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One of the dilemmas that Business Schools have faced for many 
years is whether Research has to enlarge academic disciplines 
knowledge or only be useful for management?

Jc. spender’s article in this issue makes a significant contribution 
to the debate. notwithstanding the need to be loyal to academic 
principles of conducting rigorous and relevant research, business 
leaders should keep up with the latest discoveries, insights and 
data to remain competitive.

this publication starts with the aim to share the research produ-
ced by our faculty with a wider audience of business leaders. for-
mal academic research papers are translated into easy-to-apply 
nuggets of valuable information that make you to think on a set 
of business issues and also that you can put to work. 

entrepreneurship, marketing, leadership, and strategy topics are 
among the topics included in this first issue. our research units 
are used to work with large and small companies, ngo’s and other 

organizations year-round to collaborate in the generation of new 
knowledge that powers innovation for success in the global mar-
ketplace. contact them if you would like to know more about their 
research.

“inspiring futures” is our corporate watchword. share “ESADE 
Research for Management” with your colleagues and let us know 
how we can make our institution an inspiring one for you.
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Building and maintaining custo-
mer relationships can be expen-
sive, but companies know that 

they have to make these investments if 
they are to remain competitive. What if, 
instead of putting money into marketing 
and advertising, companies could chan-
ge their business model to retain custo-
mers by creating more value for them 
while making money as well?

esAde researcher ivanka visnjic and her 
colleague bart van looy at the universi-
ty of leuven in belgium have demonstra-
ted that services are a profitable way for 
manufacturing companies to build custo-
mer relationships. “contrary to previous 
research that warns of performance decli-
ne, our findings reveal that adding services 
to existing products increases profitability 
and sustainable growth in the long run,” 
says lead author of the study dr. visnjic.

the researchers analyzed data from 44 
subsidiaries of the Atlas copco group, a 
manufacturing firm with more than 130 
years of experience in product innovation.

More services, more sales
Almost 60% of large manufacturing firms in 
western economies offer services. bundling 
services with existing products has beco-
me a popular business model innovation 
in manufacturing businesses. examples of 
this service innovation include extended 
warranty and after-sales services, main-
tenance and repair support, reconditio-
ning and technological upgrading, among 
others.

“one of the main hypothesis we prove is 
that an increase in product sales results in 
a rise in service revenues and viceversa,” 
the researchers argue. “services help to pro-
mote stronger relations with customers, 

resulting in additional purchases and the 
eventual replacement of existing products.”

dr. visnjic says another reason why servi-
ces bring more sales is customer proximi-
ty -stronger relationships with customers-, 
which helps brands to anticipate new 
needs: “by engaging in service activities, 
the manufacturer also becomes much bet-
ter informed about the customer’s broad 
needs and so is able to offer him more pro-
ducts, resulting in additional sales.”

the findings prove that services act as a 
complement to products, offsetting the 
substitution effect and, subsequently, vali-
dating the hypothesis that higher service 
revenues result in higher product revenues.

Brand loyalty
Additional product services also strengthen 
brand loyalty. “services such as maintenan-

ce or product parts replacement prevent 
breaking or malfunction of the product, 
leaving the customer with a more positive 
experience of product quality and brand 
loyalty,” explains dr. visnjic. “customers 
who are satisfied with the services delive-
red will be more likely to purchase product 
replacements from the same manufacturer, 
thereby increasing the product renewal rate.”

Profitability
launching new services for existing pro-
ducts doesn’t bring revenue growth imme-
diately, as it requires the manufacturer to 
invest in service-specific resources. in fact, 
in the early stages the findings suggest 
that scaling up service activities actually 
results in a temporary decrease in profita-
bility. “only when a certain critical mass of 
service activities is obtained, profitability 
re-emerges,” the authors suggest.

while these findings provide reassuran-
ce, they are also intended to warn manu-
facturers against a real risk: firms that 
expect services to equate to quick pro-
fits may become frustrated and inclined 
to discard service activities premature-
ly. “this research is a warning to remind 
manufacturers that investing in product 
services requires patience, as profitability 
goes through a growth curve until it rea-
ches higher revenues.”

