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The Business of  Business Schools:  
Restoring a Focus on  

Competing to Win 

Robert Simons

Abstract

As business leaders worry about the decline of  American competitiveness, business schools are re-
sponding by changing their curriculums. But are the topics and approaches taught in today’s business 
schools part of  the solution or part of  the problem? In this paper, I explore the possibility that four 
trends in current MBA curriculums—theory creep, mission creep, doing well by doing good, and the 
quest for enlightenment—are teaching students to be uncompetitive in today’s global markets. If  this 
hypothesis is true, I argue that business school curriculums should be re-centered around the tough 
choices needed to compete—and to win. 

Author notes: My thanks to Natalie Kindred, senior researcher at Harvard Business School, for in-
valuable assistance in developing ideas, gathering supporting data, and preparing summary analyses. 
I am also grateful to Jeff  Cronin for data analysis and to the following for insightful comments and 
suggestions on earlier drafts: Lynda Applegate, Zeshawn Beg, David Bell, Amar Bhidé, Joe Bower, 
David Champion, Srikant Datar, Mihir Desai, Ben Esty, Claudio Fernández-Aráoz, Ray Gilmartin, 
Ian Gow, David Hawkins, Sarah Jacobson, Bob Kaplan, Steve Kaufman, Carl Kester, Carin Knoop, 
Jay Lorsch, Mike Mahoney, Asís Martínez-Jerez, Henry Mintzberg, Tom Piper, Mal Salter, Tatiana 

Roy Zider, participants in the Harvard Business School seminar in Accounting and Management, 
and Harvard MBA students in my “Designing Winning Organizations” course.
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There has been a surge of  interest over the last decade about the urgent need to re-
shape American business schools.1 Recognizing that the current business school model is 
based on 1950s design concepts, an increasing number of  scholars are advocating fundamen-
tal changes in how MBA students are taught in graduate schools of  business. Their arguments 
are consistent: business schools are teaching students the wrong things in the wrong way 
(Khurana and Spender, 2012;; Datar, Garvin, and Cullen, 2010;; Mintzberg, 2005;; Ghoshal, 
2005;; Bennis and O’Toole, 2005;; Pfeffer and Fong, 2002).  
 At the same time, there has been a lot of  handwringing in the business press about 

-

-
pete in industries ranging from autos to wireless electronics, has put American business lead-

 

-

the inequities created by our capitalist system.  
 As American businesses struggle to adapt to increasing global pressures, business 
schools are also changing. But are business schools part of  the solution or part of  the prob-

-
 

 This is not a problem of  bad intentions or incompetence. It’s a story of  good inten-
tions gone awry.       

-
tion that the fundamental goal of  business is to compete to win customers and investors. 

-
dermining the ability of  students to compete effectively. This leads to an analysis of  the con-
sequences of  these choices. I end the paper by pointing to topics that should be addressed 
by business schools interested in improving the competitive capability of  future business 
leaders.  

are not only uncomfortable, but fundamentally at odds with the zeitgeist of  modern business 
schools. Moreover, I recognize that my interpretations and conclusions may be incorrect. 
And, in many ways, I hope they are. . 

1 I focus this analysis on American business schools, but the arguments apply to the business schools of  many 
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Part I. – !e Business of Business  
 

should highlight an assumption that may seem obvious, but is critical to the arguments that 

two hundred years ago, the presence of  multiple buyers and sellers competing with each 

-

-

similar arguments in describing the cross-border innovation created by what he calls 
 

to socialist or statist alternatives), there has been a longstanding debate about the proper role 
-
-

The New York Times titled, “The Social Responsibility of  Business is to In-

1970).  
 Friedman’s argument rests on the now-familiar themes of  agency theory in which 
executives are the agents of  shareholders and have a fundamental obligation to maximize 

-
ers owe their allegiance.  
 In Friedman’s analysis, the diversion of  corporate resources for social ends is a per-
nicious tax, the proceeds of  which are allocated according to the unreliable whims and pref-
erences of  individual executives. He argues that this practice is fraught with danger since 
executives charged with this duty have no special expertise in allocating resources to achieve 

 He further criticizes the process by which this misallocation of  resources occurs as 
undemocratic: driven by activists who, unable to achieve their ends by legitimate political 

-
tributing resources to the various causes favored by activists.  
 Friedman widens his indictment of  corporate social responsibility by arguing that 

-
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ly adverse effects on customers, who may be forced to pay higher prices to fund these social 
initiatives, and on employees, who may face lower wages as a result.   

-
mate. Instead, he argues, responsibility for social causes and societal wellbeing should be re-

of  their choosing. (e.g., Bill Gates can freely choose to give his own money to charity or sup-
port other social causes, but Microsoft executives should not assume rights to give away 
shareholder money.)  
 Most people are uncomfortable with Friedman’s analysis. A different, and more pop-

argues that the executives of  corporations should assume responsibility for creating value for 

by insisting that executives measure their success in creating value not only for investors, but 
also for customers, employees, vendors, communities, and the environment.   

