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Abstract

This dissertation examines the state of managetheaty, whether as espoused by the
(largely self-proclaimed) gurus, or by managemeatdamics. Given that philosophers
of science have determined that theory is supptusprbvide reliable, non-obvious
predictions | test whether management theory nthete requirements. | examine
certain famous guru works for reliability througlease-study method. | examine the
published results of management academia throsggtiatical analysis. | examine the
non-obviousness of published management acadehyipgheses through a series of
interviews and by posing a survey of those hypa@seés volunteers untrained in
management knowledge to determine whether theytfiose predictions to be obvious.
Management theory is currently found to be wantirgwever, | then propose a set of
prescriptions that might allow management to becartraly progressive discipline as
well as what management academics and gurus cautfihfily deliver to audiences

today.
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1. Management Theory Today — Gurus and Academics

A mere three decades ago, the quest in searclcellexce in managerial decision-
making and organizational strategy theory was dedlaver. No longer would
managers need to agonize over how to optimize fieniormance, nor expend countless
hours perusing the business press in hopes ofigipaome new-fangled insight, nor
invest years of their time and pricey tuition on MBE Executive Education coursework
to improve their knowledge, and certainly would rexuire the advice of pricey
management consultants. By spending a mere $9t@@ialocal bookstore, they could

unlock the secrets of managerial excellence...ar@hso/ou.

Or so Tom Peters and Robert Waterman - authotseadéminal 1982 business book “In
Search of Excellence” (hereafter known as ‘Searctvpuld have the world believe.
And armies of aspiring and actual managers sutdypelieve them. Not only did
‘Search’ become one of the best-selling books Idfrak, it also became a veritable
literary phenomenon within the business space. |&V8earch’ sold over 3 million
copies within its first four post-launch monthsradcand over 6 million copies to date,
mere sales figures do not do justice to the supezof its popularity. The WorldCat
library catalog service listed ‘Search’ as the bappd book held by libraries in the United

States from 1989-2006. NPR named ‘Search’ as tdniee top three business books of



the 20" century.® A survey by Bloomsbury Publishing anointed ‘S#afThe Greatest
Business Book of All Timeé” To this very day - a full three decades aftdslijzation -
Search continues to be cited by columnists at tginess periodicals such as Forbes as

“having certainly shaped my view of the world ariduosiness®

But perhaps the most important contribution thaai$h’ provided was not its contents,
nor even the myriad accolades that it won, buteratihe cottage industry of follow-on
popular-press management books that it inspireohitiation is the sincerest form of
flattery, then Peters and Waterman have been eddgo the heavens, for while the
guest in search of excellence had ostensibly beelaictd completed upon publication in
1982, the quest in search of improved firm perfaroga— or at least the quest in search of
book royalties — had apparently only just beguseed to distinguish between firms that
are ‘Big Winners and Big Losers’, presumably sd #fwur firm can be one of the
former? Care to have your firm embark upon a ‘Bhezan Strategy’? Would you like
to develop a firm that is ‘Built to Last'? Needuaderstand how to transform a firm
from ‘Good to Great'? Want to understand ‘How thegMy Fall’ presumably so that you
won't do likewise? Want to learn how your firm da@ ‘Great by Choice’ (apparently
with the presumption that other firms are simplyetiocre by choice’)? No matter how
exotic and obscure your management problem maghbeaurus are all-too-happy to
provide convenient theories to solve that probléiygu would only purchase their
books. Indeed, the only management question thagrrseems to be answered is: if all

management problems can truly be solved simplyebging a few books - then why

! hitp://lwww.google.com/finance?cid=13257409
2 http://www.tompeters.com/printer_friendly.php?ri@®/bio.php
? http://www.forbes.com/sites/erikaandersen/201 /Db m-peters-still-rocks/

2



hasn’'t every manager in the world done exactlyxh@he entire raison d’etre of the guru
industry therefore rests upon persistent manageryabia, or perhaps desperation for

some “scientific” guidance.