Servitization: DiSentangling the iMPact of Service BuSineSS MoDel 
innovation on the PerforMance of Manufacturing firMS

by Ivanka Visnjic and Bart Van Looy

Journal of Operations Management, 31(4), 169-180 (2013)

manufacturing firms that bring services into 
existing products realize growth and improve 
long-term profitability

aDDing serviCes 
to proDuCts 
is a profitabLe 
investment

ivAnkA viSnjic kAStAlliA

PhD. in Applied Economics.
Catholic University of Leuven.

esAde’s  Assistant professor, department 
of operations management and innova-
tion. her research lies at the intersection 
of innovation, operations management 
and entrepreneurship. currently, she is 
focusing on complex services and pro-
duct-service systems.
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esAde’s professor, department of mar-
keting management. his research and 
teaching focuses mainly on price struc-
turing, marketing in general and tourism 
strategy.  As a writer, he is the author of 
several books on the fields of commerce 
and tourism management.

t he success of low-cost businesses 
in today’s competitive environ-
ment is undeniable. the low-cost 

phenomenon has become so popular that 
even premium brands can no longer igno-
re it. in Beyond the low-cost Business, 
ESADE Marketing professor josep fran-
cesc valls argues that the only way for 
companies to compete with low-cost fir-
ms is to reinvent their business models 
and adopt new innovation strategies.

"customers who were used to buying 
expensive products are learning to buy 
smarter because they have realized there 
are more affordable alternatives that offer 
very similar quality and satisfaction. pri-
ce sensitivity has become the key driver 
in purchasing decisions, partly due to the 
crisis and partly due to the low-cost phe-
nomenon," says professor valls.

four new types of consumers
in this new shift of paradigm in which cus-
tomers are consistently demanding lower 
prices, the book identifies four new types 
of consumer trends:

• Value purchasers: consumers who most-
ly buy premium brands that offer added 
value and don’t consider price a deter-
mining factor. 

• Rational purchasers: consumers who base 
their purchasing decisions on rational needs 
and are not driven by impulsive behavior.

• Hybrid purchasers: consumers who com-
bine rationality and value, and are willing 
to cross both sides based on the type of 
product. 

• Price purchasers: their consumer patterns 
are totally driven by price; they only buy 
the cheapest products.

Although today these four new types 
of consumers are equally represented 
(around 23-25% each), the research predicts 
that this trend is likely to change: "in a not 
so distant future, we believe that rational, 
hybrid and price purchasers will rise and 
value purchasers will drop," anticipates 
professor valls.

innovation, a key driver to reduce costs
the key for brands to tackle customers' 
highly increasing demands is innovation, 
which should be used mainly to reduce 
costs. in order for companies to succeed, 
the report encourages brands to embrace 
innovation in four main areas:

• Innovation in manufacturing: Brands 
should pursue new innovation strategies 
throughout the manufacturing process. 
these should involve internationaliza-
tion, logistics and exploration of new rela-

tions with providers, something at which 
most low-cost companies excel.

• Innovation in finances: Brands should 
rethink their financial models and recon-
sider their cost/benefit ratio in order to 
break-even margins based on new con-
sumer demands.

• Innovation in prices: The low-cost era has 
brought fragmentation in prices. brands 
should innovate and explore new pro-
ducts and price formats to accommoda-
te new consumers' demands.

• Innovation in processes: Brands should 
rethink their full-price strategy and inno-
vate in areas such as basic products - whe-
re the customer can choose fragmented 
prices based on the number of features 
selected - and dynamic pricing, a crucial 
aspect to reach a broader audience.

Brand risks
in this new scenario ruled by price sensi-
tivity, professor valls advocates that com-
panies must also reshape their branding 
strategy if they are to succeed. "brands are 
facing a disturbing scenario and, if this rea-
daptation is not done carefully, some firms 
could be headed for a rough ride."

should brands try to reach all consumer 
behaviors? should they segment their por-
tfolio and adopt discounts and outlets whi-
le at the same time maintaining full-price 
products? each brand is different, but pro-
fessor valls warns that "over extension of 
the brand that tries to satisfy everyone 
could have damaging consequences for 
reputation and should be avoided."

