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B ABSTRACT

Context: there are few studies that aim to calculate productivity at
the microeconomic level and one of the variables that contributes
to this is the ability of firms to absorb external knowledge -
absorptive capacity. However, another variable is also gaining
explanatory power in this direction - that of good management
practices. It turns out that studies that deal with these two variables
together and that relate them to productivity are not easily found.
Objective: the objective of this research is to understand how
the interaction between good management practices and the
absorptive capacity of firms and the impact on productivity takes
place. Method: the multi-case method was used, having been
applied in transnational and national industries. Results: the
results show that the existence of good management practices acts
as an influencer of absorptive capacity, and that this relationship
has a positive impact on the productivity of firms. Furthermore,
it was revealed that management processes in transnational
companies contribute more effectively to absorptive capacity
and productivity than in national companies. Conclusions: as a
contribution, an analysis model is presented that demonstrates
the relationships between the variables studied, showing the
importance of good management practices as a determinant for
the development of absorptive capacity and the improvement of
firms' productivity conditions.

Keywords: good management practices; absorptive capacity;
productivity.
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B RESUMO

Contexto: poucos sdao os estudos que visam a calcular a produtividade
em nivel microeconémico e uma das variaveis que contribuem
para isso é a capacidade das firmas de absorver o conhecimento
externo - capacidade absortiva. Contudo, outra varidvel também
vem ganhando poder de explicacdo nessa direcao - a das boas
praticas de gestdo. Ocorre que nao se encontra facilmente estudos
que tratem essas duas varidveis em conjunto e que as relacione com
a produtividade. Objetivo: o objetivo desta pesquisa é entender
como se da a interacdo entre boas praticas de gestdo e a capacidade
absortiva das firmas e seu impacto sobre a produtividade. Método:
foi utilizado o método multicasos, tendo este sido aplicado em
industrias transnacionais e nacionais. Resultados: os resultados
apontam que a existéncia de boas praticas de gestdo atua como uma
influenciadora da capacidade absortiva, e que tal relacdo gera um
impacto positivo sobre a produtividade das firmas. Ademais, foi
revelado que os processos de gestdo nas empresas transnacionais
contribuem de forma mais efetiva quanto a capacidade absortiva e
produtividade do que nas empresas nacionais. Conclusdes: como
contribuicdo, é apresentado um modelo de andlise que demonstra
as relacdes entre as varidaveis estudadas, podendo-se evidenciar
a importancia das boas praticas de gestdo como determinante
ao desenvolvimento da capacidade absortiva e a melhoria das
condicoes de produtividade das firmas.

Palavras-chave: boas praticas de gestdo; capacidade absortiva;
produtividade.
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INTRODUCTION

The relationship between innovation and its
potential to promote increased competitiveness
is consolidated in the literature (Freeman, 1987;
Nelson & Winter, 1982; Pavitt, 1984; Schumpeter,
1982). At the same time, studies show that a
country or company needs to be more efficient in
its markets to improve its productivity, which is
also a condition for increasing competitiveness
(Carayannis & Grigoroudius, 2014; Gordon, 2016;
Ledereman, Messina, Pienknagura, & Rigolini,
2014).

Therefore, there is an intrinsic relationship
between innovation activities and productivity,
which is demonstrated in the seminal work by
Griliches (1979). The author studied the effects of
R&D spending on productivity, showing that the
latter is a consequence of incorporating innovation
into the production process. The findings by
Griliches (1979) were corroborated afterward in
several studies (Gordon, 2016; Mairesse & Robin,
2009; Medda & Piga, 2014; Parisi, Schiantarelli, &
Sembenelli, 2006; Wakelin, 2001).

The emergence of innovation activity in firms
reflects how they absorb knowledge in the external
environment and internalize it in their internal
context, causing changes in routines and culture,
thus contributing to the activity of innovating.
This phenomenon is called absorptive capacity.

According to Cohen and Levinthal (1990),
Nelson and Winter (1982), and Zahra and George
(2002), absorptive capacity involves the process a
firm uses to seek new knowledge and technologies
in the external environment and how they are
introduced and/or readapted in organizational
routines. Therefore, innovation within a company
may be the result of a process of organizational
learning Jacomossi & Demajorovic, 2017; Nelson
& Winter, 1982), through which several routines
are activated and/or readapted, potentially
contributing to product and process innovation.
Therefore, absorptive capacity is a set of routines
derived from the firm’s ability to learn.

Studies have shown that other variables in
addition to absorptive capacity may be associated
with productivity, such as the case of ‘good
management practices’ (Agarwal, Brown, Green,
Randhawa, & Tan, 2014; Bloom & Van Reenen,
2010; Feldmann, 2009; Feldmann, Jacomossi,
Barrichello, & Morano, 2019; Kerzner, 2018;
Mundlack, 1961). Research suggests that firms
adopting results-oriented management practices
are more competitive than others. Bloom and Van
Reenen (2010), for example, compared management
practices among countries, showing significant

differences. For the authors, Brazil - emphasized
in this article - was one of the countries with
the lowest score regarding the adoption of good
management practices.

