CA D E N C E Management by design, not by luck.

PEOPLE SCIENCE - RESEARCH SYNTHESIS

The Manager Effect: What the Science
Actually Says About Why Managers Make
or Break Teams

The largest controllable variable in team performance is not strategy, perks, or even pay
— it is the person running the weekly rhythm.

Read the live version at https://cadencehr.ai/resources/manager-effect
Research synthesis published by Cadence, July 2026. Citations are numbered in the text and listed in full under References; every
source was verified to resolve as of 2026-07-27.

Two teams sit on the same floor, in the same company, with the same pay bands, the same product, the
same free snacks. One ships, retains, and recruits its own referrals. The other bleeds a resignation a
quarter and can't say why. Executives reach for structural explanations — market, comp, workload. The
research keeps pointing somewhere less comfortable: the difference between those two teams is usually
standing in the doorway of the meeting room.

This article examines what the evidence actually says about the manager effect — including the famous
70% figure, what economists find when they measure bosses in output terms, what the turnover data really
shows behind "people leave managers, not companies," and why organizations keep promoting the wrong
people into the role. It is part of Cadence's People Science research pillar, and it holds itself to that pillar's
standard: characterize findings precisely, label Cadence's own synthesis as synthesis, and claim nothing
the citations don't support.

Key takeaways

1. Gallup's State of the American Manager (2015) found that managers account for at least 70% of the
variance in team engagement scores across business units — a between-team variance finding, not a
causal guarantee for any single team. [

2. Team engagement is consistently associated with productivity, profitability, retention, and customer
outcomes across the largest business-unit meta-analyses ever conducted, which is what makes
manager-driven engagement variance commercially important. [21 [3]

3. Economists measuring bosses directly find large output effects: the average boss adds about 1.75 times
as much to output as the average worker, and swapping a bottom-10% boss for a top-10% boss raises
team output about as much as adding a member to a nine-person team. [4]
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4. Managers' people-management skills — as rated by their own employees — strongly predict lower
employee attrition, with research designs that support a causal interpretation; the same skills do not
consistently improve most non-attrition outcomes. [51

5. A boss's competence — including whether the boss could do the employee's job — is among the
strongest predictors of worker job satisfaction in U.S. and U.K. data. 6!

6. Gallup finds organizations choose a candidate without the right managerial talent 82% of the time, and
estimates only about one in ten people possess high natural talent to manage — with another roughly
two in ten able to manage at a high level if coached and supported. [71

7. "People leave managers, not companies" is a simplification: meta-analytic evidence shows voluntary
turnover is multiply determined, with the manager relationship one significant, well-replicated factor
among several. 8!

Do managers really matter, or is "the manager effect" HR folklore?

It is a fair opening question, because the claim is repeated so often that it has the texture of folklore. The
honest answer is that the manager effect is one of the better-triangulated findings in people research,
precisely because very different methods keep landing in the same place.

Three independent lines of evidence converge:

e Survey science. Gallup's engagement research program — the largest of its kind, now spanning many
tens of thousands of business units — finds team-level engagement consistently associated with
productivity, profitability, retention, safety, and customer outcomes. [2! 31 Within that program, the
single largest identified source of between-team engagement differences is the manager. [

e Personnel economics. Studies using company production and personnel records — no surveys
required — find that individual bosses have large, measurable effects on team output and on whether
employees stay. [41 [5]

¢ Worker well-being research. Analyses of U.S. and U.K. survey data find that boss competence is
among the strongest predictors of a worker's job satisfaction — stronger than most other job
characteristics measured. [©]

When survey researchers, labor economists, and well-being economists reach the same directional
conclusion with different data and different failure modes, the residual question is not whether managers
matter. It is how much, through what mechanism, and what to do about it — which is where precision starts
to matter.

What does the 70% figure actually mean — and not mean?

The most-quoted statistic in management is easy to state and easy to distort. Here is the precise version:
Gallup's State of the American Manager: Analytics and Advice for Leaders (2015) found that managers
account for at least 70% of the variance in employee engagement scores across business units,
based on decades of Gallup engagement data. [



What that means:

¢ [tis a variance decomposition across business units. When you ask why some teams score high on
engagement and others score low within the same organization, the manager is by far the largest
identified factor.