BeyonD the low-coSt BuSineSS: rethinking the BuSineSS MoDel

by Josep Francesc Valls

Palgrave-MacMillan, London (2013)

customers' price sensitivity puts 
pressure on companies to reinvent 
their business models

Low-Cost 
phenomenon 
forCes premium 
branDs to 
innovate
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public trust in business leaders is 
very low, according to the Edelman 
trust Barometer. to rebuild this 

confidence, a growing number of business 
leaders are opting to bring social respon-
sibility policies into their firm’s core stra-
tegy. Why are some leaders more socially 
responsible than others? What moves the-
se socially-concerned leaders to do good 
and invest in social responsibility?

esAde professors nicola pless and tho-
mas maak, along with professor david A. 
waldman from the Arizona state university 
have identified four main types of responsi-
ble leaders and the reasons that make them 
commit toward social responsibility. based 
on a qualitative analysis of 25 international 
top-level business leaders and entrepreneu-
rs, the results reveal that while some of these 
leaders are financially driven, others have 
an altruistic desire to do good.

“each leadership style is different, but they 
all share a common goal: engaging in csr 
activities to either maximize shareholder 
value or benefit society at large,” says dr. 
pless, internationally recognized expert 
in social responsibility and main author 
of the study.

the traditional economist
traditional economist leaders are more 
likely to pursue a reactive approach to 
csr. they focus on defining legal poli-
cies that ensure compliance with standard 
issues - such as employment or health and 
safety - to mitigate the likelihood of litiga-
tion. when these types of leaders engage 
in philanthropic activities, they usually do 
so to ‘polish’ the firm’s reputation.

“for traditional economists, the purpose of 
business is to maximize profit and csr ini-
tiatives are only implemented after strict 

cost-benefit analyses. traditional econo-
mists are likely to be risk-averse, highly 
rational and analytic, rule-based and auto-
cratic,” researchers say.

the opportunity seeker
the opportunity seeker is more likely to 
pursue a responsive approach to csr by 
engaging more actively with sharehol-
ders and trying to tackle social issues in 
the supply chain (e.g. child labour) to meet 
socially expected standards. they also try 
to realize competitive advantages through 
socially innovative and environmentally 
friendly engagement (e.g. ge's ecoimagi-
nation approach).

these types of leaders are driven by econo-
mic purposes and engage in social respon-
sibility based on a belief that csr leads to 
higher financial performance. “opportuni-
ty seekers are also rational and analytical, 

but less oriented toward a strict cost-be-
nefit analysis of csr initiatives thanks to 
their longer-term perspective of value crea-
tion and profit,” says dr. pless.

the idealist
idealist leaders are driven by strong ethical 
intentions and engage in altruistic beha-
vior to achieve psychological fulfillment. 
business is a means that enables them to 
tackle social problems and serve stakehol-
ders in need.

idealists are likely to be strongly emotio-
nal. this type of leader may forget about the 
rational consideration of whether the firm’s 
actions will support profitability, which could 
ultimately undermine the creation of social 
value and incur financial losses. idealists may 
be forced to rely more or less extensively on 
donor money or make substantial personal 
sacrifices to fulfill their purpose.

the integrator
integrator leaders don’t run the business to 
make profits only. they are also driven by a 
desire to run a purposeful and responsible 
business and balance the economic bot-
tom line with environmental performance 
and social value creation.

“our analysis shows that integrative lea-
ders are able to bring together rationality 
and analytic thinking with a concern for 
emotions, which is associated with more 
effective strategic decision making,” state 
the authors.

the researchers conclude that the two pre-
dominant styles of leadership in today’s 
business world are opportunity seekers 
and integrators.

Different aPProacheS towarD Doing the right thing: MaPPing the 
reSPonSiBility orientationS of leaDerS

by Nicola Pless, Thomas Maak and David A. Waldman

Academy of Management, 26(4), 51-65 (2012)

traditional economists, opportunity seekers, 
idealists and integrators are driven by different 
goals to do good

four types of 
responsibLe LeaDers 
anD what makes 
them soCiaLLy 
CommitteD
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world bank.

