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Harvard’s “Delicate Experiment”: are Business Schools fit for the 21st Century?’

Robin Wensley

Director of AIM and Professor of Policy and Marketing WBS

Before the establishment of the Harvard Business School in 1908, Lawrence Lowell, a key figure in the founding of the School and a later President of the University wrote to the then President Elliot expressing his concern at a proposal to integrate the school within the arts and sciences in an attempt to make it, as he saw it: “an academic instead of a professional school”. He believed that “we are trying a great but, I think, delicate experiment “ and he considered it essential that that the new school had a separate professional faculty.

Over the last hundred years, and particularly since the end of World War 2 in 1945, HBS has been seen to prosper despite the difficulty of maintaining a balance between the worlds of academe and practice. On the other hand some of the more general underlying tensions in the management domain have remained between the worlds of academe and practice.

In facing up to the challenges of the 21st century with the apparent decline of what has been termed the neo-liberal consensus, the critical questioning of assumptions about the efficacy of markets alongside the widespread challenges to the Anglo-Saxon model of the political economy, these tensions can be expected to increase let alone when they are repeated in, what are now, more that one hundred business schools just in the UK. 

HBS And The Early History

As many already know, the Harvard Business School was not in any way the first US Business School to be established. For instance, the Wharton School had been founded in 1881 and in 1900, the Tuck School of Business at Dartmouth College was founded as the first graduate school of business, offering the first master's degree in business administration, titled the "Master of Commercial Science". However Harvard Business School has in many ways become the iconic Business School. 

Around 1900 Harvard was having a tough financial time. President Charles Elliot had had to close the School of Veterinary Medicine and cut the budget of the Department of Government.

But in 1903 the sewing machine magnate Gordon McKay also left a large endowment to “be used to promote applied science …(in) any or all of those scientific subjects which have or may hereafter have, applications useful to man” (p27)

Such a specification left considerable discretion as to how the endowment might actually be committed but Elliot decided to reject the suggestion that it should help establish a School of Engineering. Instead he had his eye on the suggestion that it should be directed more towards a Graduate School of Administration.

A Delicate Experiment

The key “product champions” in the ensuing discussion were Professor Taussig from the Harvard Economics Department and Lawrence Lowell who had substantial experience in practicing law, in the worlds of business and Government, reporting to President Charles Elliot. As plans took shape a number of key choices had to be made; one which led to the title of Cruikshank’s book related to the question of the procedure for faculty appointments in the new School. In letter from Lowell to Elliot in August 1907, Lowell expressed considerable concern:

“ I want to say that I dread very much the effect of a committee of the faculty. It is not easy to make a success of the thing by making it an academic instead of a professional school, as has been the case, I believe, in other institutions … we are trying a great, but I think, delicate experiment. (p40).

Although in this particular case, Lowell did not get his way, the overall issue remained central to the development of the Harvard Business School. What was the essential nature of this delicate experiment?. No more and no less than a professional school in a prestigious academic setting..

Aristotle might have described this as the relationship between techne, episteme and phronesis. In turning down the option of a school of engineering,  Elliot apparently saw the balance as more between episteme and phronesis. and might have seen this in the duo of Taussig, an already established Professor in the Economics Department and Lowell.

In 1910, with a strong focus on the management issues in the burgeoning, but not always profitable sector which was the railroads, the first Dean of the School Edwin Gay 

“hypothesised that the art of business consisted of two main functions: production and distribution. In part to distinguish his new school from existing schools of economics , he called those basic functions ‘manufacturing’ and ‘marketing’.”  (p55)

In 1911 the Bureau of Business Research was set up and started by surveying not the whole of retailing but shoe retailing and then moving on to the grocery trade. The surveys proved to be rather popular with the industry itself which found the information about the range of margins and costs useful in setting as we would now say, appropriate benchmarks.