¢ |t implies the engagement problem is mostly local, not corporate. Companies tend to treat
engagement as an HQ program; the variance math says it is won or lost team by team.

What it does not mean:

e |tis not "your manager causes 70% of your engagement." Variance explained is a population-level
statement, not a causal coefficient for any individual team.

e |tis not a randomized experiment. Managers are not randomly assigned to teams, so some of the
association reflects sorting — better managers may inherit or attract better situations.

e |tis not a claim that fixing managers mechanically fixes 70% of anything.

Cadence deliberately cites the figure with those brakes attached, because the calibrated version is still the
important one: the engagement signal your survey tool reports is substantially a manager signal. That is
why Cadence's Culture Scorecard and manager-effectiveness views (live today) treat engagement-style
data as a manager-development input rather than a leaderboard, and why survey capability itself is labeled
preview, not GA.

What happens when economists measure bosses directly?

The strongest reply to "engagement surveys are soft data" comes from research that never asks anyone
how they feel.

Lazear, Shaw, and Stanton's "The Value of Bosses" used daily productivity records from a large
technology-based services company, where output is measured directly and workers change supervisors
often enough to separate boss effects from worker effects. Their findings: bosses vary substantially and
persistently in quality; the average boss adds about 1.75 times as much to output as the average
worker; and replacing a boss in the bottom 10% of quality with one in the top 10% raises team output
by about as much as adding a worker to a nine-person team. They also find that a meaningful share of
the effect operates through teaching — good bosses raise the productivity of their people in ways that
persist. [4]

Hoffman and Tadelis, in the Journal of Political Economy, connected manager survey ratings to hard
personnel outcomes at a large high-tech firm. Managers' people-management skills — as rated by their
own employees — showed a strong negative relationship with employee attrition, and the research
designs (new workers joining the firm, managers moving between teams) support a causal reading. Two
boundary findings deserve equal billing: those same skills did not consistently improve most non-
attrition outcomes they observed, and the firm visibly rewarded people skills — better people managers
received higher performance ratings, more promotions, and larger raises. [5]

Artz, Goodall, and Oswald add the well-being channel: in both U.S. and U.K. data, a boss's competence —
including whether the supervisor could do the employee's own job — is among the strongest



predictors of the worker's job satisfaction. [°]

Read together, the economics literature says the manager effect survives translation out of survey
language: it shows up in output, in retention, and in satisfaction, measured three different ways at three
different kinds of organizations.

Do people really quit managers, not companies?
The slogan deserves skepticism, so here is what the evidence actually supports.

What is true. Gallup's State of the American Manager reported that about one in two U.S. employees
surveyed had, at some point in their career, left a job to get away from a manager. [" Hoffman and Tadelis
found that manager people skills are a strong, plausibly causal predictor of whether employees stay. [
Boss competence predicts job satisfaction [¢], and job attitudes like satisfaction and commitment are
among the most reliable predictors of voluntary quitting in the meta-analytic turnover literature. [&]

What is overstated. Rubenstein and colleagues' meta-analysis of voluntary turnover — synthesizing
evidence across dozens of antecedents — shows quitting is multiply determined: job satisfaction,
organizational commitment, embeddedness, stress and role strain, outside alternatives, and leadership
relations all carry independent weight. [l Nobody's resignation has one cause, and plenty of people leave
good managers for better markets, relocations, or careers their current company genuinely cannot offer.

The calibrated claim: the manager is one of the largest controllable predictors of whether people stay
— not the only reason people leave. For a retention strategy, that distinction is practical. You cannot
control the outside labor market. You can control who manages, how they are developed, and whether
anyone notices a manager-shaped attrition pattern before the third resignation. That last part is where
fragmented tooling fails: exit data in one system, 1:1 records in another, engagement in a third, and the
pattern visible only in hindsight. Connecting those signals per manager is Cadence's integration thesis — a
reasoned synthesis, labeled as such in the hub whitepaper, not a customer-outcome claim.

Why do organizations keep promoting great engineers into bad
managers?

Because promotion systems answer a different question than the role does.

