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COUNTRY EFFECTS ON MANAGERIAL PRACTICES
IN TRANSPORTATION AREA: EVIDENCE FROM RUSSIA
AND GERMANY'

The competitiveness of individual companies is related not only to their own characteristics, but also to
the institutional and economic characteristics of the home countries of these companies. How the business
environments of countries affect the results of applying management practices in different companies is a
complex research issue, as managerial practices have many characteristics. Nevertheless, Russian enter-
prises have to use new technologies to increase competitiveness in the world market. We analysed both the
sector of transportation where geographic closeness is a key indicator of competition, and transportation fa-
cilities where incremental costs and savings can be implemented to build variables of the market structures.
The research sample includes 210 specialized logistic firms with variation of ownership structure and collat-
eral agreements. We have examined firms in two markets: Russian and German ones. The analysis is based
on the data from 7 Russian regions, and 6 German federal states. We have found that the quality of mana-
gerial practices — estimated by using a new survey instrument — is strongly linked with commercial ratios
such as a rate of fail to deliver and a rate of consumer satisfaction. A high level of competitiveness is demon-
strated by a greater number of companies in the same region. We have found that this is positively correlated
with increased quality of managerial capabilities. This correlation is reinforced when we quantify the num-
ber of local firms with local logistic infrastructure. This paper reveals that the increasing the effectiveness of
managerial practices are due to the characteristics of the country of origin. The results allow to develop rec-
ommendations for policy-makers to improve the business environment.

Keywords: transfer of managerial technology, managerial practices, cross-country analysis, transportation, effi-

ciency of resources, project management, logistics infrastructure

Introduction . .
tion to business development as a whole. However,

For the past several years, management re-
searchers have thoroughly estimated outstanding
deviations in performance between firms within
countries and also across countries. The questions
as to why this deviation exists, where it founded
from, and how it influences economic develop-
ment have populated scientific journals ever since.
One factor long thought to be linked to these de-
viations is the quality of managerial capabilities
introduced at the institutional level. The man-
agement of an institution can have a number of
different issues, and, thus, it becomes clear that
deviations in the point of view of how and what
managerial capabilities to introduce will arise.

Understanding the instance of managerial ca-
pabilities and their influence on firm performance
is a crucial stage bringing the understanding of the
development of a sector as well as the contribu-
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because of absence of relative evidence and data,
especially emerging markets, it is only a few work-
ing papers related to this interesting field.

Theory

The concept of management technologies ap-
peared in the 1960s. It was considered as infor-
mation and tools for its storage J. Woodward [24],
as activity and knowledge about cause-and-effect
relations J. Thompson [21] and as a variability of
C. Perrow’s search process [18]. A new surge of in-
terest in the topic occurred in the 1970s in con-
nection with the transfer of technology. First of
all, the term «management know-how» appeared
as «various managerial practices, principles, and
techniques used by managers in the United States
and Western Europe to perform five main func-
tions: planning, organization, recruitment, man-
agement and control» [16, p. 54]. During this pe-
riod, most researchers considered managerial
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know-how as an element of overall economic de-
velopment [25]. In addition, terms such as organi-
zational technology [23] and administrative tech-
nology are widely used. The next step in the devel-
opment of the concept of management technol-
ogies was the introduction of the term «transfer
of knowledge», which is defined as the process of
interaction through which a recipient (organiza-
tion, unit, group, personality) receives the expe-
rience and knowledge of the donor [4]. Thus, the
field of research was expanded in the search for
the sources of competitiveness of a company.

The resource concept formulated by
B. Wernerfelt [22] found that the source of com-
petitive advantages of the company is the unique-
ness of its resources. The development of spe-
cific resources and practices of the company al-
lows it to retain a competitive advantage and the
ability to make a profit. At the same time, the firm
must create value important for the consumer [6,
19]. The combination of specific resources and dy-
namic capabilities of the company is a key ele-
ment in obtaining a competitive advantage [12].
The resource concept sees the management of the
company as a source of economic profit creation.
This thesis was confirmed by the empirical work of
R. Ramelt «<How much does industry matter?» [20].
There he found that the differences in profits at
the inter-firm level exceed the inter-sectoral level
by seven times. Thus, the effect of introducing a
new management practice depends on how this
practice will serve to create a specific resource or
dynamic ability of the company, which will allow it
to create value that is important for the consumer.

