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Business environments dominated by information flows and autonomous tasks, typical of 
knowledge-intensive industries, are likely to require enough social capital to be viable and 
productive. In this paper, we use new EUKLEMS-INTANProd industry-level data (Bontadini et al., 
2023a) covering a panel of 19 countries and 20 industries over the 1995-2018 period to investigate 
the influence of a key element of social capital – trust – on labour productivity in intangible-
intensive industries, controlling for hiring and firing regulations that can constrain the ability of 
managers to implement best practices productively. We find that in such industries, productivity 
gains from high levels of trust are stronger than elsewhere, while too strict hiring and firing 
regulations are more damaging for productivity. Using a more limited sample for which data on 
management quality are available, we show that the positive impact of high trust on productivity in 
intangible-intensive industries is channeled by the ability to benefit from good management, a key 
element of organizational capital. Productivity gains from relatively high levels of trust in 
knowledge-rich environments are estimated to be sizeable and our estimates survive a number of 
robustness checks.  

 