Gallup's research on managerial talent is blunt on this point: organizations fail to choose the candidate
with the right talent for the manager job 82% of the time. Gallup estimates that only about one in ten
people possess high natural talent to manage — a combination including motivating others,
assertiveness, accountability, relationship-building, and decision-making — and that roughly two in ten
more exhibit enough basic managerial talent to function at a high level if their company invests in
coaching and support. /1 The most common promotion criteria — success in a prior non-managerial role
and tenure — are, in Gallup's account, precisely the wrong signals: they reward IC excellence, which is a
different job.

The structural trap compounds the selection error. In many organizations the management track is the only
path to more pay and status, so the best engineer, seller, or analyst takes the promotion whether or not
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they want to manage people — and the company converts its best IC into a struggling manager while the
team absorbs the cost. Recognizing that transition for what it is — a career change, not a level bump — is
the subject of Signs You've Hit the Management Chasm.

Two implications follow from the talent-rarity math, and they point in different directions:

1. Selection matters more than most companies act like it does. If high natural talent is scarce,
defaulting the promotion to the best IC is statistically likely to miss.

2. Development is not optional. No organization can staff every team from the one-in-ten pool. The
realistic strategy is developing the larger pool who can manage well with support — which makes the
quality and consistency of that support a first-order business variable.

What does "manager development" actually mean in evidence terms?

Mostly not what the training industry sells. The evidence reviewed above locates manager impact in
recurring behaviors — communicating priorities, giving task-relevant feedback, teaching, recognizing
contribution, retaining people — not in knowledge that can be transferred in a two-day workshop. That
reframes development as changing what a manager does every week, with three practical consequences:

¢ The unit of development is the operating rhythm, not the course. Structured, recurring 1:1s are
where expectations, feedback, coaching, and follow-through actually happen — and where hybrid work
has raised the stakes, because Gallup's hybrid research finds flexible arrangements demand more
explicit manager communication about priorities, progress, and handoffs, not less. [°! See How to Run
Effective 1:1s.

¢ Development needs evidence about the manager's actual behavior. A coach who cannot see
missed 1:1s, stale goals, a recognition deficit, or a team attrition pattern is coaching from anecdote.
Gallup's Q12 framework is useful here precisely because it measures conditions a manager can act on
— clarity of expectations, recognition, development conversations. (o]

o Development has to scale past the L&D calendar. One-off programs reach each manager once a
year; the job happens every week. The case for continuous, situation-grounded coaching — and where
Al legitimately helps — is made in Manager Coaching at Scale.

This is where Cadence's design position applies: Al develops managers, not replaces them. In Cadence,
the structured 1:1 workspace, goals, and recognition are live today; Al summaries and coaching prompts
are preview; audio capture is roadmap. The Al's role in that stack is preparation, memory, and pattern-
surfacing — telling a manager this relationship looks under-managed; here is the evidence; here is what to
try — while every consequential judgment stays human. Given the talent-rarity finding above, that is also
the only economically coherent role for Al in management: the binding constraint is not headcount of
managers, it is support per manager.

The strongest objection: isn't the manager effect mostly confounding?

Steelman the skeptic, because the skeptic has real material:
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Managers are not randomly assigned. Good managers get hired into healthy organizations, inherit
functional teams, and attract strong performers — so "manager effects" may substantially reflect the
situations managers sort into, not what they cause. The 70% figure is a variance share from one
research program with a commercial interest in engagement. The cleanest causal studies come from
single firms with unusually measurable work, which may not generalize to knowledge work. And
engagement-outcome links are associations; performing teams may engage rather than the reverse.

Honest responses, in order:

1. Sorting is real, and the best studies address it directly. Lazear, Shaw, and Stanton identify boss
effects from workers switching between bosses within the same firm and job, which nets out stable
worker and job differences [4l: Hoffman and Tadelis exploit new-worker assignment and manager
moves for the same reason. [®1 The effects shrink from naive comparisons — and remain large.

2. Single-firm designs limit generalization — that is a scope caveat, not a refutation. The right
reading is that where measurement is clean enough to check, boss effects are large; the multi-industry
survey evidence [ [2] and cross-national well-being evidence 6! supply the breadth the single-firm
studies lack. The triangulation is the argument.

