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Managerial Quality and Innovation
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New evidence that management complements
Innovation

=Cirera (2016) using WB Enterprise Survey:

= Management quality (MQ) correlated with process g
and product innovation.

Figure 9: Technological capabilities vs. Management score: Manufacturing
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=lacovone and Pereira- Lopez (2017) using Mexico
micro data (ENAPROCE)

= MQ leads to more innovation, tech capabilities.

= |ncrease impact of human capital and R&D
expenditure.
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*Maloney and Sarrias (2018) using linked
ORBIS/WMS survey:
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= MQ very correlated with patenting in knowledge Detiles of management score
Creatlon fu nCtlon . Source: Authors’ caleulations with data from ENAPROCE 2015, INEGCI.

*|n all cases, MQ more important than R&D lacovone and Pereira- Lopez (2017)



Weak management: response to local conditions,
or barriers to technological adoption?

=Contracting Environment? Family Firms vs. Contracting Environment
= Ownership of firm-Family owned firms perform
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lacovone, Maloney, Tsivanidis (2017)



Tech transfer impediments: Managers don’t know what

they don’t know.

Managerial Hallucination Gap
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="Bounded Rationality: Key issue in the National
Inn)ovation System Literature (Lundvall, Nelson
etc

=Lack of info on
®= Impact
= Quality of supplier
= Learning

=Managerial upgrading programs have high rates
of return.

= Advanced countries massively subsidize them
° Japan: 65%
o Singapore: 100% for first 20K, 60% after
o Korea: 100%
o Scotland- 100%




Competition and Innovation?

Managerial quality: Chile vs US

Effect of competition on tech adoption/innovation Kernel density estimate
(including managerial quality) is ambiguous (Aghion
2005, Melitz, today).

Managerial quality?

> Bloom and Van Reenen: Increased competition increases %v
management quality. 3
o Maloney and Sarrias (2017): not just left tails and o
competition effect disappears with DCs. '
Chile (Cusolito et al 2017) °1 7 | | | .
o Positive relationship between mark-ups and TFPQ 1 ﬁverage of all manggement questions4 ’
o Channel appears to be through innovation (at least 50%) Representative Sample
o Correlation with financial dependency-inability to manage  [TT77° USA Sample
ri S k‘p kernel = epanechnikov, bandwidth = 0.1779

o Margin effect largest for laggards



Managing risk is critical to quality/productivity growth

Risk vs. Return
Countries with more than 50 products. Slope = .67 (i-stai=7.83)

08 -
® United Kingdon
® JapanSwitzld
@ Australia NEbltina
® Portugal @ Ajgent
06 -
| m&@@%ﬁm
-g lHnngk_mg'Bel iuy® Norway
on
= osi ka *POU® Phll|pp|n%hwm§mtﬂﬁ)m
g — %‘EEW EE jgmbia @ Spain
04 ® EI Sa WHizrea
® Bngldsh __~-®Indones ®Arab_eff
__ﬂ-r"'"" ® Pakistan :gtﬂ el
- ® Dom_rep
® Macau
02
® Cos rica
® Hondura
o4 P 08 1
Standard deviation

Krishna, Levchenko, Maloney (2016)




THANKS




