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What Is “Productivity”? 
From TCB’s recent productivity report (and corresponding brief) 
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https://www.conference-board.org/publications/publicationdetail.cfm?publicationid=2967
https://www.conference-board.org/retrievefile.cfm?filename=The-Conference-Board-2015-Productivity-Brief.pdf&type=subsite


Why It Matters to Business 
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(Net Operating Surplus) 



But productivity growth has been slowing… 
(from OECD’s new report on “The Future of Productivity”) 
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http://www.oecd.org/economy/the-future-of-productivity.htm


OECD’s basic point: need dynamism and diffusion to 
get the “frontier” to “bring up the rear” 
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Frontier firms doing well, but strong performance isn’t catching 
on with the rest—which relates to inequality trends… 
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the growing sector 



Firms at frontier are getting older  
(and gap w/ non-frontier shrinking)… 
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…and less innovation and general “dynamism” 
at that productivity edge… 
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(Knowledge-Based Capital) 
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OECD down on “small and old” firms… 
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(out of small firms w/ <50 employees) 

Small firms’ 
share of 
country’s total 
employment 



OECD suggests old and small firms are “stale” and 
symptomatic of lack of dynamism in industry… 
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(Old ones are the squares; note US looks relatively good on this score.) 
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We do have a prime 
example of an old but 

large “frontier” 
business… 



OECD: factors that matter in diffusion of 
productivity from global frontier… 
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Greater spillovers 

Lesser spillovers 



OECD “policy factors” that matter… 
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Greater spillovers 

Lesser spillovers 



US actually does pretty well on these policy variables.   
For example, basic research… 
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We could improve collaboration between firms 
and universities though… 
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OECD: “skill mismatch” a big part of the 
misallocation problem (“trapped talent”) 
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OECD: “Over-skilling” more concerning than “under-skilling” 

19 



But again, US policy environment relatively good 
at avoiding skill mismatch… 
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Worse mismatch 

Lesser mismatch/ 
better outcomes 



OECD’s Policy Recommendations 
to Sustain Productivity Growth 

• Product market reforms and 
bankruptcy laws that do not 
excessively penalize failure 

• Policies that do not impede labor 
mobility 

• Public investment in basic research 

• A level playing field that does not 
favor incumbents over entrants 
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Key insights from the OECD study that relate 
strongly to CED’s public policy research: 

• “[T]here is much scope to boost productivity and reduce inequality by 
better allocating skills to jobs and fostering the growth of the more 
productive firms in general.” 

• “[I]t is crucial that young firms are able either to grow rapidly or exit.  If 
they linger too long, resources are wasted.” 

• “The primary reforms that promote firm growth are those that make 
product markets more competitive.” 

• “Three key channels emerge through which policies can raise 
productivity via a more efficient allocation of resources and in particular 
human talent”: 
– Policies that promote efficient firm exit 
– Policies that make labor mobility smoother 
– Adult learning policies 
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…and relate to TCB recommendations:  
“How Can Business Reverse the Productivity Slowdown?” 

• Understand that the workforce matters 
most. 

• Realize that innovation isn’t free. 

• Let management lead productivity. 

• Accept that competition will spur 
productivity. 
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…and relate to a blog that Bob Litan, CED research 
advisory board member, recently wrote in the WSJ: 
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…which will be up on our CED blog later this week! 

(LAST ONE!) 

http://blogs.wsj.com/washwire/2015/07/07/missing-ingredients-for-economic-growth/

