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Executive Summary

EXECUTIVE SUMMARY

Profound changes are taking place in the globahkss environment and they
are putting big pressures on business firms tota@asiness environment is becoming
more global and more complex, making managemeut fodoe handled as firms are no
longer protected by borders or able to easily takeantage of information asymmetries
around the world. In this context, there is a nEdmore sophisticated management,
for new ideas and for faster rates of innovatiam.slch a scenario, management
education achieves a crucial role to play in opting the way organizations are
managed, with the aim of ensuring the best posditel of growth and success
(Cornuel, 2005).

The reduction of the half-life of a worker's humeapital needs a continuous
updating of competences through a “short lead tinhedirning solution. This
phenomenon is particularly evident for some protesd profiles. The greatest effects
of technological and organizational change do ramup in the high-tech sectors, as
assumed by e.g. Neuman & Weiss (1995). It is thekers employed in the business,
banking and insurance sector who have the largaste son the technological and
organizational change indicator. Also the sectdaliptadministration and education has
a high score on the technological and organizationange index, due to the extensive
diffusion of information technology.

How can organizations enable complex, knowledgenssite processes to adapt
to change in their environment? Gibbons et al. 4) 29gue that knowledge is generated
in the context of application. It is trans-disanary and it is problem oriented in the
sense that it involves participants with differéarms of knowledge.

Through the lens of complexity science, it is pokesito investigate business
environment and firms as very complex social systd®anchez & Heene, 1996;
Sanchez, Heene & Thomas, 1996) of interconnectpabi#ties and resources and
lifelong learningandcompetence buildingan be analysed as self-organising processes
of such systems. Actually the efficacy with whidte tbusiness leader can acquire the
right competencies becomes the real key factorrideroto compete on the edge of
chaos.
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Generalizing the concept aatalysis(Roberts, 2000), we can say that each
transformation has to be catalyzed by an infornmasigstem, reducing the lead time of
learning, in order to face the emergence of conmpeteobsolescence that is mainly
referred to managerial competencies.

This implies the need to maximize both the knowéeggoductivity and the
learning productivity in building competences. Ome tone hand, the increase of
knowledge productivity calls for new forms of knadbe architectures, the way in
which a knowledge base is organized and managedh®ather hand, the increase of
learning productivity refers to learning strategasl approach that enable lead time
reduction.

Starting from the challenges of the actual compseenario, this research
focuses on the enhancement of the knowledge amdingaproductivity related to the
education in Business Management, through the amopf an Inter-disciplinary and
Integrative approach of the same matter.

The theoretical foundations of this work rely oe tieview of the state of the art
of the research about the evolution of managentemking during the last century, the
complexity approach as business world metaphor,thadrole of learning in facing
competence obsolescence.

The work started with a depth study of the probkmea and the description of
the scenario in which organizations have to compmiay. Supported by the common
patterns followed by some successful companiés einphasized the role of knowledge
and how management is changed in recent yearsnhgémivardcontinuous learnin@gs
a key strategy. As management education shoulthéihagement characteristics, a
literature searching about the traditional progrash81BA highlighted the mismatch
between traditional approach to education and tmeptexity that management has to
deal with.

Once defined the global environment and the limitdhe traditional approaches
to Management Education, key concepts from Comle&cience have been adopted
as analytical framework to be used in order to gitess more effective educational
approach. Actually, the adoption of some complekéy concepts aself-organization
holistic modelsand trans-disciplinarity is suitable to allow the reorganization of
management education in a more effective way. ¢hisce has been also corroborated
by the main guidelines coming fro@onstructivism TheoryVygotsky, 1978) and
Problem-based Learnin@Engel, 1991).
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The present work is organized in 7 chapters asviall

Chapter Ifocuses on thétroductionto the problem area, the main research’s
objective and the research questions.

Chapter 2contains aeview of literaturerelated to the research questions and a
conceptualization of the main construetghis study.

Chapter 3includes a description of theesearch methof the study; this
include the research design and the general roadofrthe work.

Chapter 4 refers to the lessons learned from thoemspanies’ histories that
should emphasize the need to rethink the appraantahagement education.

Chapter 5 focuses on the main developments in bssimnd management
Education, with a particular attention to Busin8sfiools and MBA programs in order
to highlight the main criticisms and limitations.

Chapter 6 presents the main contributions of tleearech and describes the
characteristics of a new approach to Business Managt Education, linking them to
the methodological premises of the work and teaaisceptual framework.

Chapter 7focuses on the overaltonclusionsthat can be drawn from the
research. Furthermore, the chapter includes liraradf the study and further research

within the area.
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Introduction

1. INTRODUCTION

1.1 Introduction To The Problem Area

The Research problem identification moves fromréwent developments of the
research about the role kfiowledgeandlearning in the actual complex scenario, and
the need to focus on these strategic assets im tvdgain and maintain competitive
advantage.

Organizations of 21st century are characterizedabyew orientation and
Management is increasingly founded on the abibtgape with constant change. As a
matter of fact, the actual economic and social agerns affected by a deep change in
economic and trade relationship. Some of the maweid of such change are (Romano
et al., 2003): the diffusion of Information and Gommication Technologies, the
globalization of the markets, the changing paterhemployment, and the rise of the
knowledge as a strategic and economic resourcehighefrequency with which radical
and dramatic innovations occur have created a ctitiwpeaccelerator, making time and
speed to become crucial factors in remaining coitivet This implied a rapid
transition from an industrial society into a knodde society (Baets, Van der Linden,
2003). The real need of an organization is to laelydGreenwood and Hinings, 1996)
to adapt to the complexity of technological, pobti and social changes of the
environment: as the complex and self-organizingléMiet al., 1998) environment
changes, the organization has to survive and taesac The more the world is
interconnected, the more knowledge become thekesalactor of survival, grasping the
opportunities of information technology (Coleman, 1999).

Facing the continuous changes of the actual saenamjanizations are deeply
affected by several theories and Lundvall and Jomi§$994) defined the same context
as a ‘Learning Economy’. According to the same arghpeople can be considered as
the natural resource and capital asset of the @atons and the most important source
of sustainable competitive advantage. The Lear&icgnomy is an economy where the
ability to learn is crucial for the economic sued individuals, firms, regions and
national economies (Lundvall & Johnson, 1994; Luaigv1996). The power of
knowledge relies in his strong relationship witroguctivity; knowledge applied to

knowledge is innovation (Drucker, 1993).
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The metaphor ‘knowledge society’ emphasises thahowedge and
‘knowledge production’ play radically new and inasengly dominant roles in society
(Lundvall and Johnson, 1994). Castells (1996), semslutionary character of
knowledge society to consist not in the centrabfy knowledge itself but in ‘the
application of knowledge and information to knowjed generation and
information/processing/communication devices, cumulative feedback loop between
innovation and the uses of innovation. One wayndenstand how firms and clusters
interact with external sources of new knowledgehieir environments is through the
lens of complexity theory (Allen, 2001; Arthur dt,2001). Actually the efficacy with
which business leader can acquire the right compite becomes the real key factor in
order to compete on the edge of chaos.

With the emergence of knowledge as the main ketpfao gaining competitive
advantage it becomes necessary to be able todedrone of the main consequences of
the knowledge revolution currently unfolding is tt@ntinuous decrease of the half-life
of any employee’s base of expertise that is ofteawayears rather than a few decades.

This phenomenon is well knows asmpetence obsolescenaerd it is mainly
referred to managerial competenci@hsolescence of human capitalstrictly related
to one of the most important challenge the actwanemies face: to realize the
transformation towards lenowledge-based socieby means ofifelong learningthat is
considered as a potential remedy to the humanatagisolescencdHuman resources
cover a central role in the knowledge economy tastthe human capital embodied in
both high-tech capital goods and the working paaras the major determinant of the
performance of organizations and whole economiesGbp, 2006).

The worker skills may be deteriorated by the upmgaf the skill level and the
shifts in the type of skills demanded. This phenoome refers to the notion of thelf-
life of a worker's human capital, that can be descrémetthe time after completion of
professional training when, because of new devetoys) practicing professionals have
become roughly half as competent as they were gpatuation to meet the demands of
their profession” (Dubin, 1972). Workers employed the business, banking and
insurance, and education sector and general maabkgeofiles, more than technical
ones, are rapidly affected by competence obsolesg@dteuman & Weiss, 1995).

De Grip (2006) refers to two different kinds of olescence of human capital:

technical and economic obsolescence of human tapita

10
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Technical obsolescence of human capital affectskills of a worker and refers
to the wear of skills due to the natural aging pss; or to the atrophy of skills due to

unemployment and career interruptions.
Economic obsolescence of human capital affectvdhee of the human capital

of workers and is caused by changes in the jobark wnvironment. These changes in
job content are usually related to technological arganizational change.

It is obvious that greying knowledge economies hewdace both kinds of
obsolescence of human capital. This addressesetid for lifelong learning in order to

maintain the employability of the working populatim the western economies.

Worker's _.----—== . 2 Skills
skills .~& ¢ needed

\‘(lll}fml Técjnmlu gycal

/ Skills utilized \—— —
‘. T

Figure 1.1: The effects on the mismatch between lited and needed skills. Source: adapted form
Allen, De Grip, 2007.

In such a complex environment, in which individuafsl organizations have to
survive and self-organize themselves on the bdsibeoexternal conditions, it seems
that the actual offer of Management Education naéinthe traditional view of the
world. The emergence of competence obsolescentsfoaithe maximization of both
knowledge productivity and learning productivitybnilding competences. On the one
hand, the increase of knowledge productivity cdtls new forms of knowledge
architectures, the way in which a knowledge baserganized and managed. On the
other hand, the increase of learning productivityers to learning strategies and

approach that enable lead time reduction.

11
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1.2 Purpose Of The Study

Starting from the challenges of the actual compseenario, this research
focuses on the enhancement of the knowledge amdingaproductivity related to the
education in Business Management, through the amopf an Inter-disciplinary and
Integrative approach of the same matter.

In such a complex environment, in which individuafed organizations have to
survive and self-organize themselves on the bdsilseoexternal conditions, we argue
that the actual approach to Management Educationtaima the traditional view of the
world.

The achievement of the presented objective has dpgided by the identification
of the manager’s educational needs and by the aatuof main criticism about the
traditional management education offer.

In order to identify the manager’s educational seed descriptive case study
(Yin, 1994) based on histories has been condudtedving three examples of
organizations that had the ability to survive angtcged in the present complex
environment. On the other hand, the definitionrad traditional offer of Management
Education has been gathered through a literatueecisieg (Bell, 1999), with a
particular focus on the mismatch between the desighe major MBA programs and
the real managers’ educational needs. The mainceswf information adopted are
books, journals and Internet sources.

The common patterns emerging from the three hestagind the main criticism
emerging from the recent development in Businesd Btanagement Education
highlighted the characteristics of an Interdisciply Approach to Business
Management Education that should be suitable ta@dneplexity that management has
to deal with. The design of such an approach hagulsed by the adoption of some
adoption of some complexity key concepts,sa#f-organization trans-disciplinarity
and holistic perspectivethat would allow to reorganize management edoagain a
more effective way, by suggesting a new form ofvdealge architectures, and learning

strategies that enable lead time reduction.

12
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2. THEORETICAL BACKGROUND

2.1 Introduction

The theoretical foundations of this work rely oe tieview of the state of the art
of the research about the evolution of managenteaizomplexity approach as business
world metaphor, and the role of learning in facoognpetence obsolescence.

The first paragraph refers to the changing scenarnd the evolution of
management in the last century, with a particutenéion to the way in which societal,
technological, geographical and economic chandgkseimced management thinking.

The second paragraph focuses on the main thedrdbicedation about
Complexity approach, on the debate about the anlopti complexity as a metaphor for
managerial mindset and the application of concepising from complexity theory to
organisational settings.

The third paragraph refers to the role of learramgl knowledge in the actual
complex scenario, with a particular focus on corape¢ obsolescence as the main
threat of the Knowledge Society (Lundvall and Jaimsl994). The conclusion of this

part of the chapter focus on the main implicatiflxdManagement Education.

13
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AREA

KEY CONTRIBUTIONS

Evolution of Management Thinking

Stages of Societal EvolutigBanathy, 1996)
Scientific Management(Smith, 1776; Taylor
1911; Weber, 1947; Mayo, 1933).

Operations Resear¢handler, 1962; Lawrenc
and Lorsch, 1969)

Paradigm shifts between XX and XXI cent
organizations and drivers of changBarney,
1991; Nonaka and Tacheuky, 1995; Praha

and Doz, 1987; Castells, 1996; Dunning 1997).

Complexity Approach

Complexity Theory (Prigogine and Stengers
1987, Waldrop, 1992; Jacobson and Wilens
2006)

Chaos theoryRrigogine and Stengers, 1984)
Complex Adaptive Systems (CAS|Stacey,
1996)

Transdisciplinary(Sommerer and Mignonneal
2002)
Coevolution and self-organising behavid
(Cilliers, 1998; McKelvey, 1999)

ad

ky,

ur

Complexity as a Business World metaphor

(Lewin and Koza, 2001; Allen, 2001; Arthur

et

al., 2001; Chen, 1997; McKelvey, 1997, 1999;

Anderson, 1999; Clippinger (1999a)

Knowledge and Learning Issues

The role of knowledge and learning in the act
scenario (McElroy, 2000; Lundvall & Johnsg
1994)

Learning Organization (Senge, 1993; Garyi

1993)

ual

Obsolescence of human capital (Neuman fand

Weiss, 1995; Van Loo et al., 2001; McDowell,

1982; Bartel & Sicherman, 1993)

Lifelong Learning (Bartel & Sicherman, 1993;

Kokosalakis and Kogan, 2001)

Table 2.1: Research Areas and Main Contributions

1

4
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2.2 Changing Scenario and Management Evolution

Since the advent of the so called “global era’uanber of elements related to
society and business have evolved and changedsithigtion has generated several
opportunities and risks for individuals and orgatins.

The old 28" century scenario has been replaced by an emengiagket
characterized by uncertainty, rapid technologicadovation, several global players,
growing competition, constant and unpredictablengfe, increasingly rapid, pervasive,
and nonlinear. Due to the complexity of the pdditiand technological changes,
organizations need to promptly adapt to the enwremt in which they operate
(Greenwood and Hinings, 1996). The increasing aatenection of people across the
globe is helping to accelerate change, as divers® wgustomer demands are
communicated faster and innovative organizationesponses are enabled by
collaboration through information technology (ColamJr., 1999).

According to Eisenhardt and Martin (2000) the sigat challenge in such a
scenario is to build and maintain a competitive aadage, starting from the
consideration that the duration of that advantagmherently unpredictable, and time
has become a crucial aspect of strategy. As a nwtfact, technological innovation is
experiencing an unprecedented acceleration, ansuower expectations shift and raise
accordingly. A direct consequence of this accel@mabf technological innovation
refers to the reduction of products life cyclesdam the rapid depreciation of
knowledge as the products in which is embeddeds Téileading to the need to
accelerate the renewal and to increase the eféawas of organization’s competences.

As accelerating speed of change shapes the worltusihess, the ability of
adaptation becomes crucial for the survival, betdakknowledgment of the increasing
impact of knowledge as a primary driver of econogrimwth still needs to be addressed
by many organizations” (Van den Berg et al, 2003).

According to Lundvall and Johnson (1994) the céntodée of learning and
knowledge was established by three main phenomenared in the second half of the

last century:

15
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a. the development of ICT (Information and Communmati Technologies)
allowed the empowerment of the information managegmenabling the easy
creation of interactive information networks.

b. the introduction of a flexible specialization encaged the communication and
cooperation among workers, facilitating the orgatianal capability to adapt
rapidly and at low costs to changes in demand andhifts in the general
business environment.

c. the process of innovation, became a necessityh®rorganizations survival,

implied the enhancement of continuous learning.

Knowledge has emerged as the creator of wealtltodayts global economy:
knowledge applied to work is productivity; knowledgpplied to knowledge is
innovation (Drucker, 1993). Particularly with thecreasing customer demands for
innovation, the “management” of knowledge throughalding organization design and
controls promotes self-organizing behavior in basses. Accumulating knowledge is
applied to the marketplace by some self-organizemirepreneurial companies in the
process of adaptation to change (Miles et al., 1998

The evaluation, acquisition, integration and wdtiisn of new outside knowledge
characterises a firm’s absorptive capacity (Cohah lzevinthal, 1990). The higher the
absorptive capacity, the more proactive the firmg ¢he more likely it will be to use
exploration to pursue opportunities present iitgironment (Lindsay, 2005).

Concepts like knowledge production and acquisiticemd intellectual
contributions calls for the consideration of theldi of management research, and to

issues relating to its current status.

2.2.1 Societal Evolution and Business Metaphors

Over the years, business world has been influebhgethetaphors in order to
explain and analyze the behaviour, the strategmeisthe processes of organizations.
Solomon (1999) analyzed common metaphorsjuhgle metaphor is one of the most
pervasive one that brings into business the clals§larwinian view of the survival,

where the rule is kill or be killed. But this mekayp is grounded on fundamentally

16
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wrong scientific premises, as it totally ignore thalutionary systems theofilitchell
and Newman, 2002) and how cooperation is an esdlgrdtrategy in nature.

Another famous metaphor comes from thechanistic thinking(Kofman and
Senge, 1993) and relies on the idea of businesa asoney-making machine”;
According to Jackson (1991), such a perspectiveiaesl all kinds of decision in a
relation between causes and effects. With introdoodf information technology the
machine metaphor has been improved through theegsotg capacity of computers and
tools.

Banathy (1996) provided a historical view of thelewion and society, that is
represented in the figure below; in this evolutisechnological innovation can be
considered as one of the motors of change, movorg fechnologies that allow people
to survive and satisfy the basic human needs tintdogies that expand physical and

cognitive capacities (Laszlo, 2001).

STAGE eI o Communication : Local_ Technology Domln_ant
change dimension Paradigm

Hunting 500.000 S Wandering Survival  Magic-myth

. peech . :

Gathering years tribes technology paradigm

Agricultural 10 thousand Writi Communities Fabricating Philosophic

. riting . :

Society years city-states  technology al paradigm
Indu_strlal 5 hundred Print Nation states Machine SClent_lflc
Society years technology paradigm
IFr)1?jsut;trial 50 vears Electronic Regional/Glob Intellectual  Systems
Society y Communication  al Societies technology paradigm

Table 2.2: Stages of Societal Evolution (Source: apted from Laszlo, 2001)

The Table above illustrates the acceleration in rdte of change, the trend
toward global integration, and the emergence obttstems paradigm.

Hunting Gathering stage was characterized by a ohtehange of about half
million years, speech communication, shrunk logaieshsion, survival technology; in

this stage the dominant paradigm wegic-myth

17
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Agricultural Society stage was characterized byte of change of about ten
thousand years, writing communication, local dimemsreferred to city/states,
fabricating technology; in this stage the dominaanrtadigm was thhilosophicone.

Industrial Society stage was characterized by a adtchange of about five
hundreds years, print communication, local dimemseferred to nation/states, machine
technology; in this stage the dominant paradigm thaScientificone.

Post-Industrial Society stage was characterized tate of change of about fifty
years, electronic communication, local dimensioferred to regional and global
society, intellectuall technology; in this stage tthominant paradigm was tl8ystem
one.

Each stage can be considered as a period ofveelsttbility; the transitions, or
bifurcation points (Laszlo, 2001), from one stag@mnother are periods characterized by
a certain chaos in which the changes in the enmsamn imply an evolution process.

With a particular focus on the XX Century, diffeteimportant shifts in
managerial mindset can be identified between eantylate part of the same century.

Early XX Century was characterized by Scientificidgement that is based on
a rigorous application of techniques of observatamd measurement and on the
assumption that the business environment is liapdrpredictable. The main economics
theories of this stage span from thwvisible hand (Smith, 1776) to the Classic
Organization Theory (Taylor, 1911; Weber, 1947) addoclassical Organization
Theory (Mayo, 1933). Scientific management is atdmracterized by a strongly
hierarchical organization, with a huge division apkcialization of work. Manager
tasks focuses on the achievement of efficiencyquiin the reduction of fixed costs
through reduction of time and a high degree of isfieation of work.; as a
consequence the strategic assets in this viewagieatand work.

Late XX Century was characterized by OperationseBeh by a new role of
management based on rational principles: decisieary, financial analysis, operations
research, planning. This type of perspective isnflmd on the assumption that the
environment is characterized by a growing speedheange, introduction of computer
functionalities, focus on customer, reduction off-hte of product design. The main
economics theories of this stage span from Chasdtesible hand (1962) according to
which “once a managerial hierarchy does its jobbécomes its own source of
permanence, power, and continued growth” to theti@gency Theory (Lawrence and

Lorsch, 1969) in which environmental conditions aegarded as a direct cause of

18
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variation in organizational forms. Operations Redeais also characterized by a
Multiunit, multidivisional organization that act® ia rational, sequential and linear
manner to adapt to changes of the environmenudh a view, the role of management
is based on rational principles: decision theoiryaricial analysis, operations research,
planning. The task of manager focuses on optimatisa, facing the complexity of the
environment with strong simplifying hypothesis. &g, focus is still on Capital and
Organization.

The following table summarized the main differenbesveen early and late XX
Century in terms of environment, economics theori@ganization, management,

managers tasks and focus.

