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The challenge of productivity gap and
catchup

GDP per hour worked in 2020 in selected countries
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“The lion’s share of productivity growth in most nations comes not from

changing the sectoral mix to higher-productivity industries, but from all

industries, even low productivity ones, boosting their productivity (...)".
(Atkinson, 2013)
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Motivation

Successful companies do not just invest more, they behave differently.

This “behaviour” inherently is also intangible. And is also in a way
corporate capital.

FOCUS
DRIVE INVESTMENT IN R&D and
COHESION HUMAN CAPITAL INNOVATION PRODUCTIVITY GROWTH
COOPERATION

And laggard companies?
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Motivation

Successful companies do not just invest more, they
behave differently.

Crisise

Offensive strategy Defensive strategy

new markets cut cost, cut employment
new innovative products

push foward, seek solution
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Motivation

PROACTIVE BEHAVIOUR

« ‘“to bring abouf change in their current organisation’
(Brege & Kindstrom, 2020)

- “Making things happen” (Parker et al., 2010)

« expected competifive advantage, market-share
increase, revenue growth (Cater et al., 2019)

REACTIVE BEHAVIOUR

* required reactions to the pressures from the outside /
inside the firm.
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Intangible capital (Corrado et al., 2006)

®/ Computerized information
= Computer software Focused on finding the best

investment-mix, investing more

=  Computerized databases

@ Innovative property

o Science and engineering R&D (costs of new products and new production
processes, usuadlly leading to a patent or license)

= Mineral exploration (spending for the acquisition of new reserves)

= Copyright and license costs (spending for the development of entertainment and
artistic originals, usually leading to a copyright or license)

o Other product development, design, and research expenses (not necessarily
leading to a patent or copyright)

@ Economic competencies

= Brand equity (advertising expenditures and market research for the development of
brands and_trademarks)

= Firm-specific human capital (costs of developing workforce skills, i.e., on-the-job
training and tuition payments for job-related education)

= Qrganizational structure (costs of organizational change and development;
company formation expenses)
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ldentifying proactive/reactive behaviour

1.

Questionnaire

Clustering
(2 clusters)

Separately for
Slovenia and EU

Manufacturing vs.
services

Studied sample for
Slovenia in more

detail (data
availability)

.29 Please indicate which of the following areas ... (max 3 answers possible)

.36 Please indicate to what extent you agree or disagree with the following statements regarding the
sensing and seizing of opportunities by your enterprise. (answer an a 5-point scale, where 1 is
strongly disagree and 5 is strongly agree)

(DIS)AGREEMENT

Q.S?I'Ieme indicate to what extent you agree or disagree with the following statements regarding
of your prise. {answer on g 5-point scale, where 1 is strongly disagree and
5 is strongly agree)

2) Our enterprise encourages regular, systematic communication with
CUSTOMETS, 5 ppiersa’tdotherorgam along the firm's value chain to
i rtunities and needs for innovation

) Our enterprise enters into alliances, joint ventures or strategic co-operation OO0 00

with other organisations

e) Our enterprise supports the internal exchange of knowledge and experience
through teamworking and informal contacts between employees
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Division of companies (SI, N=207)

REACTIVE MANUFACTURING

PROACTIVE MANUFACTURING

69 companies

Value added per employee
38.6 thousand euros

167 employees (Me=67)
Export oriented (55% sales)
Reactive behaviour in the sample

dominant in industries C10, C15, C22,

C23, C26

52 companies

Value added per employee
53.8 thousand euros

361 employees (Me=96)
Export oriented (64% sales, Me=77%)

Proactivity in the sample dominant
in industries C20, C27, C28, C29, C30

_w

REACTIVE SERVICES

RROACTIVE SERVICES

40 companies

Value added per employee
54.4 thousand euros

171 employees (Me=49)
Export oriented (23%, Me=6.8%)
Reactive behaviour in the sample

dominant in industries D35, G46, M71,

M73

46 companies

Value added per employee
64.8 thousand euros

299 employees (Me=50)
jxpor’r oriented (25%, Me=9.7%)

roactivity in the sample dominant in
industries G47, J62, M72
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Division of companies (S, Q36)

