated with an increase of 63 percent in sales per employee.

This indicates a rationale for interventions aimed at improving supply and demand:

• Supply: improving firm operations (e.g. through consulting), skills (few firms
conduct formal training), technology adoption (see Cirera & Maloney 2017)

• Demand: pursue linkages to more productive firms (following Atkin, Khandelwal
& Osman 2014)

At the same time, improving the business environment and competitive pressures
remains key.

Policy can further benefit from focusing on particular groups (e.g. women
entrepreneurs) with low scores but high returns.
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