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Pioneer work usually does (and invariably should) come in for eritical
rake-over a generation later, By that time, the author is usually dead. I am
not, and find the experience piquant,

Appreciating the subtle flattery implied in the title—and in being con-
sidered “folklore™ in the text—something more than courteous passivity is
indicated. It is nice to be credited with having asked the right questions in
1932, But I can not escape the feeling that it is also incumbent on lawyers
and scholars to come up oecasionally with the right, o at least with viable,
answers,

Folldore is commonly considered legend rather than description, Later
generations, eriticizing, did not live through the period that produced the
ariginal work. Professor Manne and his contemporaries did not live through
World War I and the decade of the twenties, and the crash of 1929, culminat-
ing in the breakdown of the American econamic system in 1933, They have
not experienced a corporate and financial world without the safeguards of
the Securities and Exchange Cosunission, without systemization and en-
forced publicity of corporate accounting, without {more or less) consistent
application of antitrust laws, without discouragement of financial pyramiding,
and which tolerated conflicts of interest to a degree unthinkable now. They
fave not experienced a banking, eredit, and currency system unguided by the
reorganized Federal Reserve Board. Least of all have they lived in a political-
economic world in which great corporations were mot consistently held by
active public opinion to public responsibility. Naturally, books reflecting the
conditions then prevailing seem “folklore™ to them, as the tales of Marco
Falo and the travels of Herodotus seemed myths to their readers. Historical
research later usually verifies—and I think would verify in respect to my
own work—that what is later taken as folklore was a more or less accurate
account of existing historical conditions.

Prediction is another story. Some, at any rate, of the extrapolations
iade in 1931 by Dr. Means and myself have not come true. It would, I
think, be fair to acknowledge that we had something to do with Some
of us went into that phase of active government known historically as the
“New Deal” We did our level best to prevent those predictions from being
realized. The “grandfather clause” =mbody.'..g the death sentence for unduly
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The Social Responsibility of Business Is
to Increase Its Profits'

At Frieviman

When | hear busimessmes speak eloquently sbout the “social responsiiimes of
business im a frec-catcsprise sysiem”, | am rominded of the wooderfl line about
the Fronchman who discavered a the age of 70 that e hod boen speaking prose
al i ife. The busisessen belicve thot they are defending free crmerprise when
they doclaim ffat bussecss is mot concomed “mersly” with profie bul alse with
promating desitble “soctl” cads, thal businows bes 3 “wcial comscicacs” and
tahes wraoush iy responsbilisss for providing ceploy ment, climerating -
crimesamcn. moiding pollution ad whencver chic may be the catclmonts of he
comemporary crop of reformess. In fact they arc - or would b if they or amune
elsc 10sk them sersously -preaching pre snd unadeicresd soctalisa Business-

men who tall this way e ewiming puppets of the ssteticctual forces that have
been undermining the basis of a froe socicty s pust decades

The discassions of the “social respossibilitics of business™ are notsble for their
analytical looscness aed kack of rignr. Wit docs & meam 10 say thet “busincss’
s rosporsibilitics” Only poople can have respoasaitics. A COrpOrO is an ar-
tificial ponioe and in this scrsc my have artificial sespoasibilitis. but “Susincss’
0.2 whole casnct be and 10 hane spoasibilitics, cven in (his vague sese. The
Furst stcp towaed clariy i examining the doctrine of the secial responsbility of
bruniness s 80 ank precicty what it mphcs for whom

Presumebly , the individuals who arc 10 b responsible e businessinen, which
means individus poprictors or corpoeate exccunves. Most of the discwssion of
social resporsibility s directed af comporations. 5o in whes follows | shall mostly
neglect the indnidual peopeictors and spesk of corposale evocues

In a froc-cotorprise, privalc-roperty sysicm, 3 Corporaee Sxeculive is an em-
playee of the owmers of the bussmess. N hus direct sespoasibility 10 his coployers

ility is 40 condust the busincss in accondaece with fheir desises

which gencrally will be o ke a5 much moncy o possile whilc conformeng 10
the basic rules of the socicty. both those embodied in Lvw and those crmbodid in
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FOR WHOM ARE CORPORATE MANAGERS TRUSTEES?

N individual who carries on business for himself necessarily
enters into business relations with a large number of pers

who become either his customers or his creditors. Under g
system based on private ownership and freedom of cop
has no duty to conduct his business to any extent fox
of such persons; he conducts it solely for his owz
and owes to those with whom he deals only the,
out such bargains as he may make with them
Ii the owner employs an agent or agents,
ing on business, the situation i= only,
enterprise is still conducted for the so
customers and creditors have contr
normally against the agent even,
actually transacts business wi
in the receipts of the enterr
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A Fallacy of Composition

The error of concluding that something that is true of
the whole because it is true of some or all of its
parts.