Yet if the popular-press gurus represent one kaycgoof management theories today,
then surely the other source is comprised by rtlesn the faculty of the world’s
eminent business schools. In fact, developmentafagement theory over the last
generation has become the dominant raison d’etradolty at the top business schools.
The unquestionably dominant in much of modern-dascBool faculty hiring and
promotion process is publication within a selectugr of prestigious, peer-reviewed
academic journals. Such journals place a prinugon theory development. Indeed,
one such top academic journal — Akmademy of Management Reviepublishes only
purely theoretical papers as a matter of formalkgpivith papers containing actual
empirical data being expressly forbidden. Thoseojiburnals that do accept empirical
evidence invariably alsdemand theoretical contributions to be paired Withempirical
evidence that (almost always) support the new theB8s former President of the
Academy of Management Donald Hambrick observede“@atekeepers for the top
journals in management first screen manuscriptbdasic readability and technical
adequacy, and then they apply one pivotal tesiy@bb others: Where's the theor{?”
Another business academic stated wryly: “new thel@yelopment has emerged as the

ultimate end.®

4 Hambrick, D. 2007.
® McKinley 2010.



Given the emphasis on management theory by botul@epress gurus and business
school faculty alike - and the resulting avalanchtheories that it has precipitated - it is
high time that the quality of those theories beeassd, along with the ancillary
philosophical issue of what the purpose of thesnynithe first place. How should
theories be assessed? How should they progrélsatshouldmanagement theories
contribute, perhaps as opposed to what the extanagement theoriestually

contribute? In short, what is the true purposthebry?

One highly promising framework for answering thgsestions was provided by Clayton
Christensen and David Sundahl, who developed axszie categorize and classify

managerial theory development. | now turn to thasnework to examine what it entails.

1.1The Christensen & Sundahl ‘Theory of Theories’

Christensen and Sundahl propose a ‘theory of tegoria meta-theory of the evolution of
management theori@sThey proffer a pyramidal structure that denokesstate of
knowledge regarding a particular management phenomerheory induction and theory
deduction — the intellectual divide that pervadesrmanagement community — are
therefore modeled as antiparallel processes tbpeotively ascend and descend the
pyramid of knowledge. The base of the pyramidesents the lack of knowledge and
the concomitant collection of data — the stepshsfeovation/description/measurement -

to acquire initial knowledge regarding the phenoamenThe data are then classified and

® Clayton M. Christensen, David L. Sundahl, “The ¢&ss of Theory Building,” HBS Working Paper,
02.016.



packaged intproposedheory through a processiafluctive corroboration The
proposed theory is “a statement of what causes,\&@hdtwhy, and under what
circumstances”. The theory is then used to dedelgtgenerate predictions which are
then tested upon additional data. Theory thatigess repeated deductive testing may

eventually ascend to paradigmatic status.

Arguably, the most innovative aspect of the Chnsén-Sundahl is its explicit
exploitation ofanomalieswithin the theory-generation process. Anomalieefned to

be data points that fail to conform to a particuberory — are neither data points to be
avoided nor disappointments if encountered. Ratmmalies aractively pursued.
Scholars are explicitly tasked with finding ‘odditd-points that fail to conform to extant
theory. For example, given the highly popular tlygbat lean-manufacturing boosts
operational performance, might there be firms thaald behurt by implementing lean?
Given the theory that team diversity fosters inrimrg might there be certain types of
teams or innovation where diversigcreasesnovation? The goal is therefore not only
to find and test data points that support a pddrdieory, but also to find those data
points that fail to support the theory. Such fakiare not disasters but rather
opportunities, for they allow the theory-developingrocess to begin anew. Researchers
can return to the bottom of the pyramid to colldata regarding the anomalous behavior
with the goal of ultimately building another thedhat integrates both the old theory and
the anomalies. Theory development therefore isateadas a never-ending cycle of
theory development and redevelopment, perpetuatigwed by the discovery and

integration of anomalies. Given the continuoudewt theory renewal coupled with the



ever-changing nature and complexity of managentieatpyramidal apex status of
‘paradigm’ might likely never be reached, for thené always be new anomalies
remaining to explain. Paradigmatic status coudttéfore be treated as an ideal that

researchers would strive to achieve rather thameatg be accomplished.

Theory is a statement of what
causes what, and why, and
t circumstances

\ mm’e’r wha
/
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Observe, describe & measure phenomena

Figure 1

Yet however useful the Christensen-Sundahl modgllmean understanding the theory
development process in management, several keyigougsemain. The process by
which data observations/measurements are classifiedonverted to theory is unstated.
What constitutes a confirmed (prospective) theor@v should that theory then be used
to deductively predict and test new data? Perhagst importantly of all, what happens
— or more specifically — whatughtto happen to previous theory once anomalies have
been discovered for which new theory can expla®@ch questions have vexed

philosophers of science throughout the sweep ¢btyis | now turn to the following



poignant historical vignette that encapsulatestemislogical thought regarding how

theory is assessed.