-

 

-
 

bags and leave. Shareholders can sell their equity positions and reinvest in companies that 
focus resources exclusively on creating shareholder value (or that emphasize social respon-

 

our capitalist system and our economic success.   
-

sence of  business. And, in any competition, the ultimate goal is to win. Companies that pre-
-

es than competitors: choices that create superior value in the eyes of  customers and 
investors.   
 
 



Capitalism and Society, Vol. 8 [2013], Iss. 1, Art. 2

6

U.S. Competitiveness Under Attack  
 

unassailable advantage.   
 China, for example, today provides the technology for manufacturing iPads and com-

the world’s largest producer of  coal, steel, and cement and manufactures two-thirds of  the 

the aim of  becoming the world’s civil engineer, the country successfully won the contract to 
-

States.2   
 China is not alone. The capitalist spirits unleashed by entrepreneurs in India, Brazil, 

-
nesses in these countries increasingly competitive.   
 Table 1 illustrates the relative changes by country in one measure of  competitive-

-

a corresponding loss in American share. The relative change is dramatic (in descending order) 

 

-
nomic growth, America has now endured 12 straight years of  economic growth below 4 
percent. During this same period, China has grown over 9 percent a year, as it has for the 

 
-

ly for the past three decades. The percent of  initial public offerings in the Americas has de-
clined from 41 percent in 2000 to 20 percent today with much of  the growth shifting to Asia. 
 
 
 

2 The New York Times, June 26, 
2011.
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3  

-
-

ers.4
goods (Friedman and Mandelbaum, 2011: 314). In the services sector, the cumulative number 

 
-
-
 

Street Journal poll.  

-

hard if  they want to win the future.   
 
Part II. – !e Business of Business Schools  
 

than 165,000 students graduate from American MBA programs each year, up from 20,000 
in 1970.5 -
ness schools teaching so many students the tools and techniques of  successful management, 
how is it possible for American businesses to be falling behind in the race for customers and 
capital?  
 Many explanations can be advanced for the decline in the competitive position of  

-
 

 
3 The New York Times DealBook, December 1, 
2010.
4 The Wall Street Journal, July 27, 2011.
5 -
tional, 2012: 16-17.
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prepared for the increasingly challenging business world they will face? In the analysis to fol-
low, I argue that today’s business schools may be failing to meet this challenge. If  so, the root 

education.   
 
From “Competing to Win” to “Balancing Competing Objectives”  
 

II. Coming out of  the war years, it was critically important to train a new cadre of  managers 
-

mendations funded by organizations such as the Ford and Carnegie Foundations (see Gordon 
-

ic rigor of  their graduate schools of  business administration.   
 Not surprisingly, the design of  business schools and the hiring of  new faculty re-

business schools embraced techniques such as linear programming that had been developed 
to manage wartime logistical supply lines. These mathematical models were adapted to busi-

-
tion techniques were widely taught in courses on microeconomics, planning and control, and 
production management.   
 At the same time, the principles of  mathematical game theory were also being ex-
tended and imported into business schools. In increasingly sophisticated models, the actions 
of  self-interested competitors created new business terms (e.g., a zero-sum game) and the 

bidding strategies).  
-

riculums: in this era, the focus of  business school training was teaching students how to beat 
competitors when faced with scarce resources and imperfect information.  

-

-
ing was the essence of  management.   

perils) of  capitalism and communism. Business schools were, predictably, beacons of  capi-
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importance of  responsibility to a wider range of  constituents, including employees, local 

business school curriculums aligned with an increasing emphasis in the media and society on 

  Twenty years later, following a series of  notable frauds and business failures (e.g., 

sour. The popular press recounted tales of  greed and portrayed business executives as ex-
ploiters of  the public good. The academic literature pointed to the excesses of  agency the-

as a contributing cause for the problems that followed (Ghoshal, 2005). Business schools 
responded by redoubling their efforts to emphasize responsibility to a broader range of  so-
ciety’s constituents.  New courses on corporate accountability and business ethics were in-
troduced in MBA programs across the country.  

-

-

60).  
 who, 

Rethinking the MBA: Business Education at a Crossroads, offer a comprehen-
-

Business leaders today are increasingly wrestling with the changing 

best to balance jug-
gling the demands of  such diverse constituencies as shareholders, bondhold-
ers, customers, employees, regulators, legislators, NGOs, and the public at 
large. (p. 22, italics added)

goal of  business school curriculums. In the next section, we consider the implications of  this 
goal on competitiveness and, ultimately, social welfare.  
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Part III. – Too Much of a Good !ing?  
 