MANUFACTURING SERVICES
Reactive Proactive Reactive  Proactive
Strongly Strongly Strongly Strongly
disagree agree disagree agree
1 2 3 4 5 1 2 3 4 5

Scanning for best practices 6] ®
Quick response to
competitors e ®
Change practjces based on
g I?eeo‘back ® ®
Consiﬁler c_onsg uences of ® PY
changing demand
uickly recognize changes in
Q y mg&ets g ° ¢
uickly identify new 6) )
Q op ortun)l[tllc S
Design important in new @ ®
g prggucts
Training © ¢
Employee experience
P yseharinrg)gj ® ¢
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Investment in intangible assets: share of investing
firms by sector & type of intangibles (Sl)

MANUFACTURING SERVICES
Reactive  Proactive Reactive  Proactive
0% 20% 40% 60% 80% 100% 0% 20% 40% 60% 80% 100%
©) ® In-house R&D @ ®
@ ® Purchased R&D @
e ° External knowledge o o

Average inv. in IA as 7% of revenue External training ~ Average inv. in IA as % of revenue

Proactive 10.7 o Proactive 154
Reactive 573 Internal training

Reactive 7.7
° Org./bus.process impr. ® ®
® ® Software & databases e o
@ ® Design e o
® L Reputation & branding ee
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Perceived contribution of intangibles
to firm performance (Sl)

MANUFACTURING SERVICES
To a great
Not at all extent Not at all

1 2 3 4 5 1 2 3 4

(6) ) Turnover 6} o

® ° Profit margin ° °

Skills and qualification
® ° of employees ® ®
® ° Market share e o

o o Overall value of the ° °

enterprise
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Innovativeness (Sl)

MANUFACTURING SERVICES
Reactive Proactive Reactive Proactive
0% 20% 40% 60% 80% 100% 0% 20% 40% 60% 80% 100%

New, significantly improved:

@ o products e o
e o services ® Ps
® ° processes °o o

marketing, strategy, methods

organizational structures,
® ® management methods ® o
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Export share in sales (Sl)

S Export total / Sales
eaclive Export to EU / Sales
] Export elsewhere / Sales

—

MANUFACTURING

Export total / Sales

Proactive Export to EU / Sales
Export elsewhere / Sales
Reactive
|
SERVICES
0% 10% 20% 30% 40% 50% 60% 70%
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Value added per employee distribution of the sample firms, 2015 on

MANUFACTURING: 2015 on .~ SERVICES: 2015 on

Value added by group Value added by group

g 3|
S g
S S
Al
o S
') o
S - S
0.8 g-g
; 58
| <g
<y >0Q
>8 z-
23 | 28]
%C S 8
5 2o
23 S
S g
8 3
o —
T T T T T T
o 0 20000 40000 60000 80000 1000C
T T T T T X
0 20000 40000 60000 80000
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: Proactive: 63.4
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p(2020)= .001

p(2020)= .000
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Value added change (IndeX;g,0/2010: Sl)

149

119
113
111
105
Reactive Proactive Reactive Proactive
MANUFACTURING SERVICES TOTAL
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Proactive behaviour has several positive
Impacts

Intangible |
/ A \\\\§ig. .057

Manufacturing

Log form was

used
Capital
\\\A
Digitalizaton | Value added
x| T Y
v ig. 160 -f---""" Labour

Export orientation -~~~

~
~
~
~
~
~
~

sig. 105 "~ _

~
~
~

“* Proactive behaviour -

Effects
Ln (Value added) Direct Indirect Total
Intangible investment +* - 0.004#
Digital intensity + +
Proactivity + + 0.078***
Export orientation iF it 0.114#
Ln (Capital) S 0.368***
Ln (Employment) HHx 0.630***

Manufaturing sector + +



Division of companies (EU7, N=1796)

REACTIVE MANUFACTURING
591 companies

166 employees (Me=61)
Sales: 47mio euros (Me=12)

Reactive behaviour in the sample
dominant in industries C10, C23,
C24, C25

PROACTIVE MANUFACTURING
487 companies

269 employees (Me=84)
Sales: 56mio euros (Me=16)

Proactivity in the sample dominant
in industries C20, C27

REACTIVE SERVICES

315 companies

215 employees (Me=45)
Sales: 73mio euros (Me=8)