The cross-country studies of management
practices concluded that firms in low-and-middle-
income countries, as well as countries with econ-
omies in transition, have significantly lower levels
of management practices and specific resources
than companies from developed countries [7, 17].

Recent studies found that managerial capa-
bilities — expressed in form of three key factors:
monitoring, targets, and incentives — are clearly
related to firm and national performance [1, 2,
13]. In short view, these working papers find that,
firms which have better managerial capabilities,
as a result, have better commercial and produc-
tion outcomes (outcomes were measured by dif-
ferent rations e.g. net income, gear ratio, sales per
employee); a high level of managerial capabilities
lead to higher sales per employee performance in
retail sector; s high level of managerial capabili-
ties in public healthcare have lower level of heart
attack mortality rates; a high level of managerial
capabilities in public schools lead to better aver-
age score per student [10, 11]. A recent qualitative

study on 28 Indian textile plants performed the
analysis of related crosslinks and take attention
to a visible correlation between managerial capa-
bilities and production level [10]. Managerial con-
sulting activities were provided to a population
of casually selected factories to help them apply
managerial capabilities and compared their finan-
cial and production outcomes to a different casual
chosen dataset of controls [8, 17]. This study has
shown that application of good managerial capa-
bilities for targets, monitoring and incentives was
intensively effective, and in short run perspective
can increase the level of production of 18 %.

Another general outcome to this working pa-
per is that manufacturing plant in countries with
low and middle income have, on average, much
downscale managerial capabilities rather than
plants in countries with high income [3, 17].
Notwithstanding, the presence of several compa-
nies with world-class managerial capabilities in
countries with low and middle income, the low av-
erage quality of managerial capabilities in these
countries seems to be due to a large set of firms
with worse managerial capabilities. Such firms
with bad management practices usually work
without fundamental types of monitoring as well
as targets and incentive mechanisms common for
the firms from developed countries. Therefore, it
leads to the low level of production. [5, 11].

Data and Methods

To evaluate the managerial practices that man-
agers used during their day-to-day duties, we used
the methodology proposed in Nick Bloom and
John Van Reenen’s working paper [11]. We intro-
duced their management estimation tool to the
transportation public sector setting, giving atten-
tion to information from the managerial literature
[8, 10]. We accumulated qualitative and quantita-
tive datasets related to managerial practices for
210 firms of transportation and logistics sector in
Russia and Germany. For each organization, we
involved three dimensions of management prac-
tices: one related to monitoring and incentives,
one broadly related to the autonomy, and one con-
cerned to other effects of managerial practices.

To assume our theoretical implications related
to the efficiency of implementation of good man-
agerial practices in different countries, we use car-
riage management in Russia and Germany. We as-
sume that Russia is estimated as transitional
economy and Germany is estimated as a devel-
oped economy.

Transport and communication had 7 % share
of GDP in the Russian economy in 2015 (based
on Rosstat data). In the same time, transport also
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Table 1
Carriage operations structure: a comparative analysis
Russi G
Type of ussia ermany
Ne transport Volume, Share % Volume, | Share,
th. tons th. tons %
Railroad 1217948 19,05 365003 8,29
2 | Trucks 5040594 78,80 | 3506500 79,6
3 | River 118415 | 1,85 | 228489 | 5,19
shipping
4 |Marine 18283 | 028 | 300120 | 6,82
shipping
Aviation
5 . 1064 0,02 4396 0,1
freight
6 |TOTAL 6396306 100 4404508 100

Source: authors, based on Rosstat and FSGS databases.

had a significant segment in the macroeconomic
system (15 % of GDP, based on Federal Statistical
Government Service database) (Table 1).

We do not use in our analysis pipeline trans-
portation because it is used for specific purposes
such as transportation of liquid gas or crude oil.
Thus, there is a lot of technological circumstances.
A second reason complies difference in a type of
business structures — such communications are
owned and used by large conglomerates such as
E.ON in Germany or Transneft in Russia. That is
why this type of transport is not appropriate for
our analysis.