Over the years, American business schools have developed sophisticated theories that mirror 

-
 

and all-inclusive that it dilutes the value that the technique or theory was designed to deliver. 
-

panded to encompass a host of  nonbusiness initiatives that divert scarce resources from the 
primary mission of  teaching students how to compete to win. Third, as more attention is 
devoted to the role of  business in improving social welfare, business school curriculums have 
increasingly emphasized doing-well-by-doing-good at the expense of  competitive advantage. 

to commit to higher-order ideals that undermine their ability to compete.   
 At the heart of  these arguments is the concept of  limited attention. Following Her-
bert Simon (1976: 294) and Cyert and March (1963: 35), my analysis assumes that organiza-
tions cannot attend to all goals simultaneously. Attention is a scarce and limited resource. 

I shall argue, these choices have important consequences for the competitiveness of  Ameri-
can business.  
 
!eory Creep  
 

the course of  a campaign that can, over time, lead to the ultimate failure of  the mission. Busi-
ness schools do the same thing, only with theories and concepts: I call this theory creep.  
 Consider a few examples. Business schools teach students that focusing on custom-
ers is important for a company’s success. This is an important idea that few would dispute. 
But this common-sense notion has been expanded by theory creep. To elevate the importance 
of  other favored groups who also want to feel important, business schools have expanded 

indiscriminately to describe internal groups. Thus, the human resources function exists to 
meet the needs of  its internal customers: the business units it serves. Similarly, the distribu-
tion division becomes a customer of  manufacturing. In the external environment, the term 

the limit, some theorists argue, “Today, the term customer not only means the traditional  
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-
bly, and Rottenberg, 2002: 11;; italics in original).  
 To reinforce the idea that everyone is a customer, business school faculty publish 

Its Dimensions, and Internal Customer  
Internal Customer
(italics added).   
 This is not a formula for winning. Highly competitive companies are crystal clear 
about who their primary customer is (and is not). They choose. Then they dedicate all pos-
sible resources to meet and exceed the needs of  that primary customer. They do not allow 

no customer group is well served (Simons, 2010, chapter 1).   
 Theory creep is also evident in leadership courses that teach the importance of  core 
values. Again, a fundamental and important idea. But the notion of  core values has been ex-

 

-

-
-

tives (Simons, 2010, chapter 2).   
 Consider another example of  theory creep. Measures and incentives are a pillar of  
business school curriculums. Although business schools started with the important insight 

diluted) the power of  this idea. Students are taught techniques for building scorecards with 

courses teach students to build comprehensive lists (Simons, 2010, chapter 3).  
 
Balance as the Goal  
 
As these examples illustrate, instead of  choosing, business schools are increasingly teaching 
students to develop lists that ensure that all points of  view are considered. In an attempt to  
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 Balance has become the overriding goal of  business school curriculums. Students are 

an overload of  measures. They are admonished to balance the needs of  various types of  ex-
 

 In classroom discussions, the corollary of  balance is inclusiveness. Students are en-
couraged to create complete lists of  alternatives with their pros and cons. Faculty rarely push 

 
 Case studies used in business school classrooms support this syndrome by providing 
increasingly long descriptions to support multiple points of  view rather than targeted inputs 

surveyed outside users of  HBS cases. Responses were received from 2,123 teaching faculty 
(13% response rate). The most frequently-cited criticisms from respondents were that cases 

 
 Balance has become both the goal and the answer in business school curriculums. 
But as Keith Hammonds argues in a Fast Company article, today’s global competitors are any-
thing but balanced:

The global economy is antibalance. For as much as Accenture and 

increasingly competing against companies that don’t. You’re competing against 
-

Balance may be the goal in MBA curriculums. But in today’s competitive global mar-

the allocation of  resources to their highest and best use.   
 
Mission Creep  
 

mission creep: ever-
-

nal mission.  
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The mission statements of  most American business schools aspire to educate leaders 

not focus on improving business practices and may, in fact, divert attention from the pri-
mary mission of  competing to win. Two of  the most common of  these initiatives are not-

 
 

 
 

aim of  exporting

 

importing

press. As a Financial Times article noted approvingly, “For years, the corporate sector has lent 

6  

to board members with diverse agendas, and the potential payoff  from investing in initiatives 

-
7  

-

students have responded. Some business schools now report that internships with not-for-
-

nandes, president of  the Association to Advance Collegiate Schools of  Business (AACSB) 
which accredits American business schools, argues that more and more business students are  
 
 
6 Financial Times, October 
4, 2010.
7 Financial Times, January 10, 2011.
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-
cially conscious than those in previous generations.    

this perspective and the energy and attention it draws. In 2010, 535 HBS students (60% of  
 

Club, 27 social enterprise teams entered the annual HBS Business Plan Contest, and 94 stu-
9  