However, when it came to replacing the founding Dean in 1919, Lowell, now President of the University, implicitly recognised that in general the engagement of the School with the world of practice had been less than planned. He appointed Wallace Brett Donham as the new Dean. Donham was a Boston banker who had trained at the Harvard Law School. However, there remained some tensions with the world of management practice. For instance, in 1921 there were some heated disputes with potential business sponsors about the teaching of labour relations within the curriculum 

Cases and Ethics

The first “case book” was developed by Marketing Professor Melvin Copeland at the behest of new Dean, Wallace Donham, in 1920. Not only under Donham’s leadership did it initiate the development of what became the distinctive pedagogy of the whole Business School it also established a new role for the Bureau of Business Research in research and writing such teaching cases, Initially, however, there were arguments, with for instance the recently formed ACSB on the balance between method and content. (1920)

The issue of Ethics within the curriculum remained a challenge: President Lowell at the founding had argued against a separate course. Dean Gay contemplated such a course but concluded that it would be very difficult to teach.  However, the Great Crash inevitably led to further questions about the role of management and business. Some voices were highly critical:

Abraham Flexner, a writer, social critic and member of the Rockefellers’ General Education Board published in 1930 a critical study entitled Universities:

“ Modern business does not satisfy the criteria of a profession. It shrewd, energetic and clever rather than intellectual in character; it aims – and under our present social organization must aim – at its own advantage, rather than at noble purpose within itself” in particular he noted that:

“ The Harvard Business School raises nether ethical or social questions: it does not put business on the defensive it does not take a broad view of business as business”

In fact a second year elective in Business Ethics had been approved finally in 1928 but was abandoned in 1935 due to low student demand and its perceived focus on theory rather than practice.

The Challenge of Financing 

Financing, from tuition and endowments had been a consistent issue during the first forty years but  given the scale of the HBS the most significant challenge probably came with WW2.  HBS faced a substantial challenge to maintain enrolments and Dean Donham initiated a number of curriculum and course changes to try and sustain numbers. However, very unusually he tried to go too far in 1941 when the Faculty turned down his proposal for an undergraduate degree.

Finally on te issue of financing,  President Elliot had suggested to the first Dean at its founding that within five years tuition fees from students and organisations would cover its costs. In fact forty years later the actual balance was 50% from fees and 50% from endowments.

If we were looking at the balance in more recent terms we might, I believe somewhat incorrectly describe the challenge as the conflict between rigour and relevance. And would note two enduring facts: one hundred years later the debate seems to go on yet to a quite substantial degree the Business School model has prospered widely in higher education.

I also wish to consider another issue that has perhaps received more attention recently: the extent to which it is claimed that the Business School curriculum has failed to incorporate an adequate ethical perspective alongside the attention to praxis. 

The Second Half Of The Twentieth Century

Lets us first consider some additional facts from the second half of the twentieth century, which have applied to Business Schools as a whole rather than just HBS. In 1959, US Business Schools were challenged with two reports both of which broadly speaking required them to both update their curriculum and become more rigorous in their research the. We can certainly go back to the initial debates around what came to be known as the “Foundation Reports” on US Business Education: the Ford and Carnegie Foundation reports both published in 1959 ( Gordon and Howell 1959, Pierson 1959).  

There was a clear and similar theme in both reports. For instance, the Ford report recommended that:

“the business schools (and departments of business) need to move in the direction of a broader and more rigorous educational program, with higher standards of admission and student performance, with better informed and more scholarly faculties that are capable of carrying on more significant research, and with a greater appreciation of the contributions to be made to the development of business competence by both the underlying non-business disciplines and the judicious use of clinical material and methods”

Although it was argued at the time that the response of US Business Schools had been rather tentative ( Clark and Opulente 1963) there is now little doubt with the advantage of hindsight that their impact was considerable. Indeed even by 1975 Wheeler was describing the Ford report as “the single most important factor in determining the nature of curricula in schools of business administration in the United states today” 

Whilst as in the UK there were precursors to the Management and Business Schools such as the Department of Commerce in Birmingham University around the turn of the previous century the Business School development really established momentum in the early sixties. In April 1963 the National Economic Development Council (NEDC) recommended the establishment of a high level business school or institute run on the lines of the Harvard Business School or the School of Industrial Management at the Massachusetts Institute of Technology. In the same year, the Robbins Committee on Higher Education recommended the establishment of two post-graduate schools of business education in the UK.