Theory of the firm i Theory of business



It is impossible to fully understand the
nature of business in society by looking at
the descriptive principles that undergird
the creation of a firm.
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Toward a theory of business
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Thomas Donaldson ¢, James P. Walsh >~
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® Ross School of Business, University of Michigan, Ann Arbor, MI 48109, USA

ARTICLE INFO ABSTRACT

Article history:
Available online 21 November 2015

What is the purpose of business? While most agree that business minimally involves the
creation of value, a blurred double image of value haunts our discussion of purpose. The
image of what counts as value for a single firm is laid atop animage of what counts as value
for business in general. These two images cannot match. Indeed, the resulting conceptual
blurriness is a classic example of a composition fallacy. We should never mistake the
properties of a part for the properties of the whole. A theory of the firm is ill equipped to
handle the many expectations we hold for business practice. As such, we seek to establish
the beginnings of a theory of business, one that is both empirical and normative. Offering
four central propositions about the purpose, accountability, control and success of
business, we close with a consideration of several important theoretical issues and
practical opportunities that await us in the years ahead.

© 2015 The Authors. Published by Elsevier Ltd. This is an open access article under the CC

BY license (http://creativecommons.org/licenses/by/4.0/).

Introduction

“Law is to justice, as medicine is to health, as business is
to -

We have asked business students and colleagues alike to
fill in the blank above. The first reaction is always one of
awkward silence. People are surprised that the answer does
not roll off the lips. There is always a sense in the room that
we should know the answer and yet, we do not. Then the
answers come. A cluster of people will focus on profit,
money, and wealth. Others, more expansively, will talk
aboutvalue creation and prosperity. Still others will focus on
the likes of coordination, exchange, production, and
innovation. Some will take a decidedly macro perspective
and speak about commerce, the economy, collective well-
being, and society. And finally, some will shift gears and
focus not on wealth but greed, not prosperity but power, not

* Corresponding author. Tel.: +1 734 936 2768; fax: +1 734 764 2555.
E-mail addresses: donaldst@wharton.upenn.edu (T. Donaldson).
Jjpwalsh@umich.edu (J.P. Walsh).

http://dx.doi.org/10.1016/j.riob.2015.10.002

well-being but oppression. One colleague in a recent
Academy of Management symposium memorably said
“our fucked-up global economy.” This exercise points out
three challenges when we think about the nature of
business. One is that we grapple with its purpose. The
second is that we have a hard time disentangling our
thinking about a single business enterprise from business
more broadly, an agglomeration of those enterprisesin their
institutional and historical context. And finally, we know
that business may not be an unalloyed good. All of these
tensions are on display when we appraise our thinking
about the place of business in society.’

What is the purpose of business? While most agree that
the purpose of business minimally involves the creation of
value, today’s discussion is haunted by a blurred double
image of value. The image of what counts as value for a
single firm is laid atop an image of what counts as value for

1 As we consider the purpose of business in light of our understanding
of medicine and law, we will sidestep the thorny issue of whether or not
the practice of business constitutes a profession. Yes or no, the question of
purpose still matters.

0191-3085/© 2015 The Authors. Published by Elsevier Ltd. This is an open access article under the CC BY license (http://creativecommons.org/licenses/by/

4.0/).



Theory of Business:
Purpose, Accountability, Control, and Success

P1: The purpose of business is to optimize collective value.

P2: Business is accountable to those who affect and are
affected by its activities, those in the present, past, and
future.

P3: Business control must prohibit any assault on
participants’ dignity.

P4: Optimized collective value is the mark of business
SUCCess.

— “optimized subject to clearing the Dignity Threshold”



A Normative Theory

Dignity* -- an Intrinsic Value prescribing that each Business
Participant be treated with respect, compatible with each
person’s inherent worth.

Dignity Threshold -- the minimum level of respect accorded
to each Business Participant necessary to allow the
agglomeration of Benefit to qualify as Business Success.
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*Dignity: “an inner transcendental kernel of inestimable value” (Rosen, 2012: 9, 70).



Business: a form of cooperation involving the Production, Exchange and
Distribution of goods and services for the purpose of achieving Collective Value.

Business Participant: someone who affects or is affected by the pursuit of
Collective Value. Some Business Participants are identified through their
membership in entities that affect or are affected by the pursuit of Collective Value.

Positive Value: a reason for acting where the object of the act is seen as worthy of
pursuit.

Negative Value: a reason for acting where the object of the act is seen as aversive.

Intrinsic Value: a Positive Value whose worth does not depend on its ability to
achieve other Positive Values.

Benefit: the contributions made by Business to the satisfaction of a Business
Participant’s Positive and Intrinsic Values, net of any aversive impact on the
satisfaction of those same values.

Collective Value: the agglomeration of the Business Participants’ Benefits, again,
net of any aversive Business outcomes.

Dignity: an Intrinsic Value prescribing that each Business Participant be treated
with respect, compatible with each person’s inherent worth.

Dignity Threshold: the minimum level of respect accorded to each Business
Participant necessary to allow the agglomeration of Benefit to qualify as Business
Success.

Business Success: optimized Collective Value, optimized subject to clearing the
Dignity Threshold. Equifinality assumed, alternative states of Business Success are
possible.
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Value, the sine qua non of business

Stakeholder Resource Value in exchange: | Value in exchange:

Stakeholder POV Firm POV

Investors Capital Shareholder value Market value
Customers Consumption Use value Consumer value
Employees Talent Extrinsic (and Labor value

intrinsic) reward

Suppliers Factor inputs Exchange value Value-add

Community A setting Optimized collective License to operate
value



Our values are revealed in the
imagination, creation, exchange, and
distribution of business value.