 According to Net Impact, an organization that champions sustainable business prac-
tices, 15 percent of  graduating MBAs say they are more interested in pursuing a career in the 

10 

-

salary bonuses to encourage MBA graduates to accept positions in public service and not-
 

 
Public Policy Advocacy  
 

are also host to an array of  special initiatives and academic centers that aim to promote pub-
lic policies that improve social welfare (e.g., environmental regulation, health policies). These 
initiatives are a response, in part, to the increasing hostility that corporate executives face 
when confronted with demands for social equality. At recent Davos meetings, for example, 

11 

  The purpose of  such initiatives is to coordinate business school resources on public 
policy research, teaching, and advocacy. Stanford, for example, has a Center for Social Inno-
vation that addresses social and environmental challenges through research, case studies, ex-

-
-

trial policy. Faculty members associated with this initiative come from federal regulatory  
 
 
 
 Knight, op. cit.

9 HBS Alumni Bulletin, December 2010, p. 35.
10 Knight, op. cit. 
11 Financial Times, January 24, 2011.
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12  
 At Harvard Business School, three of  the six current school-wide initiatives focus on 

13  

 

health outcomes. The third discussed efforts to build a community of  scholars dedicated to 

customer-focused organizations, was the only one of  the four that addressed a topic related 
to running a business or competing effectively.  
 These are all worthwhile initiatives. But, in a world of  limited attention, choosing to 

otherwise be focused on competing to win.  
 
Doing Well by Doing Good  
 
One of  the most eagerly embraced concepts in support of  the typical business school mis-

only contribute to their bottom line, but also to the well-being of  a broad range of  constitu-
-

doing-well-by-doing-good.   
 Doing-well-by-doing-good rests on the theory that allocating resources to societally-

-
tomer satisfaction. If  the theory is correct, then competitive advantage, revenue growth, and 

 

that these practices can create.  
 
Sustainability  
 
The opening sentence of  a recent Harvard Business Review article stated, “No one these days 

 

12 
13

http://bpub.wharton.upenn.edu
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Ridgeway, 2011). Business schools are responding to this imperative by teaching students 

and wellness. To develop new teaching materials to showcase these ideas, some business 
 Others are partnering with social 

and environmental NGOs to create new internship programs. In addition, many business 

boards.14   

they need to devote more resources to this topic. David Grayson, director of  the Centre for 

15  
-

connected from the preferences of  customers, the availability of  substitute products and 
 

-
Force of  Nature: The Unlikely Story of  Wal-Mart’s Green 

Revolution

the business on low prices across the board after admitting the company had lost sight of  
the needs of  its primary customer: “A lot of  things distracted us from our pricing mission. 

operate for less. Sustainability and some of  these other initiatives can be distracting if  they 
16  

customer tastes away from unhealthy choices. Stated one analyst, “It puts pressure on them 

 

14 Financial Times, April 11, 2011.
15 Financial Times, October 4, 2010.
16 The New York Times, March 21, 2011.
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another, “They have to realize that at their core they are a sugary, fatty cola company and  

17  
 Pepsi executives have persisted by introducing biodegradable chip bags that consum-

charities that support sustainability. Acquisitions to support the new healthy-food strategy 
have dragged down the company’s return-on-capital, alarming analysts and investors.  

 The timing could not be worse. Consumers have moved away from green products 
as the economy has suffered over the last several years. As a partner in the consumer prod-

19 

  None of  this is meant to suggest that sustainability is unimportant or should not 

can indeed yield competitive advantage (the price premiums and widespread adoption of  

its veracity depends on the validity of  its assumptions. An unquestioning focus on sustain-

more responsive competitors to offer customers what they desire in taste, features, and price. 
Students (and managers) ignore at their peril one of  the central tenets of  capitalism: in the 

572)   
 
Quest for Enlightenment  
  
Business executives are a maligned lot. Caricatured as greedy capitalists, executives have been 

(Consider a recent New York Times
 

17 Financial Times, March 21, 
2011.

The New York Times, March 13, 2012.
19 The 
New York Times, April 22, 2011.
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 Our national leaders and role models reinforce the undesirability of  business. First 
Lady Michelle Obama, for example, in a series of  speeches implored her women audiences  
to move away from commercial ventures: “Don’t go into corporate America. … become 

21  
 To combat the low esteem with which business executives are held, business schools 

world that business leaders are not the amoral, greedy, robber barons portrayed in the media. 
 To demonstrate commitment to higher-order ideals, business school students are now 

enlightened standards of  behavior. In particular, students are lectured that 
they should assume the mantle of  professionals pledged to uphold high standards of  corpo-
rate social responsibility.    
 Although these entreaties are well-intentioned, their effect can further undermine the 
ability to compete.         
 