Worldwide statistics show that 
blue-collar workers have 
long been predominantly 

male. this perception is now changing 
and the gender gap is starting to decrea-
se in some industries. But what are the 
underlying factors contributing to this 
gradual change of paradigm?

to answer this question, professors chin-
hui Juhn and gergely ujhelyi from the 
university of houston, and carolina ville-
gas-sanchez from esAde business school 
looked at evidence from over 1,000 firms 
drawn from the mexican statistical office’s 
national survey of employment, wages, 
technology and training.

the findings of their study, published in 
the American economic review papers 
and proceedings, prove that the two main 
factors contributing to reduce the gender 

gap and increase the number of female 
workers in blue-collar jobs are new tech-
nologies and trade liberalization.

new technologies and female pro-
ductivity
one of the most common reasons why 
employers tend to prefer men for blue-co-
llar jobs is their ability to undertake deman-
ding physical work compared to women. 
the study suggests that this perception is 
now shifting thanks to new technologies, 
which are making women more producti-
ve because they are no longer required to 
be physically as strong as men.

“A growing number of firms are adop-
ting computerized production processes, 
which are reducing the need for physi-
cally-demanding skills,” says carolina 
villegas-sanchez, esAde professor and 
co-author of the study. “new technologies 

are thus contributing to raise women’s 
productivity in blue-collar jobs, leading 
to improved labor market outcomes. As 
a result, female wages and employment 
opportunities are also improving.”

trade liberalization and gender gap
 why do companies upgrade their techno-
logy? the study investigates the effects of 
the north American free trade Agreement 
(nAftA) on the decision of firms to upgra-
de their technology and the implications 
for gender inequality. the findings reveal 
that trade liberalization has also contribu-
ted to increase female employment rates 
in blue-collar positions. but what are the 
reasons behind this gender gap decrease? 

According to the researchers, one of the 
main factors contributing to narrow the 
gender gap is the reduction in tariffs pro-
moted by nAftA, which has attracted a 

growing number of new technology-dri-
ven firms: “consistent with our model, 
we find that tariff reductions encourage 
newly exporting firms to enter the market 
and upgrade their technology toward new 
computerized production machinery.”

new technologies involve computerized 
production processes that require fewer 
physical demands. “this reduction in phy-
sically demanding skills improves the rela-
tive wage and employment of women in 
blue-collar jobs,” state the authors in the 
paper.

white collar positions
the researchers stress that the gender 
gap improvement showed in their work 
is only applicable to blue-collar positions. 
“we find little evidence of increasing fema-
le shares in white-collar occupations, whe-
re the relative importance of physically 

demanding skills is unlikely to have chan-
ged,” argues professor villegas-sanchez.

when hiring for white-collar positions, 
employers’ perceptions are more flexi-
ble, as physical skills in this type of office 
jobs are not required. in fact, the research 
demonstrates that for white-collar workers 
such as “managers”, employers show no 
special preference for hiring men instead 
of women.

traDe liBeralization anD genDer inequality

by Chinhui Juhn, Gergely Ujhelyi and Carolina Villegas-Sanchez

American Economic Review, 103(3), 269-273 (2013)

women’s opportunities in manufacturing jobs 
increase thanks to computerized production 
and trade liberalization

new teChnoLogies 
reDuCe genDer gap 
in bLue-CoLLar jobs
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is the Academic director of the esAde 
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When henry ford revolutioni-
zed the car industry, he once 
said: if i had asked people 

what they wanted, they would have said 
faster horses. Back then, his visionary 
idea would have been impossible if he had 
relied on consumers’ input. Research fin-
dings by ESADE professor Oriol iglesias 
and colleagues at the Oslo School of Mana-
gement and the copenhagen Business 
School suggest that henry ford’s hypo-
thesis could be shifting in the XXi century.

the study reveals that consumers can also 
contribute with original product ideas. And 
not only that, their ideas can be even bet-
ter than those generated by in-house per-
sonnel.

to test their hypothesis, researchers created 
the brand together community and invited 
236 consumers to contribute with ideas for 

new product creation. the online commu-
nity involved participants from 6 existing 
co-creation communities run by danone, 
the times, the national lottery commis-
sion, sony music, prudential and tata glo-
bal beverages. participants were asked to be 
actively involved in 21 official project activi-
ties, provide feedback about brand expec-
tations and take an active part in groups to 
generate new co-creation ideas.

the community, which ran for 52 days, tur-
ned out to be a great source of innovation, 
generating a total of 14,120 contributions.

