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What is the effect of exposing motivated youth to firm management in practice? To answer this 
question, we place young professionals for one month in established firms to shadow middle 
managers. Using random assignment into program participation, we find positive average effects 
on wage employment, but no average effect on the likelihood of self-employment. Simulating 
counterfactual mechanisms to assign interns to firms, we find that some assignment mechanisms 
substantially outperform random matching in generating employment and income effects. 

 

Introduction 

Good management is both important and scarce in developing countries. Differences in structured 
management practices are associated with productivity differences in firms throughout the size distribution, 
and firms in the developing world tend to have the worst management practices (Bloom and Van Reenen, 
2007; McKenzie and Woodruff, 2017). Management also matters at the individual level (Bandiera, Hansen, 
Prat, and Sadun, 2017): managers who are not effective leaders of their organizations may forego productive 
investments (Atkin, Chaudhry, Chaudry, Khandelwal, and Verhoogen, 2017) or fail to recruit the most 
productive workers (Abebe, Caria, and Ortiz-Ospina, 2017). Less is known about how future managers are 
made. 

In this paper, we report results from a novel experiment. We create a new institution to match and place highly 
educated young professionals inside established medium and large firms where they spend a one-month 
‘management experience’. Management placement is a potentially valuable way of learning and diffusing 
managerial capital, particularly in a developing country context. We act as market maker by identifying a 
suitable population of firms and a pool of early-stage young professionals and by matching the professionals 
with internships in firms. 

Addis Ababa is an excellent location to test this sort of program. The Ethiopian economy has been growing 
steadily over the last two decades, admittedly from a very low initial level. The country is landlocked and has 
a large population, creating a captive market for locally produced goods. With no colonial legacy but a recent 
history of socialist rule, the country has few established foreign investors and suffers from a shortage of large, 
well-managed firms, although things are changing. The experimental sample is drawn from a highly educated 
sub-population. Host firms are representative of businesses in Addis Ababa and surroundings, and operate in 
different sectors, at different scale, and with different management practices. 



 

 

Methodology 

We use two different assignment mechanisms in our experiment — each of which facilitates a different kind 
of causal estimation. First, we use random assignment to select which participants enter the program and 
which are assigned to the control group. This allows us to the estimate average treatment effect of being 
invited to the program. We evaluate the impact on young professionals’ labor market outcomes, and on their 
management skills, attitudes, and practices. On average, we find that offering a management placement to 
highly educated and motivated young Ethiopians increases their success in obtaining a good permanent wage 
job and increases their hours and earnings in wage employment. It has no average effect on their propensity 
to run a firm on their own, and no significant effect on the profits of firms run by this group. Respondents — 
whether self-employed or not — report an increased confidence in their management abilities along several 
dimensions that is consistent with the tasks that the average participant would have completed. Table 1 below 
summarizes the effect on main outcomes both in self-employment and wage employment. 

 

Table 1: Main outcomes on employment 

Note: In this table we report the intent-to-treat estimates of the placement on primary employment outcomes. Below each 
coefficient, we report a standard error in parenthesis, a p-value in brackets, and a q-value in curly braces. Standard errors allow for 

clustering at the level of the individual. q-values are obtained using the sharpened of Benjamini, Krieger and Yekutieli (2006). We 
denote significance using * for 10%, ** for 5% and *** for 1%. 

 

To serve our research objective while illustrating the usefulness of the experimental design, we test the causal 
effect of assignment to a host firm with good management practices. We do this by recovering the differential 
effect of being assigned to a high-management firm as a function of the propensity of being assigned to a high-
management firm. We find striking heterogeneity in self-employment effects but almost no heterogeneity on 
wage employment. Specifically, we find a positive effect on self-employment of being matched to a high-
management firm. Furthermore, this effect is higher and significantly different from zero for participants who 
have a high propensity of being assigned to a high-management firm – that is, those who rank high-
management firms highly and are highly ranked by them. For these subjects, assignment to a high-
management firm increases the probability of self-employment by 3-4 percentage points relative to 
assignment to a low-management firm. 

More technically, these results beg an important follow-up question: given that treatment effects are 
heterogeneous based on the identity of both host firm and individual participant, is there any value in, like we 



 

 

did, using a firm-proposing matching algorithm1 to match interns and firms? Or would an alternative algorithm 
be more effective? Figure 1 shows that under the firm-proposing matching algorithm firms on average have a 
more preferred matching than interns, and that both can expect to have a significantly better match than 
under random assignment. With an intern-proposing algorithm interns would be expected to have better 
matches than firms instead. 

 

Figure 1: Deferred acceptance algorithm: summary of assignment 

Note: This figure reports the performance of the firm-proposing DA algorithm in terms of 
allocating preferred counterparts to interns and firms. We report, for each quintile of the 
normalized rank, the fraction of firms and interns that are assigned a counterpart they rank 

within this quintile. Random assignment would result in bins of 20% each on average, 
denoted by the dashed line. 

 

To compare matching algorithms, we extend the propensity score method to simulate counter-factual 
assignment mechanisms. This is achieved by comparing the propensity scores obtained under our design with 
those obtained under alternative mechanisms through simulations. We find that firm-proposing deferred 
acceptance substantially outperforms random matching in generating employment income effects. But we 
also find that higher employment income effects would have been generated by using an algorithm based on 
an intern-proposing matching algorithm. This result suggests that an assignment mechanism that respects the 
preferences of the treated can improve their welfare. 

 

Policy impact 

Our experiment is important in informing the direction of future policy on enterprise growth in Ethiopia. 
Ethiopian policymakers are very concerned with generating enterprise growth in their pursuit of industrial 
development, and receptive to innovative ways of improving firm growth and performance. Management is 

 
1 A firm-proposing matching algorithm has firms sequentially proposing to match with interns and can be shown to theoretically 
result in a stable matching that is optimal for firms. The intern-proposing matching algorithms result in a match that is optimal for 
the interns. 



 

 

currently not a prominent member of the set of policy areas that feature in the discussion among experts and 
the public. Our research has the potential to change this, and to focus attention increasingly on the importance 
of managers, management styles, and their matching to firms. This could potentially inform both public policy 
and HR policies taken by individual firms or strategies adopted by industry associations. 

 

Moving forward 

The next phase is to conduct a 36- and 48-month follow-up of the current experiment. The 36-month follow-
up is currently in the field and will help us understand the long-term effect of our intervention. 

Alongside the follow-up, we are conducting novel experiment with the same sample to provide for direct 
elicitation of both managerial skills and firms’ preferences over those skills. The experiment therefore offers a 
direct measure and decomposition of heterogeneity in management styles and preferences. Second, our 
mechanism provides evidence regarding the matching of managerial skills to firms. Based on our results in this 
paper, understanding how firms are matched with managers of different management styles is a pre-requisite 
for formulating policies to improve the efficiency of manager-firm matching. 

Our results have important implications for the design of field experiments. Treatment effects can be 
purposefully affected by the mechanism by which treatment type is assigned within the treatment group (in 
our case, the assignment of interns to firms). We demonstrate how researchers can evaluate the payoffs from 
a class of counterfactual assignment mechanisms without resorting to additional experimentation. In our 
particular application, the results suggest that an assignment mechanism that respects the preferences of the 
treated can improve their welfare. 
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