Qualitative Data

The shell for the econometric regression
is obtained from different implications. The
first is the management overlook prepared by
the Department of Management at the Ural
Federal University and the Faculty of Economics
and Business Administration at the European
University Viadrina in Frankfurt am Oder. It in-
cludes 18 responses from which managerial ca-
pabilities source is calculated plus additional data
regarding the process of the interviewing and spe-
cialties of the organizations. This is crosschecked
by independent datasets from the State Ministry
of Transport, Russian-German Trade Chamber,
and other government structures, which repre-
sent data on the measurement of qualitative and
quantitative characteristics and access estima-
tion of firm’s characteristics. Our working data-
base is working on 510 carriage operations from
210 organizations. The geographical proximity of
research includes 4 federal states and 2 cities in
Germany and 5 states in Russian Federation.

The substance of the questionnaire is consist
of 18 points, which have been unified in the fol-
lowing four groups: targets (5 ranked questions),
incentives management (5 ranked questions),
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monitoring (4 ranked questions), targets (4 ranked
questions). For each of interviewee responses, the
interviewer reports a specific index between 1 and
8, a higher value indicating a higher outcome in
the chosen subcategory.

To try to avoid responses with biases, we used
a blinded interviewing approach. The first stage
of this was that the interview procedure was per-
formed by telephone or Skype without supple-
mentary data for managers in advance that they
would be evaluated. The second stage included the
sending of the questionnaire by email or fax with
18 questions. Moreover, these questions catch
current firms’ managerial practices and examples,
with the additional questions until the interviewer
can make an appropriate estimation of the routine
managerial capabilities related to these cases. The
questions correlate in the following manner to
these clusters. Autonomy: 1-4, Monitoring: 5-8,
Targets: 8-12, Incentives management: 13-18.
Conducting of the survey with managers was sup-
ported by an official letter from the State Ministry
of Transport or Russian-German Trade Chamber,
and the name of the Ural Federal University.
Interviewing process held under an hour. We in-
terviewed up to three persons in every organiza-
tion — a general manager, operational manager
and business development manager. The response
rate of return was unlinked with variables such as
performance outcomes and other organizational
matters such as headcount, country factor etc.

Performance Survey Data

Measurement of productivity is quite difficult
in service organizations, especially in the trans-
portation sector, so regulators and researchers,
as a rule, should perform a wide range of calcu-
lations [15]. The commercial outcomes we use are
the stage of completion rate of carriage operation.

Other Controls

First, we control for a mix of operations (case
mixing) by controlling for the stage of comple-
tion. We also control for the total number of pro-
ject implemented within an organization. That af-
fects their quality and is connected with economy
scales: developed one (Germany) or developing
one (Russia).

Second, we estimate effectiveness for resources
of the firms, which are all related to logistics in-
frastructure. The purchasers of infrastructure sub-
jects such as warehouses, roads estimate a defined
geographical proximity and measures allocation
of the resources on the approach, which related
to the evaluation of firm’s outcomes. This system
is invented to prevent the use of resources allo-
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cation for supporting bad managerial capabilities.
Moreover, we are concerned to control the influ-
ence of capabilities as they may impact on both
commercial results and the options of managerial
capabilities. We also seek to ensure that our vari-
ables will not be defined by resources connected
to the geographic proximity. This methodology is
consistent with the principles of research using
panel data [14].

Empirical Model

Our empirical model, as a survey unit uses
i-operation on delivery of j type in n organization.
We evaluate the following OLS, where y, comple-
ment to the carriage operation rate of completion,
or the quality assessment of the carriage opera-
tion, as described in Table 1, and the three main
variables of managerial practice are the CS, .
CS, ... and CS  indicators described below in
equation (1).

Because of many organizations observe reali-
zation of the similar type of carriage operations
j, we estimate variable for fixed effects of the car-
riage operation o in our basic model (1). In basic
equation (1), we assume that within carriage op-
eration, complexity/simplicity characteristic and
managerial characteristics are non-similar for
each carriage operation:

o, = O(‘ianS +a. CS.

ij autonomy ijn incentives

+ ocimCS + PCim +0C,

other (1)

To provide availability for interpretation of the
evaluated crosslinks related to management prac-
tices and carriage operation completion rates, we
need to review three observed assumptions: (i)
projects are distributed in a random way within
organizations based on their managerial capabil-
ities; (ii) unobserved firm characteristics related
to managerial capabilities are also derived from
the indecies of project completion; (iii) manage-
rial capabilities are heterogenious and tailored by
local management characteristics or project re-
sults. As follows, we use our results to describe
crosslinks between various forms of managerial
capabilities and project completion rates as de-
scribed in Table 1.