Early XX Century: Late XX Century:
SCIENTIFIC MANAGEMENT  OPERATIONS RESEARCH

Environment Linear and predictable Growing speed in change.
Economic Frominvisible handto Classic  From Chandler’'visible hand
. Neoclassical Organization to the Contingency Theory.

Theories
Theory.

Organization Hierarchical Multiunit, multidivisional

Management Rigorous application ofdecision theory, financial
techniques of observation andnalysis, planning
measurement

Manager Tasks Efficiency meant as reduction of Optimal solution starting from
fixed costs. strong simplifying hypothesis.

Focus Capital and Work Capital and Organization

Table 2.3: Shifts in Managerial Mindset in XX Centuy

2.2.2 Changes and paradigm shifts between XX and XXentury organisations

Passage between the two centuries was stronglgtedfdy a deep change that
can be highlighted by the identification of techowtal, geographical and economic
drivers.

From atechnologicalpoint of view, the main drivers of change are: lthgher

diffusion and convergence of technology (Kobrin9Zp and the increase of knowledge
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intensity (Barney, 1991; Nonaka and Tacheuky, 199bgchnology promotes
flexibility, allowing people to work from anywher@ot confined to a physical space
(Baets and Van der Linden, 2003) so it is stricdlated to the geographical aspect of
change.

Actually, the mairgeographicaldrivers are:

* Increasing social and cultural interconnection,neoic, financial and market

integration (Bartlett and Ghoshal, 1989; Prahaladi 20z, 1987)

* Internationalization, Transnationalization, Glohation (Castells, 1996).

* The decentralization and the rising of new GeogrgphAreas at the centre of

the market (Sudgen, R., Wilson, J.R., 2001).

According to Dunning (1997) the maiaconomicdrivers are: the increasing
complexity and specialization of economic activitge growing interdependence of
intermediate market product, the acceleration albWwy information/innovation driven
economy, the widening territorial firms’ boundaridbe increasing significance of
created assets in the value-adding process, thiveswent of new institutions and
organizational forms, and finally the re-evaluatioh organizational cultures and
behavioural norms.

As we are in the stage of a sustainable socieggrizations have to be ready to
change their strategies and to implement new pseseand structures, but these actions
require capable people that understand the chalteragd that recognize the new
scientific paradigm (Laszlo, 2001).

The 21st Century is challenging traditional orgatianal models and
assumptions on people and work itself. The knowdeolgsed economy calls for a
renewed focus on human capital that should be derei as an asset. As a
consequence, those organizations need to retheik desumptions about people, their
work, the role of technology, the locus of leadgrstand even the goals of
organizations. In particular, Kochan et al. (208@ygest that the passage between the
two centuries implies a different assumptions abpebple, work, technology,
leadership and goal.

People cannot be considered as a cost to be meahitord controlled but now
represent an important asset that should be vadmelddeveloped in order to create
value for the organization.

Work of the same people becomes a collaborativearkt of self-coordinated

teams, rather than a sequence of standardizednadsindividual tasks.
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Technology is not designed in isolation to minimlagman error and control
work, but it is becomes integrated with the sodiatension in order to enhance people
and work productivity and to enable knowledge-basetk.

Leadership is no more a reserved to the executinddechnical experts, but it is
a distributed capability that involves multiple p&® and groups at all levels in the
organization;

Goal of the organizations now reflects the neecteéate different forms of value
for several stakeholder and it is no more focusdg on the generation of returns for

shareholders.

Fortunately, accompanying the changes of the basinenvironment and
management thinking is an interesting frameworkvkmas Complex Adaptive Systems
(CAS) or Self-Organizing Systems, that abstracts Hasic principles governing
complex physical and biological systems and may adoepted to all forms of

organizations (Clippinger Ill, 1999).

2.3 Complexity: a Theory or a Framework?

The new sciences, also known as the sciences gbleaity, offer new insights
that support the idea of an interconnected, cotkbae, participatory, and creative
universe (Goerner, 1994). New metaphors and poweriages are being born as this
new scientific understanding spreads, as the inttah of the idea of business
ecosystems (Moore, 1997) based on a new type opecatve and competitive
relationships that take place in today’s businesgdy

Jacobson and Wilensky (2006) use the term “framkfvas it does not appear
that there is a general “theory of complex systeras”this time. Rather, the
multidisciplinary fields that study various type$ complex systems use a set of
conceptual perspectives or principles (e.g., nudtes hierarchical organization,
emergent patterning, dynamical attractors, scae-fretworks) and methods of doing
science that function as a shared framework fordikeourse and representations used
in the conduct of scientific inquiry.

Nowadays several definitions of “Complexity” aldyaexist. Rather than a
science or a theory, complexity deals with a ddferapproach studying natural and
social phenomena , that implies a change in thatioel between philosophy and
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science. “Complexity” represents an attempt terjprtet regularities that derive from
the observation of natural and social phenomenasho@s that an order can emerge
from apparently chaotic systems.

In general the main discussion is about “compiestesns”, in order to underline
the interaction among components and the emergaingeperties that are not visible
through the observation of the single componentserd is anholistic perspective
according to which the whole system is more thaghm of the parts and only the
analysis of the interactions among them allowskin@vledge of the phenomenon as a
whole.

Furthermore the system interacts with the enviremimthe system reacts to
external stimuli by changing and adapting through-@rganization. This systems,
called adaptive, can evolve between order and ¢chaoan intermediate zone called
edge of chaos. Self-organization is possible onlyha edge of chaos: the “order”
crystallizes the system and “chaos” makes impaossiahy organization, both
spontaneous and induced (Frederick, 1998).

Chaos theory (Prigogine and Stengers, 1984), on¢hefkey concepts of
Complexity Science, describes a phenomenon cdtledutterfly effectin bifurcation
points, the turbulent conditions in a complex dymasystem allow that small changes

lead to an overall transformation of the systemPAgogine argued:

“Our hope arises from the knowledge that even sitoaliuations may grow and
change the overall structure. As a result, indiabwactivity is not doomed to

insignificancé

The study of complexity runs somewhat contraryh® normal or reductionism
approach followed in physics, chemistry, biologgdaconomics. The central tenet of
reductionist viewpoint is that if one understantds tlementary building blocks or
subparts, it become possible to formulate problams infer consequences marching
upward in scales. However, it is clear that thigrapch, although successful in the past,
presents some limits.

Complexity theory was first pioneered in the studyphysical systems (e.g.
Prigogine and Stengers, 1987), and Waldorp (198@¥ Ireported the application of
complexity theory to economic systems.

Pryor (1995) and Stodder (1995) emphasized a tstalc view-point on
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complexity, meaning that there are lots of compdéda interrelationships and
institutional structures within the economy.

Referring to researchers at the Santa Fe Institditechell Waldrop (1992)
declares “they believe that their common theorkticamework is allowing them to
understand the spontaneous, self-organizing dyrsafithe world in a way that no one
ever has before, with the potential for immenseaotpn the conduct of economics,
business, and even politics”.

The field of complexity is considerefransdisciplinary as it cuts across all
traditional disciplines of science, as well as thad engineering, management, and
medicine. It focuses on certain questions aboutspawrholes and relationships
(Sommerer and Mignonneau, 2002). These questiomsredevant to all traditional
fields.

Nicolis and Prigogine (1989) argued that “it ismnoatural to speak of complex
behaviour rather than complex systems. The studyofi behaviour will reveal certain
common characteristics among different classeysiems and will allow us to arrive at
a proper understanding of complexity”. Complex wetar refers to the behaviour that
arises from the interplay of the characteristicpranciples ofcomplex systems

Actually, Complexity Sciences are often referredas the study of complex
adaptive systemAS (Stacey, 1996), within which much of the work @mplexity
is situated (Anderson, 1999; Frederick, 1998; Ma¥Ir2000). Coevolution angelf-
organising behaviourare important characteristics of complex adaptsystems
(McKelvey, 1999).

The modern study of complex systems focuses ae thifferent directions: (1)
studying how interactions give rise to patterndefiaviour; (2) understanding the ways
to describe complex systems; and (3) studying tloegss of formation of complex
systems through pattern formation and evolutiorr{Bam, 2000).

A discussion about complex systems has to stat Wie definition and a
distinction: what is complex and how does it diffesm the merely complicated? In
complicated systems, parts have to work in unisoaccomplish a function. The stock
market, a termite colony, cities, or the humanrberie complex. The number of parts,
e.g., the number of termites in a colony, is netdhtical issue. The key characteristic is
adaptability. The systems respond to external ¢mmdi. A food source is obstructed,
and an ant colony finds a way to go around theabh@ a few species become extinct

and ecosystems adapt (Ottino, 2003).
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A complex system is a system with a large numbeelements capable of
interacting with one another and with their enviremt. The interaction between
elements may occur only with immediate neighboursvith distant ones; the agents
can be all identical or different; they may movespace or occupy fixed positions, and
can be in one state or multiple states (Ottino,3200he common characteristic of all
complex systems is that they display organizatiathaut any external organizing
principle being applied. In the most elaborate exas) the agents can learn from past
history and modify their states accordingly. Compdgstems cannot be understood by
studying parts in isolation. The very essence @& ¢$lystem lies in the interaction
between parts and the overall behaviour that ersdrgen the interactions. The system
must be analyzed asndnole

Common to all studies on complexity are systemth vmultiple elements
adapting or reacting to the pattern these elemmette (Arthur, 1999). Although there
Is no exact definition of what a complex systemthgre is now an understanding that,
when a set of evolving autonomous particles or @gerieract, the resulting global
system displays emergent collective properties|utom and critical behavior having
universal characteristics. These agents or pastioclay be complex molecules, cells,
living organisms, animal groups human societiesdugtrial firms, competing
technologies, etc. All of them are aggregates oftenaenergy and information that
display the following characteristics (Sommerer &ignonneau, 2002). They:

* learn, adapt and organize

* mutate and evolve

* increase in diversity

e react to their neighbours and to external control
» explore their options.

Elements and the patterns they respond vary froencontext to another; as the
elements react, the aggregate changes; as thegatgehanges, elements react anew.
Arthur (1999) argues that complex systems are syst® process that constantly
evolve and unfold over time.

Cilliers (1998) argues thatelf-organisationis a property of complex systems
which enables them to develop or change internaicire spontaneously and
adaptively in order to cope with their environme8imilarly, the structure of a self-
organising system is continuously transformed tghotlne interaction of contingent and

external and internal factors in a process of xéfeecoevolutionary adaptation.
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External pressures for change promote macro-cagwenlof the system with its
environment, while internal structural changes octtuough micro-coevolutionary
adaptations within the system (McKelvey, 1997). @tar adaptive systems move
between stability and change by combining and réxdoimg both path dependent and
path creation processes (Baum and Korn, 1999). Gomgaptive systems not only
organize their structure through coevolutionaryngfeaand self-organisation, but have a
tendency to do so in an optimal way (Cilliers, 1998his arises from the concept of
self-organised criticality (Bak and Chen, 1991) end) “the system tunes itself towards
optimal sensitivity to external inputs” (Cillier$998).

2.3.1 Complexity as a Business World Metaphor

Complexity theory is encompassed within the widerdy of the complexity
sciences, but it has relatively recently been appio the study of organisations (Lewin
and Koza, 2001); many authors have applied conaaptsng from complexity theory
asself-organisatiorandcoevolutionto organisational settings (e.g. Allen, 2001; Arth
et al., 2001; Chen, 1997; McKelvey, 1997, 1999).

The paradox of organizations (Anderson, 1999)hiat the achievement of
efficiency often tends to undermine adaptabilityparticular, the more the organization
is fragmented in the division of labour the moreistdifficult to understand the
organization as a whole.

On the other hand, the application of complexigary in organizational studies
provides conceptual tools and features that areitapt in the study of organizational
development and change (Anderson, 1999; Fredeti@88). In organization science,
complexity theory is concerned with explaining #wirces of, and interplay between,
stability and change (Stacey, 2001), or order drabs (Kauffman, 1993). Complexity
theory thus helps in understanding the dynamicghainge and the emergence and
development of industries, or groups of firms. Mbkeg (1999) suggests that it is
particularly useful in situations where externahwge is greater than internal change,
such as in rapidly changing environments.

Kauffman (1995) argues that all complex adaptiystesns evolve to a point
called ‘the edge of chaos’. The edge of chaos isrevla system reaches a state of

dynamic equilibrium, between order and chaos, abikty and change. It is where
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innovation and creativity are at their optimum (Broand Eisenhardt, 1998), and where
systems outperform those systems not driven tedige of chaos (Kauffman, 1995).

Drawing particularly on Kauffmann (1993), McKelv€$999) has described
how organisations evolve to the edge of chaos giroa coevolutionary reflexive
process, such that adaptation occurs in the org@gmmsand its environment (Lewin and
Volberda, 1999). McKelvey (1999) also notes thaileng beyond the edge of chaos to
a situation of too much complexity can limit theaptive success of a coevolutionary
system, leading, in an organisational setting,nurdshed competitive advantage.

Clippinger (1999a) argued that the CAS approacMémagement provides a
broad set of concepts, methods and measure anénera its perspective is less
reductive than the classical view. Furthermoresinggested reliable indicators of order
and disorder to help managers map ouffithess landscapef their organizations and
develop CAS-based strategies for competing andiangvunder highly complex and
volatile conditions.

Coming back to the managerial mindset, complexitgtaphors can be
represented through the dimensions seen in theiopieparagraph: environment,
theories, organization, management, manager taskoans.

According to the Complexity metaphor, the orgatizes’ environment is not
linear, unpredictable, close to the complexity b tnatural environment. It is
characterized by deregulation, conflicting constisi variables that shift rapidly, and
value chain relationships that change time to tinkindamental theoretical
contributions for this stage are the System Thepi@mplexity theory and Biology
Metaphor (Volberda, 1998; Kauffman, 1995; Andersb®99a). According to System
Theory (Kast and Rosenzweig, 1972) the componerlitsaro organization are
interrelated, organizations are viewed as operesystontinuously interacting with the
environment and they are in a dynamic equilibritsriheey adapt to external changes.

The type of organization that is more suitablectomplex metaphor is flat,
networked; flexible, horizontally integrated, arfthcacterized by distributed leadership;
it is Learning organization (Senge P., 1996), curdlly enhancing their capacity to
create. Management relies on improvisation, co iadi@p, experimentation,
regeneration and it is summarized by Eisenhard®&L%s “Leading at thedge of
chao$. For this reason the manager tasks become adaptaurvival, change, as
survival and competitive advantage depend on tleedpvith which tacit knowledge

embodied in the flows and interactions of the gmise is made explicit, tagged,
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aggregated, and recombined into emergent modeigpi@der, 1999a). The focus is no
more on Capital but on Knowledge, human capital@rdinuous learning.

COMPLEXITY METAPHOR

Environment Not linear, unpredictable.

Fundamental System Theory; Complexity theory and Biology Metaph
Theories

Organization Flat, networked,; flexible; horizontally integrated.

Management Leading at the "edge of chaos”

Manager Tasks | Adaptation, survival, change.

Focus Knowledge, human capital and continuous learning

Table 2.4; Managerial Mindset coming from Complexiy Metaphor

As stated before, complex systems are evolvingesystand a living organism is
capable of self maintenance, self-renewal, and-tseiscendence (Capra, 1996).
Evolution is a process of self-organization intghar levels of functional and structural
complexity (Laszlo, 1996). The new evolutionarygstaould be labelled “sustainable
society” (Laszlo, 2001) and humans have becomegiateand conscious agents of
evolution.

According to Mcintosh et al. (1998) a company thets like a living organism
will naturally be aearning organizationwhich absorbs and reacts to information in an
evolutionary manner. Companies that are concei¥eas anachines, rather than living
organisms, are unlikely to be aware of externdtshnd relationships.

2.4 Knowledge and Learning Issues

Even if in different way, knowledge has always beelevant for the good
performance of business; actually, the kind of va¢ knowledge to develop and

maintain competitive advantage has changed oveg (ibazslo, 2001). Until 1950s
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when scientific management was dominant, successtuhpanies focused on
improving their internal processes in order to girciency.

With the increase in competition and expansion lg £conomy made it
necessary to focus on the market, the industryctimsumers in order to learn more
about the environment. In this perspective, thetrdmute of Porter (1980) about
competitive had a great impact in the 80’s. Anywhig view reflects a reductionism
and mechanistic scientific paradigm that is podthyn the business metaphors of the
jungle and machine.

The machine metaphor applied to an organizatiors sha¢ consider its human
character and reduces it as a static system. Asaations are human activity systems
that reflect the purposes, values, expectationseamations of the people that comprise
them, a more appropriate metaphor for the orgapizas a living organism, that makes
explicit the dynamic complexity of organizationid¢|(Lazslo, 2001).

The organizations of the 21st century, the emergwvgutionary corporations,
call for Business knowledge (Laszlo, 2001), thampdses an understanding of the
organizational environment and draws insight fréva $ciences of complexity in order
to implement strategy for innovative value creatitm the era of CAS management
(Clippinger, 1999a), survival and competitive fésedepend on the speed with which
knowledge embodied in the flows and interactionshef organization is made explicit
and recombined into emergent models.

The central role of knowledge in contemporary managnt is widely discussed
in the well-known field of knowledge management andparticular in the two
generations (McElroy, 2000) of KM. First generatifmtused on knowledgsharing
with the aim to transfer and distribute existinggamizational knowledge, usually
through technology; the second generation focusedrnmwledgecreation — how to
satisfy organizational needs for new knowledgealiguhrough processes tdarning
Following the second generation of KM, learning Heecome the main sources of
sustainable competitive advantage (Senge, 1993)ording to the same author, the
process that creates value in the business woldgdiiging througttollaboration that is
organizational learning Knowledge and innovation are the results of taltative
processes that create the conditions for creatauity synergy. This is the vision of a

learning organizationwhich, in words of Peter Senge (1993), is a plakere:
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“people continually expand their capacity to credbe results they truly desire,
where new and expansive patterns of thinking areuned, where collective aspiration

is set free, and where people are continually leagrmow to learn together “

Few years later Garvin (1993) defined the learnmrganization as dn
organization skilled at creating, acquiring, andamsferring knowledge, and at

modifying its behaviour to reflect new knowledgd asights.

Others definitions of learning organizations maydaghered in literature:ah
entity learns if, through its processing of infoitioa, the range of its potential
behaviours is changéd(Huber, G. P., 1991) or Organizational learning occurs
through shared insights, knowledge, and mental tsodand builds on past knowledge
and experience(Stata, 1989)

According to Lundvall & Johnson, (1994) the maimgsen why learning has
become more important is the relations betweenriiegrand Change. Rapid Change
implies a need for Rapid Learning, and those ine@lin rapid learning impose change
on the environment and on other people. In the hiegrEconomy, innovations and
their time-to-markewill be more and more critical as knowledge deptes as quickly
as the products in which is embedded. This is tepdo the need to accelerate the
renewal and to increase the effectiveness of iddalis and organization’s

competences and learning processes.

2.4.1 Competence Obsolescence and Lifelong Learning

One of the main consequences of the knowledge ugonlcurrently unfolding,
is the continuous decrease of the half-life of amyployee’s base of expertise; this
phenomenon is well knows a®mpetence obsolescenard it is mainly referred to
managerial competencies.

Human capital is an important input factor in reska& development, which is
in particular emphasized by endogenous growth th@og. Romer, 1990). High-skilled
workers are of crucial importance for the diffusiohnew technologies in the various

sectors of the economy (Bartel and Lichtenberg,71.98
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Economic theory particularly focuses on the cauddbe upgrading process in
the labour market in the ‘trade versus technolatppbate.

Whereas e.g. Wood (1994) states that internatigpetialisation is the driving
force behind the increasing skill intensity of gx@nomies in the Western world, many
other authors see technological developments angbaiicular the diffusion of
information technology as the main determinanth& increasing skill intensity (e.qg.
Autor, Katz & Krueger, 1998 and Machin and Van Reernl998). Green et al. (2000)
find that in particular problem-solving skills, camnication and social skills and
computing skills are becoming increasingly impottanrmany jobs, whereas the market
price of manual skills declines. These shifts ia $kills demanded in many jobs can be
related to the organizational changes that accoyngendiffusion of ICT.

Both the upgrading of the skill level and shiftsthe type of skills demanded
may deteriorate the skills workers acquired inphast. This refers to the notion of the
half-life of a worker's human capital described as “the tiafeer completion of
professional training when, because of new devetoys) practicing professionals have
become roughly half as competent as they were gpamtuation to meet the demands of
their profession” (Dubin, 1972).

Several studies indicate that all kinds of humaapital obsolescence
distinguished occur in practice. It may occur daetdchnological or organisational
innovations that change the skills demanded fartiqular kind of jobs.

Obsolescence of human capital might, however, bmtler the productivity of
the working population (e.g. Neuman and Weiss, 198bhd the labour market
participation of workers with obsolete skills (ean Loo et al.,, 2001). It could
therefore cause a slow down of productivity atftima level as well as the macro level.

In particular Neuman & Weiss (1995) found that jatarly high-skilled
workers who are employed in high-tech sectors mdfeisfrom the obsolescence of
their human capital, as indicated by the effecexjperience on workers’ wages. The
results of their analysis confirm this expectatimulicating that the returns to education
depreciate faster in high-tech sectors of industry.

McDowell (1982) measured the rate of human capteolescence for seven
academic disciplines by the age profile, and fotimat knowledge in physics and
chemistry becomes more rapidly obsolete than indmities.