Reactive behaviour in the sample
dominant in industries G46

= F |I I.- 4
University of Littbliana

PROACTIVE SERVICES

403 companies

342 employees (Me=50)
Sales: 66mio euros (Me=7)

Proactivity in the sample dominant
in industries J62, M72, M73
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Division of companies (EU7, Q36 - opportunities)

MANUFACTURING SERVICES
Strongly Strongly Strongly Strongly
disagree agree disagree agree
1 2 3 4 5 ] 2 3 4 )
C) ° Scanning for best practices @ P
Quick response to
® ® competitors @ ®
Change practjces based on
e o 9¢ Reedback e o
® ° Consiﬁler consequences of ® °
changing demand
(6} ° uickly recognize changes in
Q y mg&ets g ° ¢
® ® Quickly identify new @ °
opportunities
® ® Design important in new ® °
g prggucts
° ¢ Training © ¢
(6} ° Employee experience
P yseharln% ° ¢
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Division of companies (EU7, Q36 - opportunities)

MANUFACTURING SERVICES
Reactive Proactive Reactive  Proactive
Strongly Strongly Strongly Strongly
disagree agree d sagree agree
1 2 3 4 5 1 3 4 5
] ° Scanning for best practices e P EU7
Quick " It . . .
° ¢ “Competiiors *~— (absolute difference: Proactive — Reactive)
oo Change pfreaeccﬂjcae&based on o e M f ) S i
® ° Consider consequences of anu aCturlng ervices
changing damand. o *
e ° Quickly recnqgm%?schanges in ® ° S ] f b ]
o e Quickly identify new o e canning for best practices 0.95 0.82
opportunities
¢ * Design important n new ° Quick response to 0.93 0.89
¢ ¢ Training ° * competitors ' '
° ] Employ§ea$ﬁr%erience ™ P

Change practices based on

feedback 0.55 0.67
Corscercorseqencss ol o0 a7
g:irilgérecognize changes in 0.83 0.81
FI?r(::)sc,jigu]gtismportant in new 113 117
Training 1.09 0.97
Employee experience sharing 0.93 0.90
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Division of companies (EU7, Q36 - opportunities)

MANUFACTURING SERVICES

Reactive Proactive Reactive  Proactive

Strongly Strongly Strongly Strongly
disagree agree disagree agree
1 2 3 4 5 1 2 3 4 5
] ° Scanning for best practices ° °
° ° Quick resgf nse to
compefitors e ]
—o Change pflé%cég:ae&based on o e
o e Conerconssgiencpsof o .
°® ° Quickly recrggm;é?schanges in ® ° EU7
o o Quigkly identy new e e (absolute difference: Proactive — Reactive)
’ ’ e gt e °t Manufacturing  Services
@ ® Training @ hd
° ] Employ&eatralxr%erience ™ P
Denmark 0.78 0.88
Finland 0.65 0.74
France 0.89 1.06
Germany 0.88 0.71
Greece 0.92 0.86
Slovenia 0.91 0.92
UK 1.07 0.91
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Division of companies (EU7, Q37 — knowledge sources)

MANUFACTURING SERVICES
Reactive Proactive Reactive  Proactive
Strongly Strongly Strongly Strongly
disagree agree disagree agree
1 2 3 4 S | 2 3 4 5

Communication to |ger}tn;y
) ° opportunities /.nee
Innovation

@ ® Screening of knowledge @ ®
environment

@ ® Alliances, joint ventures, ® ®
strategic ‘co-operation

e e Collaborative research with @ o
universities

@ ® Internal e cgange of @ ®
knowle

® o Joint innovation e o

Exchange ideas openly
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Division of companies (EU7,

MANUFACTURING

Reactive

Proactive

Strongly
agree

Coponnieation o ldentty
innovation

Screemrﬁ of knowledge
environment

Allgar}ces.jointvent res,
strategic co-operation

Collaborative research with
universities

Internal exchange of
knou&ﬁe‘gigeg
Joint innovation

Exchange ideas openly

Strongly

disagree

1

SERVICES

Reactive

(S

Proactive

Q37 — knowledge sources)

EU7

(absolute difference: Proactive — Reactive)