creativity boost
“our findings suggest that active participa-
tion in a community stimulates creativity 
and innovation,” says professor iglesias. “if 
the brand learns to listen and provide par-
ticipants with feedback, this has an extre-
mely positive impact on the future level of 

participation and the willingness to share 
new creative ideas.”

the study also shows that effective co-crea-
tion with consumers doesn’t necessarily 
require recruiting the most creative indivi-
duals, as creativity results from the collec-
tive endeavor of motivated and connected 
people.

rather  than objectifying creativity and 
assuming that the answer is out there to be 
found, organizations should acknowledge 
that it is the process itself that is important. 
“creativity is a social and cultural process 
that requires a trusting environment in 
which people can experiment with ideas, 
spur each other to reveal different perspec-
tives and generate new concepts together.”

increased brand intimacy
the community also contributed to boost 

brand intimacy. After the experience, con-
sumers reported an increase in positive 
brand perception from 62% to 84%. they 
also developed a growing feeling of con-
nection. prior to joining the community 
only 27% of respondents felt close or very 
close to the brand, whereas afterwards this 
figure increased to 69%.

“As conversations in the community evol-
ve, people develop a growing feeling of 
intimacy that encourages participation 
and higher levels of brand attachment,” 
explains professor iglesias.

implications for managers
the results of this research on co-creation 
have the following main implications for 
managers:

• Managers need to generate an environ-
ment of trust that enables participation 

and creates a heightened sense of brand 
intimacy.

• Managers need to support participants 
with a high degree of brand intimacy, as 
they are willing to increase their involve-
ment and serve as “brand ambassadors”.

• Managers don’t need to recruit creative 
individuals, as creativity is a collective 
process that is a result of diverse indivi-
duals stimulating each other. 

• Managers should be receptive to new 
ideas and provide information and 
support to generate a trusting environ-
ment.

making consumer participation central to 
brand thinking opens up unlimited oppor-
tunities and should be a core asset in com-
panies whose ultimate goal is to innovate.

BuilDing BranDS together: eMergence anD outcoMeS of co-creation

by Nicholas Ind, Oriol Iglesias and Majken Schultz

California Management Review, 55(3), 5-26 (2013)

involving consumers in the discovery process 
brings original product ideas that can exceed 
those generated by employees

branD Communities 
speeD up Creativity 
anD innovation
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management, his research is centered 
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former colleagues and new emplo-
yees can be good sources of 
information for job seekers and 

recruiters. they can contribute to build 
new ties across organizations and help to 
fill new openings through direct connec-
tions. “Organizations can learn a great deal 
from new hires and former employees,” 
says ESADE professor françois collet. the 
findings of the study, in Social networks, 
are relevant to managers and hR depart-
ments for recruitment processes and rela-
tionships with company alumni.

the researchers analyzed employee mobili-
ty patterns from 65,000 organizations in the 
stockholm metropolitan area between 1990 
and 2003. one of the key findings of the study 
is that indirect contacts that can be accessed 
through new hires and former employees 
are a key resource for managers and human 
resources departments in search of talent.

the study replicates on an entire labor 
market a key finding from prior research: 
new employees can be a potential recruit-
ment source by providing information 
about former colleagues who might be 
interested in making a career move.

selecting candidates requires evaluating 
qualities that are initially difficult to obser-
ve and that often can only be revealed over 
time. “new recruits are well positioned to 
provide information on former colleagues 
who might be interested in joining the 
company because they have had the time 
to observe their former colleagues, build 
trust relationships, and know who might 
be interested in leaving,” researchers say.

moreover, given the costs of finding new 
alternatives, it is likely that employers will 
look again at the company as a source of 
information for potential candidates.

former employees
the study suggests that although emplo-
yers can also benefit from information 
obtained from former employees who have 
left the company, the benefits are not as 
great as the ones obtained by new recruits.

the authors argue two main aspects make 
future hirings less likely when employers 
check with former employees: “employees 
who recently left the company have had 
limited time to develop trust relations-
hips with their new colleagues to be able 
to recommend someone. Also, employees 
who have left a company may have had 
good reasons to leave and may not be inte-
rested in playing the role of intermediary.”