Therefore, it is possible to observe that
both dimensions — the organization’s absorptive
capacity and good management practices —
influence the increase in productivity. However,
there is little study on the relationship between
these two constructs and their combined effects on
productivity, which points to the need tounderstand
how these elements interact in the organizations.
Thus, the research addresses this gap in the
literature, working based on the following research
questions: how does the interaction between the
dimensions of good management practices and
absorptive capacity occur in the organization, and
what are their combined impacts on productivity?
The study also tackles a second problem: is there
a difference between management practices and
absorptive capacity in Brazilian and transnational
companies operating in Brazil, which can influence
productivity?

The research questions guide the objectives
of the study, which are to analyze and understand
how the two dimensions interact; and to examine
them in the comparison between Brazilian and
transnational firms, verifying the impacts on
productivity.

The contribution of this research lies in filling
a gap in the literature, promoting and expanding
the debate about the importance of combining
the constructs of good management practices
and absorptive capacity to understand how they
influence firms’ productivity.

LITERATURE REVIEW

This section offers a literature review
on the central constructs adopted in the study
— absorptive capacity and good management
practices.

Absorptive capacity

Absorptive capacity is an element of analysis
associated with the process of routines that involve
the search for new knowledge and technologies
in the external environment for the assimilation
and adaptation of organizational routines and the
inherent process of keeping them in the company.
A firm’s ability to innovate depends on this element
(Cohen & Levinthal, 1990; Nelson & Winter, 1982;
Zahra & George, 2002).

According to authors such as Cohen and
Levinthal (1990), and Zahra and George (2002), the




absorptive capacity is composed of two dimensions
subdivided into four others, namely: potential
absorptive capacity (acquisition and assimilation)
and realized absorptive capacity (transformation

and exploitation) (Table 1).

Table 1. Absorptive capacities.

Absorptive capacity captures both the
organization’s internal and external knowledge
and transforms them through the development and
reconfiguration of routines, improving the firm’s

innovation capacity.

Acquisition

Potential
Assimilation

The firm’s ability to locate, identify, value, and acquire external knowledge
that is critical to its business.

The processes and routines that allow newly acquired information or
knowledge to be analyzed, processed, interpreted, understood, internalized,
and classified.

The refinement of externally acquired knowledge in order to adapt it to the

Transformation

accumulated knowledge of the organization, providing the assignment of

new routines and combining them with internal routines.

Realized The implementation of routines and processes, allows the transformed

Exploitation

knowledge to be exploited by business routines and operations. The result
of such routines promotes new processes, products, knowledge, generating

a more sustainable position for the organization.

Note. Elaborated by the authors based on Zahra, S. A., & George, G. (2002). Absorptive capacity: A review, reconceptualization, and extension. Academy
of Management Review, 27(2), 185-203. https://doi.org/10.5465/amr.2002.6587995

For Zahra and George (2002), events such
as an internal or external crisis that demand
strategic changes precede the firm’s process
of potential absorptive capacity (acquisition
and assimilation). Thus, the company goes
through experiences that generate knowledge
such as acquisitions, purchases, inter-
organizational relationships, licenses and
commercial agreements, R&D consortia,
alliances, and joint ventures. The lessons
learned through experiences are crystallized
in the organization’s memory (Walsh &
Ungson, 1991), defining how they operate.

The research by Choi (2014) identified
that both the formation of memories and the
absorptive capacity directly and positively
influence the quality of relationships in the
organization. Kim’s (2016) study in South
Korea observed that firms that receive
foreign investment and have a well-developed
absorptive capacity had presented better
results.

In addition, Phoocharoon (2015) and
Wang, Zhao, and Zhou (2018) stress the need
to reinforce transformative leadership and
offer incentives, so employees develop a
learning-led approach, in order to increase
the firm’s absorptive capacity.

Ritala and Hurmelinna-Laukkanen (2013)
found that absorptive capacity is responsible

for the firm’s incremental — more often — and
radical innovations. Other authors such as
Kostopoulos, Papalexandris, Papachroni and
Ioannou (2011), Tavani, Sharifi, and Ismail
(2014), Brettel, Greve, and Flatten (2011),
and Cardozo, Kronmeyer Filho, and Vaccaro
(2019) observed that, in addition to promoting
innovation, the absorptive capacity was
related to better financial and organizational
performance.

Once an organization acquires and
assimilates absorptive capacity, there is
no guarantee that it will unfold to realized
absorptive capacity and its sub-dimensions of
transformation and exploitation. In this sense,
Cuervo-Cazurra (2017) observed the existence
of weak mechanisms of social integration
blocking the implementation of absorptive
capacity strategies. For Armstrong and
Lengnick-Hall (2013), Vega-Jurado, Gutiérrez-
Gracia and Fernandez-de-Lucio (2008), and
Zahra and George (2002) this problem can be
avoided by strengthening such mechanisms
through organizational structures that
encourage integration between employees,
creativity, and teamwork.

The use of this strategy stimulates
employees to become more aware of
their importance and promote the flow of
information. According to Morano, Barrichello,




and Jacomossi (2016), and Morano, Moraes,
and Jacomossi (2018), these mechanisms
can generate cohesion, which is manifested
through social identity.