Something is Awry

Stakeholder Resource

The “is” of market Reform Ideas
value # the “ought”

of market value

Investors Capital
Customers Consumption
Employees Talent
Suppliers Factor inputs

Communities A setting

Self-dealing, greed,
market bubbles, and
crashes

Co nsume rl sm The End(s) of Marketing and the Neglect of Moral
]I;E:Egir:astzg::m by the American Marketing
Dravid Glen Mick
Alienation and M CENTER FOR
POSITIVE

exploitation ROSS ORGANIZATIONS

Cost and price
pressure

Race to the bottom

THE SOCIAL ENTERPRISE LAW MARKET
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Glitter and Gold:
Non-Intrinsic and Intrinsic Values




Loss Aversion and the Allure of
Business Value, Non-Intrinsic Values

ECONOMETRICA
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PROSPECT THEORY: AN ANALYSIS OF DECISION UNDER RISK

By DANIEL KAHNEMAN AND AMOS TVERSKY'

This paper presents a critique of expected utility theory as a descriptive model of
decision making under risk, and develops an alternative model, called prospect theory.
Choices among risky prospects exhibit several pervasive effects that are inconsistent with
the basic tenets of utility theory. In particular, people underweight outcomes that are
merely probable in comparison with outcomes that are obtained with certainty. This
tendency, called the certainty effect, contributes to risk aversion in choices involving sure
gains and to risk secking in choices involving sure losses. In addition, people generally
discard components that are shared by all prospects under consideration. This tendency,
called the isolation effect, leads to inconsistent preferences when the same choice is
presented in different forms. An alternative theory of choice is developed, in which value
is assigned to gains and losses rather than to final assets and in which probabilities are
replaced by decision weights. The value function is normally concave for gains, commonly
convex for losses, and is generally steeper for losses than for gains. Decision weights are
generally lower than the corresponding probabilities, except in the range of low prob-
abilities. Overweighting of low probabilities may contribute to the attractiveness of both
insurance and gambling.

“A salient characteristic of attitudes
to changes in welfare is that losses
loom larger than gains. The
aggravation that one experiences in
losing a sum of money appears to
be greater than the pleasure
associated with gaining the same
amount” (p. 279).
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Organizational Behavior and Human Decision Processes

journal homepage: www.elsevier.com/locate/obhdp

Cheating to get ahead or to avoid falling behind? The effect of potential @ -
negative versus positive status change on unethical behavior

INFO ABSTRACT

This research examines how being faced with a potential negative versus positive status change influ

2014 ences peoples’ willingness to ethically transgress to avoid or achieve these respective outcomes. Across

four studies people were consistently more likely to cheat to prevent a negative status change than to

Accepted 29 September 2016 realize a positive change. We argue that what accounts for these results is the enhanced value placed
Available online 4 October 2016

on retaining one's status in the face of a potential negative change. Taken together, these findings offer

a dynamic perspective to the study of status and ethics and contribute to knowledge of the situational

- factors that promote unethical behavior
s 2016 Elsevier Inc. All rights reserved.

Status
Cheating
Social hierarchy

“Across four studies people were
consistently more likely to cheat
to prevent a negative status
change than to realize a positive
change” (p. 172).



After all, Much is at Stake

Stakeholder Resource Value in exchange: | Value in exchange:

Stakeholder POV Firm POV

Investors Capital Shareholder value Market value
Customers Consumption Use value Consumer value
Employees Talent Extrinsic (and Labor value

intrinsic) reward

Suppliers Factor inputs Exchange value Value-add
Community A setting Optimized collective License to operate
value

Collective Value: the agglomeration of the Business Participants’ Benefits, net of any
aversive Business outcomes.
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Even Higher Stakes

Tondo slum in Manila, Philippines, 2014. Photo: Dewald Brand, Mran for Oxdam

AN ECONOMY FOR THE 1%

How privilege and power in the economy drive extreme
inequality and how this can be stopped

CENTRE FOR THE STUDY OF EXISTENTIAL RISK

UNIVERSITY OF CAMBRIDGE

Research Publications Events Support CSER Contact

If you're new here, you may want to subscribe to our Newsletter. Thank you for visiting!

The Centre for the Study of Existential Risk is an interdisciplinary research centre within the University of Cambridge
dedicated to the study and mitigation of risks that could lead to human extinction or civilisational collapse.
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Dignity Threshold -- the minimum level of respect
accorded to each Business Participant necessary to
allow the agglomeration of Benefit to qualify as
Business Success.



Optimism:
Taboo Trade-Offs

The Psychology of the Unthinkable:
Taboo Trade-Offs, Forbidden Base Rates, and Heretical Counterfactuals

Philip E. Tetlock, Orie V. Kristel, S. Beth Elson, Jennifer S. Lemner
and Melanie C. Green Camegie Mellon University
Ohio State University

Five studies explored cognitive, affective, and behavioral responses to proseribed forms of social
cognition. Experiments 1 and 2 revealed that people responded to taboo trade-offs that monetized sacred
values with moral outrage and cleansing. Experiments 3 and 4 revealed that racial egalitarians were least
likely to use, and angriest at those who did use, race-tainted base rates and that egalitarians who
inadvertently used such base rates tried to reaffirm their fair-mindedness. Experiment 5 revealed that
Christian fundamentalists were most likely to reject heretical counterfactuals that applied everyday causal
schemata to Biblical narratives and to engage in moral cleansing after merely contemplating such
possibilities. Although the results fit the sacred-value-protection model (SVPM) better than rival
formulations, the SVPM must draw on cross-cultural taxonomies of relational schemata to specify
normative boundaries on thought.