Following the NEDC Report, Lord Franks was asked to study the problem of establishing a business school or schools. The Franks Report recommended the establishment of two high quality schools, as part of existing universities (London and Manchester) but enjoying considerable autonomy. The schools would offer courses for about 200 post-graduates and 70-100 post-experience students. This led to the setting up of the Graduate Schools in both Manchester and London and in so doing would set the scene for what was to become another long dispute in Business and Management Studies: the US two year Masters course alongside the more common pattern in the UK of the one year Masters following on from an honours degree.

It was not long before the professional/academic issue emerged. DG Clark of the University of Salford was commissioned to survey students on full-time postgraduate management courses and he reported in August 1968 and on the basis of his data, Harold Rose, then a Professor at the London Business School, produced a further report for NEDO which recommended a substantial expansion of UK business schools, focusing on the two year Masters, He also identified a prime need to increase the intellectual standing of UK business school programmes. 

Meanwhile John Bruce Lockhart, however, previously in charge of management development at Courtaulds prepared a report based on his own investigations and those conducted by the Financial Times.  Instead of a focus on academic rigour for the business school staff, he was concerned that: "business schools must always have a good proportion of their staff who have been successful in business".

. 

The Economist, in commenting on the background to Mr. Lockhart's study said;

"Academic values have come to predominate over a more vocational kind of training. The balance could be re-established by itself. If it is not, business school academics face the prospect of seeing the whole project going into decline as firms turn increasingly to consultants to supply their educational needs" (Economist January 9 1971:75)

In the same month, the Economist reported on a serious critique of MBAs by Professor J.S. Livingstone in the Harvard Business Review, which foreshadowed a discussion that would recur throughout the next forty years :

" The typical business graduate, he says, is over-educated and is therefore slow to learn from actual experience... In practice they (business graduates) change jobs often...Business education, he argues, overdevelops analytical ability, whereas .. in real life the need is rather for finding the right problems and spotting and seizing opportunities that arise unexpectedly"

Whatever the nature of the debate however one fact stood out: the continued growth of Business Schools both in terms of number and enrolments

By 1975 there was also to be heard critical commentary on the impact in the US of the so-called Foundation Reports, as House (1975) commented:

 “the currently popular demand for the university and the professor to be relevant ... What constitutes relevant knowledge is, indeed, a controversial question. Both the Ford and Carnegie Foundation reports criticized U.S. Business Schools for being too technique or "how to" oriented, rather than analytical and conceptual. They also criticized the business schools for teaching information that was specific rather than generalizable and therefore likely to become obsolete a short time after it is taught. In contrast to the recommendations of the Ford and Carnegie Foundation reports, students and legislators presently are heard calling for more practical, specific, and immediately applicable information. Information that does not meet these requirements is criticized as being irrelevant” (1975:325)

Twenty years later the simmering debate boiled over again Pffefer (1995) started a debate about the extent to which management research was bedevilled by the lack of a coherent and consistent framework or paradigm. The British Journal of Management (Hodgkinson 2001) devoted a special issue to the problems of management research, focusing attention on a number of concerns including the way such research is conducted- the Mode 1/Mode 2 debate -, the nature of so-called rigour and the question of relevance. Later Ferraro et al (2005a and 2005b) engaged in a debate with Brazerman (2005) as to what and how management researchers might learn from economists in terms of creating greater impact and also academic status in the field of social sciences. Henry Mintzberg, who was far from being a novice in the previous debate repeated and developed his previous critique in a book entitled “Managers not MBAs” (2004) which was both lauded and challenged (see, for instance, Shepherd 2005). Finally, though perhaps not finally at all, Bennis and O’Toole (2005) rehearsed many of the criticisms voiced more than thirty years earlier by Livingston in indeed the same Harvard Business Review under the rather polemical title “How Business Schools lost their Way”. .

Three Enduring Issues

The demand for graduates and post graduates.

Under some significant pressure to increase revenue Dean  proposed to the HBS Faculty in 1941 that HBS should admit undergraduates. However and very unusually this proposal was rejected.

In the US and the UK as a whole over the longer period there continued to be increasing demand at both the undergraduate and postgraduate level. There seems little reason to believe that this demand will fall away in the medium term and this means that we will continue to see most if not all Business schools primarily funded from their teaching activities broadly defined. It seems likely that given the low level  of economies of scale for the traditional university based Business School many of the existing providers will be at least capable of remaining viable within what might be termed their current resource envelope. We can expect a greater level of differentiation between them or at least between groups. 