Finally, Guimaraes, Thielman, Guimaraes
e Cornick (2016) reinforce the importance of
absorptive capacityasacentraland moderating
element. For the authors, innovation results
from a process based on strategies and clear
management policies, which is crucial for the
firm to adopt a clear direction regarding its
innovation strategies.

Thus, absorptive capacity 1is also
associated with the firms’ ability to
intelligently manage their business, which
emphasizes the importance of quality
management.

Good management practices

Mundlack (1961), Bloom and Van Reenen
(2010), and Agarwal, Brown, Green, Randhawa
and Tan (2014) point out that the differences
in productivity may be a result of technological
innovations and also a consequence of good
management practices in organizations.

The history of economics justifies this
relationship. According to Landes (1969) and
Chandler and Hikino (1994), the collapse of
English firms and the strength of American
and German enterprises in the early twentieth
century occurred due to the management
practices adopted in the countries. In
this direction, the work by Kerzner (2018)
reinforced the importance of management by
demonstrating through case studies that the
quality of management is an indicator of the
firms’ survival and success over time.

In addition, Feldmann, Jacomossi,
Barrichello, and Morano (2019) found that the
competitiveness of nations is explained by

Table 2. Good management practices — variables.

the capacity for innovation, and also by the
mediating role of good management practices
as an element that promotes both innovation
and competitiveness.

Although the quality of management is
discussed in the best business schools around
the world, there is no consensus around
measuring this variable. The broad scope of the
field may be a reason for the lack of agreement
on this matter. Venkatraman and Ramanujam
(1987), for example, argue that quality
management may be analyzed by comparing
companies and competitors, observing elements
such as commercial success, and accounting
indices related to profitability, sales margins,
and business productivity.

However, there are few validated
instruments for this measurement. Bloom and
Van Reenen (2006) sought to fill this gap in the
literature by developing a method to measure
quality management, which was applied to
732 manufacturing firms in the USA, France,
Germany, and the United Kingdom. Years later,
the same authors expanded and perfected
the method applying it to almost 6,000 firms
in different countries (Bloom & Van Reenen,
2010). The system includes both qualitative
and quantitative methods, using econometric
techniques. Table 2 shows the variables
considered for the three dimensions observed
when measuring the quality of management:
operations, performance, and incentives.

Use of lean manufacturing techniques; rationality of decision-making processes; records of nonconformity;

performance evaluation; periodic performance assessment; quality of performance meetings; actions on
Use of financial and non-financial goals; clear goals; distribution of goals; the degree of difficulty to achieve

Bonus programs; performance actions; promotion policies; identification of people with company policies;

Operations
results.
Performan . .
erformance goals; all people involved are aware of the goals; time scale.
Incentives

policies on talent attraction and retention.

Note. Elaborated by the authors based on: Bloom, N., & Van Reenen, J. (2006). Measuring and explaining management practices across firms and
countries [CEP Discussion Paper No. 716]. Centre for Economic Performance, London, United Kingdom; Bloom, N., Van Reenen, J. (2007). Measuring
and explaining management practices across firms and countries. The Quarterly Journal of Economics, 122(4), 1351-1408. https://doi.org/10.1162/
qjec.2007.122.4.1351; Bloom, N., & Van Reenen, J. (2010). Why do management practices differ across firms and countries? journal of Economic

Perspectives, 24(1), 203-224. https://doi.org/10.1257/jep.24.1.203
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Good Management Practices and Absorptive Capacity: Impacts on Firms’ Productivity

R. R. Jacomossi, P. R. Feldmann

For Bloom and Van Reenen (2010), the firms’
management practices are strongly associated
with the level of productivity and profitability
in an instrument named “best practices in
management.” The adaptation of this construct to
the Brazilian context in this study follows the work
by Feldmann et al. (2019), using the expression

“good management practices.” However, Bloom
and Van Reenen’s (2010) instrument has received
criticism. Agarwal et al. (2014) comment on its
limitation in not considering some important
dimensions, such as knowledge, relationship,
technology, and strategic management, which
should be related to the management practices of

manufacturing companies.

Maloneyand Sarrias (2014), onthe other hand,
confirm Bloom and Van Reenen’s (2007) research
findings. The authors reinforce that wvariables
such as company ownership structure and human
capital are essential to good management.

Bloom et al. (2019) extended their research
to 35,000 firms, corroborating other studies. They
found that exogenous factors such as high levels
of human capital and competition between sectors
are also associated with scores of best practices in
management.

In addition, Wu (2015) and Wiengarten,
Gimenez, Fynes, and Ferdows (2015) argue that
an organization must first build its culture in line
with its goals, and then benchmark the practices
of its successful competitors. In this sense,
people’s attitude, behavior, priority, and beliefs
are essential in conducting tactical decisions that

impact strategy.

The studies by Bloom and Van Reenen (2006,
2007, 2010) also present a series of events that
contribute to persistent deficit management,
mainly due to the imperfect markets. Some of
their considerations include:

a. Companies with better management practices
tend to be bigger and more productive, grow
faster, and have higher survival rates.

b. There are significant differences in
management practices between countries.
For example, while in the United States a
small number of firms are on the tail of
poor management, in Brazil and India many
companies are badly managed.

c. In the countries in which they are established,
multinationals are generally better managed
than national firms.

d. Family companies that appoint a family
member (especially the oldest son) as CEO are,
on average, very badly managed.

e. State-owned companies are generally poorly
managed, but when these companies have
pension funds as shareholders, the results are
better.