“Money may be a universal solvent in economic theory, but most
people manifestly want to cordon off certain spheres of human
activity from its corrosive powers.”

“People who function like intuitive scientists or economists in one
setting can be quickly transformed into intuitive moralists-
theologians when provoked by assaults on sacred values.”



MAAGENIENT SCIENCE oS |
Vol. 62, No. 1, January 2016, pp. 29-36 d

ISSN 0025-1909 (print) | ISSN 1526-5501 (online) http:/ /dx.doi.org/10.1287/mnsc.2014.2085
02016 INFORMS

Deciding for Others Reduces Loss Aversion

Ola Andersson
Research Institute of Industrial Economics (IFN), SE-102 15 Stockholm, Sweden; and
Department of Economics, Lund University, SE-220 07 Lund, Sweden, ola.andersson@ifn.se

Hakan J. Holm

Department of Economics, Lund University, SE-220 07 Lund, Sweden, hj.holm@nek. lu.se

Jean-Robert Tyran
Department of Economics, University of Vienna, A-109 Vienna, Austria; and University of Copenhagen,
DK-1165 Copenhagen, Denmark, jean-robert.tyran@univie.ac.at

Erik Wengstrom
Department of Economics, Lund University, SE-220 07 Lund, Sweden; and University of Copenhagen,
DK-1165 Copenhagen, Denmark, erik.wengstrom@nek.luse

Wo study risk taking on behalf of others, both when choices involve losses and when they do not. A large-
scale incentivized experiment with subjects randomly drawn from the Danish population is conducted.
We find that deciding for others reduces loss aversion. When choosing between risky prospects for which losses
are ruled out by design, subjects make the same choices for themselves as for others. In contrast, when losses
are possible, we find that the two types of choices differ. In particular, we find that subjects who make choices
for themselves take less risk than those who decide for others when losses loom. This finding is consistent with
an interpretation of loss aversion as a bias in decision making driven by emotions and that these emotions are
reduced when making decisions for others.

Keywords: risk taking; loss aversion; experiment
History: Received September 23, 2013; accepted September 1, 2014, by Uri Gneezy, behavioral economics.
Published online in Articles in Advance December 19, 2014.

De-biasing for
a Better World...

[Emnomlcs Letters 114 (2012) 102-105
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Risk-taking for others under accountability

Julius Pahlke, Sebastian Strasser, Ferdinand M. Vieider*
LMU-Munich, Faculty of Economics, Geschwister-Scholl-Platz 1, 80539 Munich, Germany

ARTICLE INFO

ABSTRACT

Article history:

Received 25 May 2011
Received in revised form

23 September 2011

Accepted 26 September 2011
Available online 2 October 2011

We let subjects take risky decisions that affect themselves and a passive recipient. Adding a requirement
to justify their choices significantly reduces loss aversion. This indicates that such an accountability
mechanism may be effective at debiasing loss aversion in agency relations.

© 2011 Elsevier B.V. All rights reserved.






17 Years On...

American Economic Review: Papers & Proceedings 2017, 107(5): 96-99
https://doi.org/10.1257/aerp20171110

Sacred versus Pseudo-Sacred Values:
How People Cope with Taboo Trade-Offs’

By Privip E. TETLOCK, BARBARA A. MELLERS, AND J. PETER SCOBLICH

“We propose viewing people as varying along
a continuum of interest in seeking out
caveats: from hard-core Machiavellians for
whom nothing is sacred and who do not
bother pretending otherwise, to Batson’s
moral hypocrites, to more altruistic souls
who make moderate-to-big sacrifices to
uphold the normative order. Most of us are
arguably better classified as semi-hypocrites,
neither fanatical defenders of deontic
principles nor devoid of sentimental
attachments to these principles. We just
realize, at some level of awareness, that even
the most precious things can become too
expensive to defend” (pp. 97-98).

“Is nothing sacred?”



An even more interesting conclusion
when seen in light of “his” 2016 study

Judgment and Decision Making, Vol. 11, No. 1, January 2016, pp. 40-47

The price of not putting a price on love

A. Peter McGraw*  Derick F. Davis'  Sydney E. Scott!  Philip E. Tetlock®

“Our inquiry reveals that, when a purchase is symbolic of
love, people are reluctant to seek cost saving options and
thus spend more money than is necessary given the
availability of lower cost (yet equivalent quality) items in the
marketplace” (2016:45).