3. The engagement-outcome direction is legitimately two-way. Gallup's meta-analytic program
addresses causal ordering with longitudinal designs and the association survives [3], but Cadence's
position — stated in the hub and repeated here — is to treat engagement as a signal for management
attention, not a lever that mechanically converts survey points into profit.

4. The 70% figure should be quoted with its brakes on. Across business units, at least 70% of
engagement-score variance — nothing more. This article exists partly so that anyone citing Cadence
cites the calibrated version.

What would change our mind: credible multi-firm evidence that boss effects on output and retention are
small once sorting is fully addressed, or replication failures in the engagement-outcome literature. The
current weight of evidence runs the other way, but the claim stays open to that test.

Where does "span of support" fit?

A note on a term that increasingly replaces "span of control," and deserves a precision flag. Classic span-
of-control thinking asks how many direct reports a manager can supervise. The manager-effect evidence
reframes the question: if manager impact runs through teaching [4], retention-relevant relationship quality
[51 and explicit communication about priorities and progress [®1, then the binding constraint is how many
people a manager can support at that depth — recurring 1:1s held and prepared, expectations kept current,
recognition noticed, coaching done against real situations.

Two honest caveats. First, we know of no credible universal number for the "right" span, and this article will
not invent one; the answer plainly depends on work complexity, team seniority, and how much of the
manager's load is administrative. Second, the practical implication is Cadence's reasoning, not a cited
finding: before adding manager headcount, reduce the overhead cost of each supported report —
preparation, memory, and follow-through are exactly the load that tooling and Al assistance can



legitimately carry, which raises how many people one good manager can support well. That is the span
logic behind "Al develops managers, not replaces them."

The argument in one paragraph

Managers are the largest controllable lever on team engagement, output, and retention — a conclusion
triangulated across Gallup's variance research M boss-productivity economics [41, attrition studies [®!, and
well-being data [®1 — yet organizations select for the role badly [/l and develop it episodically. The
evidence-calibrated response is not slogans about people leaving managers; it is treating manager
selection and weekly manager behavior as first-order business variables, instrumenting them honestly, and
putting development support inside the operating rhythm where the manager effect actually happens.

What Cadence should not claim

Do not claim:

e "Managers cause 70% of engagement" or "fixing managers recovers 70% of engagement." (Variance
across business units, not a causal budget.)

e "People leave managers, not companies." (One major factor among several; cite the turnover evidence,
not the slogan.)

e "Cadence improves manager quality by X%" or "Cadence reduces manager-driven attrition by Y%."
(Cadence has no customer outcome data and says so.)

e "Cadence's Al identifies bad managers." (Cadence surfaces evidence and patterns for human
judgment; it does not adjudicate people.)

Safe to claim:

e The manager effect is independently documented across survey science, personnel economics, and
well-being research.

e Cadence operationalizes the practices that evidence links to manager impact — structured 1:1s, clear
goals, recognition, connected manager-effectiveness signals — with availability labeled per module.

e Cadence's compounding argument (connected signals reveal manager patterns earlier than point tools)
is a reasoned synthesis, pending customer-outcome validation.

How to cite this document

Suggested citation: Cadence, "The Manager Effect: What the Science Actually Says About Why Managers
Make or Break Teams" (2026). https://cadencehr.aifresources/manager-effect

Methodology and provenance. This synthesis was drafted in July 2026 by Cadence as part of the People
Science research pillar. Sources were selected to triangulate the manager effect across independent
methods: Gallup's engagement research program, peer-reviewed personnel and labor economics (boss
productivity, people-management skills and attrition, boss competence and well-being), and meta-analytic
turnover research. Every citation below was verified to resolve to the named source as of 2026-07-27.



Findings are characterized at the strength the underlying designs support; variance findings are not
restated as causal claims, and Cadence's own synthesis is labeled as such.
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This is a research synthesis, not a Cadence customer-outcome claim. Module availability is labeled
because this page covers both live and roadmap concepts.

This article is part of Cadence's People Science research pillar.

See how Cadence turns people science into operating rhythm at cadencehr.ai/product, or check plans at
cadencehr.ai/pricing.

© 2026 Cadence. This document is a research synthesis, not a Cadence customer-outcome claim. Product availability is labeled per module at
the point of mention; roadmap capability is marked as such and is not sold as available today.
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