Bartel & Sicherman (1993) showed that it is unexgeédechnology shocks that
induce skill obsolescence among older workers, oredsin terms of a higher
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probability of retirement. On the other hand, a encontinuous flow of gradual changes
in the skills demanded due to technological devalequis stimulates workers to invest
more in additional training, which reduces the riklat their human capital becomes
obsolete.

Aubert, Caroli & Roger (2004) found that the diffus of information
technology (IT) and the related organizational gemnare a major cause of skill
obsolescence, which they measure in the employnméiotvs and outflows of the
various age groups in three occupational secton@gers, clerks and blue colour
workers).

In general technological and organizational chastereases early exit from the
labour market, as these workers continuously invest learning (Bartel &
Sicherman,1993). Obsolescence of human capitalaptgtbelongs to the heart of the
economic challenge the western economies faceale the transformation towards a
knowledge-based society by meansifefong learning

The remedy that is most commonly prescribed for gkils and competence
obsolescence is to make additional investmentaumam capital, and this is generally
known as lifelong learning. Actually, if workers iohanging organizations are
continuously updating their skills to meet the dajiag requirements, they should be no
more at risk of losing their jobs than workers inrestable organizations.

The idea of learning throughout life can be trabadk toSolonand to Greek
classical philosophy. It was a basic premiseSotratesthat learning should be a
continuous lifelong process and that inquisitivenesnstitutes the basis of knowledge
and self development. Lifelong Learning is an eiay even evolutionary concept
which is immediately linked to social change andadion policy and to educational
philosophy and practice.

In a society where globalization, technical progreend communication
technologies underline the essential value of huwepital, the concept of lifelong
learning reinforces the importance of the processésacquiring and updating
knowledge and competences.

Lifelong learning can be defined as a continuowslpportive process which
stimulates and empowers individuals to acquiretradl knowledge, values, skills, and
understanding they will require throughout thefetimes and to applying them with

confidence, creativity and enjoyment in all roleisgumstances and environments .
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Lifelong Learning was generally found to compri$e tfollowing connected
elements (Kokosalakis and Kogan, 2001):

» focus on learning rather than teaching, and linked to learning bmth
professional development and self-fulfillment. Teimphasis implies that LLL
will be demand- rather than supply-driven;

* broad acces# terms of social class, age, gender and etmoigps. This entails
flexible delivery and alternative modes of learning

» creation of knowledge and skill baf a competitive economy in the age of the
'knowledge' or ‘information’ society and rapid agaim technologies and labour

markets.

It could be not enough simply to extend traditioedlication throughout life,
new methods are needed.

Investments in Lifelong Learning generally focusesformal training, rather
thaninformal one even if it is clear that workers learn all tiree, and not just during
periods of formal training. This has implicatiorts the analysis of lifelong learning as
a remedy for human capital obsolescence, but alsthé way in which obsolescence
itself is conceived (Allen and De Grip, 2007).

The rhetoric of Lifelong Learning speaks of shifts:

a. from discipline to domain-based programmes,
b from teaching to learning processes,

C. from directed to negotiated curricula and

d from knowledge to skills;

LLL also implies a renewal of the traditional raé the teacher, especially in
higher education, that shifts from someone who ggsand transmits knowledge to
someone who assists and facilitates the procedsanhing. The objective for the
teacher and the learner alike is that the lattquiaes the skill of independent learning
and become a ‘reflective practitioner’. The teaduection is to help learners to learn
how to retrieve, systematize and synthesize inftonause prior experience, present

and summaries results and reach sound conclusions.
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2.5 Conclusions

As soon as changes become faster, more and mokethavill experience a
fundamental shift fronknowledge-driverio learning-drivencompetitive dynamics, in
which people with imagination, ability to learn fashange an cope with uncertainty
will become the most important strategic assets.

As a consequence, Management has to combine adgaidof craft, namely
experience, with a certain amount of art, as visam insight, and some science,
particularly in the form of analysis and techniqiibe creation of such a kind of human
capital entails fundamental paradigm shifts inwtay knowledge is produced and in the
nature of the learning strategies and processes.

Implementing lifelong learning, embracing educatiwaining and adult learning
(Commission of the European Communities, 2006),same of the main needs of a
knowledge-based economy where it is not knowledgtself that makes the difference,
rather it is the ability to apply it effectively wdn creates the basis for pursuing a
knowledge based competitive advantage (Romand., 2085).

Since Education is one of the ways in which mor@ugs and positions are
developed in society, a transition to sustaingbifitay require some changes in the
educational programs (Clayton & Radcliffe, 1996)ildvath (1989) suggests that
educational institutions should focus on helpingpde learnsystems thinkingutures
design, creativity, values inquiry, and ethicals@ang.

In particular, management education, dedicatetiéadevelopment of the talent
for the business world, should reflect the emergamilutionary paradigm both in
processes and contents. It has an important rg&ago at two levels at least.

First, the techniques and methods being taughtraséarch should lead to a
general improvement in managerial modes, and thexefo optimized economic
growth. Second, the soft elements integrated meactrricula should raise awareness of
the role of managers in society as regards thecttgeof creating more social cohesion
inside and outside private, public, and not-forfpprarganisations (Cornuel, 2005).

Contemporary business education fails to fulfisthew need; actually it should
facilitate the development of the knowledge, skMalues and attitudes that are strictly
related to evolutionary management (Laszlo, 20@Bgnathy (1996) highlighted a

distinction betweemaintenancendevolutionarylearning.
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Maintenance Learning is adaptive and it implies #oguisition of standard
methods, and rules of dealing with known and ptedlie events. This kind of learning
is, according to the author, appropriate duringgasr of socio-cultural stability.

On the other hand, Evolutionary Learning is moneoirative and it allows the
learner to cope with uncertainty and change, andate co-evolutionary human
systems. This kind of learning is a more approprifgarning approach during
bifurcation points.

In general, Business Schools and the other eduedtisystems have been
focused primarily on maintenance learning and tieaton of knower that knows a lot
about existing business knowledge and approachasth® new scenario and global
challenges call for evolutionary learning and tingpewerment of learners capable of
generating new knowledge and processes to respmrilblet changing socio-cultural
environment (Laszlo, 2001).

Recent studies about complexity theory suggest mhahagement education
should be based on integrated, holistic approather than rational and reductionism
paradigms as in the past. Business education pregshould satisfy the current need to
develop creative problem solvers, self-organizednlers, managers of complexity, and
cross-cultural leaders, encouraging self-motivatiand introducing self-organized

learning methodologies (Laszlo, 2001).
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3.RESEARCH METHOD

3.1 Introduction

This Chapter describes the logic underlying thes@mé research work,
presented in five points, as highlighted below.

Research QuestionsThe problem statement draws the proposal of an
Interdisciplinary Approach to Business Managemewuudation that should be
suitable to the complexity that management haset dith, and the methodology
design is developed following a general and twmsdary research questions.

Research StrategyAs the problem statement leads to the definitibrao
general and two secondary research questions,ttitly s characterized by the
adoption of a mixed strategy that relies on thepida of amultiple descriptive case
study (Yin, 1994) and on a literature searching (BeB99) about Management
Education with a particular focus on the main MBlsgrams.

Research DesignThis section defines the process of collectintglyzing
and interpreting the case-related observation:itpdhe chosen units of analysis,
explaining the logic links between data and propmss and the interpretation
criteria.

Validation of Research Desigmhe criteria followed to evaluate the research
validity are the proper ones of Social Science Be&s$e Construct Validity, Internal
Validity, External Validity, Reliability. The convgence of multiple sources of
common patterns, the replication logic of the npldticase strategy and the iterative
mode allowed by the nature of the case, togethén Wie purpose to create an
ordered list of instructions, with a precise andllw®ganized set of different
resources related to the research steps, reprissmemethods exerted to strengthen
the validity of the work.

35



Research Method

3.2 Research Questions

As stated above, the objective of the present wotl define and describe an
Interdisciplinary Approach to Business Managemewuudation that should be
suitable to the complexity that management has#d @ith. The achievement of the
presented objective has been conducted under tliee gqif a primary research

question, that is:

Research QuestianHow can we identify and define the characterisbta

complexity approach to Business Management Edutatio

The previous research question leads to the ideatidn of two secondary

guestions that are:

Sub-Question 1.Which are the managers’ educational needs in theahc

complex scenario?

Sub-Question 2Which are the main drawbacks of the traditionapagach

to Business Management Education?

In order to answer the first question, a descrgttase study (Yin, 1994)
based on histories has been conducted, involvingetlexamples of organizations
that had the ability to survive and succeed inghesent complex environment. The
details of such a research strategy will be deeptplained in the following
paragraphs of the present chapter.

The answer to the second question has been gathle@igh a literature
searching (Bell, 1999) about developments in Bissirend Management Education,
with a particular focus on the mismatch between design of the major MBA
programs and the real managers’ educational ndégsmain sources of information
adopted are books, journals and Internet sourcdstanresults of this part of the

study will be illustrated in chapter 5.
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3.2.1 General Road Map and Study propositions

Each study proposition is important to give a dimt of the overall study
and they come from the research questions and tinentheoretical background of
this research.

Proposition 1 The complex environmenand the resulting emergence of
competence obsolescenarainly referred to managerial competencies, intpky
need to rethink the approach to management eduacatio

Proposition 2. The educational needs of a business manager ddetédied
through the common patterns followed by firms tvas able to succeed in the actual
complex scenario.

Proposition 3.The actual offer of Management Education can beesgmted
by the recent developments of Educational Insthgiand MBA programs.

Proposition 4 Common patterns followed by successful orgaronatiand
the criticisms about MBA education can lead to tidentification of the
characteristics of a new educational approach tseir®s Management, based on
complexity hints.

The propositions above frame the conceptual modplesented in the

following figure:
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Complex Environment and Competence Obsolescence

e

Common patterns in facing Traditional Offer of
complex environment and succeed Management Education

m Developments in
M MBA Education

Managers’ Educational Criticisms about the
Needs traditional approaches

Characteristics of
a new approach to
Business Management Educatio

Figure 3.1: Research Conceptual Model

In order to define a roadmap of the present wdr,following steps can be
identified:

Step 1 — Identification of Managers’ learning need#t is based on a
descriptive multiple case study that deals thresgtes of organizations that had
the ability to survive and succeed in the presemnhmex environment; these
organizations are McKinsey, 3M and ABB. Other iasting cases are shortly
presented in order to highlight and reinforce tbenmon patterns of the main three
cases. The aim of the first step is answer thedub-question of the present work.

Step 2 - Identification of the main weakness of #wtual offer of
management educatioifhis step aims to answer the second sub-queatidnit is
based on literature searching about managemengagaolucwith particular attention
to the main MBA programs.
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Step 3 — Definition of the characteristics of a napproach to Business
Management EducationThis steps directly depends on the deliverableghef
previous two steps, and it also relies on somech@sicepts of complexity approach
and on the main guidelines coming from ConstrustiviTheory and Problem-based

Learning.

The rest of the present chapter is mainly refet@dhe methodological

choices in order to answer the first sub-question.

3.3 Research Strategy

Social Science Research can be conducted adopffagedt kinds of research
strategy. A common misconception is that case stisdyappropriate for the
exploratory phase of an investigation and that esygvand histories are appropriate
for the descriptive phase (Platt, 1992). The nameropriate view of these strategies
is that each strategy can be used for differenpgmes: exploratory, descriptive, or
explanatory. Actually, the choice of the researtchtegy depends on (Yin, 1994):

» the type of research questions,
» the control that the researcher has on the events

» the degree of focus on contemporary or historibainpmena.

Research Strategy Form of Research Requires control Focuses on
Question over behavioural contemporary
events events
Experiment How, why yes yes
Survey Who, what, where,no yes
how many, how
much
Archival Analysis  Who, what, whereno Yes/no
how many, how
much
History How, why no no
Case Study How, why no yes

Table 3.1: Different kinds of Research Strategy (Soce: adopted from Yin, 1994)
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As stated in the previous section, the second seistipn of the present
research will be addressed through a literaturecbgay about Management
Education, whose conclusions will be fully presdntechapter 5.

In order to answer the first sub-question the aglbpesearch strategy is the
“descriptive case study” that traces the sequeh@vents over time and discovers
key phenomena in the units of analysis.

Several definitions of the Case Study as a Rese@tdiegy already exist;
Schramm (1971) argued that “the essence of a tadg is that it tries to illuminate
a ‘decision’ or set of decisions: why they wereetakhow they were implemented,
and with what result”. Yin’'s definition (Yin, 1994)f case study strategy clarifies
that a case study “ investigates a contemporanngrhenon within its real-life
context, especially when the boundaries betweemghenon and context are note
clearly evident”.

This choice of Case Study as the Research Strabeggswer sub-question 1

can be justified discussing the three conditioagest above:

e« The research question of the present work is aimedhe design of a
framework and it is introduced by a “how” that i©ma likely to deal with
links needed to be traced over time, rather thaguencies. Establishing the
“how” of a human situation is a classic examplé¢hef use of case studies.

* As in this case relevant behaviours cannot be nudatgd and the analysis
refers to contemporary events, case study remaimtire suitable strategy as

it is represented in table 3.1.
The adoption of the case study is also justifiedthry versatility of such a

strategy, as its application is recommended evesnwie objective is texploreand

illustrate certain topics in a descriptive mode (Yin, 1994).
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3.4 Research Design

There is not a unique definition of a Research @esntuitively it refers to
an action plan for getting from the initial setqpfestions to a set of conclusions (Yin,
1994). Philliber et al. (1980) refer to Researcltsibe as a blueprint of the research,
dealing with the questions to study, the relevatadnd how to analyse the results.

The Research Design of the present work can beridedcanalysing the

following components:

e Units of Analysis
* The logic linking data and propositions

* Interpretation criteria

3.4.1 Units of Analysis

This component of the Research Design refers tdefiaition of what the case
is and which are the criteria to choose it.

In order to design a case study and to definenits wf analysis, it is necessary
to make a distinction depending on the nature efdase study itself. A primary
dinstinction is betweesingle and multiple case study (Yin, 1994); in the present
work multiple cases are going to be used to addiessfirst sub-question. The
evidence of multiple case is often considered nrolmist (Herriott and Firestone,
1983) than single case, even if the choice betvegggle and multiple case designs
may remain in the same methodological logic. Asaiten of fact, the choice of a
multiple case design may be guided byeplication logic; each case must be
carefully selected so that it either predicts samilesults (diteral replication) or
produces contrasting results but for predictabdsoas (dheoreticalreplication).

The second distinction is betweembeddedand holistic case studies; Yin
(1994) refers to the first type when the same aagave more units and subunits of
analysis and suggests the holistic design wherrdlevant theory underlying the
case study is holistic itself. The second typesisduin the present work as the units

of analysis refer to organizations considered ashale and focusing on how these
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organizations works and why they succeed in theahatomplex scenario. As a
consequence data collection will be address the& neehighlight organizational

policies and outcomes, rather than individual be&havor perceptions.

3.4.2 Data Collection

Data collection for case studies may rely on sdveources of evidence
(Patton, 1987) that can span from documents, ath@cords, interviews, direct and
participant observation, and physical artefactse Thoice among the different
sources depends on their strengths and weaknesdesnathe real possibility to
gather them. The following table, adapted from {i884) shows the main strengths

and weaknesses of the different sources of evidence
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Source of Evidence Strenghts Weaknesses
Interview Targeted— focuses directly onBias- due to poorly
case study topic constructed questions
Insightful— provides perceived Response bias
causal inferences Inaccuracies- due to poor
recall

Reflexivity— interviewee
gives what interviewer
want to hear

Documentation Stable— can be reviewed Low Retrievability
repeatedly Biased selectivity- if
Unobtrusive- not created as a collection is incomplete
result of the case study Reporting Bias- reflects
Exact— contains exact details unknown bias of author
of an event Access- may be

Broad coverage- long span of deliberately blocked
time, many events, and many

settings
Archival Records Same as for documentation Same as for documentation
Preciseandquantitative Low Accessibility due to
privacy reasons
Direct Contextual- covers context of Time consuming
Observations event Selectivity— unless broad
Reality — covers events in realCoverage
time Reflexivity— event may
proceed differently because
it is being observed
Cost— hours needed by
human observer
Participant Same as for direct Same as for direct
Observations observations Observations
Insightful - into interpersonal Bias- due to investigator’s
behaviour and motives manipulation of events
Physical Artifacts Insightful into cultural features Selectivity
Insightful into technical Availability
operations

Table 3.2: Six Sources of Evidence (Source: adaptéwm Yin, 1994)
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As stated above, the first research question ldadthe adoption of a
descriptive case study based on histories: thes wifitanalysis are represented by
three examples of organizations that had the whiditsurvive and succed in the
present complex environment. In this research¢timeextual use of different sources
of data (Kidder, Judd, 1986) is carried out throtlgthadoption of:

a. Archival Records:the main source of evidence is represented by
organizational records, such as charts and buddets period of time, and records
and data collected in previous studies. Archivaiadased in this work are both
quantitative and qualitative information.

b. Documetationsdifferent kinds of documents are considered toctmrate
evidences in the present research, such as wrifgrts of events, formal studies
and academic articles of the same cases under. study

The use of multiple sources of evidence shouldwallbe development of
converging lines of inquirgYin, 1994), a process of triangulation (Patto®g1) that
can be achieved from several points of view. Thes@nt study relies on data
triangulation, referring to data sources, and oot triangulation, referring on

different perspective on the same data set.

3.4.3 Data Analysis

The analysis of the presente case evidences maiidg on the development
of acase descriptioand thetheoretical orientation.

The first strategy refers to the development oasecdescription that may be
useful in to identify the appropriate casual linde analyzed.

Theoretical orientation consists in following theeoretical propositions that
led the case study; as Yin (1994) argues, the tbgscand the design of the case
study are stricltly related to some theoreticalpmsitions that can be adopted as a

key or perspective in analysing collected data.
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Linking data to proposition can be done in différamys; Campbell (1969)
suggests the idea opattern-matching whereby several pieces of information from
the same case may be related to some theoreta@bgitions.

A special type of pattern-matching is knowneaglanation-buildingand its
goal is to analyze the case study data by buildmgxplanation about the case (Yin,
1982). Explanation-building is characterized byterative process according to

which the final explanation of the whole case isa by a series of steps:

* Making an initial theoretical statement or propasitabout social behaviour;

e Comparing the findings of an initial sub-case agaisuch a statement or
proposition;

» Reuvising the statement or proposition;

e Comparing other details of the case;

* Again revising the statement;

e Comparing the revision to the facts of a secondi tor more sub-cases;

* Repeating the process as many times as is needed.

Explanation-building is a suitable strategy alscewlit occurs in a narrative

form: such narratives should reflect some theaa#yisignificant propositions.

3.5 Validation of Research Design

Kidder and Judd (1986) suggest four tests to bd ts evaluate the quality of
a social research: they are construct validityerimal validity, external validity, and

reliability.

3.5.1 Construct Validity

Research Constructs are abstract concepts assbeidtie phenomena or

behaviour that the study is intended to measure;“dperational definition” of a
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construct is referred to the set of procedures tsdéndle and manipulate it. Social
Science Research requires generally to be validaredigh the successful measure
of the theoretical constructs: so the degree ofirateness of the translation of the
research constructs in well representative varsalgle which the researcher has
gathered data is the validity of the constructt thdo say “how well is the construct

operationalized” (Hoyle, Harris, Judd, 2002).

For Case Studies the validation of the constructametimes particularly
hard, due to the risk to fail in developing a stiéintly operational set of measures,
especially when personal judgement are employedltect data (Yin, 1994).

In order to achieve validity of construct some egsed strategies have been
presented in literature. The first and main stnateglies on the consideration
according to which variables are likely to capttive construct if different ways of
measuring the same constructs give similar resuis. employing multiple
operational definitions, that is multiple ways oéasuring, and then comparing them
to see whether they seem to measure the sameishiing first recommended action
(Hoyle et al, ie). Moreover the use of a Key Infamrhto review step by step the case
report could be both a further source of evidenuog a test for the preliminary as
well as for the final findings.

Consistently with the construct validation stratetipe present work relies on
the convergence ofultiple sources of evidend@®atton, 1987), mainharchival
records such as charts and budgets of a period of timd, reacords and data
collected in previous studiegpcumentationlike articles about the organizations,
internal projects deliverable, written reports abdie organization events,
publications about the organizations outcomes doaddble from the official
websites or journals, newspaper clippings and odinecles appeared in the mass

media.

3.5.2 Internal Validity

Internal Validity concerns the extent to which clusions can be derived
from the causal effects of one variable on anotheris mainly adopted in
experimental research rather than in descriptiveliss as the present one. Yin

(1994) extended the adoption of internal validaythie broader problem of making

46



Research Method

inferences, and referring to the specific caseystmeéthod, he suggestezhttern-
matchingandexplanation-buildingas the analytic modes to apply it.

As described in the previous paragraphs, duringptiese of data collection
the present work followed pattern-matching modelThe replication logic of the
multiple cases provided the basis for a cross-casesysis: the patterns of
explanation of each one may be compared with therstfollowing the replication
mode. Finally the findings of the cross- case aialyill be compared and general
and comprehensive conclusions has been tracedhdrombre, the present study
followed also the Yirexplanation-building modedf the case study with an iterative
mode; following his guidelines the final explanatiof the overall case has been

driven by a series of iterations.