Managing indirect contacts
the study also proves that when an orga-
nization hires an employee from another 
organization, there is often an indirect 

social link between these employees. the-
se links are generated by the combination 
of the individual movements of employees 
between organizations in the labor mar-
ket. typical of social network structure, the-
re are only 5 or 6 intermediaries between 
any two individuals in this network. thus 
the labor market is what researchers call 
a ‘small world’ and separated by what is 
known in popular culture by only ‘six-de-
grees of separation’. 

what is novel in the study by collet and 
hedström is that they find that new hires 
were typically connected to the hiring 
organization through a chain of 2 or 3 
intermediaries. thus, while former collea-
gues or new employees are a potent direct 
source of reliable information about poten-
tial candidates, indirect contacts are equa-
lly if not more important.

the implication is that managers should 
nurture these indirect contacts by inclu-
ding them in their online activity, associa-
tive activities and public events planning. 
organizations that successfully commu-
nicate with these indirect contacts about 
their vision and recruiting needs will be 
in a better position to identify and attract 
the talented candidates that they need to 
achieve their strategic goals.

olD frienDS anD new acquaintanceS: tie forMation MechaniSMS in an 
interorganizational network generateD By eMPloyee MoBility

by  François Collet and Peter Hedströmb

Social Networks, 35(3), 288-299 (2013)

employers can obtain valuable information 
from new employees and find new hires 
through direct and indirect connections

new anD former 
empLoyees expanD 
reCruitment 
opportunities
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(eei) member. expert on  internet ven-
turing and fast growth & internationa-
lization fields.

venture capital investments are one 
of the main choices for start ups 
that need growth findings and are 

looking for external help to turn a product 
idea into reality. could this type of finan-
cing also be a good solution for companies 
in growth stages and later stage ventures 
looking to speed up business growth?

“researchers and practitioners frequently 
argue that venture capital is an important 
resource to improve the performance of 
funded firms, especially in environments 
of uncertainty,” says esAde professor Jan 
brinckmann, co-author of the study. “con-
trary to previous hypotheses, our findings 
provide new evidence that, overall, venture 
capital investments don't increase a firm's 
performance. And when they do so in parti-
cular cases, the impact on growth is usually 
small while there is no effect on profitabi-
lity of the funded firms."

the researchers looked at data from 36,567 
firms to analyze the effects of venture capi-
tal investments on performance. 

the findings suggest that the advantages 
associated with venture capital invest-
ments can sometimes be partially offset 
by disadvantages. “in environments of 
high risk and uncertainty, venture capita-
lists might not be able to systematically 
identify the most promising firms within 
an industry. Also, the financial resources 
provided by venture capitalists may crea-
te a false sense of security and reduce the 
need to focus on close customer interac-
tion and fast positive cash-flow genera-
tion,” the authors warn.

age matters
the results confirm that one of the main 
factors that contributes to the capacity of 
venture capital investments to improve firm 

performance is the funded firm’s age. “per-
formance effects are reduced when the fun-
ded firms are very young. newer firms imply 
high degrees of risk and uncertainty, and 
potential stakeholders may be reluctant to 
invest because future cash flows are difficult 
to predict,” argues dr. brinckmann.

the researchers warn that performance 
results drop again when the funded firms 
are more mature: “the benefits of venture 
capital investments decrease when firms 
mature because information is genera-
lly abundant and hence their specialized 
capabilities and advantage to operate in 
environments of risk and uncertainty lose 
value.”

a good choice for firms in growth stages
firms in growth stages, however, enable 
venture capitalists to better assess ris-
ks thanks to the company’s performance 

records. “As firms start to mature and infor-
mation becomes available, uncertainty and 
risks decrease, providing an optimal time 
for venture capitalists to invest and contri-
bute to the firm’s growth.”

the findings prove that venture capital 
investments offer the most value when fir-
ms are between 6 and 12 years old.

Performance drop after stock market 
launch
the study also provides evidence that the 
relation between venture capital invest-
ments and performance drops when fun-
ded firms enter the stock market for the 
first time. “venture capital investments 
provide most value when firms are not yet 
publicly traded,” says dr. brinckmann.

the reasons behind this drop are seve-
ral: as going public is an indicator of prior 

success, new stakeholders start engaging 
with the firm and the need for venture capi-
tal funding decreases. Another benefit of 
publicly-traded firms is their greater access 
to other financial resources compared to 
private markets, where vc investments 
were often the only financial resource for 
many younger companies.