PC,, includes operation data such as complex-
ity or simplicity, budget rate and whether the op-
eration is on continuance basis or not. OCn in-
cludes the log headcount, the quantity of univer-
sity graduated managers.

The testing of correlation of Monitoring and
Targets dimensions is not provided sustaina-
ble statistical evidence in contradistinction to
Autonomy and Incentives dimensions. Developed
system of procedures and reglamentation of codes

Table 2
Correlation between accumulated carriage stage of com-
pletion and management practices within firms:
Part A. Russia

Indepen- | The rate of carriage operation completion
dent . Less than | More than

variables Failed 50 % 50 % Successful
Autonomy 0.12 0.21 0.22 0.19
Incentives | —0.017 —-0.11 -0.11 -0.14
Other 0.10 0.05 0.05 0.08
PC

unobserved

ocC

Part B. Germany

Indepen- | The rate of carriage operation completion
dent . Less than| More

variables Failed 50 % |than 50 % Successful
Autonomy 0.1 0.18 0.17 0.18
Incentives -0.06 —0.11 -0.11 —-0.16
Other 0.10 0.05 0.05 0.08
PC
OC unobserved

Source: performed by authors.

of conduct, sustainable business processes on the
middle-management level, operating on the level
on day-to-day delivery operations related to low
level of Autonomy. Effective labor contracts based
on key performance indicators and remuneration
based on characteristics such as carriage operation
completion rate, the rate of Client satisfaction are
related to high values of Incentives dimension.

In Table 2, we represent a chi-square statis-
tics for each stage of project completion. We can
assume that difference between the influence of
managerial capabilities for carriage operations of
German and Russian firms on the stage of com-
pletion could be various depending on failure/
success of each operation. From the other side,
we should asses a country factor on the weight of
each independent variable on the carriage opera-
tion stage. Furthermore, we can split high influ-
ence of one managerial practice in Russia (Part A)
and Germany (Part B) (See Table 2).

As we can see from Table 2, the level of cor-
relation between management practice dimen-
sions and s stage of completion is quite similar
for Russia and Germany. Moreover, characteristics
of noise variables and project controls are unob-
served in the model. By using the method of ap-
proximation, we build up a spit chart of coeffi-
cients of Autonomy and Incentives on the stage of
carriage operation completion (Figure 1):

Notes: We assume a carriage operation rate of
completion of p% and then consider all potential
outcomes from 1 % to 100 % accrued of 1 %.
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Fig. 1. Approximation of coefficients of Indexes at different levels of the stage of completion

Results

Based on our results, we can assume, that
transportation organizations do not pay attention
to managerial practices of their business. The dif-
ferent types of operations have different types of
characteristics. Thus, there is no universal toolkit
of managerial practices fit with the same qual-
ity to a wide range of transport operations. Other
explanation for these phenomena is related to
the low quality of project management, that key
stakeholders do not measure project management
approaches to day-to-day routine operations.
That is why measurement of quality of such op-
erations seems difficult. Moreover, as stated in [9],
a worth level of managerial practices could be ex-
planed by the fact, that the cost of management
quality improvement is higher than potential re-
turns from these actions. In fact, this is especially
applicable for Russia, a country with a transitional
economy, low level of competition and high trans-
action costs, where the mechanism of the market
economy is still gather momentum.

Conclusions

We can conclude that the process of transfer of
managerial technologies has a number of key dif-
ferences from the transfer of production or prod-
uct technologies. In general, the transfer process
itself carries certain risks, since the costs incurred
by the misuse of transferred technologies may be
higher than the expected profit. At the same time,
cross-cultural interaction is an additional risk fac-
tor in the transfer of management technologies.
According to the survey, the factor of national cul-
ture is not always taken into account. Most au-
thors focus their attention on intra-firm and in-
ter-firm transfer, using cognitive approaches to
the study. There is a clear lack of research on the
practical results of the transfer, as exemplified by
the relocation of production units, mergers and
acquisitions and the interaction of transnational
corporations. The least studied area is the transfer
of management technologies in the field of intan-
gible production.
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