3.5.3 External Validity

External Validity refers to the extent to which tseudy's findings are
generalizable beyond the considered case (Yin,)129dommon criticism moved to
case studies is that is very hard to generalizen fome case to another, even if the
analyst try to select a “representative” set ofesasThe critic can be avoid
generalizing findings to theory (Jacobs, 1961), oimer words relying on an
analyticalgeneralization.

Adopting an analytical generalization an invesbgatries to extend a
particular set of findings to a wider theory; irhet words, a previously developed
theory is used as a template for the comparisahefmpirical results of the case
study. The suggested replication logic to be adpigerepresented in the present
work by its multiple case nature, as explaineaisef

Furthermore the present study is based on archesdarch, that benefits
from the non reactiveness of the research proceduhat drive a “naturalness
seeking” (Tunnell, 1977).
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3.5.4 Reliability

Reliability has the objective to ensure that themegrocedures adopted by
another investigator can lead to the same findiagd conclusions. The first
prerequisite to gain reliability is to document #ie steps and procedures of the
study, so that a later investigator could repeatsidime list of instruction to arrive at
the same results.

In order to ensure reliability, the present studg been conducted filling an
articulated database of procedures, documents, fbath the literature review and
from the specific cases, and results. The systencatlection of the investigator’s
notes could represent an useful handbook for theeref the cited resources.
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4. LESSONS LEARNED FROM CORPORATE WORLD: THREE
HISTORIES

4.1 Introduction

The aim of this chapter is to answer the first gubstion of the present work
that is:How can we identify the managers’ educational needse actual scenario?

According to the characteristics of the 21st centoontext, managers are
expected to nurture a complex amalgamation of feahrfunctional and socio-cultural
skills to cope with the new paradigm. They are easingly conceived as pillars and
architects of organizational competitiveness, lngkpeople, opportunities and resources
(Chapman, 2001). Accordingly to this view, companége more than a collection of
individuals and individual capabilities can raredycceed in isolation (Ghoshal and
Bartlett, 1997).

Patterns followed by successful global companiesgiae an indication of the
effectiveness of new managerial approaches cepinettie “human dimension” of the
organizations, and can highlight the real educatioeeds of a business manager.

As shown in chapter 3, the analysis of the case#lynaelies on the
development of acase descriptionadopting atheoretical orientation.Theoretical
orientation consists in following the theoreticabjpositions that led the case study; as
Yin (1994) argues, the objectives and the desigih@fcase study are strictly related to
some theoretical propositions that can be adopsed leey or perspective in analysing

collected data. In this case, such theoretical gsijpns are:

a) Knowledge can be considered the new strategic drg#ional asset to
continuously adapt to change and to survive in dempnvironment (Ghoshal
and Bartlett, 1997)

b) Knowledge is generated in the context of applica{@ibbson et al., 1994)

c) Firms interact with external sources of knowledges suggested in the

complexity approach (Allen, 2001; Arthur et al. 020.
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The following paragraphs refers to the case desenipof three global
companies: McKinsey & Company, Minnesota Mining &aMifacturing Corporation
(3M), and Asea Brown Boveri (ABB).

McKinsey & Company is a privately owned managenmonisulting firm that
focuses on solving issues of concern to senior g@mant in large corporations and
organization’

3M, formerly Minnesota Mining and Manufacturing Cpamy until 2002, is an
American multinational conglomerate corporationhwatworldwide presenée

ABB is a multinational corporation headquartere@imich, operating mainly in
the power and automation technology areas. ABBnis of the largest engineering
companies as well as one of the largest conglomemnpanies in the worfd

At the end of the chapter a cross-cases descriptiirbe presented and, as
anticipated in Chapter 3he educational needs of a business manager witldreified

through the identification common patterns followsdthese three companies.

4.2 The Mckinsey Case

4.2.1 Overview

Today McKinsey has over 7,500 consultants in 9@cesf across 51 countries.
They help solve strategic, organizational, operaicand technological problems, for
some of the world's largest organizations. Cliantdude three of the world's five
largest companies, two-thirds of the Fortune 1@¥%ernments and other non-profit
institutions. McKinsey also performs pro bono erggagnts for a number of charitable
organizations and government agencies worldwidab®#s' estimated the firm's 2005
revenues at $3.8 billion in its list of largestyatie companies.

The firm was founded in Chicago in 1926 by JamesvicKinsey who was a
professor at the University of Chicago that pioedebudgeting as a management tool.

! Available athttp://en.wikipedia.org/wiki/McKinsey %26_Company
Z Available athttp:/en.wikipedia.org/wiki/3M_Company
% Available athttp:/en.wikipedia.org/wiki/ABB_%28company%29
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Marshall Field's became a client in 1935, and smmmvinced James McKinsey to leave
the firm and become its CEO; however, he died ueetgully in 1937.

Marvin Bower succeeded James McKinsey and withhilp of the New York
partners, he resurrected the New York office ancheth it McKinsey & Company.
While he always gave James McKinsey credit forfitm's success, Bower established
many of its guiding principles.

Bower determined that this group of “efficiency exg” needed to become a
firm of professionals, with standards of persomdégrity, technical excellence, and
professional ethics. Only then, he believed, wotlld firm be able to attract and
develop associates of outstanding ability and tdieh stature and importance (Ghoshal
and Barlett, 1997). At the heart of these values W “one firm” principle that
required all consultants to be recruited and adedmmm a firm wide basis, all clients to
be treated as McKinsey responsibility, and all psofo be shared from a single firm
pool. Bower believed strongly that only by opergtim this way could McKinsey
ensure that its professional standards, its comemtnio clients, and its spirits of
partnership would be maintained.

Top management in the most effective learning amgdions placed an
enormous emphasis on establishing institutionaliggstems for recruiting the best
talent in their firms. McKinsey’s recruitment systeis legendary, with the top
graduates from the best business schools arounddteé consistently ranking the firm

as their first-choice employer.

4.2.2 Organization

McKinsey is formally organized as a corporationt faunctions as a partnership;
its managing director is elected for three yearsgheyfirm's senior shareholders, titled
directors. Each managing director can only servetiitee terms. Several committees
develop policies and make critical decisions. Gaplically based McKinsey operates
under a practice of "up or out,” in which consulsamust advance in their consulting
careers within a time frame, or else are askedawd the company.

A particular aspect of McKinsey's practice is thatonflict of interest could
arise as different teams of consultants might wiorkdirect competitors in the same
industry. This works to the company's advantaget dses not require it to rule out

working for potential clients; furthermore, knowindpat a competitor has hired
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McKinsey has historically been a strong impetus dompanies to seek McKinsey's
assistance themselves. The policy also means Melliean keep its list of clients

confidential. However, because of this there isagremphasis placed on client
confidentiality within the firm, and consultantsedorbidden to discuss details of their
work with members of other teams. Consultants @ arohibited from serving direct

competitors unless they wait three or more yeatwdsn the date they cease serving
one competitor and begin serving the next. In saames, consultants are forbidden

from ever serving a competitor.

4.2.3 History

In 1926 James O. McKinsey founded the firnle was determined to help
senior management in American companies solve thmst important business
problems and in reorienting themselves to thriva tarbulent business environment.

In 1933, the arrival of Marvin Bower provided Jan@sMcKinsey with a strong
advocate and a fellow visionary. Bower believed thanagement consulting should be
held to the same high standards for professionatlwct and performance as law and
medicine. Following Mac's early death, Bower betganarefully shape the firm into its
present form by insisting on "management consultingstead of "management
engineering".

World War Il profoundly affected the American busss landscape, and
McKinsey did its commitment taohe firmi' concept. The top management believed that
only by remaining a single organization, rathenthdoose confederation of offices, the
firm could simultaneously deliver the best possikleent service. This principle
allowed and allows viewing the consultants as &gltalent pool that can be drawn on
as needed to provide the best service to the sliemgardless of location.

In 1950s due to the emergence of a more highlygrated world economy,
McKinsey established its first international offioe London. In the U.S. and abroad,
Mckinsey acquired a robust portfolio of new clienteluding major government and
military organizations, top conglomerates, and ssey defence contractors.

In 1960s many major American and European compar&shed beyond their

own borders, and sought McKinsey’s advice on hoerganize as conglomerates. As a

4 Available athttp://www.mckinsey.com/aboutus/wherewestarted
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result, McKinsey began to expand its internatigorakence. It established offices in the
Netherlands, Germany, Italy, France, and Switzerlém 1964 McKinsey also launched
the McKinsey Quarterly that is its most innovatmerk on management theory to
business leaders worldwide.

The 1970s proved to be McKinsey’'s most challengiagade, forcing it to learn
some important lessons. They discovered that trewth in the 1960s had threatened
their client relationships. So they took a hardkl@b their processes for selecting and
evaluating consultants and at the quality of tHeiowledge. One outcome of this
process was a substantial investmenkmowledge developmermparticularly in their
key areas of expertise, strategy, and organization.

In 1980s, business leaders madelue creation and cross-border
competitiveness a priority, which intensified mergend acquisition activity. And
technology raced ahead, demanding new investmesntth@ business leaders of the
1980s were challenged to meet these new prioritleinsey felt the need to ramp up
its ability to support them. It expanded the scopis recruiting building knowledge in
order to increase its breadth and depth of expegieas well as the diversity of its
consulting staff. It also invested heavily in cotify its knowledge and making it
accessible across the firm, laying the foundation the true global network that
McKinsey is today.

The unprecedented globalization of the 1990s reddfithe parameters of
business. McKinsey was called upon to restructatigeeindustries. It flourished in the
expanding economy, doubling to over 5,000 constdtand expanding into nearly 20
additional countries by 1999. It also establistiesl McKinsey Global Institute (MGI)
whom mission is to help us understand fundamew@i@mic issues of consequence to
McKinsey's clients, while providing economists amdanagement with important
"micro-based macro” views on the global economy. tBg mid 1990s, nearly 20
percent of work was performed by consultants onrtskoor long term transfer to
another office, moves that were inevitably desigt@dlevelop or deploy individual
consultants’ specialized knowledge or expertiseo&blal and Bartlett, 1997).

In 1992, after close to 60 years with McKinsey, MarBower retired, but the

firm continues to honour his philosophy.
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4.2.4 Lesson learnt from 1970s

In the mid-1970s McKinsey’s growth of the previdwaf century began to slow,
as it had increasingly become compartmentalizeal lomtal offices and it was focused
on developing deep and enduring relationships wiiggnts rather than exploiting its
own knowledge assets. After several years of stafjeowth and internal turmoil,
McKinsey's partners recognized that the firm cowld longer succeed simply by
building strong relationships with clients and gasig intelligent generalists to
increasingly specialized problems.

When senior partners realized that competitors asdBoston Consulting Group
began to make strong inroads into McKinsey’'s markibie firm strongly invested huge
efforts to build a truly integrated and interdepemdorganization able to develop and
diffuse knowledge rapidly. The firm found that lmyding partners to take on the role of
professors, they begun to articulate and documemiviedge that had long been tacit.

In order to face BCGs threat, it would have to deweéT-shaped consultants”
individuals who supplemented their broad genergbstspective with an in depth

“spike” of specific industry or functional expesis

John Stuckey, a director in McKinsey’'s Sydney @fficas engaged to develop a
financial services growth strategy for one of Aab&'s most successful companies. He
had at his disposal few consultants with finaneredustry expertise, so he relied on
McKinsey's knowledge network to support a relativéhexperienced local team
through the initial stage of the study. To get &dr Stuckey identified a three-persons
team of available associates and began assembliggpap of specialists and experts
who could act as consulting directors to the tedime team of three young associates
began scanning McKinsey’s directories for leadsnenv ideas, core documents, and
designated experts; they tapped into the Practiegdlbpment Network (PD Net) which
contained over twelve thousand documents represgtitie processed knowledge and
generalized insights developed by the firm’s d#fér practice areas. To identify
internal McKinsey experts, they had access to thewledge Resources Directory, a
small book that listed all firm experts and key wlonents titles by practice area. At the
end of this first phase, the team convened a woygkstiesigned to keep client
management informed, involved, and committed t@mtherging conclusions. The result
of such an experiment was excellent and what &asting in this story is that none of
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the three young associated nor the engagementtdiread any significant experience
in the financial services indust(hoshal and Bartlett, 1997).

McKinsey worked hard to overlay ane-firm philosophy over its local offices;
its consultants dispersed around the world quidkbrned that the knowledge and
expertise they needed to serve their clients rdsmbd only in their offices. Supported
by norms of mutual assistance, no associated hexbita contact other consultants in
some other offices. McKinsey began organizing adotirent service teams, a firmwide
core of consultants who develop a detailed undedstg of a clients and its problems

over a long period.

4.2.5 Developing Skills and Abilities in McKinsey

The lesson learnt in 1970s led McKinsey to theigiec that the partnership
must invest much more intensively in the developnodnts bright young recruits to
becomeT-shapedconsultants. According to McKinsey philosophy, spkzed industry
knowledge or functional expertise acquired throughmal training and focused
experience has to be completed by the horizontadrgdist problem-solving skills. This
is the most important characteristic that distispes McKinsey form its competitors.
Employees learned that these attributes were bemtirad through the intensive

counselling and mentoring relationships in the finsiders.

The focus on developing the skills and abilitiesuofexceptionally bright and
highly motivated group of young recruits was refelcin the career of Warwick Bray, a
young Australian systems engineer. During his finsee years, he developed a real
interest in the telecommunications industry andkedron several studies relating to
the impact of deregulation on key companies. Besteloping this industry spike,
Bray was also becoming a more effective consultargely as a result of an intensive
coaching process that began the moment he wasnesktg his first engagement team.

It was firm practice for the engagement manager YBM sit down each
associate to discuss and agree on a personal dewvot objective that the individual
would work on during the study. In addition to tloeitine day-to day coaching Bray
received at the midpoint and end of each engagententalso received detailed

feedback and advice from the EM. Through this mescever the course of several
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studies, the young associate gradually developsdahility to recognize core issues,
apply various problem-solving approaches, dividgoansibilities, and integrate work.

Beyond this intensive on-the-job coaching, Brayensed more continuous
support from his assigned partner-level mentor witihom he met quarterly to review
his overall career progress and offer advice on Ipiersonal and professional
development. After several years he came up fatiefeto partner, and he needed to
work on developing a very different set of skiliel abilitie{Ghoshal and Bartlett,
1997)

On the other hand, the skills required to lead Mai€y were different again; the
role of organizational leader required an abildybalance the need to maintain a sense
of dynamic disequilibrium within the organizatiorhis delicate balance was difficult to
achieve, since it required an exceptional abiltyntake excitement and challenge an
integral part of the work environment.

In the end, McKinsey has converted a strong comamtnio organizational
learning into a powerful competitive tool to assist intellectual leadership in the
market and to internally reinforce its organizatidrhis is a capability that allows
everyone in the company to capitalize on its vastllectual capacity (Ghoshal and
Bartlett, 1997).

McKinsey is characterized by an extraordinary itwvest in personal coaching
to develop the skills necessary to meet its stalsdfmr creative yet disciplined frontline
consultants. McKinsey's huge pool of candidateseiotry positions and its thorough
recruiting process ensure that almost all new dtersis have the native intelligence,
motivation, and personality to succeed in theiesolYet only one in five will become

partner, and fewer than half the partners will lmeedlirectors.

4.2.6 Conclusions

In McKinsey, cross-offices personnel transfers aeey common, either on
short-term assignments or longer-term relocatidvisKinsey consultants learn very
soon that that their personal effectiveness andg-term survival depends on their
ability to build effective personal networks. Pamship is offered only to those who
develop an expertise and a network of colleagues wdcognize and draw on that

knowledge to help their clients.
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At the heart of McKinsey’'s success there were sdvelaracteristics but we

underline the following two:

. It invested a lot in developing the expertisét®people.

. It established the tools, processes, and thdioe&hips necessary to support
horizontal flows of information throughout its wdwide organization to link and
leverage individual knowledge and embed it in dembive process of shared learning.

Finally, McKinsey had created a free flow of knodde across organizational
boundaries, and made it the primary source ofatspetitive advantage.

Furthermore McKinsey tried to formalize its non+aiehical relationships, by
using the industry and functional specializatioroups to reinforce the informal
linkages that existed among industry and functispcialists, often isolated within
their individual local offices. Supported by thdammation-transferring infrastructure,
these overlaid relationships gradually took on shene importance as the traditional
geographic office connections. Partners were asdigmnactice leadership roles for each
of the industry sectors and centres of competeiutieime practice coordinators were
hired to monitor the quality of information flowsié help consultants access relevant
expertise wherever it existed. McKinsey formalizé® development of cross-unit
practice specialties that provided the framework Kkoowledge dissemination and
learning.

At the heart of these processes there’'s a huge okéust, but it cannot be
quickly imposed on an organization; it must be tothirough the way people are
selected and the relationships developed. Duricgaiss of emphasizing therfe firn{
concept, McKinsey has built a culture in which naltwespect and shared trust
characterize the partners’ relationships with ometlzer. To protect the openness, trust,
and personal integrity, is an important qualifyiagterion for election to the firm’s
management group. The result is a reinforcing emvrent that ensured alignment and

mutual support.
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4.3 The 3m Case

4.3.1 Overview

In 2000 (Achtmeyer, 2002), 3M reported sales reesnof $16.7 billion
madding more than 60,000 products. Nearly 35 pe¢rmkits total sales, or about $5.6
billion, came from products that had been introdudaring the prior four years, and
another $1.5 billion came from products introduahdaing 2000. These revenues
stemmed from 3M’s six business segments:

e industrial (tapes, abrasives, and adhesives);
» transportation graphics and safety;

* healthcare;

» consumer and office;

» electro and communications;

* and specialty materials.

All six business segments were profitable in 2086ia Pacific, Europe, and
Latin America achieved double-digit volume growtlon-U.S. business represented 53
percent of total net sales and 63 percent of tqdatating income.

3M had identified 21 established and new strategands an more than 75,000
3M employees worked to create more than 500 newyats every year. In 10 years
between 1985 and 2000 3M earned a top-10 rankingomune magazine’'s annual
survey of “America’s Most Admired Corporations”.

During 1985-2000, 3M also appeared on the Fortapettiree rankings for
innovativeness more often than all other compaeieept Rubbermaid. Additionally,
in 1995 3M was awarded the National Medal of Tebbgyg the U.S. government’s top
award for innovation.

Current management has continued to embrace arehéxpese policies and
philosophies, believing innovation to be the costmme of 3M’s future success.
(Achtmeyer, (2002).
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3M AT A GLANCE

Worldwide sales: $22.9 billion.

International sales: | $14.1 billion (61 percent of company's total).

Countries: » Companies in more than 60 countries
» products sold in nearly 200 countries.
Employees * More than 75,000 worldwide.

* 3M employs mostly local nationals. Fewer than 30D 3
employees worldwide are Foreign Service Employee
not residing in their home countries.

U

Plant locations: 145 worldwide.
Sales office 169 worldwide.
locations:

Table 4.1: 3M at a Glance

4.3.2 History

Founded in 1902, the Minnesota Mining & ManufaatgriCorporation (3M) can
be represented through the following milestdnes

In the early 1920s the world's first waterproof dyzeper was developed and in
1925 Richard G. Drew, a young lab assistant, ireeemhasking tape — an innovative
step toward diversification.

In the decade 1930-1939, technical progress resutteScotch® Cellophane
Tape for box sealing and soon hundreds of practis#Es were discovered. The
company expanded sales, employment and facilitieandg-paid dividends every year.
As the decade ended, 3M had five diverse and bssase abrasives, masking tape,
cellophane tape, roofing granules and adhesives.

In 1940s, during the war, 3M found hundreds of stdal uses to expand its
adhesives business. 3M product innovations ranged honwoven materials to vinyl
electrical tape. 3M™ Sound Recording Tape revohitied the entertainment industry.

In the 1950s, 3M introduced several new electrolaeal products. 3M

introduced its first stock purchase plan for empks; established the 3M Foundation to

® (http://solutions.3m.com/wps/portal/3M/en_US/our/gamy):
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expand its philanthropic programs and dedicatediteebuilding at 3M Center in St.
Paul, Minn., to house the Central Research labs.

In the 1960s Dry-silver microfilm was introducealong with photographic
products, carbonless papers, overhead projectistersyg, and a rapidly growing health
care business of medical and dental products. &puby the idea that products
developed to fit local needs would be most sucogs§M continued to expand
international operations. The company's first rededaboratory outside the United
States opened in Harlow, England, in 1963.

In 1970s 3M's technology base continued to exparahd so did its businesses.
3M employees continued to find new ways to fulfilistomer needs.

In 1980s 3M mainly focused on quality. A 3M scishused an adhesive that
didn't stick to create "temporarily permanent” boolarkers — and a whole new
product category. Post-it® Notes became a worldwadst seller, which created a
whole new category in the marketplace and changsaplp’s communication and
organization behaviour forever.

In the 1990s, sales reached the $15 billion m3kk.continued to develop an

array of innovative products.

4.3.3 McKnight philosophy

A significant change was introduced in 3M when WeKWight raised to the top
of the company in 1920s, as he developed a managgrhigosophy in perfect contrast
with the leading-edge practices and principles gmgr at the time and that were
considered to be responsible for 3M’'s ability tmomate consistently. In particular
William L. McKnight joined Minnesota Mining and Mafacturing Co. in 1907 as an
assistant bookkeeper and he quickly rose througtcéimpany, becoming president in
1929 and chairman of the board in 1949 (GhoshaBartlett, 1997).