One interesting frame work within which to consider the process of increasing differentiation is that initially developed by Professor Ken Starkey and Dr Nick Tiratsoo and further elaborated by Ivory at al (2006)
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It is of course important to recognise that most if not all Business schools are likely to occupy some space in each of the Quadrants: the strategic positioning question is the nature of the overall space they occupy.

The underlying tensions between practice and research 

HBS started its research division by building on the initial pilot survey on a sample of footwear retailers. When Copeland developed his first Marketing case-book the research division started to fund the developed of case studies themselves.

The question of relationship between academia and practice has remained central in a way which on reflection is hardly surprising given that Business and Management Schools have almost exclusively been located within Institutions of Higher Education, which both privilege the role of theory and the benefits of systematic empirical research. Equally the extent to which they are rarely if at all located within one of the relevant disciplines such as economics or sociology also emphasises the importance that Business Schools must attach to engagement with management practice  

Overall we might conclude that there is something rather sustainable about the so-called Delicate Experiment in terms of a balanced process of continuity and change. There have remained central challenges where it is crucial that there is a response but no real likelihood of a resolution.

The most recent version of the so-called relevance debate has taken an interesting turn. The key authority in this round has been the German Sociologist Niklas Luhmann. In a challenging paper Kieser and Leiner (2009) argue that following Luhmann, the worlds of scientific research and economic practice are in the end closed systems which operate according to different logics: true/false in the case of science; payment/non-payment in the case of economic practice   Whilst the critique is internally consistent it might be said to suffer from a similar problem to that of the great Max Weber; it is centered around a notion of ideal types. Hence others have argued that the actual practice of science and scientific research is much less coherent than the Luhmann analysis suggest ( Starkey et al 2009) and that such diversity allows for various key areas in which the worlds of management research and practice are much more closely aligned such as in HR recruitment and testing procedures ( Hodgkinson and Rousseau 2009 ). However we should not discount the insight from the Luhmann approach too readily, as Fincham and Clark (2009) note. Rasche and Behnam (2009) in a more balanced analysis suggest that whilst the two worlds do indeed operate according to different basic principles, they can and do interact to effect. Following Luhmann they argue that interventions between the worlds of science and practice should be seen more as “irritations” or as “fictions”.:

“A fiction represents an “irritation” (Luhmann, 1995) to the system of practice that often takes the form of a key idea or label (e.g., “lean management”). These irritations are then processed according to the logic of the system and thus modified, extended, supplemented, or even neglected. Like systems, fictions also operate on a self-referential basis: Scientific knowledge becomes relevant for the system of practice because the system itself has made it relevant. We do not claim that managers who consume scientific knowledge are always aware of the fictional ground of their knowledge. Practitioners’ fictions exist in many different forms, for instance, as part of strategic plans (Weick, 1979) and do not necessarily imply an explicit reference or mentioning.”

 This all suggests that we should frame our questions about the relationship between practice and knowledge, as not so much the relationship between management practice and academic knowledge as between academic research practice and management knowledge. This puts the issue of relevance centre stage but at the same time does not mean we have to pass up on rigour but just accept that it should be given a wider meaning than just a particular form of empirical analysis. There are even indeed cases where we find the two are back in harmony when a concern with relevance is linked to a rigorous piece of empirical research.

As an example, let us consider the case of so-called action bias in managerial behaviour. There has been discussion as to whether either in general or specifically managers show a tendency to over-react to any changes in situations and therefore demonstrate what is known as an action bias. For example, Leeflang and Wittink (1996) claimed that  their data on competitive response patterns by brand managers suggested that over-reaction occurred more frequently than under-reaction. However it is difficult to define accurately what is over and under-reaction given the nature of their data. A much clear example of “action bias” is to be found in the kicker/goal-keeper interaction in football penalties. Here the evidence of over-reaction is compelling (Bar Eli et al 2007) 

The Nature Of The Wider Political Economy And Ethical Behaviour.

Perhaps not surprisingly the recent turmoil in the global financial markets has increased public concern not only about corporate behaviour  but also the broader questions of ethical standards. But will this concern remain a substantial one which leads regulatory changes and significant pressure for curriculum changes in Business Schools. Two different perspectives suggest it is difficult to decide.

