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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 ≠ 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. 





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.

*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. 



Clearing
the Dignity Threshold



Value, the sine qua non of business

Stakeholder Resource Value in exchange:
Stakeholder POV

Value in exchange:
Firm POV

Investors Capital Shareholder value Market value

Customers Consumption Use value Consumer value

Employees Talent Extrinsic (and 
intrinsic) reward

Labor value

Suppliers Factor inputs Exchange value Value-add

Community A setting Optimized collective 
value

License to operate



Our values are revealed in the 
imagination, creation, exchange, and 

distribution of business value.



Something is Awry
Stakeholder Resource The “is” of market 

value ≠ the “ought” 
of market value

Reform Ideas

Investors Capital Self-dealing, greed, 
market bubbles, and 
crashes

Customers Consumption Consumerism

Employees Talent Alienation and 
exploitation

Suppliers Factor inputs Cost and price 
pressure

Communities A setting Race to the bottom



Glitter and Gold:
Non-Intrinsic and Intrinsic Values



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

“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).

“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:
Stakeholder POV

Value in exchange:
Firm POV

Investors Capital Shareholder value Market value

Customers Consumption Use value Consumer value

Employees Talent Extrinsic (and 
intrinsic) reward

Labor value

Suppliers Factor inputs Exchange value Value-add

Community A setting Optimized collective 
value

License to operate

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



Even Higher Stakes



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

“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.”



De-biasing for
a Better World…





17 Years On…

“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).



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

“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

*



Nevertheless



Dignity and
Moral Foundations Theory



“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=mlUQ
P&query=modified+by+the+social+state

“Homo Practicus”

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) 



First Things First:
Address the Secular in our Sacred World



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

University of Pennsylvania: Wharton 1 1 1 1 1 1 1 1 1 2 1 3 3 4 3 4

Harvard Business School 2 2 2 2 1 2 3 5 3 3 3 2 1 1 1 2

Stanford Graduate School of Business 3 3 4 7 4 3 3 4 6 4 4 1 2 2 4 5

University of Chicago: Booth 4 3 5 4 6 6 6 9 11 9 12 12 10 9 9 8

Columbia Business School 5 3 3 3 3 4 2 3 4 6 7 5 5 5 6 6

MIT: Sloan 6 6 10 9 13 10 14 7 9 8 9 7 9 8 8 9

INSEAD 7 6 6 4 8 8 7 6 5 5 4 6 6 5 4 1

London Business School 8 9 7 4 5 5 5 2 1 1 1 4 4 3 2 3

Northwestern University: Kellogg 9 10 9 11 11 17 19 24 21 22 21 16 13 15 14 11

New York University: Stern 10 8 8 8 9 7 8 13 10 13 15 17 19 17 18 19

IMD 11 14 13 12 13 14 13 14 14 15 14 13 19 12 20 13

UCLA: Anderson 12 16 20 32 26 19 17 25 29 33 31 32 23 26 25 34

Dartmouth College: Tuck 13 11 11 10 7 8 9 15 13 13 18 19 16 20 23 22

University of California at Berkeley: Haas 14 15 15 22 13 16 25 32 31 28 25 14 12 11 10 7

Cornell University: Johnson 15 13 19 16 24 36 29 36 34 36 30 24 24 27 28 31

University of Michigan: Ross 16 23 25 30 16 14 19 27 23 28 24 29 30 23 24 20

Carnegie Mellon: Tepper 17 21 23 28 32 41 43 48 51 34 41 35 43 34 36 33

Duke University: Fuqua 18 19 15 20 18 27 23 28 22 20 20 15 18 17 21 21

Western Ontario: Ivey 19 18 22 29 34 31 41 53 47 49 46 68 78 89 97 88

Yale School of Management 20 12 12 13 9 11 10 16 19 16 15 20 14 10 17 18

University of North Carolina: Kenan-Flagler 21 20 23 17 17 29 32 41 45 46 62 56 45 33 39 41

University of Virginia: Darden 22 16 14 19 20 24 26 33 27 31 41 38 35 27 32 27

University of Maryland: Smith 23 29 33 27 30 38 30 37 44 43 40 58 50 50 49 51

Iese Business School 24 25 18 13 12 13 16 11 12 11 9 9 7 7 7 16

University of Texas at Austin: McCombs 24 40 32 46 57 62 62 76 49 52 49 51 46 39 40 47