William L. McKnight encouraged 3M management ttelegate responsibility
and encourage men and women to exercise theiaiiwd’; his belief in encouraging
individual initiative, risk-taking and the freedoto fail, enabled 3M to manage many
diverse businesses and continue to accompany 3Mei@1st century.

His basic rule of management can be summarizedifollowing statements:
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"As our business grows, it becomes increasingly ssecg to delegate
responsibility and to encourage men and women trcese their initiative. This
requires considerable tolerance. Those men and wptoevhom we delegate authority
and responsibility, if they are good people, aréngao want to do their jobs in their

own way.

"Mistakes will be made. But if a person is essdgtiaght, the mistakes he or
she makes are not as serious in the long run asiikakes management will make if it

undertakes to tell those in authority exactly hbeytmust do their jobs

"Management that is destructively critical when akses are made Kills
initiative. And it's essential that we have manyple with initiative if we are to

continue to grow

“What is about a business that we can decide atdpeof the company that
could not be decided just as well and much fasgethbse running the business if they

had the same informatioh?

4.3.4 3M versus Norton

3M traced his history in parallel with his rival the abrasive market, Norton
Company; in particular they represent two examglalifferent path that implied to
different results. At the beginning Norton was tpant and 3M was the emerging
challenger, but starting from 1950s 3M became namict more powerful, and his sales
became higher than Norton’s ones.

The main reason of such different paths relies fwn different approach to
management adopted by the two companies. As amudtfact, Norton followed the
doctrine of systems-based professional managerbaséd on divisional structure, the
adoption of financial control systems, and the tlgwment of strategic planning
systems. In other words, the top management ofdNgoursued a strategy of growth
through acquisitions while driving for profitabiliby monitoring the performance of its
strategic business units against their definedgartroles.

In contrast, 3M’s approach appeared very simplethout using all the

techniques introduced in that period; while Nortesis developing elaborate structures
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and systems to help top management plan stratbggctoves, allocate scarce resources,
and control activities, McKnight was introducing d&arganizational climate that
stimulated ordinary people to produce extraordingrgrformances”. It was a
management philosophy that focused on recogniziegpbtential of each individual
employee. While 3M seemed to be a disorganizedrarpatation, Norton developed
as a more rational, logical and organized compamytinely acquiring companies to
build the diversity it was never able to generaternally.

By the 1990s, the entrepreneurial initiative of gations of ordinary people in
3M had created a portfolio of over 100 core tecbgias, and despite its size and the
maturity of many of its businesses it continuegrow through individual initiative. At
the foundation of everything in 3M is a deep, geeubelief in the ability of the
individual; surrounding it are a series of orgati@aal policies and management
practices that build on and leverage that basietel

Despite of the disorganized experimentation, 3M ntaaéns large aggregated
organizational units and it formally has a bureaticrstructure as Norton or others
traditional companies; the difference lies in hawls units are perceived and how they
are managed. Top management believed that eadtcptepm had the responsibility to
create the working environment that would stimulatel support each individual to
become self-motivated. This recognition, when cedpkith an underlying belief in the
individual, led to a radical decentralization o$oarces and responsibilities.

The strong philosophy of radical decentralizatibmesources and delegation of
responsibilities also reflected the way in which 3h&s built its research and
development resources and capabilities in more tmnhundred laboratories spread
throughout the company. Located close to the fiomtlproject teams that drive
entrepreneurial activity, these labs continue tseito-the market innovative traditions
established by pioneers Okie and Drew.

In companies like 3M, the organizational contexdwdcipline is very different
from the culture of control and compliance thatnpeated Norton. In an environment
where people enjoy more freedom, they go beyondchdeal to follow directives and
conform to policies.

3M provided virtual lifetime employment and encayga promotion from
within. Few, if any, managers were hired from algsihe company. These policies are
reflective of a holistic, ecological approach tartan resource management, and reflect

a unified approach to community, employee and camgdosel, 2002).
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Trust was a clear element in the culture of 3M, ngha strong trusting
relationship between senior managers and fronthaeagers provided the context for
individual initiative, while a shared confidence @my those who worked together
across organizational boundaries framed the enwiemt for inter-unit support. 3M was
able to implement a philosophy based on a beli¢ghénindividual, stimulating ordinary
people to produce extraordinary performances, tioally renew themselves and the

organization.

4.3.5 Conclusions

As a consequence of the mentioned philosophy, 3ahstrong commitment to
developing knowledge and expertise of its employets model starts with the
individual development objectives and assessmemtegs that every new employee
must go through. That objective is supported thhougternal business courses,
company-sponsored participation in external edanati programs, and developmental
assignments that provide experience in activitiehsas preparing financial statements
and participating in audits.

Anyway 3M recognizes the limits of formal trainipgograms, and has built a
major part of its knowledge development into they-tta day operations of the
organization, encouraging knowledge transfer andlieggion throughout the
organization. At 3M training and development playmajor role in building the
different competency profiles required, but its m@eh is far from the traditional model

built around standardized training programs.

4.4 The Abb Case

4.4.1 Overview

ABB, formerly Asea Brown Boveri, is a multinatior@rporation headquartered

in Zirich, Switzerland, operating mainly in the pavand automation technology areas.
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ABB focuses on two core businese®ower Technologies and Automation
Technologies and the ABB Group of companies operatearound 100 countries and
employs around 135,000 people. ABB Power Technetogierves electric, gas and
water utilities as well as industrial and commdrciastomers, with a broad range of
products, systems and services for power transomisdistribution and automation.

ABB Automation Technologies blends a robust prodamtl service portfolio
with end-user expertise and global presence toseteBolutions for control, motion,
protection, and plant integration across the faige of process and utility industries.

The most recent outcomes can be synthesized asvioll

ABB AT A GLANCE
2007 2006

Orders received 34,348% 27,048
Revenues 29,183 23,281
Earnings before interest and taxes (EBIT) 4023 2,557
Net incomu 3,757 1,39(
Stockholders' equity (Dec 31) 10,957 6,038
Total assets 31,001 25,142
Capital expenditure 756 536
Research and development expense (core 1,173 1,066
divisions)

Earnings before interest and taxes/Revenues 13.8% 119%
Net cash from operating activit 3,054 1,939
Number of employet 112,000 108,000

Table 4.2: ABB at a Glance

Furthermore, all 19 teams are self-directed, makiegisions within their
charters without seeking management approval. Ther£00% self-inspection and

employees evaluated by peers, customers, and stgpli

® Available athttp://www.abb.com/
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4.4.2 The ABB Organization

ABB is a classic global matrix, framed by strongsimess and geographic
managements. And despite such a structure, ABBnieasaged to grow from $ 17
billion in revenues in 1988 to $ 34 billion in 1995

Structurally, ABB is built around a global matrixt one level, the company can
be viewed as a $ 34 billion global behemoth. ButOCEarnevik prefers to describe
ABB as a federation of 1200 small national compsasigread across the globe. Each of
these frontline companies is quite small; mosthei in turn are divided into four or
five profit centers, each employing about fifty pand generating $ 10 and $ 20
million of revenue. But under Barvenik’'s principtd radical decentralization, each
company is structured and treated as a distinanéss and as a free-standing legal
entity. Between the frontline of these 1200 litttempanies ant the top management is
the level of regional segment/business area masagédto form the geographic and
business arms respectively of ABB'’s global matrix.

In contrast to the eight of nine layers of managemie@ its predecessor
companies, in ABB there is only one intermediateeldetween the Group Executive
and the 1200 frontline company managers. And, @pke with the principle of radical
decentralization, staff support at this level ofragement is extremely thin.

4.4.3 From Westinghouse to ABB

Historically a part of Westinghouse’s transmissaol distribution business, the
unit had a record of modest profitability and alinone growth. But after it had been
acquired by ABB in 1989, its revenues had grownnimyre than 45 percent in four
years, while its profitability had improved from 7@ 99 percent, cycle time had been
cut by 70%, and inventories had been slashed by 40%

Don Jans had spent 2 years in Westinghouse, thetHese as the general
manager of the relays business. Yet it was who dracen the radical performance
improvement of the same unit. Also Joe Baker, leisggaphic boss in ABB’s matrix
organization, was a Westinghouse’s veteran ofytmime years. How could the same
people, managing the same business, achieve sdatalha different results with a

change of corporate ownership? Baker stated:
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“In Westinghouse, we recruited first-class peopled athen wasted all the
investment by constraining them with a highly autarian structure. In ABB, we
spent much of our first year thrashing out how vl work together. ABB’s senior
management spent a huge amount of their time iAakahay intensive communication,
taking the message to the frontline managers thay tvere responsible, that they need
to initiate, to question, and to challenge. In ted, it was this culture of delegated
responsibility and intensive communication that mathis organization work.”
(Ghoshal and Bartlett, 1997).

Westinghouse’s problems had two root causes: owargification that had
spread the company’s strategic and managerial messutoo thinly, and over
decentralization that had insulated top managenienh the true direction and
performance of businesses.

To overcome the first problem, Kirby divested 15 jonabusinesses and
withdrew from many of the company’s activities adésthe United States.

To deal with the second problem, he implemente@drapcehensive strategic-
planning system at the corporate level to managedmpany’s portfolio of businesses
in a more coordinated manner. On the top of thegnktitutionalized a system known as
Vabastram (Value Based Strategic Management) tdegthe company into growth
businesses while restoring managerial and finacsaipline in the operating divisions.
Vabastram was basically a Wall Street play, butmtsn internal effect was to force
managers to take a very short-term view in ordemsximize their impact on stock
value on a quarterly basis.

For several years, Kirby’s strategy of restructgraperations and recentralizing
control yielded good results as inefficient plawere closed, marginal businesses sold,
and management attention was focused on cost ¢ontro

In this organizational context Jans was offeredfings general management job
heading the company’s underground distribution df@mmer business. Driven by the
relentless demands of the new systems, he pushddohacosts but found that after
years of cutting, most of the juice had been sogedom the division. If he was to
meet his numbers, the only alternative was to bpases. So in 1981, in the midst of
recession, he increased prices five times in alesiygar. In 1983, the financial

performance of the business had slumped back altnoshere it was when he had
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begun. Danforth attacked the challenge with eneagg a new, more expansionist
approach that initially provided some hope for fliole managers like Jans in
Westinghouse’s traditional businesses. Danforthubegnew phase of decentralization,
he eliminated a number of layers of corporate staifl greatly simplified the
headquarters’ review requirements for businessustitategic and financial plans.

In 1986, at the end of Danforth’s tenure as CEOn Dans was offered to an
opportunity to return to a general management jeading the company’s relays
business based in Coral Springs, Florida. Vabastvamstill king and Jans soon found
that he had to radically revise his ideas for boddthe business. As a matter of fact,
Westinghouse held off investing in the developnuamew products, choosing instead
to continue manufacturing its traditional electramanical line.

In 1989, Asea Brown Boveri (ABB), the Swedish poweguipment company,
made an offer to acquire 45% of Westinhouse’s trassion and distribution division,
of which the relays business as part. Knowing #hBB already had its own more
modern relays operation in the US, Jans and him teembers assumed that the old-
time Westinghouse managers would be swept asid&akieever. But, on their surprise,
ABB invited most of the key people to stay on.

This situation required Jans and his staff to managn environment like none
they had ever seen at Westinghouse; they felt thbggun completely new careers,
demanding fundamental changes in their businessrg®ns, organizational practices,
and management styles. The context was completi#grant. at Westinghouse, Jans
had five layers of management between himself badCEO; at ABB there were only
two. At Westinghouse, decisions had been top-dowm shaped by political
negotiations, whereas at ABB Jans found that tloosthe front line were expected to
initiate much more, and that issues were decidetth@ibasis of data and analysis.

Looking beyond the difficulties the business faced that period, Percy
Barnevik, the CEO of ABB, was convinced that theatk-long sag in demand for
power equipment would reverse itself as existingigroplants in the industrial world
became obsolete and as a large group of induginglicountries focused on building
the infrastructure for their own entry into the tigefirst century. To achieve this
ambition of “conquering the globe” in the power ustry, he would have to build a
unique organization that could resolve some funddahgaradoxes. On the one hand,
the new technologies and economies of scale negetssaneet the expected demand

could be developed only by companies operating glolaal scale. On the other hand,
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because of the high level of the government owmersimd control over utilities,
companies with a strong national presence and télilexibility and agility of a small
business would garner most of the new orders. T$iervof Barnevik for ABB can be

summarized as follows (Ghoshal and Bartlett, 1997).

“We have to be global and local, big and small, icadly decentralized with

central reporting and control”.

The small, local, and radically decentralized elet®éhad to become the new
organization’s foundation, its core; and the bigpgl, and central reporting and control
characteristics had to be the overlays. It was marozation designed to encourage
individual initiative and ensure personal respoitisjp What this philosophy meant for
Jans was a total revolution of his role within deenpany. Supporting and guiding him
in his decisions, Jans had access to a seven-pemsomittee that met three or four
times a year and acted as a small local board ferfiontline company. With
membership drawn from ABB’s global relays divisidhe US power transmission and
distribution headquarters, and colleagues runnaigted frontline companies within
ABB.

The radical decentralization of resources and mesipdities also penetrated
deep into the formal structure. Like most compargsjalents, Jans quickly restructured
his company into five profit centers, pushing respbility and accountability down
deeper into the organization. The philosophy of mg\people and ideas beyond their
traditional boundaries also touched staff groupsil®Vthis structure of decentralized
responsibility was a key element of what Dan Jand his fellow Westinghouse
expatriates described as their “rediscovery of rgament” there was something else
that was far less tangible in the new context, shing that helped them use their
abilities in ways they could only have dreamt abatit\Westinghouse. It was a
management model personified by the new leadetsréuefined the very way they
thought about their jobs.

From the very fist meeting with ABB managers, Jand his colleagues were
swept away by the difference in management style.tWwo senior ABB executives also
sent a strong message that the acquisition wouldfallow the traditional takeover
model in which the parent immediately establishestrictive strategic and operating

boundaries around the acquisition. Moreover Jarssam@azed by the fact that he could
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approach Barnevik and Linhal as colleagues ratm@n superiors. As the relationship
progressed, Barnevik and other top executives sgeémbecome even more engaged,
in ways that were both challenging and supportive.

Along with their clearly articulated vision abouetfuture of the power industry,
Barnevik and Lindahl also conveyed a strong seifisaeocompany’s core values. In
doing so, they wanted to inspire people to connattt the company’s broad mission in
a very personal way; to see the company as the sniearwhich they could have a
personal impact on issues of major importance énvibrld. Barvenik and his top team
spent an enormous amount of time representing ageanent approach and operating
style that reinforced the organization’s beliefttladividual initiative and personal
responsibility were at the heart of the companyigdgsophy. Nowhere was the new
openness of communication more clearly evident timathe contrast between the
strategic management processes at Westinghousat #BB. Where Vabastram was a
top-down, staff-managed, financially driven modwettfocused managers on short-term
operating performance under threat of divestmerBBArelied on an interactive,
bottom-up/top-down process that was designed tagmgnanagers at all levels in an
ongoing dialogue about how to build and defend {targh sustainable advantage. At
the end, they created an organizational atmosphewhich employees felt involved
and engaged on an individual basis and at a vesppal level.

Beyond the obvious fist step of eliminating dozesfsunderused reporting
formats, organizations in reshaping themselves bhadertaken a complete overhaul of
their systems design to refocus on serving the x@édhe frontline managers. ABB
undertook such a revolutionary step with the desfnts ABACUS system (ABB
Accounting and Communication System); developeceuride assumption that “every
line manager must learn to become his or her owtralber” ABACUS tracks thirty-
two performance measures that can help frontlin@agers monitor their business
operations. Reports are released simultaneousiyanager at all levels within the
organization; top level executives receive the sdata in the same formats at the same
time as those in the individual profit centrespaihg to democratize information. The
objective was first to serve the needs of operdengl managers in identifying and
diagnosing problems, and secondarily to providecsemanagement with a means of

monitoring performance.
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4.4 .4 Conclusions

Goran Lindahl, Percy Barnevik’s heir apparent asBABchief executive, has
long conceived his role primarily as being teads coach to those reporting to him.
By his own estimate he spends more than half otifvis “developing engineers into
managers and managers into leaders”, a very timswrning process that requires him
to carefully define and manage what he describéthadramework” within which each
individual should be allowed to operate freely. Thallenge is gradually to loosen and
eventually to remove the boundaries, controls, esstrictions, at which point the

individual can be described as a true leader. lahdihgued:

“When we have developed all our managers into leadee will have a self-

driving, self-renewing organization”

ABB is very clear about its expectations of its died and senior-level
managers. The company’s “policy bible” defines thke&ly role as being “to support and
coach new managers”. It also places a great valu¢hose who become givers —
managers who have exceptional ability in attracang developing talented people as
candidates for positions in other parts of the canyp

ABB’s remarkable success in transforming tired lol@- companies into
entrepreneurial competitors has caused the compangecome an organizational
benchmark that many others have tried to emulaimeShave copied the global matrix
structure in the belief that it holds the secrdbetng able to internalize the complexities
and contradictions of their operating environmeothers have modelled their
management systems after ABACUS, diffusing detdmeidconsistent information deep
into organization; and more still have been impedsenough by the philosophy of
radical decentralization that they too have createl@pendent frontline operations in
which they hope entrepreneurship will flourish.

ABB’s statement of its values in the company’s fpplbible” defines clearly
the expectation that individuals and groups intefadth mutual confidence, respect
and trust...and remain flexible, open and generolisése strongly ingrained corporate
norms of mutual trust and support have created ranraament that encourages
frontline managers to reach beyond the boundsesf dwn formal responsibilities and
rewards them for doing so. Top management recogranel rewards those who are

seen as “givers” (managers able to attract andloevalented people who become
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internal candidates for other parts of the orgdammnq And ABB’s top leaders also
explicitly require managers to be “effective tealayprs” as the policy bible puts it.
However, ABB cannot rely on “spontaneous combusttordrive the intensive
knowledge sharing that is required if they are ¢évedop organizational learning as a
source of competitive advantage. While the top lleeatext setting and the frontline
personal networks can provide the enabling constir this vital horizontal process,

it is the middle managers who are the best placethtourage the cross-unit linkages.

4.5 Other interesting cases

In the previous paragraphs of the present chaptee texamples of successful
companies have been presented, but there are m#mwr @rganizations that
demonstrated the ability to survive and succedtlércomplex actual scenario.

ISS — Integrated Service Solutions is one of theldiglargest Facility Service
Groups and was founded as a Danish security compamgas founded in 1901 and
today operates in 50 countries has more than 4@@6tployees and more than 100,000
business-to-business customers. ISS is the coaswlidf its industry and has expanded
substantially through organic growth and acquisgioSince 1998, ISS has acquired
more than 350 companies and added more than 20860@mployeds At the heart
of ISS’s success is an organization composed ofll Sm@#ependent units to which
employees feel an intense loyalty and where ergrequrial initiative is allowed to
flourish. Beginning in the 1970s, the CEO broke ¢benpany’s structure, allowing his
frontline managers to expand in new areas. To comgate his vision, he created a
new service-driven philosophy called the Magic Falanand focused on some small
companies per country, focusing each on creatimiisténct business built around a
specific market segment. If at a glance it seens i8S has a large aggregated
organizational units, the focal point is how thdfatent units are perceived and
managed; in ISS, the top management has the rabpibypdo create the working
environment that would stimulate and support eadividual to becomeelf-motivated.

Skandia is one of the world’s leading providersqoflity long-term savings
solutions. Skandia is active in over 20 countriedaur continents. The Skandia Group

is owned by Old Mutual plc an international saviagsl wealth management company

" Available athttp://www.issworld.com/about iss/history/Pagedtiigaspx
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based in the UK. Originating in South Africa in 534he group has a balanced portfolio
of businesses offering asset management, life assey banking and general insurance
services in over 40 countries, primarily South édri Europe and the United States. Old
Mutual is listed on the London, Johannesburg amdkBiolm stock exchanges, among
other’. Skandia managed the transition to an Organizatidearning focus by
recognizing that it had to compete on its orgamral capability to adapt and learn
from the emerging companies. Furthermore Skandid to attract and retain the best
people, as it recognized that competitiveness dépem the value of its knowledge
assets. At the heart of Skandia’s success wasdihygtian of a federative organization
that emphasized a delegated responsibility andvishail initiative; vital to this effort
was the ability to create a distributed organizatrowhich information, knowledge and
expertise flowed easily.

Intel Corporation is the world's largest semiconnducompany and the inventor
of the x86 series of microprocessors, the processond in most personal computers.
Founded on July 18th, 1968 as Integrated Electso@iorporation and based in Santa
Clara, California, USA, Intel also makes motherloahipsets, network cards and ICs,
flash memory, graphic chips, embedded processaord, ather devices related to
communications and computing. Originally known paity to engineers and
technologists, Intel's successful "Intel InsideVextising campaign of the 1990s made it
and its Pentium processor household ndmiBsse only way Intel had to survive in its
business was to recruit the best brains and tostrevdot in training to let them manage
the rapidly evolving technologies. With this ainmtdl promotes its own university,
offers to its employees a lot of courses and thesipdity to have sabbatical periods in
order to stimulate them to get more and more kndgéde

Andersen Consulting is a global management comgplltechnology services,
and outsourcing company; by 2000, Andersen Comguliad achieved net revenues
exceeding US$9.5 billion and had more than 75,000l@yees in 47 countries, whereas
Arthur Andersen had revenues of US$9.3 billion witker 85,000 employees
worldwide in 2001. Andersen understood that a caompaan maintain its

competitiveness only though the knowledge, skalts] motivation of its employees.