If we draw a parallel with the wider critique of HBS in the wake of the Great Crash then we may expect only relative short term reaction in both society as a whole and in the curriculum.  It is also worth noting that Wikipedia provides a short list of what are referred to as “Corporate Scandals”:

South Sea Company (1720) · 

Salad oil (1963) · 

Polly Peck (1990) · 

Bank of Credit and Commerce International (BCCI) (1990) · 

Barings Bank (1995) · 

Long-Term Capital Management (2000) · 

One.Tel (2001) · 

Enron (2001) · 

Adelphia (2002) · 

WorldCom (2002) · 

Tyco (2004) · 

Bayou Hedge Fund Group (2005) · 

Société Générale (2008) · 

Bear Stearns (2008)

One might argue that whilst a number of these have had consequences in terms of corporate regulation, few if any have had a major effects on the curriculum let alone the wider political economy 

On the other hand, it can perhaps work in a different way. Wendy Griswold (1983) describes how on the Jacobean London Stage, that which earlier drama had condemned as vicious –the  Devil’s techniques - was being offered as practical instruction for the ambitious young men who attended the theatres
. She describes this as a “remarkable cultural somersault” but it is perhaps also an interesting cautionary tale to those who confidently assert that the wider public mood will not change very much..

Which way will it go this time? Maybe there is a clue in the equivalent on-going debate about the professionalisation of management. A number of commentators have suggested that whilst management lacks any real sense or a professional code. Whilst it is difficult to dispute the generality of the of the objectives of, say, the Chartered Management Institute to encourage “First-class management and leadership driving up personal and corporate performance, national productivity and social well being.”, or even the well known Google code of conduct based on the imperative “don’t be evil”, they hardly amount to a general code of professional standards for management. Indeed as Khurana (2007) wryly observed it is the professors of management who have become professionalised rather than the managers themselves. J.C. Spender (2007) has little doubt as to the key historical event:

“History suggests we finally parted company with managers after the 1959 Ford and Carnegie reports, as we presumed rationality alone was the sufficient basis for understanding them and their doings. They helped us turn management education into a profession even as management itself has yet to become one “

What then can we conclude for the future of UK business schools in the twenty first century. First of course that the big debates will not go away the delicate experiment and maintaining a balance between academe and practice will remain but maybe the institutions themselves will remain quite robust. Indeed it might be unintentional irony that when Cruikshank actually published his book in 1987 it weighed in at 2.6 kg, with 300 pages and was 33cms by 25 cms: a rather monumental book despite the title.

Second we can expect many schools to continue to evolve and develop but along rather different directions, which reflect how far they see their role as primarily one of teaching or research and equally how far their emphasis is on organisational or scholarly impact. This poses two challenges for Deans of individual Business Schools. The Business Model as at HBS one hundred years ago revolves around the fact that in almost all cases the major source of revenue is in teaching. High quality research attracts those often regarded as high quality faculty and can have a reputational effect on the demand for teaching. Despite the emphasis often given by Deans and indeed their Vice-Chancellors to research reputation it is not clear how far this in fact goes towards sustaining the overall viability of a particular school. It is perhaps worth noting the important role that endowments played in the development of HBS. Which brings us to the other challenge: whilst the Economist’s speculation in 1971 has proved to be substantially wrong, it has become true that the consultancy business ( around £10 billion turnover per year in the UK and around 15 times that in the US ) dwarfs the Business School activity: around £1 billion in the UK. Capturing and then sustaining a viable share of the value added will continue to require flexibility and responsiveness to new demands.

Third and finally, we will have to address both collectively and individually the question of ethics and in particular the wider role of business in society: we clearly have been on this path for some time but there is further to go! 
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�	 In her own words: “The following investigation starts from a cultural puzzle: the rehabilitation of the Devil’ s techniques. Innovation, calculation, and the seizure of profitable opportunities presented by another person’s weakness had long been condemned by the Church as damnable and regarded by the English elite as contemptible. English drama from the medieval through the mid-Renaissance periods portrayed the prevalent theological and social disdain for entrepreneurs bent on the pursuit of money. But these very economic activities, the Devil’s techniques, became admirable on the Jacobean London stage.” (Griswold 1983: 668)
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