METHODOLOGY

The research adopted an explanatory
exploratory method, which allowed us to study
the dynamic of the outside world (Angrosino,
2009; Godoy, 2006). The exploratory approach
was used to understand the possible relationships
that can be established between good management
practices, absorptive capacity, and their effects
on productivity. A multi-case study was used,
which, according to Eisenhardt (1989), allows
the construction of theories about little-known
phenomena.

The study selected three transnational
companies operating in Brazil and two Brazilian
companies, all of them in the field of plastic
packaging, a category of medium-low technological
intensity. As noted by Feldmann (2009), many
companies of low and medium technological
intensity are located in Brazil. Choosing this
category of firms, therefore, may reveal aspects
of the country’s dynamic concerning the variables
studied.

The units of analysis in these companies
were R&D and management departments. Table 3
presents details about the firms.
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Table 3. Characteristics of the firms.

Firms

Characteristics/Singularity

Alpha

Beta

Gama

Sigma

Zeta

Founded in Portugal, but currently belongs to an American group. It is present in 16 countries with 59 industrial
plants. It maintains a subsidiary in Brazil and has strong market penetration. The company innovated in the
organizational model by installing its plants within the customer’s facilities, dramatically reducing the operation
costs. This innovation was due to market pressure for lower costs due to increased competition.

American company, present in the American, European, and Asian continents, with 95 factories. It has a branch in
Brazil. Its main innovation was the creation of a machine that increased productivity 18 fold, becoming a worldwide
benchmark. The machine was born from the company’s need to reduce operating costs.

American company, with 18,000 employees and 60 factories, spread over 12 countries, considered the largest
flexible packaging company in the Americas and the largest pressure-sensitive materials industry. In Brazil, it has
5,000 employees distributed in 4 factories. It has several PhD scientists located in its parent company abroad,
having developed several product innovations, with a strong culture of differentiating from the competition.

Traditional Brazilian company with 30 years’ experience, with an industrial unit and 400 employees. The company
presents itself as one of the leaders in its segment. It has an R&D laboratory and discloses its innovation actions in
its institutional environment, which are carried out according to customer demands.

Traditional Brazilian company, founded in the 1980s. It has seven industrial units in several Brazilian states and
constantly receives innovation awards for its packaging. These innovations occur due to customer demands.

Note. Elaborated by the authors.

Data were collected in two phases:

1st phase: The aim was to interview the same
number of foreign companies with subsidiaries in
Brazil and national companies. However, due to
the difficulty of finding Brazilian companies that
meet the criteria of the strong market presence or
targeting innovative activities, only two Brazilian
companies were interviewed.

The firms operate in the field of plastic
packaging, suppliers for the food, cosmetics,
beverages, and pharmaceutical industries. This
segment was chosen according to the convenience
criterion, and the participants had to be
recognized in the market for their upward history

and innovation policies, elements observed in a
report produced about the sector (Abiplast, 2015).

The interviews followed a semi-structured
script and were applied to fifteen executives
(three from each company), who occupy positions
of direction and management, specifically in
the areas of R&D, operations, and management.
The analysis of absorptive capacities sought
to understand the routine of seeking external
knowledge and how it is treated within the
organization (Table 4).

Table 4. Points mapped in fieldwork in the dimension — absorptive capacity.

The ways and means by which the company seeks external knowledge; how employees
seek and deal with information within and beyond the industry; partnerships established

A isition . . . L. . . .
p ial ab . cquisitio with suppliers, universities, customers, and business networks; relationship of the
ozl el gy multinationals’ subsidiaries with their parent company abroad.
capacit
S Processes and routines that allow new information to be analyzed, processed, interpreted,
Assimilation and classified in the company; flow of information between departments; distribution of

Realized absorptive

capacity

new knowledge.

Ways in which the company structures the new knowledge and how it connects old routines

Transfor-mation . .
ansfor-matio with new or adapted routines.

Implementation of new routines that emerge as a result of the transformation process, or
old routines that are readapted and applied to existing routines, which give rise to new
technologies created by the organization.

Exploitation

Note. Elaborated by the authors, based on the literature review.




In addition, it was verified how the
companies’ activation mechanisms influence the
beginning of the process of potential absorptive
capacity (acquisition and assimilation) and the
mechanisms of social integration in relation to
realized absorptive capacity (transformation and
exploitation).

As for good management practices,
the interviews were conducted based on the
questionnaire developed by Bloom and Van
Reenen (2006, 2007) and perfected in their
research in 2010 (Bloom & Van Reenen, 2010).
The variables for good management practices
are presented in Table 2 (section 2.2 above). The
authors’ original instrument has qualitative and
quantitative elements, and the present study
adapted the qualitative part of the instrument.

The interviews were consensually recorded
and later transcribed and analyzed using content
analysis — considered by Mozzato and Grzybovski
(2011) as an important instrument for qualitative
research in the field of Administration. The NVivo
software was used to support and facilitate the
categorization of data, which were collected from
secondary sources, generating triangulation of
information, and reinforcing the analysis.