8 Available athttp://www.skandia.com/about/index.asp
® Available athttp://www.intel.com/intel/index.htm
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4.6 Common patterns emerging from the cases

Companies like McKinsey, 3M and ABB created orgational structures
drawn on integrated networks, to facilitate theribstion of capabilities and expertise,
gathering them through horizontal flows of informat knowledge and other resources.

For example, in McKinsey, cross-offices personnahdfers are very common,
either on short-term assignments or longer-ternoceglons. McKinsey consultants
learn very soon that that their personal effectgsnand long-term survival depends on
their ability to build effective personal networkBurthermore McKinsey tried to
formalize its non-hierarchical relationships, byings the industry and functional
specialization groups to reinforce the informakéges that existed among industry and
functional specialists, often isolated within thieidividual local offices.

3M recognizes the limits of formal training progsnand has built a major part
of its knowledge development into the day-to dayrapions of the organization,
encouraging knowledge transfer and applicationugihout the organization. At 3M
training and development play a major role in haoddthe different competency
profiles required, but its approach is far from ttmaditional model built around
standardized training programs.

ABB'’s “policy bible” defines their key role as begjrito support and coach new
managers”. It also places a great value on those vdtome givers — managers who
have exceptional ability in attracting and devehgptalented people as candidates for
positions in other parts of the company.

The main characteristics shared by McKinsey, 3Md a&ABB and which
guaranteed the survival and success of these Gam$e highlighted as follows.

Each of the considered companies has a strong domemt in the diffusion of
knowledge and a main focus @mganizational LearningThey are characterized by the
ability to innovate consistently and rapidly thrbutpe ability to be global and local at
the same time; these organizations are charadieligze radical decentralization and a
strong exploitation of individual initiative.

Management of these companies stimulates peop#&fsorganization rather
than rigid control by the board of direction, en@ging bottom-up processes, rather
than top-down ones.

The companies adopt an holistic, ecological apgroer human resources
development and there’s a constant balance betvggreralist perspective and

73



Lessons Learned from Corporate World: Three Hist®ri

functional expertise; traditional training is alveaguaranteed but day-to day operations
are considered both important, finding its theasdtirelevance in problem solving
approach.

The considered organizations invested a lot in logieg the expertise of the
employee in order to continuously enhance and wggtiaeir capabilities and to support
horizontal flow of information and collective prases of shared learning. A first step
in focusing on human resource refers to the raoerit of people who are more skilled,
motivated, intelligent, in other words first-clgssople.

It appears clear that, accordingly to the theoaéfcopositions mentioned at the
beginning of this chapter, knowledge and learrang fundamental key in order to
survive and succeed in the complex environmentviedge is replacing Capital as the
critical scarce resource and companies as McKirddyand ABB moved from the old
doctrine of strategy, structure and systems to aoaa broader philosophy focused on
people. In other words the secret of success otanhsidered companies relies on their
ability to self-organize and to promptly gatheregrial or internal knowledge to handle
a new and unpredictable configuration of their bass environment; in this view,
human component and Intellectual Capital coveratesgic role and management has to
facilitate the conditions for adaptation and exatmm.
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THEORETICAL PROPOSITIONS

EVIDENCE FROM THE CASES

Knowledge can be considered the ng
strategic organizational asset to
continuously adapt to change and to
survive in complex environment
(Ghoshal and Bartlett, 1997)

Each of the considered companies hal
strong commitment in the diffusion
knowledge and a main focus
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With the attempt to reply to the first research-gulestion How can we identify
the managers’ educational needs in the actual cemptenario’we can say that the
primary educational need for managers is to retluedead-time to learning, because of

the high rate of change. Furthermore, the curreatins to develop:

» creative problem solvers,
» self-organized learners,
* managers of complexity,

e cross-cultural leaders,

encouraging self-motivation and introducing selfanized learning methodologies.
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5. DEVELOPMENTS IN BUSINESS AND MANAGEMENT
EDUCATION

5.1 Introduction

The aim of this chapter is to answer the seconehared sub-question of the
present work, that i$dow can managers’ educational needs be satisfied?

As globalization enhanced the connection and thenmenication among
people, society and business changed too, gengnagw and important opportunities
and risks for individuals and organisations.

In such a context, management education have aatrume to play in
optimizing the way organizations are managed, Wit aim of ensuring the best
possible level of growth and success. Cornuel (R@8gues that management education
should not stay “out of the societal game”, as ifre® economy system continuous
growth may allow the system to continue to devedopl share a higher amount of
wealth. According to the same author, managememtatibn has two major roles to

play:

a) the techniques and methods being taught and résehaould lead to a general
improvement in managerial modes, and therefore pmized economic
growth;

b) the soft elements integrated into the curriculauthoaise awareness of the role
of managers in society as regards the objectivaazHting more social cohesion
inside and outside organisations.

Management education may be oriented by one ore nodrthe following
purposes:
e practical purpose, related to the organization’y wifunctioning and the rules
to be adopted;
e cultural purpose, related to the understanding dfatwis at stake in

organisational theory and to its critical applioati
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» scientific purpose, related to organisational pimega, concepts, strategic
research, etc.;
» professional purpose, related to techniques andeladd be used in order to

manage a business.

At the end, the particular global environment digsct before, provides a great
opportunity for institutions as business schoolsf I also raises a number of
challenging issues, particularly for those locatethature countries.

In order to give a real idea of the real offer oaMdgement Education, the
following paragraphs refer to the role of Busin8sfiools and the Masters of Business
Administration, with a particular focus on theirganizations, contents and critical
aspects. The chapter will be closed with some denations that rely on the mismatch
between the design of the major MBA programs aredréal managers’ educational
needs.

5.2 The Role of Business Schools and MBA Education

Cornuel (2005) argues that in the 1950s, as mucthenUSA as in Europe,
Business Schools were seen as insignificant byiesl faculties such as philosophy,
literature, medicine, physics, chemistry, and ggléaculties, and their practical aspect
was looked down upon. Several years were necessajiye to Business Schools the
real legitimacy in the field of education; anywdyetlegitimacy of business schools
should invite reflection on the weaknesses of tiséitutions in question. An analysis of
the functions of business schools and managemeultits in universities leads us to
observe first of all that they appear above allb® places busy “reproducing” or
“miming” reality. Where science faculties descrilmeanagement teaching institutions
imitate. Business schools have been charged witigdobad job of meeting the needs
of their students and industry for effective ediaratand relevant knowledge (Pfeffer
and Fong, 2004).

Business schools have been accused of doing a jpboof educating and

preparing their students (e.g., Mintzberg and @&gsli2002) and a poor job of
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producing research relevant to the practice of mament (e.g., Davenport, Prusak, and
Wilson, 2003).

The most basic and fundamental issue related tin8ss Schools is to identify
the roles that they cover, or should cover, in etyciin this sense, many roles can be
considered.

One possible function of business schools might deeeloping relevant
knowledge and encouraging critical thought and inguabout organizations and
management. In this role, business schools woubdige a critical consideration of
business, not only for the business world but dtsobroader social interests and
concerns (Pfeffer and Fong, 2004). Unfortunatelysitess schools are not currently
fulfilling this role in an efficient way; as Trandnd Rynes argued (2003), business
schools and their faculties “have abdicated the oblscientific, objective observers of
business who are willing to engage in public disseudrom the perspective of society
as a whole”.

In order to satisfy a second role, Business Schoaifit take the lead in making
management profession this would entail articulating a set of professbvalues and
responsibilities and developing standards of psifeml conduct organizational or
business management. The importance of this kimbohative role can be justified by
the definition of a profession which relies on ttlea that an expert applies his or her
knowledge for the benefit of the clients and, adouly to a set of professional ethics
and standards that justify public trust (Frieds2@01). Unfortunately, there is little
evidence that business schools are enforcers dégwmional standards and norms of
conduct.

Another role for business schools might be the ldgveent of studentritical
thinking and analytical abilities; the pedagogical approathintegrative thinking
(Martin, 2002) is based on the idea that problemsiot come compartmentalized by
subject area and have to be solved through anratezh decision-making process.
Again, few schools take an integrative approachusiness and business organizations,
as a matter of fact, the emphasis is more on diseypased courses rather than on a
process of inquiry and question asking (Mintzberd &osling, 2002).

The real problem is that education, including hrgbducation and business
education, is increasingly seen as an industry,ascd mechanism for socializing and
educating (Pfeffer and Fong, 2004).

79



Developments in Business and Management Education

With a particular focus on Business Schools, Poated McKibben (1988)
argued that these educational institutions do rmepare for the characteristics of

business environments.

5.2.1 History of MBA programs

The Master of Business Administration (MBA) is calesed the requirement for
managerial position in many corporations and psitesl services firms.

In the spring of 1908, a meeting between two psiesand a famous engineer
would change the course of university system hystdirederic Winslow Taylor
received a visit from Wallace C. Sabine, the delaHarvard Graduate School and the
Economics Professor Edwin F. Gay (Déry et al., 200®ie meeting concerned the
pertinence of implementing a university Managempriagram based on Taylor's
works, according to which management could onljelbened in concrete work settings.
The results of the meeting was the establishmeiat £thool dedicated specifically to
Management Education. The Harvard Business Sclamokanto being and the MBA
(Master of Busienss Administration) progressivelgkt shape. Standford introduced the
second MBA in 192; anyway Harvard and Standford teathce some problems; they
had to contend with unenthusiastic sponsors froenkihsiness community, skeptical
students and cynical university colleagues. Thinige students enrolled in the Harvard
MBA program in 1908, only eight returned for the@ed year and four MBA degrees
were grented in 1919 (Mintzberg, 2004).

Business Schools then became well established siteguniversities and
countries (Déry et al., 2006). From about 40 in5,9he next ten years business school
became about 180 (Cheit, 1975); 110 masters degrers granted in 1920, 1017 in
1932, and 3357 in 1948 (Gordon and Howell, 195%it tBe academic quality did not
follow the same trend; by the end of 1940s, theas w inability of elite institutions as
Harvard, Stanford, Columbia, and Chicago to respmnthe call for a new type of
manager: business was changing rapidly and the ledge available not yet.

In the late 1950s, two major studies were commmegidoy the Ford Foundation
(Gordon and Howell, 1959) and by the Carnegie Carjpan (Pierson, 1959) in order to
consider the straights of the American Busineso8ish Pierson argued for analytical
and rational decision making as the key to managem@ucation, on the other hand,

Gordon and Howell search for academic respectgbilihe proposed solution was a
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command of analytical and research tools from fumetstal disciplines as well as the
training in physical and social sciences, mathersadnd statistics, combined with the
ability to apply these tools to real business poid. The insights coming from these
two reports were widely adopted by business schafdlsat period.

Thelecture methodMintzberg, 2004) was introduced in the Harvard M&nd
the use of examples became widespread, givingteithe case study method. Cases
had the aim to invite students to analyze a reablpm presented by a real
businessman, and to write a report emboding aisaluthe use of cases increased and
gained its success under a new dean of Harvarda¥éaDonham who assumed that
cases would be used to introduce theoretical is$eealso believed that the writing of
the cases would encourage the generation of treathe interest of the student.

Management education bifurcated into two directibpghe 1960s: some of the
existing prestigious schools, such as Wharton, &juc and Stanford adopted
Carnegie’s academic approach, while others reledHarvard’s case orientation that
seemed to be more pragmatic (Mintzberg, 2004)therowvords, Carnegie’s philosophy
considered management ascence while Harvard’s philosophy viewed management
as aprofession Since the 1960s a certain stardandization hantplace, highlighting a
similar composition of courses from school to sd¢haod from country to country
(Wind, 1999).

In the early 1990s, business schools were saltout of touch with the real
world of business. Again, schools responded bylawdmg their curricula — this time
by adding more practical skills to their MBA progra.

5.2.2 MBA Contents

The analysis of the major MBA programs reveals thatards the end of the
20th century, business management came to coris&k Geparate Branches (Human
Resource management, Operations management orctimdmanagement, Strategic
management, Marketing management, Financial marnagernmformation Technology
management).

The biggest debate of the MBA history referredhe tontraposition between
generalisticand specializedknowledge, as one school of thouth encouragedrgkene
knowledge about business conduct, and the otherreef on knowledge about issues of
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specific industries. The typical business schoalato is aboutspecialization not
integration, of the business functions.

Even if Business Schools was born with the aimniggrate social science
disciplines around concerns of “administration”ms&thing goes wrong and they were
absorbed into the business functions as financé&emeneurship, insurance and
business management, marketing, and so on. Sose filnections came to dominate the
business schools, around which all the activitieweworganized, and they became
increasingly disconnetted from each other (Mintghb@004). The main consequence of
this kind of content organization is that studesnts left with the passive reception of
disconnected ideas. Business managers certainlg bavunderstand the business
fuctions, but the practice of business is not thmes as the practice of management.
Management is about these things but is more tharstim of the understanding of
them.

As stated in the previous paragraph, Harvard arahf&td approaches are
considered opposite in terms of perspective of mament; actually these two business
schools have a common point: they converge towatbduainess” orientation rather
than a “management” orientation. Their studentsehay management experience and
the management they learn takes the form of decisiaking by analysis, relying on
the business functions (Mintzberg, 2004).

Actually, there is a kind of knife-edge in MBA edtiion: on the one hand there
is B: specialization in théusinesgunctions, specially for people with little expamice;
on the other hand there A for administrationmeaning management, with programs

designed to educate practicing managers in co(trtzberg, 2004).

5.2.3 The Crisis of MBA

For some the MBA was only a program of study whieking gained credibility
as a discipline through recommendations aimed aviging knowledge, while for
others by definition the MBA could only be at best imitation of university studies
and at the worse a perverse approbation of thesegseof an unbridled economic
liberalism (Déry et al., 2006).

In the new millennium the situation has become num@plicated since more
and more Business School academics are critici@aghing, especially those of the
MBA programs. For some of them the MBA programs damse teaching and this
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leaves the door open to instrumental rationality an the name of efficiency
encourages unethical behaviours (Gaujelac, 2008)er® think that the MBA is not
really useful (Pfeffer and Fong, 2004) and thatcauld even be harmful to the
performance of businesses which are careless entwgrely on the analytical
capabilities of holders of MBA diplomas (Mintzbe§)04).

Watts (1997) stated that MBA “is the only globakfication, the only license
to trade internationally, but Mintzberg (2004) agduhat this sentence is nonsense, as
management cannot be consideres neither a sciarca profession; it remains an
integrated part of the practices of everyday livi@mt of any doubt managers have to
rely on a huge base of knowledge, but accordingitizberg (2004) MBA programs
fail to develop managers and give a false impressib managing, as they can be
considered only business education. The authoralgoed that MBA programs offer
“specialized training in the functions of businesst general educating in the practice
of managing”.

Porter and McKibbin (1988) considered the currioulas a useful and logical
starding point that provides the structure for ¢ldeicational delivery system; the point
Is that conventional management education has teshrstructure.

It made no sense to continue to adopt the conveadtitamework that has
dominated MBA and the major management developmegrams (Mintzberg, 2004),
that can be viewed as a simple composition of mexiabout separated functions, as
marketing, finance, accounting, and so forth.

In April 2002, the Management Education Task FavEdhe Association to
Advance Collegiate Schools of Business (AACSB) ess@a report questioning the
relevance of business school courses. One of the rmeommendation was to focus
more attention on “basic management skills, suchcasmmunication, leadership
development, and change management and preparg@enariar global adaptability.”

Richard E. Boyatzis, Scott S.Cowen, and David AlbK@.994), criticized the
MBASs orientation, defining it as too analytical,trgractical and action oriented; lacked

interpersonal skills, communication skills in pautar.
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5.3 The Debate about Business Schools and Corporafaiversities

The challenge of globalization emphasizes the mglaf societal frameworks
which focus on new forms of inter-organizationabgeration and alliances between
enterprises and knowledge producers. In this vibe,neo-liberal solution must give
way to the promotion of learning by people, firmsdaregions and to creating
appropriate learning environments. The main actdrshis kind of cooperation are
Corporate Universities and Business Schools.

Corporate Universities represent a growing trenddmpanies and in learning
scenario. They originated from the arising of tragndepartment into a degree granting
branch of major companies. In 1993, corporate usiites existed in only 400
companies. In 2001, this number jumped to 2,00@&(Me2002). Corporate Universities

are set up for a variety of reasons, that are:

* Organize training;

» Start and support change in the organization;

» Get the most out of the investment in education;

* Bring a common culture, loyalty, and belonging tcoanpany;
* Remain competitive in today's economy;

* Retain employees.

Even if the partnership between Corporate Univiessiand Business Schools
can be successful, it has often generated soméatenés these two actors actually are
characterized by different perspectives. On thelwarel, Business Schools capabilities
in terms of contents, know-how, relational netwsdem not disputable but they are
extremely rigid, not changing oriented, with toadaerm of planning and so not able to
satisfy the requests coming from organizations.ti@nother hand, there are very few
Corporate Universities with a significant know-h@amd necessary infrastructure to
operate efficiently.

Business Schools have to be the centre of a nettf@k has enlarged its
traditional boundaries through ICTs, to become ‘armanners”, to support flexible
teams coming together to develop and diffuse vatuthe different firms’ network.
(Lorange, P., 2002). On the other side, Corporatevéysities might be open to the

external environment, with flexible infrastructurasd really technology oriented.
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In order to answer at the growing demands of legrntcoming from the
economic and social scenario, the basis of thalsothtion between Business School

and Corporate Universities should be to:

e createvalue
« developnew opportunities of learning
e optimize costand resources;

e recognize the differerget of competencekeveloped;

The main challenge in this scenario has represdmnyetie need of realizing a
major integration between Business Schools’ know-famd the new and interesting
request of the Corporate Universities. Accordindgedoange (2002), the creation of this
partnership between Corporate Universities and riassi Schools depends on their
capability to create partnership, to offer a sexvaf mentoring, and to allow the
learning path in a neutral environment.

In a more enlarged view of firm’s value chain, theelopment of new learning
process is not only an employee perspective kailtniays more a need diffused between
all the organizationsstakeholders

Partnerships with external actors is a challemgkaanecessity of the function of
the universities in contemporary society. The paghips may refer to three major

categories:

a) partnerships with other academic institutions iesidd outside each country;
b) partnerships with the public sector and non govemtand voluntary bodies;
c) partnerships with the private sector, namely capons, companies, banks etc.

In this view the vision should be a Stakeholdervdrsity, more flexible than the

traditional Business School but more specializemhtiCorporate Universities, better

equipped to face diverse and wide challenges cofmamg the global environment.
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5.4 Conclusions

The changing scenario of 2tentury suggests a wholly different approach to
developing managers and it seems necessary to elmmgconcept of the world of
management education. In order to think about @&ebetpproach to management
education, we have to get back to fundamental nstaf learning.

Recently, the expansion in business educationaghgeved by sacrificing part
of the educational quality and academic standasdsuaerous schools sought to sell
their reputation and the MBA credential to gainatments and revenues (Pfeffer and
Fong, 2004).

Management education institutions should adorg mn-depth change, in order
to redefine research, educational content of prograand the roles of teacher-
researchers (Cornuel, 2005). The societal roleusiness schools has to be reinforced:
they cannot remain only “technical units”. The rofenanagers becomes crucial, and as
a consequence, management institutions have ta #doamselves and to be able to
make a positive contribution, re-thinking thenustures and education processes.

It seems necessary to shift from business eductdioranagement educatipas
Mintzerg (2004) strongly argued, managers neednttetstand and be confident with
the business functions that represent the langoadeisiness, but it is not enough to
gain experience about the practice of management.

Furthermore, Business school needs to create managt global business
capabilities succeed in the global economy (Andrang Tyson, 2004). It is necessary
to rethink teaching and learning to provide futuranagers and leaders with the
perspectives, knowledge and skills that enable misgtions to realize the potential
value from the workforce and their knowledge.

There are a number of pressing issues facing neamagf education institutions
(Hawawini, 2005). First of all, there is the inssa need to introduce soft skills.
Business education programs in general are desigomesidering a large contribution
about quantitative management skills and technigbhas managers are increasingly
demanding so-called sbft skills” that can include the ability to communicate
effectively, to collaborate, and to demonstrate esoamtrepreneurial and leadership
qualities. From a wider point of view, soft skiltisay refer to “societal skills”, as the
ability to make ethical business decisions, takingp account corporate social

responsibility and sustainable development. ObWoukis second challenge is more
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acute, and the effort should be not to createdstdone courses in ethics and corporate
social responsibility, but to incorporate theseéssinto the standard curriculum.

Another important issue refers to the effects édrimation and communication
technologies on teaching and learning methods. Ftben side of management
education, the characteristics of the new technetogow allow virtual environment
that can replace or complete the traditional ctamsrbased model of education.

At the end, Business schools and the other managfeaducation institutions
need to activate radical innovation in the humapitahcreation process for changing
not only thewhatof management education, but alsotibeof the process.

The what refers to the content of management education,stauld be cross-
disciplinary. Business schools need to be bettegnated with their physical and social
science and engineering counterparts (Kochan @0813) and to break the isolation of
disciplines within its programs and the integratodriunctional knowledge.