* Love = engagement rings and cremation containers
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Dignity and
Moral Foundations Theory

Journal of Personality and Social Psychology
66-385

ourmal 2011 American Ps ical Associatior
2011, Vol. 101, No. 2. 366 S14/11

sycholog
1181200 DOI: 10,1037/40021847

0022-3514/
H’ERSONALITY PROCESSES AND INDIVIDUAL DIFFERENCES
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University of Virginia

GRAHAM, HAIDT, AND NOSEK

3. Gender differences in foundation endorsement. The
5 MFQ reveals interesting gender differences as well. In the large
international data set collected at YourMorals.org (49,428 women;
68.812 men), women score higher than men on Harm (mean
difference = .47), #(118238) = 99.16, p < .0001, d = 0.58:
Fairness (mean difference = .16), #(118238) = 37.75, p < .0001,
d = 0.22; and Purity (mean difference = .16), #(118238) = 25.10,
p < .0001, d = 0.15—with men just barely higher on Ingroup and
Authority (mean differences < .06, ds < 0.06). Women were more
concerned than men about Harm, Fairness, and Purity, even con-
trolling for political ideology. As the effect sizes show, these
gender differences were much stronger than the ditferences be-
tween Eastern and Western cultures. The gender patterns make
sense in light of previous research on empathy (Davis, 1983).

S
1

Agreement with moral statements
strongly disagree, 5=strongly agree)

fl — Harm egalitarianism (Arts & Gelissen, 2001), and disgust sensitivity
- E‘:‘;ﬁgs (Druschel & Sherman, 1999), but they also show an important
== Authority divergence from the political patterns in that Purity is here grouped
0 "t P with Harm and Fairness, rather than Ingroup and Authority. Here
Sﬂé"g‘r N ﬁglgf‘v stgnt Loora (M“i.ié,‘:}g) mﬁiﬁlﬂéﬂw o Sil’n?é‘i'ie ci's"glﬂwe [_00 the finer rcs.oluli(.)l?‘and broqdcned scope of MFT allowed us to
Self-reported political identity ’gn;j and describe differences in moral personality not possible

efore.

Figure 3. Agreement with moral statements across political identity, Study 2. The horizontal line at 2.5
dicates division of ags and disag (2 indica slight di and 3 indi slight
agreement)




“Homo Economicus”

[Political economy] does not treat of the
whole of man's nature as modified by the
social state, nor of the whole conduct of
man in society. It is concerned with him
solely as a being who desires to possess
wealth, and who is capable of judging of
the comparative efficacy of means for
obtaining that end. ... It makes entire
abstraction of every other human passion
or motive... With respect to those parts of
human conduct of which wealth is not even
the principal object, to these Political
Economy does not pretend that its
conclusions are applicable.

...John Stuart Mill (1844). On the definition of political
economy. Essays on Some Unsettled Questions of Political
Economy: http://www.econlib.org/cgi-
bin/searchbooks.pl?searchtype=BookSearchPara&id=mIUQ
P&qguery=modified+by+the+social+state

“Homo Practicus’

4


http://www.econlib.org/cgi-bin/searchbooks.pl?searchtype=BookSearchPara&id=mlUQP&query=modified+by+the+social+state

Consider Business Schools

A university is only incidentally a
market. It is more essentially a
temple - a temple dedicated to
knowledge and a human spirit of
inquiry. It is a place where learning
and scholarship are revered, not
primarily for what they contribute to
personal or social well-being but for
the vision of humanity they
symbolize, sustain, and pass on. ...
Higher education is a vision, not a
calculation. It is a commitment, not a
choice. Students are not customers;
they are acolytes. Teaching is not a
job; it is a sacrament. Research is not
an investment; it is a testament.

...Jim March (2003: 206)
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EMBRACING THE SACRED IN OUR SECULAR
SCHOLARLY WORLD

JAMES P. WALSH
University of Michigan

I am honored to speak to you as our sixty-fifth
president. Sitting down to prepare my remarks, |
realized that I could talk with you about abso-
lutely anything. I decided to talk about us. I hate to
say it, but | fear that we are not all that we can be.
Please don't worry—this will not be another pres-
idential address that will call on us to be relevant
We are plenty relevant. The fact is this should be
our Golden Age. But something is very amiss
Something is keeping us from being all that we
can be. As you can tell from my title, I think that
“"something” is our reaction to what I am calling
our secular world. My goal here is to at least pro-
voke us—and who knows, maybe even to inspire a
few of us—to live our lives differently.

This essay complements the address | gave af the August
2010 Academy of Management meeting in Montréal. The dif

farences are two: (1) 1 am now able to formally connect my
ideas with other work on this theme, and (2) | have the oppor

tunity to share a fow ideas that time did not permit when 1
delivered the address. | want to express a great deal of sincere
gratitude before | begin. First of all, to my wile, Suo Ashford,
thank you for being there for the past thirty years. There is no
way in the world that | would have had this opportunity if it
were not for you. To our three kide—Allie, Hannah, and
Maddy—what can I say? Thanks for being you. Thanks, too, to
my extended family for all of your love and support (especially
1o Karin and Kim for coming all the way from Napa to Montréal
to hear what | had to say). To all of my friends—including
everyane from Briarcliff Manor, who help to make us all who

wo aro—thank you for standing by me lor s0 many years. And,
tinally, thanks to Paul Adler, Sue Ashiord, John Chamberlin,
Michael Cohen, Marianne Esders, Michael Gordon, Anne-Wil
Harzing, Joshua Margolis, Dave Mayer, Alan Meyer, Lance San

delands, Cathy Shakespeare, Maxim Sytch, Judith Walls, Karl
Woick, Joo White, Amy Wrzesniewski, and my colleagues in
the Ross School's and O

and our Hosmer Seminar for your conversations with me about
this address, and to Laura Berdish, Mary Christianson, Regina
Fitzpatrick, Ira Fried, Juliane lannarelli, Patti Lamparter, Corey
Seeman, Sean Sullivan, Matt Suppa, and Nancy Urbanowicz
for your help with the presentation. I am a lucky man. An audio
of the address (along with the slides) is posted on my own and
the Academy of Management's website. | will not offer specific
wob addressos hera since | am sure the links will change with
time. They should be easy encugh to find.

