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Appendix A: Descriptive analysis
An alternative measure of social capital: Days not worked
An alternative measure of social capital is the number of days per year and per worker not worked because of strikes, which we take to reflect the average degree of tension in the workplace. Two period averages are provided by the International Labour Organization (ILO), one for 2000-2009, the other for 2010-2019. For our estimation, we use the average of the whole 2000-2019 period. Unfortunately, this information is missing for seven countries in our main sample: Czech Republic, Greece, Italy, Luxembourg, Slovakia, Sweden and the US. Therefore, we can only use it on a subset of our sample.
Chart A1: Number of days not worked, per year and worker
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Tab A1: Country level variables[footnoteRef:1] [1:  In this table as in our main estimated specification we use absolute values for the trust, EPL and management quality indicators expressed on a scale between 0 and 1. The Days not worked variable is expressed in terms of the average number of days per year.] 

All the values of these variables are presented in the Charts 3A, 3B and A1
	
	Trust
	EPL
	Management
	Days not worked

	Min
	0.37
	0.07
	0.41
	0.02

	Median
	0.54
	0.36
	0.50
	0.18

	Average
	0.53
	0.37
	0.50
	0.34

	Max
	0.69
	0.53
	0.57
	1.21

	Nbr. of countries
	19
	19
	8
	12



Tab A2: Country-industry-year level variables (logs)
	
	Labour productivity per hour
	Total capital per hour
	Intangible intensity

	Min
	0.003
	0.010
	0.005

	p10
	0.025
	0.027
	0.022

	Q1
	0.036
	0.041
	0.058

	Median
	0.051
	0.074
	0.146

	Average
	0.062
	0.143
	0.204

	Q3
	0.072
	0.140
	0.300

	p90
	0.121
	0.316
	0.483

	Max
	0.383
	1.548
	0.879

	Obs.
	6 603
	6 603
	6 603





Appendix B: Robustness analysis
In this appendix, we perform several robustness checks. 
First, we use the same specification as in column (4) of Table 2 on 10 000 subsamples, each containing two-thirds of the observations of our main estimation sample, drawn at random. Chart B1 shows the corresponding subsample distribution of the estimated effect of Trust * Intangible intensity. The mode of this distribution is close to the estimation results in column (4) of Table 2 and most of the estimated parameters are between 0.3 and 0.4.
Table A1 shows that our main estimation results (Table 2 column 4 of the main text), reported in col. 1, are robust to the use of lagged explanatory variables. Table B2 then shows the estimated effects of Trust/EPL/Management * intangible intensity when using the industry-year average intangible intensity instead of country-industry-year intangible intensity. The aim is to attenuate the endogeneity of the intangible intensity. This specification is close to the seminal Rajan and Zingales (1998) industry level difference-in-difference approach, which allows to test whether the effect of a variable (here Trust or EPL) depends on a key industry characteristic, thus providing some insight into causality. Table B2 shows that our estimation results are very robust to this specification. 
Table 3 in the main text shows estimates of the mediating role of management quality. Table B3, columns (1) to (4), shows the estimation results when EPL*Intangible intensity is included among the explanatory variables. The estimation results are very close to the results of Table 3. We find a negative effect of EPL*Intangible intensity, but not always statistically significant. In Table B3, columns (5) to (7), EPL*Intangible intensity is no longer among the explanatory variables, but is still used as an instrument. Therefore, we have two instruments for the variable Management*Intangible intensity and we can perform a Sargan test. According to this test and the weak instrument test our instruments are valid when both the intangible intensity and the management quality are instrumented.
Table B4 shows estimation results when using an alternative measure of social capital, the number of “days not worked” because of strikes, instead of the variable Trust. We find a negative significant impact of “days not worked” * Intangible intensity, as expected, and the Management*Intangible intensity effect is strongly robust to the use “days not worked” as an instrument. However, according to the Sargan test this instrument is not exogenous.



Chart B1: Subsampling 
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Table B1: The mediating role of trust, robustness to lagged explanatory variables
Dependent variable: Labor productivity per hour (log)
Estimator: IV - Instrument: Trust*German intangible intensitya
	
	(1)
	(2)

	
	
	

	Total capital per hour (log)a
	0.282***
	0.276***

	
	[0.0105]
	[0.0105]

	Trust * Intangible intensity (log) a
	0.375***
	0.378***

	
	[0.0566]
	[0.0556]

	EPL * Intangible intensity (log) a
	-0.187***
	-0.232***

	
	[0.0400]
	[0.0417]

	
	
	

	Weak instrument test (partial R-squared)

	Trust * Intangible intensity (log) a
	0.66
	0.66

	EPL * Intangible intensity (log) a
	0.68
	0.68

	Durbin-Wu-Hausman test (p-value)
	<0.0001
	<0.0001

	
	
	

	Observations
	6,123
	5,637

	R-squared
	0.964
	0.966


Robust standard errors in brackets; *** p<0.01, ** p<0.05, * p<0.1;
a: We use lagged values of the explanatory variables and instruments in column (2) 



Table B2: The mediating role of trust, use of intangible intensity industry averages
Dependent variable: Labor productivity per hour (log)
	