DoeS acquiring venture caPital Pay off for the funDeD firMS? a Meta-
analySiS on the relationShiP Between venture caPital inveStMent anD 
funDeD firM financial PerforMance

by Nina Rosenbusch, Jan Brinckmann and Verena Müller

Journal of Business Venturing, 28(3), 335-353 (2013) 

though venture capitalists select more 
promising industries, their effect on funded firms 
is frequently limited, especially early in the start 
up process and in more developed firms

Can venture 
CapitaLists heLp 
funDeD firms 
to improve 
performanCe?
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t he end of the 2nd World War led 
to the beginning of an intellectual 
revolution that would dramatica-

lly transform business education. in the 
decades after the war, American business 
schools gradually started to adopt scien-
tific approaches to decision-making and 
rationality became the new watchword 
for managers.

in 1967, nobel prize winner in economics 
herbert A. simon published an essay that pla-
yed a major role in reshaping business educa-
tion. forty-five years later, harvard professor 
rakesh Kurhana and esAde professor Jc 
spender examine simon’s contribution and 
its impact in today’s management education 
in the Journal of management studies.

from interpersonal skills to rational 
analysis
in the thirties, management effectiveness 

depended on interpersonal skills. in the 
postwar era, business schools started to 
shift toward rational analysis. “manage-
ment’s re-defined role was to administer 
effectively through rigorous goal-driven 
planning, logical diagnosis of problems, 
identification of feasible solutions and 
rational action choices,” says esAde pro-
fessor Jc spender.

this tendency toward rationalism has con-
tinued to grow since. the authors warn of 
the dangers of an excess of intellectuality 
in today’s business schools, which could 
lead to stagnation: “management edu-
cators misappropriated simon’s concept 
of an intellectually robust and relevant 
research and educational agenda for busi-
ness schools that has in part contributed 
to the intellectual stasis that now charac-
terizes business education research and its 
capacity to inform management practice.”

More business practice
one of herbert A. simon’s major claims 
was that the central challenge for business 
schools was integrating knowledge from the 
world of practice with that from other rele-
vant sciences to contribute to improving 
professional practice. he wrote that althou-
gh business schools had tried to gain access 
to knowledge from the world of practice by 
seeking faculty members with manage-
ment experience, it proved difficult to find 
business people who both wanted to work 
in academia and were able to function effec-
tively there.

“simon advocated that bringing together 
practitioners and social scientists and combi-
ning basic and applied research would allow 
business schools to concentrate on critical 
questions that have direct relevance to busi-
ness,” argues professor spender.

simon’s arguments cut a new path into the 
current discussion about rigor and relevance 
in the business school curriculum. “the char-
ge is that our research is irrelevant because of 
our inappropriate choices of research theory 
- that we prioritize our publishing and promo-
tion interests over the real-world anxieties of 
business managers,” the authors state.

reshaping Doctoral programs
“despite their limitations, many of simon’s 
contributions remain well worth pursuing 
today,” suggests professor spender. Accor-
ding to the authors, the best place in which 
business schools could begin to imple-
ment these ideas is in their phd programs: 
“examining the structure, content and pro-
cesses of doctoral programs can shed light 
not only on how business schools are trai-
ning future scholars, but also on what kind 
of an institution we are training them for.”

the authors conclude that radical change 
may be necessary if business schools are 
to fulfill the promise of business education. 
“we might do well to reexamine what we 
are doing and show the executive judge-
ment and courage necessary to implement 
radical change, beginning with some doc-
toral programs that maintain both metho-
dological openness and a diversity of 
normative, as well as ethical and intellec-
tual commitments to socially meaningful 
and useful theory.”

herBert a. SiMon on what ailS BuSineSS SchoolS: More than a ProBleM in 
organizational DeSign

by Rakesh Kurhana and John-Christopher Spender

Management Studies, 49(3), 619-639 (2012) 

business schools need to put more emphasis 
on critical questions that have a direct impact 
in professional practice

why training 
effeCtive managers 
shouLD invoLve 
more business 
praCtiCe
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