My address comprises three parts. I will briefly
talk about why I think this should be our Golden
Age. 1 will then take a look at our secular world
and share what gives me pause, In so doing, [ will
talk about the audit culture that has emerged
around us, our problematic reaction to it, and the
consequences of that reaction. And I will close by
reminding us of the sacred nature of our work. But
1 will not just leave it at that. | want to share an
idea or two about how to move forward. Some of
us will need to summon some courage if we are to
live in a world where we can thrive.

OUR GOLDEN AGE

This really should be our Golden Age. Viewed
from any historical perspective, we can see that
business has emerged as a central feature of life
in contemporary society—and maybe is the cen-
tral feature of our lives today. People may debate
whether we live in a society of organizations (Per-
row, 1931) or a society defined by markets (Davis,
2009), but it is clear that business rivals the church
and the state as a central aspect of modem life.
Indeed, business sensibilities now inform how we
conduct our govemnments' business (Kelman, 2007)
and operate our civil society (Austin, Gutierrez,
Ogiastri, & Reficco, 2007). Perhaps unbelievably,
there are now over 12,000 schools of business

ldwide (AACSB I 1, 2010). Indeed,
the Academy of Management's membership
growth reveals this kind of scale. Now on the cusp
of 20,000 members, our size has nearly doubled in
the past ten years. Moreover, our growth rate out-
side the United States is now three times what it is
inside the United States (see Figure 1). I do not
have a worldwide estimate of business school
graduates at hand, but the US. Department of
Education (2009) tells us that we are educating
nearly half a million business students each year
(see Figure 2). Of course, those students go on to
touch the lives of many millions more.
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realized that I could talk with you about abso-
lutely anything. I decided to talk about us. I hate to
say it, but | fear that we are not all that we can be.
Please don't worry—this will not be another pres-
identlal address that will call on us to be relevant
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thank you for being there for the past thisty years. There is no
way in the world that 1 would have bad this opportunity if it
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Maddy—what oan | say? Thanks for being you. Thanks, 10, to
my extended family for all of yous love and suppert (especially
10 Karin and Kim Sor coeming all the way from Napa to Montréal
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delands, Cathy Shakespoare, Maxim Sytch, Judith Walls, Karl
Weick, Joo White, Amy Wrzssniewski, and my colleagues in
the Roes School's My ard Ox
and ous Hosmer Seminar ke your conversations with me about
this address, and to Laura Berdish, Mary Christianson, Regina
Fitzpatrick, Ira Fried, Juliane lannarelli, Patti Lamparter, Corey
Seeman, Sean Sullivan, Matt Suppe. and Nancy Urbanowicz
for your belp with the peesentation. I am a lucky man. An audio
of the addreas {along with the slides) is poated on my own and
the Academy of Management's website, | will not older specific
wob addresses hore since | am sure the links will change with
time. They should be easy encugh 1o find.

My address comprises three parts. | will briefly
talk about why I think this should be cur Golden
Age. I will then take a look at our secular world
and share what gives me pause. In so doing, I will
talk about the qudit culture that has emerged
around us, our problematic reaction to it, and the
consequences of that reaction. And I will close by
reminding us of the sacred nature of our work. But
T will not just leave it at that. I want to share an
idea or two about how to move forward. Some of
us will need to summon some courage if we are to
live in a world where we can thrive.

OUR GOLDEN AGE

This really should be our Golden Age. Viewed
from any historical perspective, we can see that
business has emerged as a central feature of life
in contemporary society—and maybe is the cen-
tral feature of our lives today. People may debate
whether we live in a soclety of organizations (Per-
row, 1991) or a society defined by markets (Davis,
2009), but it is clear that business rivals the church
and the state as a central aspect of modem life.
Indeed, business sensibilities now inform how we
conduct our governments’ business (Kelman, 2007)
and operate our civil soclety (Austin, Gutiérrez,
Ogiastri, & Reficco, 2007). Perhaps unbelievably,
there are now over 12000 schools of business

ldwide (AACSB I 1, 2010). Indeed,
the Acad of M £ bership
growth reveals this kind of scale. Now on the cusp
of 20,000 members, our size has nearly doubled in
the past ten years. Moreover, our growth rate out-
side the United States is now three times what it is
inside the United States (see Figure 1). I do not
have a worldwide estimate of business school
graduates at hand, but the US. Department of
Education (2009) tells us that we are educating
nearly half a million business students each year
(see Figure 2). Of course, those students go on to
touch the lives of many millions more.
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The Rankings (2001 — 2016):

Financial Times Rank
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2001| 2002| 2003| 2004| 2005| 2006| 2007 2008| 2009| 2010| 2011| 2012| 2013| 2014| 2015| 2016

