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Consulting and business training programs increased the use of management best practices which improved productivity among

small, medium, and large firms. More research is needed to understand why firms do not choose to use these services

themselves.
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Summary

Economists have long identified large differences in productivity between countries and between firms. One potential explanation

for the persistent gap is that some firms have better management practices than others. Observational data find that firms that

invest in management best practices experience improved productivity [7]. If management practices play an important role in

firm growth, then giving firm owners access to subsidized business training services and consulting could be one way to support

their growth. Business training programs tend to teach standard best practices in a classroom setting, such as record keeping and

conducting market research, while consultants work closely with firms to identify areas for potential improvement and to support

the implementation of recommended actions.

Results from five randomized evaluations targeting firms with more than five employees found that consulting and business

training programs often increased firm productivity, sales, profits and likelihood of survival. In contrast, results from a separate

review of 22 randomized evaluations on microenterprises (businesses with less than five employees) found that business training

did not necessarily translate to changes in profits. Given the impacts on firm performance from business training and consulting

programs on larger firms, an open question that remains is why firms choose not to use these programs or hire consultants

themselves. Time constraints and uncertainty about the benefits seem to decrease firms’ use of the services. More research is

https://www.povertyactionlab.org/policy-insight/teaching-business-skills-support-microentrepreneurs
https://www.povertyactionlab.org/policy-insight/teaching-business-skills-support-microentrepreneurs


needed to understand how to encourage more providers to offer these services and how to encourage firms to use them.

  Mexico India Tanzania Vietnam Colombia

Business practices ↑ ↑ ↑ ↑ ↑
Productivity ↑ ↑ ↑ ↑ —

Business performance (Profits

or Sales)
— No data ↑ ↑ —

Job Creation ↑ — — — ↑



Note: Green (red) arrows represent statistically significant positive (negative) differences in outcomes between the treatment and

comparison groups at the 90 percent confidence level or higher, dashes represent no statistically significant difference. See below

for more details.

Supporting evidence

Four evaluations found that business training and consulting programs increased productivity, because firms applied

many of the management practices that the programs recommended. However, not all the practices that were

recommended were applied. Instead, firms used those that were thought to have the quickest impact on their profits, such as

marketing efforts [2],  [3],  [4],  [6],  and the use of formal accounting practices [3],  [4],  [6]. For example, firms in Colombia were

offered consulting either individually or as a group to improve their processes in logistics, human resources, finance, marketing

and sales, and production. Consulting increased the use of management practices by 8 to 10 percentage points (14 to 18 percent

increase), with the largest improvements seen around defining strategic goals and objectives and the smallest improvements in

human resource practices. The demonstration aspect of consulting programs may have been key to the successful adoption and

application of management practices.

Despite large gains in productivity, take-up of consulting and business training programs was low in some contexts,

driven in part by uncertainty about the potential benefits of adopting new practices [1],  [3],  [5]. For example, in one

evaluation in India, only 50 percent of large-scale textile firms agreed to commit senior management time to a consulting

program despite the service being offered for free. The consulting program went on to generate an estimated 17 percent increase

in productivity in the first year for participating firms [1], . To understand why firms did not use consulting or business training

services despite large potential increases in productivity, researchers conducted follow-up surveys in three randomized

evaluations [1],  [3],  [6]. Financial constraints, time constraints (particularly from senior management), and uncertainty about

potential benefits to adopting business best practices were commonly cited reasons for low demand.

In line with firms’ uncertainty about potential benefits, firm owners experimented with implementing business best

practices, and the benefits to consulting and business training programs increased over time. Four evaluations found that

impacts on firm outcomes were larger in the medium to long run (two to five years later) compared to in the short run (one year

later) [1],  [2],  [3],  [4],  [5]. Firm owners first tested new practices before gradually rolling them out across the firm. Over time, as

business performance improved, more complex improvements were then introduced. Practices that were not implemented or

were discarded over time were reportedly due to the perception that it was not useful. This suggests that while firm owners may

initially be skeptical about the benefits of implementing recommended practices, they incorporate the changes as the benefits are

realized. More research is needed to understand how to effectively communicate the potential benefits of training and whether

this can affect firms’ decision to engage with the market for business training services.

a. Abdul Latif Jameel Poverty Action Lab (J-PAL). 2019. "Teaching Business Skills to Support Microentrepreneurs." J-PAL Policy

Insights. Last modified Dec 2019. https://doi.org/10.31485/pi.2573.2019

b. In Tanzania and Vietnam, the authors used value added as an alternative way to measure productivity and sales. Mexico:

Management consulting services had no impact on the number of workers one year later. However, using administrative data,

researchers found large increases in the number of employees five years after the consulting program.
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