Communication to identify
opportunities / needs for
innovation

Screening of knowledge
environment

Alliances, joint ventures,
strategic co-operation

Collaborative research with
universities

Internal exchange of
knowledge

Joint innovation

Exchange ideas openly

Manufacturing

0.96

1.15

1.08

1.21

1.06

1.29

1.00
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Services

0.93

1.08

1.23

1.21

1.01

1.36

0.97



Division of companies (EU7, Q37 — knowledge sources)

MANUFACTURING SERVICES
Reactive Proactive Reactive  Proactive
Strongly Strongly Strongly Strongly
disagree agree disagree agree
1 2 3 4 5 1 2 3 4 5
EU7
o . %%’Sg"qfﬁhgéigglﬁggae?"P o e (absolute difference: Proactive — Reactive)
™ ™ Screenin ning. o; knogvledge ° . Manufactu ring Services
o Alpgegh BrAESS © e
Denmark 1.15 0.93
o ] Collaborative research with ® L]
universities
® ° Internal e)ﬁcl&ange of ° . Finland 1.05 1.00
® L Joint innovation ® .
° ° Exchange ideas openly . - France 111 1.14
Germany 1.02 1.08
Greece 1.19 1.19
Slovenia 0.92 1.05
UK 1.19 1.20
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Investment in infangible assets: share of investing

0%

firms by sector & type of infangibles (EU7)

MANUFACTURING

Reactive  Proactive
20% 40% 60% 80%
5} °
(5] ®
e o
e o
e ®
e o
e e
e °
@ °

100%

SERVICES
Reactive  Proactive
0% 20% 40% 60% 80%
In-house R&D @ °
Purchased R&D e o
External knowledge o e
External training e
Internal training @ ®
Org./bus.process impr. e o
Software & databases ® o
Design e o
Reputation & branding e o
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Investment in intangible assets: share of investing
firms by sector & type of infangibles (EU7)

MANUFACTURING

Reactive  Proactive

In-house R&D
Purchased R&D
External knowledge
External training
Internal training
Org./bus.process impr.
Software & databases
Design

Reputation & branding

SERVICES

Reactive  Proactive

(EaltJ)Zolute difference in % points: Proactive — Reactive)
Manufacturing Services
In-house R&D 22 21
Purchased R&D 18 10
External knowledge 12 8
External training 9 3
Internal training 16 17
Org./bus. Process impr. 15 14
Software & databases 14 10
Design 21 15
Reputation & branding 16 13
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Investment in intangible assets: share of investing
firms by sector & type of infangibles (EU7)

MANUFACTURING SERVICES

, _ ‘ _ Denmark
Reactive Proactive Reactive  Proactive (absolute difference in % points: Proactive — Reactive)
. . I house RED . . Manufacturing Services
® Y Purchased R&D o e | h R D
e e External knowledge ee n-house & 4 23
e e External training ®» P h d R&D
® ° Internal training ® ] urchase 4 14
e e Org./bus.process impr. e e External knowledge -7 9
e e Software & databases L
@ [ ] Design [ ] [ ] ..
External trainin
® L Reputation & branding e o g -8 -11
Internal training 14 18
Org./bus. Process impr. 6 5
Software & databases 4 7
Design 19 9
Reputation & branding 21 2
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Investment in intangible assets: share of investing
firms by sector & type of infangibles (EU7)

MANUFACTURING

Reactive  Proactive

In-house R&D
Purchased R&D
External knowledge
External training
Internal training
Org./bus.process impr.
Software & databases
Design

Reputation & branding

SERVICES F| n | an d

(absolute difference in % points: Proactive — Reactive)

Reactive  Proactive

. Manufacturing Services
: .‘ In-house R&D 23 18
. ': Purchased R&D 33 8
° .'. External knowledge 2 24
° : . External training 17 5
Internal training 28 6
Org./bus. Process impr. 14 11
Software & databases 19 15
Design 17 25
Reputation & branding 10 31
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Investment in intangible assets: share of investing
firms by sector & type of infangibles (EU7)