	(1)
	(2)
	(3)
	(4)

	Estimator
	OLS
	IV

	
	
	
	
	

	Total capital per hour (log)
	0.283***
	0.284***
	0.210***
	0.210***

	
	[0.0108]
	[0.0108]
	[0.0171]
	[0.0153]

	Trust * Industry-year average intangible intensity (log)
	0.369***
	0.357***
	
	

	
	[0.0522]
	[0.0512]
	
	

	EPL * Industry-year average intangible intensity (log)
	
	-0.120***
	
	

	
	
	[0.0288]
	
	

	Management * Industry-year average intangible intensity (log)
	
	
	1.124***
	1.203***

	
	
	
	[0.118]
	[0.163]

	
	
	
	
	

	Weak instrument test: F-stat
	
	
	
	0.35

	Durbin-Wu-Hausman test: p-value
	
	
	
	0.49

	
	
	
	
	

	Observations
	6,603
	6,603
	3,117
	3,117

	R-squared
	0.964
	0.964
	0.948
	0.948


Robust standard errors in brackets; *** p<0.01, ** p<0.05, * p<0.1;
Country, industry, year, country*year and industry*year fixed effects
Column (4) instrument: Trust * Industry-year average intangible intensity (log)
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Table B3: The mediating role of management, robustness to the introduction of EPL
Dependent variable: Labor productivity per hour (log)
	
	(1)
	(2)
	(3)
	(4)
	(5)
	(6)
	(7)

	Estimator
	OLS
	IV

	
	
	
	
	
	
	
	

	Total capital per hour (log)
	0.273***
	0.282***
	0.201***
	0.195***
	0.272***
	0.184***
	0.193***

	
	[0.0195]
	[0.0175]
	[0.0212]
	[0.0179]
	[0.0166]
	[0.0187]
	[0.0170]

	Intangible intensity (log)
	0.142***
	0.144***
	
	
	0.139***
	
	

	
	[0.0146]
	[0.0131]
	
	
	[0.0128]
	
	

	Management * Intangible intensity (log)
	0.630***
	0.354**
	0.746***
	1.120***
	0.617***
	1.159***
	1.176***

	
	[0.132]
	[0.147]
	[0.276]
	[0.186]
	[0.101]
	[0.177]
	[0.136]

	EPL * Intangible intensity (log)
	-0.0510
	-0.119***
	-0.136**
	-0.0233
	
	
	

	
	[0.0392]
	[0.0379]
	[0.0661]
	[0.0461]
	
	
	

	
	
	
	
	
	
	
	

	Weak instrument test: (partial R-squared)
	
	
	
	
	
	

	Management * Intangible intensity (log)
	
	0.51
	0.43
	0.37
	0.69
	0.44
	0.52

	EPL * Intangible intensity (log)
	
	
	0.27
	0.59
	
	
	

	Sargan test (p-value)
	
	
	
	
	0.001
	0.14
	0.61

	Durbin-Wu-Hausman test: p-value
	
	0.002
	<0.0001
	<0.0001
	0.04
	<0.0001
	<0.0001

	Instruments
	
	Trust/EPL * Intangible intensity (log)
	Trust/EPL * German intangible intensity (log)
	Trust/EPL * Bartik intangible intensity (log)
	Trust/EPL * Intangible intensity (log)
	Trust/EPL * German intangible intensity (log)
	Trust/EPL * Bartik intangible intensity (log)

	Observations
	3,117
	3,117
	2,637
	3,117
	3,117
	2,637
	3,117

	R-squared
	0.949
	0.949
	0.949
	0.946
	0.949
	0.949
	0.945


Robust standard errors in brackets; *** p<0.01, ** p<0.05, * p<0.1;
Country, industry, year, country*year and industry*year fixed effects

Table B4: Using the “Days not worked” variable instead of Trust
Dependent variable: Labor productivity per hour (log)
Estimator: IV
	
	(1)
	(2)
	(3)

	
	
	
	

	Total capital per hour (log)
	0.269***
	0.0901***
	0.0927***

	
	[0.0123]
	[0.0185]
	[0.0191]

	“Days not worked” * Intangible intensity (log)
	-0.0397***
	
	

	
	[0.0104]
	
	

	Management * Intangible intensity (log)
	
	1.061***
	0.923***

	
	
	[0.286]
	[0.144]

	EPL * Intangible intensity (log)
	
	
	

	
	
	
	

	
	
	
	

	Weak instrument test: partial R-squared
	0.70
	0.32
	0.62

	Sargan test: p-value
	
	
	<0.0001

	Durbin-Wu-Hausman test: p-value
	0.001
	0.22
	0.08

	Instruments
	“Days not worked” * German intangible intensity (log)
	“Days not worked” * German intangible intensity (log)
	“Days not worked” / Trust * German intangible intensity (log)

	Observations
	4,521
	1,731
	1,731

	R-squared
	0.969
	0.970
	0.970


Robust standard errors in brackets; *** p<0.01, ** p<0.05, * p<0.1;
Country, industry, year, country*year and industry*year fixed effects 
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