2nd phase: In this phase of collecting
primary data, the study aimed to gather elements
to measure the evolution of the companies’
productivity. The research relied on the firms’
willingness to provide data since many of them
consider this as strategic information. Therefore,
the study used non-standardized forms to
measure productivity, noting that all forms used
are provided in the manual of the Organization
for Economic Co-Operation and Development
(Organisation for Economic Co-operation and
Development [OECD], 2001) for calculating
productivity.

The firstoption was to calculate productivity
based on the total factor productivity (TFP),
which can be obtained using the Cobb-Douglas
production function. This is an accurate way
to calculate productivity since it is possible to
cancel the trade-off effect of replacing employees
with technology. In the second option, the ratio
between total production (in tons) and the number
of employees was calculated, which is known as
“labor productivity.” The last option considered
productivity as a result of the ratio between
added value (net revenues — production costs)
and some measurement referring to the labor
force — such as salaries or number of employees
(OECD, 2001).

Because some firms did not provide data,
claiming strategic secrecy, it was not possible to

collectthesameinformationforallfive companies.
Thus, the only comparable information collected
was the calculation of labor productivity, which
can generate a single standard of comparison.
The period used for this calculation was five
years, between 2013 and 2017.

RESULTS

In order to facilitate the presentation of the
results, the main characteristics per company
in the studied variables are divided into two
groups, foreign and national subsidiaries. Table
5 presents the characteristics of transnational
companies.

When analyzing Table 5 above, it is possible
to draw the following observations:

The three companies present a management
culture. Although there are variations in the
way in which they fit into the dimensions
of management, they seek to follow rational
processes of management techniques.

In Alpha and Gama, the culture of innovation
is evident. The subsidiary of Beta in Brazil
is temporarily not engaged in innovation
activities. However, the firm is recognized in
the sector and is looking for alternatives to
resume these activities.

With regard to R&D activities, all three
companies are highly dependent on
innovation policies originating from their
parent companies abroad.

As a result of the management routine,
although subordinated to the guidelines
of their parent company abroad, all three
subsidiaries develop mechanisms of social
integration. This is observed in the role of
leaders, who gather, prepare, and motivate
their teams, also pressuring them for results.
Thus, there is a natural path in which it
is easier to move between the phases of
assimilation (potential absorptive capacity)
and transformation (realized absorptive
capacity). In other words, external knowledge
becomes internalized in the modus operandi
of these companies.




Table 5. Summary of results

verified in subsidiaries of multinational companies located in Brazil.

Alpha

Beta

Gama

Potential
absorptive
capacity

Realized
absorptive
capacity

Manage-
ment prac-
tices

Results

Acquisition

Assimilation

Transformation

Exploitation

Operation

Performance

Incentives

Productivity

Knowledge is acquired and
developed in its entirety at R&D
centers abroad. In this case, the

Brazilian subsidiary is totally
dependent on this external
knowledge.

After the knowledge is absorbed
from the outside, it is internalized.
However, knowledge is  not
dynamically assimilated among the
firm’s departments. To a certain
extent, there is a centralization of
information in a few leaders.

New knowledge from abroad is
considered for incorporation into
organizational practices. This
is done with the support of a
management system that aligns all
employees.

New knowledge is easily exploited
by the company, modifying
routines when necessary.

It has control of the entire operation
through KPIs. There is a system of
goals that covers all employees.
The employees’ performance is
measured through these goals. A
training plan is designed for those
who do not reach the goals.

There are financial and non-
financial goals, deployed at all
levels. They are routinely charged,
generating internal competition
between departments, which is also
used as promotion criteria.

Although there is no bonus system
that rewards good performances,
they feed the employee’s promotion
opportunity.

The company presented an
accumulated increase in
productivity of 67.02% between
2013 and 2017.

2013 > 2014: 1.11%

2014 > 2015: 35.53%

2015 > 2016: 0.77%

2016 > 2017: 29.61%

The search for knowledge is entirely
centered on the headquarters
in the USA and Italy. Due to a
strategic decision by the parent
company abroad, the Brazilian
operation, temporarily, will not be
able to develop new products until
previous investments are financially
recovered.

The management team in Brazil
frequently meets to discuss market
trends, innovations, and the
company’s performance as a whole.
Improvements are incorporated into
the production processes, generating
improvements in products.

Managers, together with their
teams, consider new information to
transform and adapt the routines
that need to be reworked.

Although the company considers
new information in order to
transform its routines and apply
them, many improvements come
up against the strategic limitation
imposed by the head office on the
Brazilian subsidiary.

The company does not have a lean
manufacturing system in place in
all countries (it does not have the
system in the Brazilian subsidiary).
Results are measured periodically,
and employees who do not achieve
results, after specific training, are
dismissed.

The financial and non-financial
goals are deployed worldwide up
to the level of supervision of each
subsidiary. The goals guide the
employee’s actions. Short, medium,
and long-term goals are managed.

The company maintains a worldwide
training plan for attracting talent.
Although employees do not have
a formal career plan, they are
remunerated with bonuses in view
of the results achieved.

In the accumulated years between
2013 and 2017, there was an increase
in productivity of 37.22%.