Management as a Profession  
  
One of  the principal ways that business schools have sought to improve their image is to 

Rynes, 2003). This is not a new crusade. In fact, the founding deans and benefactors of  Har-

to turn business management into a professional discipline to counter the “relatively low re-

2005).  

doctors, lawyers, and architects. Professions offer two virtues that are important in rebuild-
ing trust with society: expertise and integrity. Let’s consider each of  these attributes in turn. 

that cannot be evaluated by the untrained public. This trait can also describe business lead-

newly-constructed Harvard Business School campus:  

20

21 The New York Times, September 9, 2010.
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Products have become so highly technical and the rules of  business 

business men, and for the most part only those in the same line of  business, 

which the church cannot well understand. Indeed, as a disciplinary force in 
the complexities of  modern society, a profession of  business with many spe-
cialized subdivisions should be welcome by all.22

The second desirable attribute of  professions is accountability for high standards of  
-
-

tion, training, and examination standards. Moreover, all professions hold their members ac-
countable for high standards of  integrity using codes of  professional conduct that sanction 
or expel members who tarnish the reputation of  the profession or act in ways that harm 
public welfare.   

-
porate resources. But there is a third attribute of  all professions that is never mentioned when 

competition.      
 At the most fundamental level, professions ensure that individuals who are not certi-

-
tect the public from the untrained and the unscrupulous (no one wants to be operated on by 
an unlicensed surgeon).    
 But more important to the arguments of  this paper, within any profession, codes of  
conduct limit competition among members. Members are typically forbidden from offering 

-
ten mandate the adoption of  common fee scales, ban advertising, or forbid certain forms of  

-

superior to those of  other members. Advertising is frowned upon. The American Medical 
-

countants have all banned advertising as unprofessional (Burton, 1991). (These bans were  

22 Dedication Addresses, 3-4, reprinted in the July 1927 issue of  Harvard 
Business Review. From Khurana and Khanna (2005).
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later overturned by the courts as a restriction of  free speech, even as the respective profes-
sional associations fought to maintain the advertising bans.)23   
 

member) currently states, “A member shall not adopt any method of  obtaining or attracting 
clients which tends to lower the standard of  dignity of  the profession and, in particular, he 

advertising or for urging potential customers pressingly and repeatedly to buy their products 
or services …)  
 A further section on advertising states, “A member may not, in his advertisements, 

24 This 
prohibition is enforced by the threat of  expulsion for those who attempt to compete overt-
ly with other members of  the profession.   

and-desist legal demand from Best Buy’s lawyers.25  
 Notwithstanding the desire of  all professions to constrain competition, today’s MBA 
students are encouraged to sign an MBA oath pledging that (among other ideals to be dis-

oath states, in part: 

As a business leader … I promise that … I will invest in developing 
myself  and others, helping the management profession to continue to advance 
and create sustainable and inclusive prosperity. In exercising my professional 
duties according to these principles … [Italics added]26

23

their services.
24

HTM
25 The New York Times, June 26, 2011.
26 The wording of  the MBA oath was revised in 2010 and 2011, but still includes a pledge to uphold profession-

http://en.wikipedia.org/wiki/United_States_Reports
http://supreme.justia.com/us/433/350/case.html
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Since it was introduced in 2009, the MBA oath has been signed by more than 7,000 
students at more than 50 business schools. As of  this writing, over 1,000 of  Harvard’s grad-
uating MBA students have signed the pledge.27  
 
Corporate Social Responsibility  
 
The second way that business schools have sought to improve their images is by emphasiz-
ing the importance of  corporate social responsibility. Corporate responsibility is a longstand-
ing concept in business schools. But recently, it has become commonplace to expand this 

 
social

 

building activities such as investment in schools and public health programs.  

triggered by Milton Friedman’s claim that the business of  business is business. In a 2005 sur-
vey on corporate social responsibility, The Economist recognized the movement’s success, but 
with a troubling conclusion.   
 The Economist argued that, under the guidance of  Adam Smith’s invisible hand, the 

-

force businesses to innovate in ways that are, in the end, in the best interests of  society. Such 

created an economic miracle over the past 50 years:

Living standards and the quality of  life have risen at a pace, and to a 
level, that would have been impossible to imagine in earlier times. This im-
provement in people’s lives, staggering by any historical standard, is not mea-

educated and to be able to travel. In addition to material gains such as these, 
-

sures of  well-being have raced upward as well: infant mortality has plum-

27

http://mbaoath.org/
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meted, life expectancy has soared, and the quality of  those extended years of  
-

lier generations ever dreamed it could be.