MANUFACTURING SERVICES

France
Reactive Proactive Reactive Proactive (absolute difference in % points: Proactive — Reactive)
. . I house RED . . Manufacturing Services
® Y Purchased R&D o e | h R D
e e External knowledge ee n-house & 27 17
e e External training ®» P h d R&D
® ° Internal training ® ] urchase 16 8
e e Org./bus.process impr. e e
e e Software & databases e e EXternal knOWIedge 18 -1
° 0 ° Desian °© External training 4 1
® L Reputation & branding e o
Internal training 8 10
Org./bus. Process impr. 10 3
Software & databases 10 9
Design 30 7
Reputation & branding 1 8
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Investment in intangible assets: share of investing
firms by sector & type of infangibles (EU7)

MANUFACTURING

Reactive  Proactive

In-house R&D
Purchased R&D
External knowledge
External training
Internal training
Org./bus.process impr.
Software & databases
Design

Reputation & branding

SERVICES Germ any

(absolute difference in % points: Proactive — Reactive)

Reactive  Proactive

. . Manufacturing Services
: .' In-house R&D 40 28
. ': Purchased R&D 12 4
¢ .'. External knowledge 1 8
¢ : . External training 10 5
Internal training 18 14
Org./bus. Process impr. 27 17
Software & databases 27 )
Design 24 27
Reputation & branding 19 18
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Investment in intangible assets: share of investing
firms by sector & type of infangibles (EU7)

MANUFACTURING SERVICES

Greece
reactive Proactive reactive Proactive (absolute difference in % points: Proactive — Reactive)
e I -house R&D . Manufacturing Services
® . Purchased R&D e e
° o External knowledge oo In-house R&D 28 27
R, o 20 17
R 2 2
.. vt tois o @ External training 13 9
Internal training 17 7
Org./bus. Process impr. 24 3
Software & databases 0 1
Design 3 7
Reputation & branding 14 1
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Investment in intangible assets: share of investing
firms by sector & type of infangibles (EU7)

MANUFACTURING

Reactive  Proactive

In-house R&D
Purchased R&D
External knowledge
External training
Internal training
Org./bus.process impr.
Software & databases
Design

Reputation & branding

SERVICES
UK

Reactive  Proactive

(absolute difference in % points: Proactive — Reactive)

. . Manufacturing Services
: .' In-house R&D 14 7
. ': Purchased R&D 28 6
° .'. External knowledge 29 12
° : . External training 18 11
Internal training 4 27
Org./bus. Process impr. 4 29
Software & databases 12 4
Design 11 -2
Reputation & branding 8 24
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Use of digital solutions (EU7)

MANUFACTURING SERVICES
Reactive Proactive Reactive  Proactive
To a great
Not at all extent Not at all
1 2 3 4 5 1 2 3

Digital integration within and across
@ [ different business functions @ [ ]

Access to and ability to use data
@ ® analytics to design, develop, @ L
commercialise and improve products

[0) Y Access to networks and the use of @ Y
appropriate solutions and architectures

® ® Effective management of privacy and e
cybersecurity risks

@ ® Adoption of appropriate business ® ®
models for digital environments

[5) o Conducting R&D of new products [5) Y
and services

@ Y Providing seamless connection @ Y
e L Carrying out pre-sale interactions ) L
with existing or potential customers

@ o Providing customer services @ o
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Innovativeness (EU7)

MANUFACTURING SERVICES
Reactive Proactive Reactive  Proactive
0% 20% 40% 60% 80% 100% 0% 20% 40% 60% 80%

New, significantly improved:

® @ services ® ®
Py ® products PY ®
o o processes e o
o o marketing, strategy, methods o o
organizational structures,
® ® management methods e o
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Perceived conftribution of intangibles
to firm performance (EU7)

SERVICES
MANUFACTURING
To a great To a great
Not at all extent Not at all extent
1 2 3 4 5 1 2 3 4 5
® ® Turnover ® °
Profit margin
(6} ° e o
Skills and qualification
® ® of employees ® ®
® ° Market share ® ®
° ° Overall value of the ° °

enterprise
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Implications

Firms differ in their behaviour — proactive behaviour seeks to

identify and exploit opportunities etc., to make things happen

Proactive behaviour is also inherently intangible and firm

specific

Results show that proactive firms invest more in intangible

capital, are more innovative and focus more on technology

In Slovenia:

« more proactive firms are also more export oriented (push
factors tfowards proactivity¢)

« more proactive firms perform better

Consequently, to catch up, firms should change their
behaviour and acknowledge that “business as usual” is not the

best strategy
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