2013 - 2014: -1.08%

2014 > 2015: 21.16%

2015 - 2016: -4.03%

2016 > 2017: 21.17%

The company maintains an R&D
center at the office of its parent
company in the United States, where
it maintains training programs
and alignments with the various
R&D units around the world. This
information derives, in addition to
the internal work of PhD’s, from the
firm’s interaction with suppliers,
customers, universities, and
research centers.

The company maintains a rotation
program for employees from
different plants in the world,
working temporarily in the R&D
located at the office of its parent
company. This routine allows for
a greater flow of information and
assimila-tion of knowledge. In
addition, daily and weekly meetings
are held by the teams.

New routines from abroad are
easily incorporated, readapted,
and generate new routines. In some
cases, this transformation comes up
against the limit of the operation
of customers, who are unable to
modify their production structures
due to high implementation costs.

The new knowledge is adapted
and exploited in the organization,
supported by a management process
that controls all innovations.

The company adopts lean
manufacturing practices in a
standardized manner at all plants
around the world. Daily, there are
meetings between  supervisors
and their teams to align goals and
results. Performance problems do
not harm the firm, as daily meetings
are used to correct errors and
increase the chances of getting the
intended results.

The goals are aligned with the
company’s long-term plan,
distributed to all plants and
descending to all levels. In general,
they are not easy to reach. However,
it motivates employees due to the
award system linked to this system.

The company has a system that
controls results vs. targets linked
to the bonus payment program. In
order to seek greater efficiency, the
firm is judicious in the selection
and hiring of talents.

The company showed accumulated
productivity growth of 7.35%
between 2013 and 2017.

2013 > 2014: 1.38%

2014 > 2015: 6.91%

2015 > 2016: -4.33%

2016 - 2017: 3.39%

Note. Elaborated by the authors.




Table 3 highlights another important
point: Transnational companies were motivated
to innovation due to challenges — activation
mechanisms — to their survival. For Alpha, the
activation mechanism was the installation of
its plants within the customers’ manufacturing
areas. In the case of Beta, it was the invention of
a mechanism that allowed the plastic blowing
technology to increase productivity eighteen times.
For Gama, the incentive was the company’s will to
stay ahead of its competitors.

practices and the search for external knowledge to
improve innovation activities, generates positive
resultsin productivity. This was observedin the three
companies due to the accumulated growth (Alpha:
67.02%; Beta: 37.22%; Gama: 7.35%). According to the
managers interviewed, the superior result of Alpha
stood out because of the radical transformation of
the management process in recent years, supported
by the work of a consulting firm.

In general, it can be inferred that the culture
of these companies, with regard to management

Table 6. Summary of the results verified in Brazilian companies.

In the case of Brazilian companies, the results
are presented in Table 6.

Sigma

Zeta

Potential
absorptive
capacity

Acquisition

Assimilation

Realized Transformation
absorptive

capacity

Exploitation

Management
practices

Operation

Performance

Incentives

Results Productivity

The innovation policy is geared towards customer
demands. R&D is reactive, acting mainly to
adapt the production of these demands to the
company’s equipment. Every innovative effort is
directed towards incremental improvements in
the product lines. Another aspect of knowledge
acquisition results from the purchase of machines,
which generates training for those involved in the
operation.

Knowledge arising from the exchange with
customers or with suppliers related to the
equipment purchased by the company is limited
to departments involved in the operation.

The changes in routines are not significant beyond
the departments involved. The changes are due
to the technological dependence surrounding the
equipment the company uses.

Due to the company’s characteristic of
concentrating new knowledge in the productive
areas, it does little to transform and exploit the
potential for improvements that are presented.

The company follows operational parameters
within the standards imposed by accreditation
certificates, such as the ISO 9001 certificate.

There are general figures, such as billing goals,
customer acquisition goals, waste goals, general
quality goals, customer satisfaction goals, among
others. These are drawn up once a year in January.

The company applies a profit-sharing system
limited to the requirements of current legislation.
The goals are general, but not individualized,
which does not allow remuneration to be linked
to performance.

The company’s accumulated productivity
between 2013 and 2017 decreased (0.66%).

2013->2014: -0.24%
2014->2015: -2.76%
2015->2016: 3.76%
2016>2017: -1.42%

The company’s new knowledge is concentrated
in the packaging engineering department, which
acts, above all, on the functionality of the
machines to adapt new products to production,
aiming at higher productivity.

New knowledge, especially that resulting from
the acquisition of new machines, is limited to the
people involved in the operation.

The changes in patterns and routines are not
significant in the company. Even though there
are some projects developed together with
customers, these do not generate changes in the
company’s routines.

Because the company adopts an innovation
practice centered on the exchange of equipment,
it does little to transform its routines and
practices.

In addition to the certification ISO 9001-2008
implemented, the company maintains the SAP
system to integrate the operations. The SAP is
understood as extremely important to ensure the
standardization of operations.

Billing numbers are generally allocated according
to the department. After defining the annual
number, these are distributed to all departments
in all factories, limited to the managerial sphere.

Performance compensation does not occur for all
levels, only for managers and directors.

The company’s accumulated productivity
between 2013 and 2017 decreased (7.59%).