-
-

italism, plainly, has been the driving force behind this unparalleled economic 
and social progress. (Clive, 2005)

But then, echoing the concerns of  Schumpeter (1950, chapter 13: “Growing Hostil-

capitalism:

According even to middle-of-the-road popular opinion, capitalism is 
at best a regrettable necessity, a useful monster that needs to be bound, drugged 
and muzzled if  it is not to go on the rampage. Stranger still, this view seems 
to be shared by a good proportion of  business leaders. Capitalism, if  guided 

In the end, The Economist conceded that the corporate social responsibility (CSR) 

The winners are the charities, non-government organizations and 

place. … In public-relations terms, their victory is total. In fact, their oppo-
-

spread suspicion of  capitalism into a set of  demands for action. As its cham-
pions would say, they have held companies to account, by embarrassing the 
ones that especially offend against the principles of  CSR, and by mobilizing 
public sentiment and an almost universally sympathetic press against them. 
Intellectually, at least, the corporate world has surrendered and gone over to 

Business school faculty have been enthusiastic champions of  corporate social respon-
sibility. The Aspen Institute recently canvassed 149 business schools to assess the degree to 
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-

 Says Judith 
Samuelson, executive director of  the Aspen Institute’s Business and Society Program, “There 
are more courses than ever before with content on social, ethical, and environmental issues, 
more courses about the role of  business as a positive agent for change, more exposure of  

 
 
Corporate Social Accountability  
 
One of  the tenets of  management theory is that with responsibility comes accountability. In 
this case, corporate social responsibility demands corporate social accountability.   

results to include measures of  value created (or destroyed) in relation to (1) the economy, (2) 

Below, 2006).   
-

ers can assume accountability for corporate social responsibility. Integrated reporting includes 
“information on a company’s environmental (e.g., energy, water usage, and carbon emissions), 

-

 
 Proponents argue that integrated reporting will force companies to address climate 

-

29   
 

29

http://www.beyondgreypinstripes.org/
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A 2010 conference on integrated reporting at Harvard Business School enumerated 

portfolios with socially responsible companies, encouraging regulators to adopt mandatory 

integrated reporting data to inform their purchasing choices, allowing NGOs to leverage the 
new reports to reinforce leaders and call out laggards, and promoting governments to enact 

-
-

porting, 2010, p. 10).  
 Such corporate social responsibility outreach initiatives have been received favorably 

, for example, 
applauds corporate social responsibility as an opportunity for corporate leaders to “lessen 

 
-
-

shop on Integrated Reporting, 2010, p. 5).  
 In solidarity with the concept of  corporate social responsibility, MBA students are 

society. The oath states, in part:   

As a business leader … I promise that … I will not advance my per-
sonal interests at the expense of  my enterprise or society, … refrain from 
unfair competition or business practice harmful to society … protect the right 

planet … and create sustainable and inclusive prosperity. In exercising my 
professional duties according to these principles … I will remain accountable 
to my peers and society for my actions.30

The question, of  course, is the extent to which the diversion of  attention and re-
sources to appease the demands of  social activists might be better utilized by focusing on 

30 See footnote 25.
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A Recipe for Losing the Competitive Race?  
 
Business schools encourage students to commit to a variety of  well-intentioned initiatives 

sustainability, professional codes of  conduct, and corporate social responsibility, to name a 

deserves the resources that it currently receives.   
 But attention in business schools (as in business) is limited. Choices must be made 
about what to emphasize in teaching and research, and what to deemphasize. Research bud-

-
 

 If  students adopted all the well-intentioned practices that are preached in today’s 

 
 In Company A, executives want to feel good about themselves and their contribution 
to society. They strive to be inclusive so that no one feels neglected or left out. Company A 

and external customers. Because Company A executives strive for balance, they have orga-
nized their business as a matrix, allocating resources equally across functions, regions, and 
business units.  

-
formance scorecards in Company A strive for completeness as well, enumerating more than 
50 different measures to ensure that the contributions of  all functions and individuals are 
recognized.     

-
tions. The company’s mission statement promises to balance the needs of  constituents and 

advising them on public policy.   
 Company A executives sell products that they believe are healthful and environmen-
tally friendly even when customers prefer more traditional formulations or are unwilling to 

 

attention and resources to improving social welfare. Company A issues social accountability 
reports that include measures for such things as carbon emissions, employee diversity, and 
resources spent on philanthropic and community-building activities. Company executives 
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concerns.  

competence. They never compete in unseemly ways, and never claim that their products and 
services are superior to competitors. Their goal is to focus their organization on activities 

 
 Now let’s contrast these practices with those of  a competitor.  

primary customer and have organized all the company’s resources to maximize attention on 
-

sible price or the most customized service. Managers never allow the word customer to be 
used internally or to describe other external groups.   

those that could cause their strategy to fail. Because everyone watches what top executives 
-

tors are delegated to staff  specialists.   
 Company B executives generate continuous performance pressure using techniques 

 

function or activity that does not create value for their customers. They pay no attention to 

 

themselves as no-holds-barred competitors. Their goal is to win.  
 