Vanderbilt University: Owen 25 24 35 44 31 59 61 76 56 57 51 61 53 59 61 71

Rotterdam School of Management, Erasmus University 27 27 28 22 29 24 30 34 26 25 36 30 33 39 45 42

Emory University: Goizueta 28 31 29 22 27 42 33 26 24 34 38 40 49 41 59 55

Georgetown University: McDonough 29 25 17 17 32 36 34 38 40 38 38 43 40 36 42 44

University of Rochester: Simon 29 42 38 35 27 40 38 47 46 48 52 49 59 55 85 86

IE Business School 31 35 26 15 19 12 11 8 6 6 8 8 11 13 12 12

University of Southern California: Marshall 32 30 31 38 37 54 73 60 60 57 64 61 82 65 58 52

Washington University: Olin 33 41 49 42 66 52 67 69 67 78 86 61 54 64 72 80

University of Oxford: Saïd 34 28 35 26 25 20 19 19 20 16 27 20 24 23 24 28

York University: Schulich 35 31 26 22 22 18 49 48 49 54 49 59 NR NR NR NR

Alliance Manchester Business School 36 48 44 37 44 22 22 22 32 40 29 31 29 43 35 38

McGill University: Desautels 37 36 37 39 39 44 90 96 NR 95 57 61 76 84 100 85

University of California at Irvine: Merage 38 63 40 60 64 82 49 68 74 72 53 81 54 48 43 57

SDA Bocconi 39 31 43 30 42 34 42 48 38 38 28 42 39 31 26 25

Warwick Business School 40 36 34 32 53 52 36 29 37 42 58 27 28 25 38 46

Cranfield School of Management 41 44 54 63 58 46 37 30 35 26 34 36 38 46 45 57

Indiana University: Kelley 42 45 45 56 NR NR 65 61 60 57 73 46 54 47 62 54

AGSM at UNSW Business School 42 67 69 53 84 75 49 39 32 36 35 41 48 62 75 66

Purdue University: Krannert 42 43 47 46 NR 77 48 64 80 54 74 59 57 56 48 NR

University of South Carolina: Moore 45 38 45 36 78 NR 72 55 67 67 80 95 99 NR 96 NR

University of Toronto: Rotman 46 31 21 21 21 24 27 40 47 45 46 44 46 51 53 60

SMU: Cox 47 49 53 59 60 72 54 NR 70 96 88 98 98 NR 76 NR

HKUST Business School 48 47 59 69 44 47 NR 17 16 9 6 10 12 8 14 14

University of Illinois at Urbana-Champaign 48 57 49 40 48 39 38 64 55 52 46 57 44 44 71 91

University of Edinburgh Business School 50 77 73 93 93 82 54 44 92 89 88 83 NR NR NR 98

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

INSEAD 7 6 6 4 8 8 7 6 5 5 4 6 6 5 4 1

Harvard Business School 2 2 2 2 1 2 3 5 3 3 3 2 1 1 1 2

London Business School 8 9 7 4 5 5 5 2 1 1 1 4 4 3 2 3

University of Pennsylvania: Wharton 1 1 1 1 1 1 1 1 1 2 1 3 3 4 3 4

Stanford Graduate School of Business 3 3 4 7 4 3 3 4 6 4 4 1 2 2 4 5

Columbia Business School 5 3 3 3 3 4 2 3 4 6 7 5 5 5 6 6

University of California at Berkeley: Haas 14 15 15 22 13 16 25 32 31 28 25 14 12 11 10 7

University of Chicago: Booth 4 3 5 4 6 6 6 9 11 9 12 12 10 9 9 8

MIT: Sloan 6 6 10 9 13 10 14 7 9 8 9 7 9 8 8 9

University of Cambridge: Judge NR 22 30 34 42 35 15 10 17 21 26 26 16 16 13 10

Northwestern University: Kellogg 9 10 9 11 11 17 19 24 21 22 21 16 13 15 14 11

IE Business School 31 35 26 15 19 12 11 8 6 6 8 8 11 13 12 12

IMD 11 14 13 12 13 14 13 14 14 15 14 13 19 12 20 13

HKUST Business School 48 47 59 69 44 47 NR 17 16 9 6 10 12 8 14 14

HEC Paris 52 67 62 53 37 22 18 18 29 18 18 18 21 21 16 15

Iese Business School 24 25 18 13 12 13 16 11 12 11 9 9 7 7 7 16

China Europe International Business School (Ceibs) NR 92 90 53 22 21 11 11 8 22 17 24 15 17 11 17