2013->2014: -2.74%
2014->2015: -2.71%
2015->2016: -0.43%
2016>2017: -2.57%

Note. Elaborated by the authors.




The analysis of Table 6 above allows the
following observations to be drawn:

The two companies, Sigma and Zeta, restrict
their search for new knowledge based on the
acquisition of machines or the need to meet
customer demands.

R&D departments do not have research
activities and are involved in the production
area, working to adapt products to
manufacturing processes. This fact is
corroborated by Feldmann (2009) and
Ledereman, Messina, Pienknagura and
Rigolini (2014), when mentioning the low
innovation rates of Latin American firms.

Sigma and Zeta adopt management processes
according to accreditation standards, such
as ISO 9001-2008.

In both companies, social integration
mechanisms occur at low levels, which
disaggregates employees and disperses the
focus on results. For example, managers
concentrate important information on
themselves, neither disseminating it among
their team members nor promoting the
information exchange or circulation within
the firm, through different mechanisms.

As shown in Table 3, it is interesting
to observe that, in national companies, the
activation mechanisms that lead to pursuing
external knowledge are limited only to the
need to meet customers’ demands, with no
other market situation such as crisis or vision
encouraging the firms to differentiate through
innovation.

In addition, the management culture of
these companies does little to help absorb
relevant external knowledge, which could boost
the innovation process and consequently leads to
increased productivity. This finding is reflected
in the drop in productivity accumulated between
2013 and 2017 for the two Brazilian companies
(Sigma: -0.66%; Zeta: -7.59%).

This section has outlined some of the more
general findings of the two groups of companies.
Other issues are discussed in the following
section.

DISCUSSION

Academic literature, documents from
government agencies about management issues
(Agarwal et al., 2014; Bloom & Van Reenen,
2010; Feldmann et al., 2019; Ledereman et al.,
2014), and numbers about the efforts toward

innovation usually associate good results on this
matter with developed countries. This research
associates good management practices and
absorptive capacity with productivity, offering
elements for discussion, as presented in this
section.

With regard to the absorptive capacity of
transnational companies, these organizations
access knowledge directly from their parent
companies abroad. Bertrand and Mol (2013)
argue that the parent companies, usually located
in developed countries, count on abundant
resources, producing knowledge based on
strong processes of R&D. These processes are
reinforced by the interaction with other research
bodies such as universities, research centers,
and suppliers. Wang and Han (2011), Miller-
Seitz and Giittel (2014), and Cohen and Levinthal
(1990) emphasize that these practices favor the
growth of absorptive capacity.

New knowledge in Brazilian companies
is the result of purchasing and operating new
equipment, and a consequence of the need to
meet unilateral demand from customers. In
addition, as suggested by Nonaka and Takeuchi
(1995), when studying Japanese firms, Brazilian
companies may be stimulated and obtain insights
from opportunities such as partnerships with
suppliers or visiting fairs, which would broaden
the organizations’ horizon of knowledge. In this
sense, the activation mechanisms — which leads
a firm to seek new knowledge (Zahra & George,
2002) — in Brazilian companies are limited
to meeting customers’ demands and trying
to innovate on this basis, resulting in fragile
competitive strategies.

In national companies, because a large
part of the routines is related to acquisition and
assimilation of external knowledge (potential
absorptive capacity), both the transformationand
the exploitation of external knowledge (realized
absorptive capacity)arenotwell developed. There
is also a lack of social integration mechanisms in
companies. The presence of these stimuli would
reinforce social cohesion among employees
and between leaders and their subordinates,
promoting a learning and cooperation routine
for the implementation of new ideas (Morano,
Barrichello, & Jacomossi, 2016; Vega-Jurado,
Gutiérrez-Gracia, & Fernandez-de-Lucio, 2008;
Zahra & George, 2002).

By comparison, transnational companies
show an effort in managerial routines to
reinforce established standards. Examples
of these managerial routines are the high
frequency of meetings held between leaders and
their teams, and rotating employees in different




roles. Therefore, the managerial routines
are important mechanisms, contributing to
improving the distribution of knowledge and the
implementation of new routines in organizations
(Armstrong & Lengnick-Hall, 2013; Cuervo-
Cazurra, 2017; Zahra & George, 2002).

There is a relationship between these
mechanisms of social integration and the
managerial tasks, considering that routines
established in organizations are formally
contemplated — most of the time — in the
design of their processes. Thus, it is possible
to say that the design of good management
practices in the organization will positively
influence its absorptive capacity. This position
is corroborated by Guimaraes et al. (2016), who
state that if there is a good management process,
the company adopts patterns of behavior
that indirectly contribute to the increase of
knowledge coming from external sources.

The study observed disparities between
transnational and national firms in different
dimensions analyzed. Regarding Operations,
transnational companies adopt tools for
applying lean manufacturing concepts, with a
visible emphasis on controlling performance
indicators. Brazilian companies limit their
management using control mechanisms offered
by the ISO 9001-2008 indicators.

Concerning the dimension of Performance,
multinationals adopt well-defined criteria for
planning and distributing goals, following a
guideline from the parent company abroad.
These goals are broken down by plants, directors,
management, and supervisors, to the firm’s
shop floor, and include performance bonuses
for achievement. Brazilian companies use goals,
detailed by the board of directors and general
management, followed and controlled based on
the ISO system.