  
 Many people believe that American businesses are in decline. Yet, as foreign com-

 

energy, and environmental sustainability.

**   **   **
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  Some observers in the popular press are beginning to sound an alarm. As New York 
Times

-
31   

 Are business schools part of  the solution, or are they becoming part of  the problem? 
A benign view is that the attention devoted to the well-meaning initiatives described above 

 
 But attention is limited. If  business schools could do it all, none of  this would pose  
a problem. However, in a world of  limited attention, choices must be made about where to 

reduces the time available to teach students how to win in increasingly competitive global 

 

teaching students how to fail.   
 In any organization, the whole equals the sum of  its parts. If  students bolted togeth-
er all the initiatives described above, it would be a recipe for creating Company A: an orga-

32  
 
Innovation to the Rescue  
 

The Comeback: How Innovation Will Restore the American Dream, author Gary Shap-

 
 Shapiro has good reason for this optimism. American businesses are unparalleled in-

innovation (Apple, Amazon, and Google are recent examples).  
 

31 The New York Times
June 14, 2011.
32

BusinessWeek, September 9, 2010.
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 It is heartening, therefore, that an increasing percent of  business school resources 
are being devoted to innovation: innovation labs, digital initiatives, and product design and 
development requirements. Stanford’s business school has the Hasso Plattner Institute of  

innovation lab called I-Lab.33 Harvard Business School has its new Innovation Lab.  
 The purpose of  business innovation is to create something new that competitors do 

 
that will focus on “novel and creative ways to create value through new products and ser-

34  

is indeed a winning formula.  
 If, however, companies (and business schools) are investing in innovation because 
they are unable to compete and win under the existing rules of  the game, there is little cause 
for celebration. The capitalist innovation-machine that Baumol (2004) and others extol is fu-

sign of  trouble.   
 Innovation is only one side of  the coin. To survive and prosper, companies must be 
ambidextrous: they must be capable of  executing their current strategies as they simultane-
ously innovate and adapt for tomorrow (O’Reilly and Tushman, 2004). Companies that can-
not execute today’s strategy to create value using current products and services and existing 

in motion an inexorable spiral of  decline.   

-

offshore companies. They write:   
 

33 The New York Times, January 10, 2010.
34 The Wall Street Journal, May 5, 2011.

-
-
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 They also document the alarming speed with which these offshore companies be-

the needs of  their American customers. The result: a loss in the ability of  American compa-
 

 Innovation can indeed be the source of  tomorrow’s success: but business schools 
-

pete today.  

 
Part IV. – Restoring a Focus on Competing to Win  
 

-
-

ried? Although I have argued that the choice of  topics taught in business schools has conse-
quences for competitiveness, some would question this assumption, arguing that the 
primary value of  business schools is not to be found in the theories and lessons taught in 

potential candidates for prospective employers (Pfeffer and Fong, 2004). Proponents of  this 
view argue that it is acceptance to selective programs that provides valuable information;; the 
content of  the education itself  is of  secondary importance (Spence, 1973;; 1974).  

are by nature competitive (a necessary condition for acceptance to MBA programs) and will 
compete vigorously regardless of  what they are taught. So it may not really matter what top-
ics are taught in America’s business schools. Over the course of  their careers, students will 

-
 

competing to win. If  business schools ignore this imperative, the most ambitious and entre-
-

the fourth consecutive year of  decline?35)

35 The Wall Street Journal, September 17, 2012.

 core competencies, off-load your low-value-added activities, and redeploy 
the savings to innovation, the true source of  competitive advantage. (Pisano 
and Shih, 2009: 116)
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-
-

ry about most. A recent Conference Board survey tabulated the responses from more than 

 In previous eras, MBA curriculums were designed to respond to this pressing need. 

 
Today’s MBA programs provide few, if  any, courses that focus student attention on this  
critically important topic: students are taught how to analyze and formulate strategy, but they 
learn little about how to organize and mobilize resources to execute these strategies.   
 Not surprisingly, there is rising concern among employers that today’s MBA programs 
are failing to meet the needs of  businesses operating in increasingly competitive global envi-
ronments (David, David, and David, 2011). To underline this point, Datar, Garvin, and Cul-

programs more relevant and responsive to the needs of  employers, they advocate investment 

1.   A global perspective
2.   Leadership development
3.   Integration
4.   Organizational realities
5.  
6.   Oral and written communication
7.   The role, responsibilities, and purpose of  business.
8.  