University of Pennsylvania: Wharton INSEAD 7 6 6 4 8 8 7 6 5 5 4 6 6 5 4 1
Harvard Business School Harvard Business School 2 2 2 2] 1 2] 3 5] 3 3] 3 2] 1 1 1 2]
Stanford Graduate School of Business )\/ London Business School 8 9] 7 4 5 5] 5 2] 1 1 1 4 4 3] 2 3]
University of Chicago: Booth avd University of Pennsylvania: Wharton 1 1 1 1 1 1 1 1 1 o] ] 3l 3] 4 3 4
Columbia Business School ~X Stanford Graduate School of Business 3| 8] 4 7[ 4l 8| 3 4 6| 4 4 1 o 2| 4 s
MIT: Sloan X/ Columbia Business School 5| 3] 3] 3 3] 4 o 3 4 6 7 5| 5[ 5[ 6 6
INSEAD \( University of California at Berkeley: Haas 14 15 15| 22| 13 16| 25| 32| 31| 28] 25 14| 12 11| 10 7
London Business School X University of Chicago: Booth 4 3] 5 4 6 6] 6 9] 11 9] 12| 12| 10 9] 9 8]
Northwestern University: Kellogg / MIT: Sloan 6 6/ 10 9 13 10{ 14 7 9 8 9 7 9 8 9
New York University: Stern \ 7\ University of Cambridge: Judge NR| 22| 30 34] 42| 35 15| 10| 17| 21| 26| 26| 16| 16| 13| 10
IMD \\\[ Northwestern University: Kellogg 9 10, 9 11 11 17 19 24 21 22 21 16, 13 15, 14| 11
UCLA: Anderson \ X /] |IE Business School 31| 35| 26| 15| 19 12[ 11| 8] 6| e 8 8 11 13 12| 12
Dartmouth College: Tuck Y \ I IMD 11 14 13 12 13 14, 13 14 14 15 14 13 19 12 20 13,
University of California at Berkeley: Haas N\ /] [HKUST Business School 48] 471 59| 69| 44 47] NR[ 27] 16] o] 6] 10 12 8] 14] 14
Cornell University: Johnson \\\ \ /] |HEC Paris 52| 67| 62| 53] 37] 22 18] 18] 29[ 18] 18] 18] 21] 21] 16| 15
Univetsity of Michigan: Ross W\ AJ  [tese Business School 24| 25| 18] 13| 12| 13l 1] 11| 12[ 11l o of 7[ 7[ 7] 16
Carnejie Mellon: Tepper VNN /L China Europe International Business School (Ceibs) NR| 92| oo 53] 22| 21] 11[ 1] 8] 22| 17[ 24 18] 17] 11 17
Duke University: Fugua M YA\ [Yalke School of Management 200 12 12[ 13] o] 11| 10 16] 19[ 16] 15| 20 14 10 17[ 18
Western Ontario: Ivey V\ New York University: Stern 10 8| 8 8] 9 7] 8| 13 10] 13| 15 17| 19| 17 18 19
Yale School of Management \Y/ T\ [University of Michigan: Ross 16| 23] 25| 30| 16] 14 19| 27] 23] 28] 24| 29| 30] 23] 24| 20
Univessity of North Carolina: K enan-Flagler XV |\ [Duke University: Fuqua 18] 19| 15[ 20] 18] 27| 23] 28] 22[ 20 20| 15| 18] 17] 21| 21
University of Virginia: Darden \A ’ Dartmouth College: Tuck 13 1] 11 10 7 8 9 150 13 13| 18 19| 16| 20| 23] 22
Univelsity of Maryland: Smith T\ Esade Business School zal g3l 7] asl o 201 211 19l 1ol o] 22l 2ol 29l o2al 23
lese Business School , _|lIM-Ahmedabad N H 24
Univefsity of Texas at Austin: McCombs / SDA Bocconi Forelgn Rank Share 25
Vanderbitt University: Owen \( Chinese University of Hong Kong Business School N | 26
Rotterdam School of Management, Erasmus Unil \V, University of Virginia: Darden 2] TO p 10 TO p 11- 20 TO p 2 1- 50 27,
Emory University: Goizueta w( University of Oxford: Said 3 0, 0, 0, | 28|
Georgetown University: McDonough \[ /\\__[indian School of Business N 2001 20% 20% 47% | 29|
University of Rochester: Simon Y/ \\\ Nanyang Business School N | 29|
|E Business School . ]m \\ Cornell University: Johnson j! 2016 30% 60% 63% | 31
University of Southern California: Marshall_— \\WAQJ/'\ \\  [National University of Singapore Business School 1 32|
Wa_shingmn University: qlin (L) W Carnegie Mellon: Tepper bl Eu ropean Rank Share | 33
University of Oxford: Said \! \ UCLA: Anderson 1 | 34
York University: Schulich \\ Imperial College Business School o _ _ | 35|
Alliance Manchester Business School a City University: Cass 1 TO p 10 TO p 11 20 TO p 21 50 | 37|
McGill University: Desautels M \ \ Alliance Manchester Business School 3 0, 0, 0, | 38|
University of California at Irvine: Merage A\ \\ Shanghai Jiao Tong University: Antai N 2001 20% 10% 30% 39
SDA Bocconi WA\ [The Lisbon MBA 40
0, 0, 0, ——