For the dimension Incentives, Brazilian
firms follow labor legislation and union
agreements as a parameter to guide the system
of employee bonuses. The bonuses in Brazil are
not linked to performance but are a fixed amount
stipulated by law. This practice goes against
the suggestion by Phoocharoon (2015) and
Wang, Zhao, and Zhou (2018). For the authors, a
management system that incentives employees
to acquire and promote new knowledge that can
promote changes is essential to develop the
firm’s absorptive capacity.

Transnational companies adopt well-
defined criteria for promoting people and
attracting or retaining talent, offering career
and salary plans, as well as clear promotion
policies. According to Bloom and Van Reenen
(2006, 2007), in developing countries such as
Brazil, where there is strong labor legislation,
companies adopt few management mechanisms
aimed at increasing productivity based on
employee motivation and engagement.

According to the discussion above, both
absorptive capacity and good management
practices are different when comparing
transnational companies and Brazilian firms.
These differences have a direct impact on the
firms’ productivity, as observedin Tables 5 and 6,
which shows that multinationals had an increase
while Brazilian companies had a decrease in
productivity during the period analyzed. This
fact corroborates the studies by Bloom and Van
Reenen (2006) and Maloney and Sarrias (2014),
who found that in Brazil many companies are
— considering the statistical distribution of
organizations according to management — in
the long tail of badly managed firms, which is
evidenced based on their low productivity.

Kim (2016) argues that companies with
FDI (foreign direct investment) are more likely
to feel the effects of technology transfers on
productivity. The author states that domestic
companies benefit from the spillovers of FDI
when they present higher absorptive capacity.
Brazilian firms seem to be less open to such
influence, not likely to engage in collaboration
with external networks.

All the dimensions related to the variables
‘absorptive capacities’ and ‘good management
practices’ have an impact on the dynamics of
innovation and, consequently, on productivity,
which contribute to improve the firm’s
performance.

When analyzing the elements altogether, it
is possible to build a new understanding of the
dynamicsaround companies’ productivity.Figure
1 represents an analytical model evidencing
the relationship among the dimensions and
variables and the impact on productivity and,
finally, competitiveness.
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Figure 1. Analytical model of the relationship between good management practices and absorptive capacity.

Figure 1 shows productivity as the main goal.
The model demonstrates that a firm with good
management practices combined with its absorptive
capacity influences its productivity and shows how
the variables interact.

When looking at the model, it appears that
the variables included in the box referring to good
management practices (Operation, Performance,
and Incentives) interact with each other, providing
feedback and forming a management process
that influences the absorptive capacity. This
integration is reinforced by the mechanisms of
social integration and is driven, from the beginning,
by activation mechanisms (crises or opportunities).
Routines related to absorptive capacity maintain
their particularities, at the same time profiting from
the outcomes of an organizational culture of good
management.

CONCLUSION

This research sought to examine the
interaction between the variables ‘good management
practices’ and ‘absorptive capacity’ and its impact

on firms’ productivity, observing the differences
when comparing the phenomenon in Brazilian and
transnational companies operating in Brazil.

There is no way to neglect the importance
of good management practices in the context of
innovation and firms’ competitiveness (Agarwal
et al., 2014; Bloom & Van Reenen, 2010; Bloom et
al., 2019; Feldmann et al., 2019). The role of this
variable is evidenced as an agglutinating and
guiding element of activities in the search for
external knowledge (absorptive capacity), seeking
to improve productivity and, consequently, the
firms’ performance.

Thus, management has an important role
in influencing processes of absorptive capacity
(Guimaraes, Thielman, Guimaraes, & Cornick,
2016). Management implies adopting performance
standards that indirectly contribute to the increase
of knowledge from external sources, which directly
affects productivity and ensures competitiveness.
These effects are enhanced when the company
invests in areas that increase social integration
(Morano et al., 2016; Vega-Jurado et al., 2008; Zahra




& George, 2002), creating an environment where
creativity and knowledge flow smoothly.

The research demonstrated that, because of
their complementarity, good management practices
and absorptive capacity could not be analyzed in
isolation when seeking to understand productivity.
This evidence allowed the construction of the
analytical model shown in Figure 1.

The result of a good absorptive capacity
process can be materialized in the form of
innovation that, to a large extent, contributes to
increased productivity. On the other hand, the
increase in productivity is a result of the firm’s good
management processes, which, indirectly, reinforces
the absorptive capacity. Nevertheless, the increase
in productivity, both as a result of innovations and
as a result of an efficient management process,
places the company in a better condition to compete
in its operating markets.

Thus, the study demonstrated the relationship
between the good management practices and
absorptive capacity and the extent to which these
variables, combined, influence firms’ productivity
levels. In addition, significant differences in the
practices adopted between Brazilian companies and
subsidiaries of transnational companies operating
in the country could be verified, corroborating the
studies by Bloom and Van Reenen (2010). While
transnational companies are more pragmatic and
result-oriented, Brazilian companies are lazier and
lack effective management mechanisms.

That said, the task of absorbing external
knowledge and its internalization in routines and
procedures are hampered by the low effectiveness
of the firm’s management. In addition, national
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