In response to these and similar proposals, there is currently a raft of  change under-
way in the curriculum and teaching approaches of  American business schools.36 These  

36 Many of  these changes are catalogued in Datar, Garvin, and Cullen.
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how students are taught: 
-

ercises.  
 As important as these initiatives may be, they do not address what business schools 
are preaching and what they are not teaching. Business school curriculums have increasingly 
downplayed the importance of  competition in favor of  extolling benevolence and virtue. But 

on balance, doing-well-by-doing-good, and the quest for enlightenment driven out the focus 

executives, and winning companies?   

place. The business of  business schools is teaching business. And successful businesses require an 
 

 To re-center teaching curriculums, MBA programs should reintroduce courses that 
 

have you organized resources to deliver maximum value to that customer? How do your core 
-
-

 
 Introducing new courses is, however, only one part of  the solution. Hiring more fac-

-
portant. Business schools are home to many academic disciplines: economists, sociologists, 
political scientists, lawyers, mathematicians, psychologists, and historians. By some estimates, 
only a quarter of  the faculty at top business schools have business degrees themselves (Pfef-

or no business experience or training. To compound this problem, faculty with business de-

from MBA classrooms.  
 In redesigning the curriculums of  business schools, we would do well to remember 

of  a past era, who addressed an incoming class of  students in 1953:

early years of  this century, made the useful distinction between people who 
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toughness of  the intellectual apparatus, toughness of  the spirit, not tough-
-
-

problems. They dare to grapple with the unfamiliar and wrest useful truth 

change at an accelerated tempo is the pattern of  living, the only pattern on 
which successful action can be based. Above all, the tough-minded do not 
wall themselves in with comfortable illusions. They do not rely on the easy 

37

Many are worried that American businesses are losing their competitive edge. So we 

athletes for the competitive race they will surely face in the years ahead?   

-
ciety and the world. 

37 Based on an address to participants in the 23rd Advanced Management Program. 
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a Operating earnings represents income before extraordinary items.
b Represents difference from 1995 to 2011. 
c Represents percentage change from 1995 to 2011. 
d Data for Russia in 1995 is not available.

Table 1: 
 a

Consumer  
Discretionary

Consumer 
Staples Financials Health 

Care Industrials Information 
Technology Materials Telecom 

Services

2011 35.23 33.97 25.54 29.36 65.34 11.46 3.41 31.19

2005 25.43 42.53 31.61 59.10 13.43 17.56 15.53

1995 47.95 42.20 32.90 29.40 36.70 43.71
b -12.72 -7.36 -30.76 -5.95 -13.51 -17.94 -33.29 -12.52

c -26.53 -19.5 -22.37 -62.04 -31.51 11.62 -61.02 -90.71

China

2011 5.71 2.94 9.27 20.34 3.62 2.37 2.13 4.79

2005 0.52 0.41 7.06 2.40 0.23 3.00 -0.21 3.77 3.70 2.05

1995 1.24 0.43 0.23 0.40 1.00 0.69 0.00 0.94

Japan

2011 6.33 1.51 5.92 5.56 14.31 3.79 12.93

2005 22.92 6.53 1.55 7.11 12.03 12.59 11.91

1995 12.15 2.50 -21.05 9.94 27.52 7.91 6.29 6.67

2011 4.39 12.44 11.69 3.54 10.39 3.73 0.99 9.44 7.94

2005 12.27 14.32 9.53 10.44 3.26 1.03 -27.44

1995 13.53 17.62 23.73 5.61 4.19 7.05 13.14

France

2011 5.43 2.23 3.44 3.72 5.07 4.13 1.24 1.26 6.44 9.24

2005 6.90 4.49 4.54 5.01 3.10 3.51 1.62 1.43 10.47 9.76

1995 5.61 3.96 3.11 1.04 -4.65 -10.59 2.40 1.60

Germany

2011 14.64 1.50 0.01 2.05 4.06 -1.76

2005 1.70 -- 3.29 4.25 1.40 3.64 6.77 9.15

1995 -0.71 1.15 0.64 2.79 0.41 3.71 6.51

Brazil

2011 3.63 3.79 4.14 0.22 0.66 0.76 7.96 2.32 11.33

2005 0.32 1.05 2.79 1.20 0.07 0.41 0.16 6.00 2.25 4.23

1995 -0.14 1.01 1.73 -2.30 0.02 0.04 0.06 12.36 2.67 -0.26

Hong 
Kong

2011 1.93 0.59 2.14 7.04 0.07 4.27 0.35 0.64 13.94 4.22

2005 0.23 2.54 -0.06 2.62 0.20 0.10 3.39

1995 1.03 0.07 0.00 7.36 0.00 2.90 0.12 0.01 2.79 2.64

Russia 
Fed.

2011 -- 0.49 2.06 0.23 0.25 -- 3.95 2.42 7.29

2005 0.10 0.35 10.01 0.45 0.01 0.17 0.05 3.03

1995d

India

2011 2.13 3.14 1.14 1.74 3.69 5.62

2005 1.34 0.99 2.59 1.00 1.64 1.63 3.30 0.51

1995 0.77 0.34 1.57 0.31 0.15 0.39 0.04 1.47 0.00 0.34
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