Warwick Business School n \\\ University of North Carolina: Kenan-Flagler 2] 2016 30/) 30 A) 30 A) 41
Cranfield School of Management \ \\ Rotterdam School of Management, Erasmus University 2 . | 42|
Indiana University: Kelley A \ \' [Renmin University of China School of Business N Asian Ran k Sha re | 43]
AGSM at UNSW Business School A \ Georgetown University: McDonough | 44|
Purdue University: Krannert N \ University of Hong Kong N To p 10 To p 11-20 | To p 21-50 [=4
University of South Carolina: Moore R\ \" [warwick Business School | 46|
University of Toronto: Rotman A | University of Texas at Austin: McCombs 2 0 0, 0, | 47|
SMU: Cox ! | Fudan University School of Management 2001 0% 0% 7% | 47]
HKUST Business School University of Washington: Foster N 0 0, 0 | 49|
University of Illinois at Urbana-Champaign ! Mannheim Business School 2016 0 A 20 A) 30 A) 49
University of Edinburgh Business School University of Maryland: Smith 23[ 29[ 33 27] 30] 38 30[ 37[ 44] 43 40 58] 50[ 50] 49 51




Normative Theory?
“Bear the fate of the times as a man”

Our goal here is to begin to develop a conceptually
robust theory of business. Again, it will be an empirical and
normative theory. Well aware of the promise of value free
science — and the scorn that may befall those who bring a
consideration of values to science — we are nevertheless
intent on developing a normative theory. Not mincing
words, Weber (19221968, pp. 152, 155) pointed to the
peril in our path:

Science today is a ‘vocation’ organized in special
disciplines in the service of self-clarification and
knowledge of interrelated facts. It is not the gift of
grace of seers and prophets dispensing sacred values
and revelations, nor does it partake of the contempla-
tion of sages and philosophers about the meaning of the
universe.” He went on to say, “To the person who
cannot bear the fate of the times like a man, one must
say: may he rather return silently, without the usual
publicity build-up of renegades, but simply and plainly.
The arms of the old churches are opened widely and
compassionately for him.




“The Fate of the Times?”
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Tondo slum in Manila, Philippines, 2014. Photo: Dewald Brand, Miran for Oxfam

AN ECONOMY FOR THE 1%

How privilege and power in the economy drive extreme
inequality and how this can be stopped

62 people now own as much as half the world (3.6B — they own $1.76 trillion).
The top 1% have more wealth than the other 99% combined.



“The economic system ‘works itself.””

Coase (1937: 387)

* An economist thinks of the economic system as being co-ordinated by the
price mechanism and society becomes not an organization but an organism.*
The economic system “works itself.”

4 See F.A. Hayek, “The Trend of Economic Thinking,” Economica, May, 1933.

Hayek (1933: 130)

* |tis, of course, supremely easy to ridicule Adam Smith's famous "invisible
hand " - which leads man " to promote an end which was no part of his
intention." But it is an error not very different from this anthropomorphism
to assume that the existing economic system serves a definite function only
in so far as its institutions have been deliberately willed by individuals. ... we
still refuse to recognise that the spontaneous interplay of the actions of
individuals may produce something which is not the deliberate object of their
actions but an organism in which every part performs a necessary function
for the continuance of the whole, without any human mind having devised it.



The Continuance

of the Whole?

PERSPECTIVES

(Glzhal Policy Wokuma 4 . s | . February 2003

Existential Risk Prevention as Global
Priority

Mick Bastrom
University of Oxford

Abstroct
Exiviwrrial rivia are thoue that thrsaten the entire e of hamanizy. Many theares o
wrall reductiont in ree scacemtial Mt haee sroroul egeried alus. Cesie thel imponancs, maes wncunding

rinciple for wilkarnin concemm. | ko shos bow the notion of el ik wegei & new way of thinking abost
the Hadl of wntsnsbdng.

Palicy Implications
= Exutentisl rak [ 4 2oRCERt that can ot long-temm glatal sfiors and watansbdty toncema.
= The biggew: sxtsrvidl min am anttrpogmic s red 1o potentisl Aatere techaologin,
= & mond cass can b muds thae sl mk SSUCHoR (8 Urictly mors impante than sy other globul pubic
geod.
= Sustsnasdiy whasld be mosncepsuained in Syramic terms, @ siming fora watsinsble traEcion diter fhan & w-
[

radratis
= Same urall sxirietisl vk can e mitigeoed iodey Secly feg- sseoicd or indinectly by buliding sedlisnce and

i the extreme magnitede of the
sall probebiley of mxvential catn-
pracically sgnificant (Bowtsom,
s, 2004; Waitzm=an, 70051

d what we might call ot
drech of fhowanch of peang then
by that any of them will do us in
* This conchanion i butinmed
riiky dom nature, wch o
wnuction. sarthouske.

Author of GUNS, GERMS, und STEFL

Winner of the PULITZER PRIZE

Jasom G, Matheny*

A b a2

Defining the Anthropocene

Simom L. Lewis™® & Mark A Mastin'

Reducing the Risk of Human Extinction
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