The how refers to the learning approach to be used; iulshgo beyond the
passive transfer of theoretical knowledge and dusth encourage the application of
practical knowledge. It is necessary to rethinkriesy to provide future managers and
leaders with the perspectives and mental models ¢hable organizations to be
successful in the environment in which they compeBeisiness schools have
traditionally provided a reflective learning spaeeplace to absorb information and

knowledge, but a new learning approach must bel@mobased and action oriented.
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Table 5.1: Trends and challenges for management edation (Source: adapted from Secundo and
Passiante, 2007)

It appears quite clear that the criticism to tlessical approach to Management

Education and the definition of thehat and how are perfectly coherent with the

claimed need to maximize knowledge productivity &aining productivity in building

competencies. Actually, the emergence of competehselescence calls for new forms

of knowledge architectures and organization, on ¢me hand, and for learning

strategies and approaches that enable lead tinnetred, on the other hand.
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6. TOWARD A COMPLEXITY APPROACH TO MANAGEMENT
EDUCATION

6.1 New perspectives on Management Education: hinfeom Complexity

Metaphor

The rapid changes and increased complexity ofytedaorld put new demands
on the whole education system, as there has bewrally a growing awareness of the
necessity to change and improve the preparatigreople for productive functioning in
the continually changing and highly demanding emvinent. Indeed, any strategy for
change must contend with the diverse factors affgcthe education system, the
interactions of its parts, and the intricate ingehdencies within it and with its
environment. Bar-Yam et al. (2002) considered thpsablems, and claimed the
possibility of using concepts and methods of thedwtof complex systems for
providing direction and strategies to facilitate thtroduction of viable and successful
changes.

Actually, there are important theoretical and rodtilogical issues for the
learning sciences that are raised by what mightcakéed the complex systems
framework that provides conceptual perspectives pmiaciples, new methods and
insights (Jacobson and Wilensky, 2006).

With the attempt to introduce complexity metapbansights, the present work
highlights three basic aspects to be adopted in agament Educationholistic
perspectivetrans-disciplinarityandself- organizationas it is shown in the following

figure:
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Holistic models
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Figure 6.1: Hints from Complexity Metaphor to enharce Management Education

In Complex Theory théolistic perspectiveefers to thesystemicview of any
type of organization, physical, social, biologiesld so on. The whole system is more
than the sum of the parts and only the analysih®finteractions among them allows
the knowledge of the phenomenon as a whole. Congystems cannot be understood
by studying parts in isolation: the very essencehef system lies in the interaction
between parts and the overall behaviour that ersdrgen the interactions. The system
must be analyzed as a whole.

The field of complexity is considerefrans-disciplinary as it cuts across all
traditional disciplines of science, as well as thad engineering, management, and
medicine. It focuses on certain questions aboutspawvholes and relationships
(Sommerer and Mignonneau, 2002) that maintain thelevance for all traditional
fields.

Finally, self-organizationrefers to theadaptive nature of complex systems:
system interacts with the environment: the systeacts to external stimuli by changing
and adapting through self-organization.

In the following paragraphs these three charasttesi of Complexity Metaphor
will be adopted as guidelines to be adopted in iangnt Education.

6.2 Focus on Holistic representation of knowledge

The adoption of holistic perspective is not new Management and

Organizational Science, because of the well knoebate about Mechanistic versus
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Organic View (Robbins, 2005). When the organizats@s conceived asmaching the
approach was clearly Mechanistic as managementaaulcro approach, and the basic
challenge was the search for rational, scientifingiples for handling men, materials,
capital and machines in order to guarantee thaggremd efficient scheduling of work.
Mechanistic approach was strongly connected with gredictability of the business
environment variables, as the trend in demand erptice of materials and products.
Anyway, in an environment characterized by incmegsorganisational complexity,
Mechanistic approach appeared quite inadequate aafiGeneral Systems Model”
(Bertalanffy, 1972) seemed to be more suitable. particular, von Bertanlaffy
highlighted that each organizational systems castibdied as a whole or organism that
is affected by its environment and in turn affeciézl environment. Actually the
introduction ofSystem Thinkinghoved the focus omacro issues.

Coming back to the attempt to adopt an holisticspective in Management
Education, the challenge is to consider an holigtesv of knowledge, according to
which any subject can be considered as a compositiall other subjects. In other
words, all disciplines are taken to be parts of mtegrated knowledge base and this
represents an important premise in order to rerorgathe fragmented knowledge about
the domain of Management Education.

The traditional approach to Business Managemeuntd&itn is characterized by
a discipline-based orientation and it relies oringar classification of knowledge
related to the different disciplines of BM: Humaredeurce, Operations, Strategic,
Marketing, Financial, and Technology Managementis Tieductionist viewpoint is
based on the misleading consideration that if am#erstands the elementary building
blocks or subparts, it become possible to formupateblems and infer consequences
marching upward in scales. Actually, a dynamic pective of Business Management
domain should break down the rigid and linear d&ssion coming from the
disciplines mentioned above and should be focused diolistic representation of

knowledge.
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Figure 6.2: From a linear classification to a dynarit perspective of Business Management
Education

In the 21st century it becomes increasingly difico subdivide management
into functional categories in this way: more andrenprocesses simultaneously involve
several categories and there is a common tendemagthink it in terms of the
processes, tasks, and objects subject to management

In order to adopt the dynamic perspective showrthm figure above, it is
necessary to identify a key concept that concditbeclassical disciplines of Business
Management Education and that can be adopted asbdkes of an integrative
framework of Business Management able to promatataral way to manage business.
As Business Mode{Rappa, 2001) is largely considered useful totereancepts and
tools that help manager to capture, understand,nmuortate, design, analyze, and
change the business logic of their firm, it is ahbié to be adopted as a lent through

which reorganize Business Management Domain.

6.2.1 Business Model as the unifying theme for Bus#ss Management Domain

The termbusiness modas a recent addition to the management literasume
largely a product of theot comera. It is entirely absent from all the most iefitial

books on organizational design, business stratbgginess economics and business
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theory through to the mid- to late 1990s. “Logicida“value” are core words in the
literature on business models.

Basically, the emerging consensus is that a bssinedel is an hypothesis of
how to generate value in a customer-driven mar&etpl The most parsimonious
definition of business model is by Rappa (2001)sptells out how the company makes
money”; and Betz (2002) similarly states that it“&m abstraction of a business
identifying how it profitably makes money” .

Even if terms adusiness modehnd strategyare often used interchangeably,
they are conceptually separated. The business nestablishes the principles and
axioms on which strategy is built. Strategy folloars from the business model and is
targeted to achieve competitive differentiation. Siane degree, the business model is
the “what” of business innovation and strategy“tien.”

Even today, most work on business models is taximcand descriptive,
classifying types of business model in lists, higawderived from multiple case
examples. We see an emerging consensus in therewesit scholarly discussions that
sharpens the concept and that also brings to trefrémt general issues that have
largely been peripheral, implicit or assumed witheuploration in the management
literature, particularly the nature of “value” in @ustomer-driven world and the
implication of the customer-provider-partner dynarfor evolving the principles for
designing organizations whose core operations oelynter-organizational links and
partnerships.

In the literature there are very few guidelines designing a business model.
Amit and Zott identify theoretical work on valueeetion that provides some inputs to
business model thinking (Amit and Zott, 2001), thed the same approaches mentioned
before.

Williams and Keen (2005) argue that in the grommgnber of industries that
are being commoditized by the forces of deregulatiad trade liberalization, global
sourcing of capital, capacity and talent, modwanit standardization of component and
process interfaces, and coordination technologgretls a rapid shrinkage in the total
pool of value to be shared out among competitorsutyh traditional competitive
differentiation. In that context, growth leaderKkoto create new value through a
calculus that balances value for the company, tistomer and third-party and partner
relationships. Here, the business model redefihes axioms and targets of value

generation.
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Based on an extensive literature review, Ostergvadd al. (2005) proposed five
phases in the evolution of business model liteeatdro track these phases they
accounted only for literature that focuses on thsiress model concept and not on

literature merely mentioning business models.

2 | define & classify list business describe busines model business
% |business models model model elements model elements
@ components

[

E definitions & "shopping list" components as reference models
£ taxonomies of components building blocks & ontologies

a

g Rappa [2001] Linder & Cantrell [2000] Afuah & Tucci [2001;  Gordijn [2002]

L Timmers [1398] Magreta [2002] 2003] Osterwalder & Pigneur
F] Amit & Zott [2001] Hamel [2000] [2002]

Wedll & Vitale [2001]

Figure 6.3: The evolution of "business model"

Source: Adapted from Communications of AIS, Voluhge Article 11, ‘Clarifying Business Models:
Origins, Present, and Future of the Concepy’ A. Ostenwalder, Y. Pigneur, and C.L. Tucci

During the first phase, when the term business ehafarted to become
prominent, a number of authors suggested businedglndefinitions and classifications
(Timmers 1998; Rappa 2001).

In the second phase, authors started to compietaléfinitions by proposing
what elements belong into a business models (Cbegbrand Rosenbloom 2002;
Linder and Cantrell 2000; Petrovic et al. 2001; kédign 2002).

In the third phase detailed descriptions of thes@ponents become available
(Hamel 2000; Afuah and Tucci 2003).

In a fourth phase researchers started to modeiamponents conceptually. This
work led to the proposition of business model nmtadels in the form of reference
models and ontologies (Gordijn 2002; Osterwald€420

Osterwalder et al.(2005) understand the businesgehas a building plan that
allows designing and realizing the business strecand systems that constitute the
operational and physical form the company will takbey call this relation between
strategy, organization, and systems the businéssgte that is constantly subject to
external pressures, like competitive forces, sodhhnge, technological change,

customer opinion and legal environment.
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Figure 6.4: The linkage among business model, stiegy, organization and ICT

Source: Adapted from Communications of AlS, Volub% Article 11, Clarifying Business Models:
Origins, Present, and Future of the Concept by #te@walder, Y. Pigneur, and C.L. Tucci

The Business Model is useful to create concepdstanls that help manager to
capture, understand, communicate, design, anafym,change the business logic of
their firm. The main roles that the literature pveps for the business model concept
(i.e. for the use of formally described businesslei®) can be divided in four categories
of functions, which are:

Understanding and Sharing Business models help to capture, visualize,
understand, communicate and share the businegs Aghough a company’s business
model is a simplified representation of its bussesncept, it is rarely described
explicitly in a conceptual way. Experience showattim many cases people are not
always capable of communicating their business modea clear way (Linder and
Cantrell 2000).

Modern business models are increasingly completicpéarly those with strong ICT
and e-business components. The relationship betwlendifferent elements of a
business model and the decisive success factormaways immediately observable.
Therefore the process of modelling social systents & this case, business models

help identify and understand the relevant elementsa specific domain and the
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relationships among them (Morecroft 1994). In additthe visual representation of a
business model usually enhances understanding. dfiamg business models and
expressing them in a more tangible way clearly hmebmagers to communicate and
share their understanding of a business among sth&eholders. This capability is
particularly important for the dialogue between pleawith different backgrounds, such
as managers and systems architects and engineers.

Analyzing The business model concept can contribute inyaimg the business
logic of a company. The business model becomesvauné of analysis (Stahler 2002).
Business models can improve measuring, observimdjcamparing the business logic
of a company.

Managing. Business models improve the management of thimdmss logic of
the firm. The business model concept helps amédidiee design, planning, changing
and implementation of business models. In additwith a business model approach
companies can react faster to changes in the lassere/ironment. Finally, the business
model concept improves the alignment of strategysiress organization and
technology. Because business models are quite esuipleir success is often based on
the interaction of a number of apparently minomedats. This is even more the case
since technology increases the range of imaginadbkiness models (Lechner and
Hummel 2002).

Having a business model conceptualization at Hhatldescribes the essential
building blocks and their relationships makes isiea for managers to design a
sustainable business model.

Capturing, mapping and understanding create thedation for improving
speed and appropriateness of reaction to extereaspres. A conceptualized business
model helps business model designers to modifyaicerelements of an existing
business model (Petrovic, Kittl et al. 2001). Tieswithout doubt essential in an
uncertain and rapidly changing competitive landscay/e argued before that the
business model concept can serve as a federatorgaiine triangle of business strategy,
business organization and technology. In other gaiftte business model forms a sort
of conceptual bridge that makes it easier to aliase three. Chesbrough and
Rosenbloom (2002), for example, see business madedlamediating construct between
technology and economic value.

The business model concept could become an impddal to further develop

and improve existing methods of business and Ignatent (Osterwalder and Pigneur
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2003).

Prospects Business models describe possible futures faompany. The
business model concept can help foster innovatmghircrease readiness for the future
through business model portfolios and simulatiommil@r to the argument about
improving change and increasing reaction capaciiethe firm, we believe that a
formal and modular business model approach caerfastovation.

Specifying a set of business model elements aiditg blocks, as well as their
relationships to one another, is like giving a hess model designer a box of Lego
blocks (Burgi et al. 2004. Amit and Zott (2001) ésitly perceive the business model
as a locus of innovation.

Simulating and testing business models is a maisag&ream. Though
simulation will never be able to predict the futureis a way of doing low-risk
experiments, without endangering an organizatidar(®an, 2000). By simulating and
testing possible business models, managers whklier prepared for the future.
Similarly, in the domain of e-business, Richardd Bforrison (2001) compare this kind
of simulation tool to a sort of flight simulatorahallows building better e-business

strategies.

6.2.2 The Afuah’s Business Model

The review of the literature about the business et@dhas shown as the
Afuah’s framework (Afuah, 2004) is the most commmes$ive one, exploring how to
formulate and execute profitable business; the auphovides such a framework for
firms that pursue new strategies. In his work, xiglaes questions such as: What is a
new business model? What type of new business mediely to give a firm a
competitive advantage? Are there any “model” ofiless out there? What is the
difference between a new strategy and a new busimexlel? Why do some new
business models fail?

The Afuah’s conceptual framework is relatively slenpn clear. It refers to the
business models pursued by firms that undertakestiategies. Since a business model
is a framework for making money, a new business ehad a money-making

framework for a firm which pursues a new strategynake money. A firm pursues a

9 The literature review about Business Models aecctimparison about Business Model’s building
blocks is fully discussed in Appendix A.
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new strategy when it attacks an existing industmgriket) by performing some or all of
the activities of the industry's value chain diffietly and effectively or efficiently and is
therefore in a better position to offer customerwdr cost or better differentiated
products than industry incumbents. The activitias tesult in more than low cost and
differentiation. They can also result in the expamsof an existing market or
improvement in the positioning of a firm vis-a-¢igstomers, rivals, potential new entry
and complementors. A new business model includesrtbney making aspects of a
new strategy and their translation into profits.

The Figure that follows shows the five major comgrais of a business model
(positions, activities, resources, industry factargl costs) together with some of the

sources of opportunities and threats.

Industry
Factors

A

A 4

I
: |
I 1
I I
I 1
I |
I 1
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I 1
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I 1
I I
I 1

L Profitability/Value J

Figure 6.5: Afuah’s Business Model. Source: Adapteffom Afuah A., Business Models. A Strategic
Management Approach, McGraw-Hill-Irwin, 2004

Position A firm can keep making money only when customkasp buying its
products rather competitor's products. Customeliskegp buying products from a firm
only if the firm offers them something that its goetitors cannot offer, that is if the
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firm offers superior customer value. Offering supecustomer value is a necessary but
often not a sufficient condition to make money.idnf must also be positioned well vis-
a-vis its suppliers, customers, rivals, potentievrentrants, and complementors. The
market segments that a firm decides to pursueydhee that the firm decides to offer to
each market segment and how much the firm can greeroducts are also critical.

Connected activitiesTo offer superior value and put itself in a positto
appropriate the value, a firm must perform thevitats of its value configuration well.
More importantly the activities must be consisterth the type of customer value that
it offers, the sources of revenues pursued, th&ehaegments targeted and the pricing
strategy. The activities must take advantage afstry value drivers and reinforce each
other.

Resources Performing activities requires resources. Wherehsesources are
core to the firm’s activities and difficult to inaite or substitute, they can give the firm
in question a competitive advantage.

Industry factors The positions that a firm can attain and maintdie activities
that it can perform, the resources that it can mecqand exploit and the costs that it can
incur in offering superior value are all a functiointhe industry and macro environment
in which the firm operates. They are a function tbé competitive and macro
environmental forces that act on industry firms ahthe value drivers in the industry.

Costs Irrespective of whether a firm pursues a low-costdifferentiation
strategy, the firm must keep an eye on its costassto increase the gap between its
costs and prices, in other words on profits. Thugursuing the activities that can give
it a competitive advantage, it is important to keepeye on cost drivers such as agency
Ccosts.

Actually, the activities that a firm performs, wherperforms them and how it
performs them are the cornerstones of its businessel and play a critical role in
positioning it to offer superior customer value appropriate it. He intends to explore
the relationships between these activities andr@’di positions, industry factors,
resources and costs.

The author also offers practical techniques folyarag separately and together
all the elements, such as positioning, customensan€ing, market targeting,

competition, that must mesh in a successful model.
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6.3 Trans-disciplinary Curriculum

The field of complexity is considerefrans-disciplinary as it cuts across all
traditional disciplines of science, as well as thad engineering, management, and
medicine. It focuses on certain questions aboutspawholes and relationships
(Sommerer and Mignonneau, 2002).

Applying trans-disciplinarity in management edueatrefers to the introduction
of trans-disciplinary curricula, that should bredé&wn the “linear” organizations of
knowledge and contents that characterize the clsMBA programs, that highlight
the tendency to teach bits and pieces of informatitated to separate disciplines.

The concept of teaching segmented disciplines sgersnotegrated or
interdisciplinary curricula is in the centre of tdebate on what and how to improve
instruction. Segmented disciplines divide knowledge useful, organized hierarchies
of facts and theories that direct research andylorder to our understanding (Tchudi &
Lafer, 1996). The disciplines are the long estakelisstatus quo; however, one of their
major weaknesses is that they sometimes limit misioch that a learner becomes an
expert in his or her unique corner of the univebgg,is unable to speak to others.

According to Meier et al. (1996), students taughthiw the lecture-based
disciplinary system typically have not been ablesdtve problems that require them to
make connections and use relationships betweeneptsi@nd content. In contrast,
cross-disciplinary teaching starts with a topicpooblem that requires knowledge of
several disciplines in order to find a solution.

Historically, the field of the learning sciencesshaot been reductively
fragmented, but rather has been grounded in msdijginary perspectives, enabling
learners to acquire knowledge from different dibogs through a unifying theme.

As stated by Gibbons et al. (1994) if curricula arereasingly influenced by
needs of occupational groups and employers, theyikely to becomalomainrather
thandisciplinebased and structured round externally defined lprog rather than the
concepts and epistemic criteria of disciplinary camities.

In view of the cross-disciplinary trends, the ccufum can be integrated around
topics that reflect the patterns, interactions, iatefdependencies of the different fields,
providing learners with ways to study and comprehtre world around them through
concepts and ideas that are less disparate orngiscted (Bar-Yam et al., 2002). The
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focus on connecting and synthesizing informatioauad topics of interest to the
learners provides favourable conditions for theugition of knowledge from different
disciplines through congruous concepts and idedsgiated curriculum units could be
chosen by the learners with the teacher and cowiolvie teams working cooperatively
toward common goals. According to Bar-Yam et a00@2), the opportunity given to
each student to capitalize on his/her strengthsbeaome a strong motivating factor in
pursuing further learning and further giving to eth

In the trans-disciplinary perspectipeoblemshave a central role, as the ability
an individual demonstrates to resolve problems rdetes his level of expertise.
During the learning process, learners can use @nobito acquire the key elements of
the skills and know-how required in their occupatibut also to develop more general

competences, namebyoblem-solvingandmeta-cognitiveeompetences.

6.3.1 A Problem-based perspective in Management Edation

Problem-based Learning (PBL) is a user-centricniegr methodology focused
on learner’s ability to self-learn and it reliesthie premise that students can learn better
by attempting to solve realistic problems. PBL tvag distinct goals: to learn a required
set of competencies or objectives and to develagblpm-solving skills that are
necessary for lifelong learning (Engel, 199Bdopting PBL, learners are more
motivated to search all the information he needsotee a certain problem, acquiring a
proactive role in his own learning experience.

The application of trans-disciplinarity on Businddanagement Education need
an overall redesign of the traditional businessicula and to reorganize the knowledge
architectures supporting problem solving approactt mquiring learning. The main
challenge is to highlight that properly chosenoblemsare transversal to the classical
branches.

Starting from the choice of Afuah’s Business Modslthe unifying theme of
Business Management Education, it is possibledoyemize the knowledge architecture
around problems, breaking down the linear orgaimmatoming from the traditional
MBA disciplines.