Yale School of Management 20 12 12 13 9 11 10 16 19 16 15 20 14 10 17 18

New York University: Stern 10 8 8 8 9 7 8 13 10 13 15 17 19 17 18 19

University of Michigan: Ross 16 23 25 30 16 14 19 27 23 28 24 29 30 23 24 20

Duke University: Fuqua 18 19 15 20 18 27 23 28 22 20 20 15 18 17 21 21

Dartmouth College: Tuck 13 11 11 10 7 8 9 15 13 13 18 19 16 20 23 22

Esade Business School 64 79 83 71 35 27 24 21 18 19 21 33 22 22 29 23

IIM-Ahmedabad NR NR NR NR NR NR NR NR NR NR 11 11 26 30 26 24

SDA Bocconi 39 31 43 30 42 34 42 48 38 38 28 42 39 31 26 25

Chinese University of Hong Kong Business School NR 67 77 NR 69 NR NR NR NR 28 NR 28 27 NR 30 26

University of Virginia: Darden 22 16 14 19 20 24 26 33 27 31 41 38 35 27 32 27

University of Oxford: Saïd 34 28 35 26 25 20 19 19 20 16 27 20 24 23 24 28

Indian School of Business NR NR NR NR NR NR NR 20 15 12 13 20 34 36 33 29

Nanyang Business School NR NR NR NR NR NR 67 46 24 27 33 34 32 38 40 29

Cornell University: Johnson 15 13 19 16 24 36 29 36 34 36 30 24 24 27 28 31

National University of Singapore Business School 89 99 NR NR NR 92 81 NR 35 NR 23 23 36 32 31 32

Carnegie Mellon: Tepper 17 21 23 28 32 41 43 48 51 34 41 35 43 34 36 33

UCLA: Anderson 12 16 20 32 26 19 17 25 29 33 31 32 23 26 25 34

Imperial College Business School 64 85 78 75 53 47 56 35 39 32 37 46 42 49 34 35

City University: Cass 73 81 68 42 60 47 73 41 41 41 32 38 40 41 45 37

Alliance Manchester Business School 36 48 44 37 44 22 22 22 32 40 29 31 29 43 35 38

Shanghai Jiao Tong University: Antai NR NR NR NR NR NR NR NR NR NR NR NR NR 77 55 39

The Lisbon MBA 61 52 36 40

University of North Carolina: Kenan-Flagler 21 20 23 17 17 29 32 41 45 46 62 56 45 33 39 41

Rotterdam School of Management, Erasmus University 27 27 28 22 29 24 30 34 26 25 36 30 33 39 45 42

Renmin University of China School of Business NR NR NR NR NR NR NR NR NR NR NR NR NR NR NR 43

Georgetown University: McDonough 29 25 17 17 32 36 34 38 40 38 38 43 40 36 42 44

University of Hong Kong NR NR NR NR NR NR NR NR NR NR 30 37 31 29 38 44

Warwick Business School 40 36 34 32 53 52 36 29 37 42 58 27 28 25 38 46

University of Texas at Austin: McCombs 24 40 32 46 57 62 62 76 49 52 49 51 46 39 40 47

Fudan University School of Management 88 83 55 47

University of Washington: Foster NR NR 93 NR 93 61 57 44 67 78 86 73 78 58 51 49

Mannheim Business School 69 66 55 49

University of Maryland: Smith 23 29 33 27 30 38 30 37 44 43 40 58 50 50 49 51

Top 10 Top 11-20 Top 21-50

2001 20% 20% 47%

2016 30% 60% 63%

Foreign Rank Share

Top 10 Top 11-20 Top 21-50

2001 20% 10% 30%

2016 30% 30% 30%

European Rank Share

Top 10 Top 11-20 Top 21-50

2001 0% 0% 7%

2016 0% 20% 30%

Asian Rank Share

The Rankings (2001 – 2016):
Addressing the Secular in our Sacred Scholarly World

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



“The Fate of the Times?”

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.4 

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

Hayek (1933: 130)

• It is, 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?