In particular, the main building blocks of Afuahfsamework (Resources,

Position, Cost and Finance, Activities) can be mered agroblem areagelated to
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the central concept girofitability (or valug in a more extended view)around each
problem area differensub-problemscan be identified, as showed in the following

figure:

* Managing Customer Value and Relative Positioning;

* Pricing to optimize Revenue;

* Analyzing sources of Revenue;

* Managing Resources and Capabilities;

» Organizing and implementing Activities for a prafite Business Model;
* Executing a Business Model;

* Managing Innovation, Sustainability and Change;

* Analyzing the cost of a Business Model,

* Analyzing the sources of profitability and competitadvantage;
* Financing and Valuing a Business Model;

» Supporting Social Responsibility;

* Planning Business Model.
Special issues of the elected framework aréBir@ness Model Plannirgnd the

Corporate Social Responsibility, that can be carsd on a higher level than the four

building blocks of the framework.
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Planning Business Model

« Organizing and implementing Activities for a Profitable Business Model
* Executing a Business Model
» Managing Innovation, Sustainability and Change

Activities
¢ Managing Customer

_ Value and Relative
* Managing Positioning
Resources and Resources Profitability Position * Pricing to Optimize
Capabilities Revenues

* Analyzing Sources
of Revenues

Costs and Finance

¢ Analyzing the Cost of a Business Model
* Analyzing the Sources of Profitability and Competitive Advantage
» Financing and Valuing a Business Model

Supporting' Corporate Social Responsibility and Governance

Figure 6.6: A problem-based perspective of the pragsed framework

Applying a Socraticmethod, based on inquiring, it is possible to efeveral
key questions around eagiroblem defined before. For example, théldnaging
Resources and Capabilitiesdirea is characterized the following questions bad to

specific contents coming from the classical disogs:

1. How to identify firm’s Resources?
- tangible assets
- intangible assets
- competence and capabilities.
2. How to evaluate competitive consequences?
- Competitive Value
- VRISA Analysis
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- Sustainability
- R&C and competitive adv.

3. How to evaluate resources’ extendibility?
- Attractiveness of new industries
- Complementary Resources
- Cost of Entry
- Better-off test

4. How to evaluate resources’ exploitability?
- Familiarity- Matrix Framework
- Dynamic Capabilities

5. How to measure resources?
- Economic-Financial Value
- Quantifying Intangible Resources
- Metrics

o Competence and Capabilities

How to R e Tangible Assets .
fdentify frms e « Intangible Assets cleliile il
Resources? Definitions Human Resource

How to evaluate o Competitive Value
competitive Resource-basede VRISA Analysis Strategic Mgmt,
consequences? Analysis e Sustainability Human Resource
¢ R&C and competitive adv.
Managing : :
Resources How to evaluate o o Attractiveness of new industry Strategic Mgmt,
. resources’ Extendibility * Complementary Resources Marketing Mgmt
Capabilities extendibility? of Resource  * Cost of Entry Financial Mgmt
L~ o Better-off test.
How to evaluate — - . .
resources’ Building new e Familiarity- Matrix Framework | Strategic Mgmt,
exploitability? Intangible R. ¢ Dynamic Capabilities. Human Resource

How to
measure
resources?

Quantifying
Resources

¢ Economic-Financial Value
¢ Quantifying Intangible R.
o Metrics

Human Resource,
Financial Mgmt

Figure 6.7: Problem-based and Inter-disciplinary vew of the issue “Managing Resources and
Capabilities”
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As shown in the previous figure, “Managing Resouaoel Capabilities” issue
relies on contents and concepts coming from Humeso&ce Management, Strategic
Management, Marketing Management, Financial Manageém

In the same way, the other issue or problem araasbe analyzed through an
inquiring approach, defining key questions and tnegacontents coming from the
traditional branches of Business Management Domain.

At the end, the chosemproblemscan be considered transversal to the classical

branches:

* Human Resource Management,
* Operations Management,

» Strategic Management,

* Marketing Management,

* Financial Management,

* Technology Management,

A particular attention should be given to Technglddanagement that is a
constant in all the problem areas; this is judifiey the premise that Technology
informs all the main aspects of Business Managemieaithermore, as stated by
Kalakota and Robinson (1999), ICTs are used toimethe upstream and the
downstream transactions of the firm with suppleand distributors/clients, and to create
a new concept of value.

The following table shows that all the identifiedoplems break down the
traditional branches of Business Management, amsegjuence they can be considered

trans-disciplinary.
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INTER-DISCIPLINARY
APPROACH

Human
Resource
Mgmt

Operations
Mgmt

Strategic
Mgmt

Marketing
Mgmt

Financial
Mgmt

Technology
Mgmt

Managing Customer
Value and Relative
Positioning

>

X

X

Pricing to optimize
Revenue

Analyzing sources of
Revenue

Managing Resources
and Capabilities

Organizing and
implementing Activities

X

Executing a Business
Model

X | X | X | X | X

Managing Innovation,
Sustainability and
Change

Analyzing the cost of a
Business Model

Analyzing the sources
of profitability and
competitive advantage

X [ X | X [ X[ X | X |X]|X

Financing and Valuing a
Business Model

Supporting Social
Responsibility

>

Planning Business
Model

X X[ X | X [ X| X | X|X|X|X|X

X

X | X |X]| X | X

X X[ X | X [X| X | X|X|X|X|X

Table 6.1: Inter-disciplinary view and problem-basel approach to Business Management Domain
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6.4 Promoting Self-organized Learning

As mentioned in chapter 2, self-organizing natdr€AS offer new insights for
the analysis and consideration of the organizatidifea and we may assume that
Lifelong learningand competence buildinghould be considered the self-organized
process that enables organizations to competeeadfje of chaos. Business education
programs should satisfy the current need to develeative problem solvers, self-
organized learners, managers of complexity, andsecoltural leaders, encouraging
self-motivation and introducing self-organized l@ag methodologies.

If the previous paragraphs proposed the designnefwaknowledge architecture
in order to enhance the knowledge productivity aiifdgement Education, the present
one deals with the enhancement lefrning productivity that refers to learning
strategies and approaches that enable lead timetred of learning. Actually, the
theoretical approach to a relatively new way ofnésg, is alearner-centredapproach,
facilitating self-organized learning processes.

Self-organized and self-directed learning are @alyvo of the most prominent
terms that have emerged in the literature ovep#st decades to refer to an approach to
learning that characterize the way adult learnersdact their personal learning and
promote the development of educational environm#rasallow the learner to control
important variables of his or her learning.

Recently, there has been a significant increasidanunderstanding cognitive,
and social dimensions of learning. Traditional tinstivist" perspectives on learning
considers knowledge as context independent, andidens learning as an individual
activity based on the gradual accumulation of memfeinformation. In contrast, recent
socio-cognitive or "constructivist” perspectiveggasd knowledge as an emerging
characteristic of activities taking place amongivitilals in specific contexts, to view
learning as a developmental process occurring ifirsin interpersonal domain (i.e.,
socio-cognitive or between people) and later in iatrapersonal domain (i.e.,
cognitively or within an individual), and to recage that learning is a constructive
activity that often requires active and substarrgarganization of existing conceptual

structures (Brown, Collins, & Duguid, 1989).
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T “Instructivism" —— Constructivism

* knowledge as an emerging
characteristic of activities taking
place in specific contexts

| » knowledge as a substance in
il the mind of individuals that is
| independent of context

#’ e Jearning as a developmental

process occurring first in an
interpersonal domain and later in an |
intrapersonal domain |

| o /earning in terms of the
i| gradual accumulation of pieces
| of information

* negative impact on student

* /earning as a constructive activity
il motivation

that often requires reorganization of |
existing conceptual structures

Figure 6.8: Istructivism versus Constructivism appioach

The theoretical approach of constructivism can comimteresting conclusions
when it is used to understand active self-organieathing.

6.4.1 Constructivism and Self-organized Learning irBusiness Management

Domain

Constructivism refers to a category of learningoties in which emphasis is
placed on the agency and prior knowledge of thenéga and often on the social and
cultural determinants of the learning process. Timain ideas underpinning
constructivism learning theories are not new. Thegan with the insights of Socrates
who claimed that there are basic conditions forrlieg that are in the cognition of the
individual (Kanuka & Anderson, 1998).

Cognitive constructivism is based on the work ainJ®iaget (1896 — 1980),

according to which humans cannot “receive” inforim@t which they immediately
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understand and use. Instead, humans must "coristneat own knowledge. They build
their knowledge througbxperience

Actually, Piaget first emphasized the processescaficeptual change as
interactions between existing cognitive structuaesl new experience. Experiential
Learning relies ompplicationand it relies on the work of Kolb et al. (1975rading
to which learning is “a process whereby knowledge dreated through the
transformation of experience”. People learn throegperience and active involvement,
by activating the personal prior knowledge in orttecreate new one.

The importance of experience is also justified g ¢onsideration that a general
competence can be viewed as the integratidkkmoiviedgeandexperience

Coming back to the proposed integrative framewdriBusiness Management
Education, a self-organized approach reflects tssipility to facilitate the equilibrium
betweengeneralistandspecialisteducation. Each learner has to assimilate thesyst
view underpinning the domain and should has theipih$y to chose to go into more
depth about several aspects of the global archiecin order to gain specialization

according to his/her needs and on the basis dfdrigrior knowledge.

Systemic View:

Planning Business Model I

Activities
i |
- . — s
Resources Prodita.” )l Masition

Costs and Finance

Supporting Corporate Social Responsibility a
Governance

Attention to a particular Problem:
e Contents

e Tools

e Instructional Scaffolding

e Collaboration among peers

Figure 6.9: Balance between generalist and specstlieducation

Starting from the systemic view of the Business Mlpdhe problem-based

approach presented in the previous paragraph siesolhe experiential orientation and
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the role of the teacher is just to present thélpra and to provide the tools and useful
suggestion to let the learners find by themselves ar more solution to the problem.

Furthermore, the teacher has to indicate whicthésknowledge base related to that
problem, but the student is free to chose the lef/elepth of the related arguments, on
the basis of his/her prior knowledge about thattenaSuch a change in the teacher’s
role implies that the teacher is not the "experspdnsing knowledge, but is the expert
that provides direction for learner activity. Theather behaves as a mentor or
facilitator, and the learner is the main actorha process.

In this sense, the learning environment (physigalictual) has to provide
instructional scaffoldingin other words, the social or information envineent should
offer supports for learning through the graduatetkrvention of the teacher. The
original notion of scaffolding assumed that a snghore knowledgeable person, such
as a teacher or a tutor, helped an individual kxaoy providing him or her with exactly
the help he or she needed to move forward (Brurggth; Wood et al., 1976). In a more
extended view, scaffolding may also refers toltadl tesources that can help the learners
to face the learning activity.

On the basis of the notion of Social Constructivigygotsky, 1978) the
learning activity should be reinforced by collaicoa among peers, in order to

facilitate the development of the soft skills mengad in Chapter 5.
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7. CONCLUSIONS

7.1 Main contributions of the work

This Chapter reviews briefly the research outcomesking them to the
methodological premises of the work and to its emphtgal framework. From a
theoretical point of view, the work informed thre®min areas: the changing scenario
and the evolution of management thinking in the @ntury, the debate about the
adoption of complexity as a metaphor for managendset, and the role of learning
and knowledge in the actual complex scenario, &ifparticular focus on competence
obsolescence as the main threat of the knowledgetgo

The practical contribution of the work is represehby the design of an Inter-
disciplinary and Integrative approach to Businesn&yement Education, focused on
the enhancement of the knowledge and learning ptodly related to the same matter,

that should be suitable to the complexity that ngan@ent has to deal with.

Complex Environment and Competence Obsolescence

e S

Common patterns in facing Traditional Offer of
complex environment and succeed Management Education

m Developments in
m MBA Education

Managers’ Educational Criticisms about the
Needs traditional approaches

Characteristics of
a new approach to
Business Management Educatio

Figure 7.1: Research Conceptual Model
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The educational needs of a business manager hasidestified through the
common patterns followed by some firms that wase abl succeed in the actual
complex scenarioThe descriptive case study based on histories abedwn ABB,
McKinsey and 3M highlighted that each of the coastd companies has a strong
commitment in the diffusion of knowledge and a méatus on Organizational
Learning They are characterized by the ability to innovetasistently and rapidly
through the ability to be global and local at tlmne time; these organizations are
characterized by a radical decentralization andtrang exploitation of individual
initiative. The companies adopt an holistic, ecalabapproach to human resources
development and there’s a constant balance betvggsreralist perspective and
functional expertise. The secret of success ofctimesidered companies relies on their
ability to self-organize and to promptly gatheregrial or internal knowledge to handle
a new and unpredictable configuration of their bass environment. At the end, the
primary educational need for managers is to rethuedead-time to learning, because of
the high rate of change. Furthermore, the curreedris to develop creative problem
solvers, self-organized learners, managers of cexitg|] and cross-cultural leaders.

With the aim to highlight the actual offer of Mameggent Education, a literature
searching about the recent developments of Edunadtinstitutions and MBA programs
has been carried out. The main outcomes of thsadteéhe work referred to the need for
Management Education institutions to activate radiecnovation in the human capital
creation process for changing not only tieat of management education, but also the
how of the process. Thehat refers to the content of management educatiort, tha
should be cross-disciplinary and should break Huation of disciplines within its
programs and the integration of functional knowkdghehow refers to the learning
approach to be used; it should go beyond the passansfer of theoretical knowledge
and it should encourage the application of praktic@owledge. This implies the
rethinking of the learning processes, in order tovigle future managers and leaders
with the perspectives and mental models that enatglanizations to be successful in
the environment in which they compete.

With the attempt to provide direction and strategie facilitate the concrete
design of a new framework for Business Managemehic&tion, three basic aspects
coming from complexity approach have been adopteslistic perspectivetrans-

disciplinarity andself- organization.

112



Conclusions

The holistic perspective of Management Educatiomaia required that all the
involved disciplines have to be parts of one irdggpl knowledge base; it also required
the adoption of an unifying theme for Business Mpgmaent DomainBusiness Model
theme was adopted as a lent through which reorga@usiness Management Domain;
in particular it is intended as the framework ofueacreation in organizations and
guides the choices of strategies made by firmberattempt to compete and succeed.

The application of trans-disciplinarity in Managerh&ducation referred to the
adoption of trans-disciplinary curricula, able @&k down the “linear” organizations of
knowledge and contents that characterize the clssMBA programs; the
identification of key problem areas and some hiotsning from Problem-based
Learning strategy enhanced this step of the study.

Finally, theself-organizatiomapproach in Management Education deals with the
enhancement of learning productivity, that referdefarning strategies and approaches
that enable lead time reduction of learning. Intipalar, self-organizedapproach is
corroborated by Constructivism Theory and reflettts possibility to facilitate the
equilibrium betweergeneralistandspecialisteducation. Each learner has to assimilate
the systemic view underpinning the domain and ghdals the possibility to chose to
depth several aspects of the global architectugeder to gain specialization according

to his/her needs and on the basis of his/her griowledge.

7.2 Results validation and Future Research

At the end, the proposed framework is based omadoption of Business Model
as the unifying theme of Business Management Dontia@t allowed to break down the
traditional and linear organization of contentscusethe main Management Education
programs. The identification of several problemaarallowed to demonstrate that each
problem may refer to concepts and knowledge corimorg different disciplines.

Applying a Socratic method, based on inquiring, it was possible toingef
several key questions around egehblemand to link relative contents coming from
the traditional branches of Business Managementdiom

The main advantage of such an organization is tssipility to adopt it with
different degree of depth, enabling the needednlbalbetween generalist and specialist
education. In other words, this type of organizatan be adopted to provide a general
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and holistic presentation of the Business Managéimemain on the one hand, and to
go through in particular problem areas accordinthéolearners’ needs or interests.

With the aim to obtain a first validation of thesodts of this study, the described
framework has been adopted and tested in the 28i@8reof the International Master
in “e-Business Management” at the e-Business Manage Section of Isufi
(University of Salento).

The framework was adopted to organize a basic eows Business
Management; the module, designed following an inquogic to present practical

solutions to Business Management matters, addrésse@arning instances, providing:

* anintegrative and effective overview of all thesBiess Management issues for
starters and newcomers to the related learning area
e a holistic framework of management related conceptsose who are already

confident with the matter.

The course covered a period of 3 weeks and wasukatied into eight
Interdisciplinary Learning Units centred on the itspmentioned in Chapter 6. The
applicative activities was conceived to let leasnapply Business Management
concepts and theoretical frameworks to real waddunderstand the effectiveness of
the “holistic approach” to interpret business pheapa, and to develop critical thinking
about Business Management issues.

The future steps of the present work may refehéoadoption of the framework
in the design of a Self-organized Learning Envireninfor Business Leaders. A
Learning Portal could be the more appropriate smuin order to integrate formal
learning with knowledge assets and collaboratiosistoproviding learners with the
ability to share and communicate information bgthchironously and asynchronously.

In such a context the defined framework could bepacas a compass to
organize concepts, tools, instructional scaffoldiaigd it could allow learners to
“browse” the Business Management domain accordingheir educational need or

interests.
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APPENDIX A: Comparing Business Models’ Buildingdi®

APPENDIX A: Comparing Business Models’ Building Blks

In order to identify the most common building lke@among business models in
the literature, Osterwalder et al.(2005) compahedrhodels mentioned most often and

studied their components. From this synthesis, buntding blocks emerge that cover

all the business model components mentioned lBaat two authors.

The nine blocks, discussed in more depth in Ostieley and Pigneur (2004), are:

* Value Proposition;

e Target Customer,

* Distribution Channel;

* Relationship;

* Value Configuration;

* Core Competency;

+ Partner Network;

* Cost Structure;

* Revenue Model.

Fillar

Product

Business Model
Building Block

Yalue Froposition

Description

Gives an overall view of a company’s hundle of products
and senvices.

Customer Interface

Target Customer

Describes the segments of customers a company wants o
offer value to.

Distribution Channel

Describes the varous means of the company to get in
touch with its customers.

Relationship

Explains the kind of links a company establishes between
itself and its different customer segmenis.

Infrastructure
Managemeant

Walue Configuration

Dlescribes the arrangement of activities and resources.

Core Competency

Qutlines the competencies necessary o execute the
company's business modeal.

Fartner Matwaork

Portrays the network of cooperative agresments with other
companies nacessary to efficiently offer and commercialize
value.

Financial Aspects

Cost Structure

2ums up the monetary consaquences of the means
employed in the business model.

Revenue Model

Describes the way a company makes money through a
vanety of revenue flows.

Adapted from Communications of AIS, Volume 15, Alei 11, Clarifying Business Models:
Origins, Present, and Future of the Concept by gte@walder, Y. Pigneur, and C.L. Tucci
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They named the components proposed by the diffengthiors and showed how
they relate to the nine building blocks.
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. Value Target Distribution Customer Value - . Cost
Business Model Ontology Proposition Customer Channel Relationship Configuration Caypetailiiy PRNnSElD Structure REVEIUE MEEk]
Stahler, 2001 Valu_e_ Architecture Architecture Revenue Model
Proposition
Value
Weil land Vitale, 2001 Proposm_on Customer Channels Core eBusme_ss Source of
Strategic Segments Competences Schematics Revenue
Objective
Petrovic,Kittletal, 2001 Value Model Cgstomer CL_Jstomer Production Mode | Resource Model Revenue Model
Relations Model |Relations Model
Gordijn, 2002 Value Offering | Market Segment eSTValug Actors Value Value Exchange
Configuration Exchange

Connected

Pricing, Revenue

Afuah and Tucci, 2003 Customer Value Scope Activities, Value Capabilities Sustainability Cost Structure Source
Configuration
Tapscott,Ticolletal., 2000 b-Webs b-Webs
. Value Commerce Commerce Pricing Model,
LinsleEme] Camiel, 2T Proposition Channel Model Relationship Process Model Revenue Model
Fulfilment & . . Core Suppliers,
Hamel, 2000 Product/Market Market Scope Support, Info & Relatlon§h|p Core Processes Competences, Partners, Pricing Structure
Scope . Dynamics N L
Insight Strategic Assets Coalitions
Mahadevan, 2000 Value Stream Logistical stream Revenue Stream
Value Structure of the Positions in the
Chesbrough and Rosenbloom, 2000 Proposition Market Segment| value Chain value Chain Cost Structure
What does the . H.OW can we What is 'the How do we make
Who is the deliver value at underlying . N
Magretta, 2002 Customer . . money in this
Customer? an appropriate economic -
Value? business?
cost? value?
AmitandZott, 2001 Transaction Arch_ltectu_ral Transaction
Component Configuration component
Organization
Product and Market Marketing/Sales Brand . and culture, Benifits to firm
ApEiEcEE ane Cellluley, 200 service offered Opportunity Model Reputation Operating Model Management Partners and Stakeholders|
Model
Value Companies
Maitland and VandeKar, 2002 Proposition, Market Segment| involved in Revenue Model
assumed value creating value
. OFIESIUIIILY i) Connected Cooperate to Connected Resource and Competmve? Sad Revenue_ Model
Afuah, 2004 Value Creation customer L L o Cooperative Costs and Pricing
Activities create value Activities capabilites
segments forces Structure

Source: Adapted from Communications of AIS, Voliisrticle 11, Clarifying Business Models: Origiftsesent, and Future of the Concept by A.

Ostenwalder, Y. Pigneur, and C.L. Tucci
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As it is shown in the Figure above, the Afuah’snfeavork is the most
comprehensive one, exploring how to formulate aretete profitable business models.

The Afuah’s Business Model draws on the latestaeseon to explore which
activities a firm performs, how it performs themmdavhen it performs them to make a
profit . He offers an integrated framework for ergtanding the relationship between
the set of activities that a firm chooses to penfoits revenue model, its cost structure,
its resources and capabilities, the competitivedsiin the firm's industry, and its ability
to sustain a competitive advantage even in the &dcehange. It provides the link
between resources, product-market positions anfitprbow resources and product-
market positions are translated into profits. EBmgpt strategy texts demonstrate
correlation between resources or product-marketitipps and profits, not their
translation into profits.

Additionally, it explores the relationship betwdamsiness models and corporate
social responsibility as well as the internatioc@nponent to business models. It offers
a definition of business models that is deeplyedah the resource-based and product-

market theories of strategy.
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