1.2 A Vignette on Epistemology and the Purpose of Thegr

One crisp autumn day in Cambridge Massachusett838, two fast friends of the august
Harvard Society of Fellows were discussing therfeq@stemological details of their
disciplines. The first man was Stanislaw Ulampéidh-Jew who had narrowly escaped
the Nazi onslaught of his homeland. Already a d«baimous topologist by 1939 at the
tender age of 30, in a few short decades he watgthate the Monte Carlo method of
mathematical simulation, the concept of nucleas@sbpaceship propulsion, and —
perhaps most notoriously of all — co-develop thkefdJlam thermonuclear weapons
design and thereby be forever dubbed the “FathéreadHydrogen Bomb” The second
man was Paul Samuelson, who would later becomgrghémerican to win the Nobel
Memorial Prize in Economics for formulating the Nkssical Synthesis of classical
microeconomics with Keynesian macroeconomics, andubbed by the New York
Times upon his passing as “the foremost acadenoiccenist of the 26 century®. On

that day in 1939, Ulam challenged Samuelson tHeviihg pithy yet deliberately

"While the popular press generally dubs EdwardeFels the father of the hydrogen bomb, Nobel Physic
Laureate Hans Bethe is quoted in Schweber p. 168yasg: “After the H-bomb was made, reporters
started to call'eller the father of the H-bomb. For the sake of histbtiink it is more precise to say that
Ulam is the father, because he provided the sewtTaller is the mother, because he remained Wwéh t
child. As for me, | guess | am the midwife”

8 http://www.nytimes.com/2009/12/14/business/econddsamuelson.html
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provocative question that, while conceptually elatagy, would bedevil not only

Samuelson at the time, but also all social sciemtiem that day forward:

“Name me one proposition in all of the social scier@s which is

both true and non-trivial .”®
Samuelson notably had no response to Ulam’s requeistL 969 — a full three decades
after the question was asked and the year in wbahuelson won the Nobel Prize in
Economics — when he replied that Ricardo’s Thedi@amparative Advantage, the
ideological and theoretical foundation of free &afiiffills both of Ulam’s stipulations?
Indeed, free trade has been noted as arguablyntiienon-obvious policy upon which all

economists can agreg.

What Ulam captured in his question was the distilesence of the ‘Demarcation
Problem’ commonly identified by epistemologistdistinguish valuable empirical
theories. Similar sentiments are periodicallyresped by those hoping to define theory.
The commentator Jim Manzi similarly pronounced:th@he purpose...is to create

useful,_reliableand_non-obviousules that allow us to predithe effects of potential

interventions”.**Biologist Eric Lander proclaimed: “You only belietreeories when

they make non-obvious predictions that are confttrh@he noted philosopher Imre

® Samuelson, Paul (1969), “The Way of an EcononiistSamuelson, P. Alpternational Economic
Relations: Proceedings of the Third Congress ofitihernational Economic Associatiphondon:
Macmillan, pp. 1-11

12 See Chang, Ha-Joon. Kicking Away the Ladder: Deweiient Strategy in Historical Perspective.
London: Anthem Press, 2002. It should also bechtitat some economists maintain that Samuelson’s
answer fails to address Ulam’s question becauseamtive advantage is a mathematical identity about
what ought to happen rather than an empiricallidead proposition.

™ http://lwww.nytimes.com/1993/09/17/us/a-primer-wégenomists-favor-free-trade-
agreement.html?pagewanted=all&src=pm

12 http://theamericanscene.com/2011/03/19/jim-andhrsaxcellent-adventure-part-1
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Lakatos dichotomized ‘research programs’ as beithgeprogressive or degenerate.
Progressive programs consistently and systematipedpose “stunning...hitherto
unknown novel facts” that are confirmed to be tfdBegenerate programs in stark
contrast make predictions that are not novel, n@&, tor never make any predictions at all
but produce only post-hoc explanations of knowrsf&twhich one prominent scholar
dismissed as amounting to little more than “jouismalwith regressions®.  Karl Popper
similarly proposed the notion of the ‘risky but ibprediction’ in determining a theory’s

value.

“Confirmations should count only if they are thesult of
risky predictions; that is to say, if, unenlighteray the
theory in question, we should have expected an ew@nh
was incompatible with the theory — an event whiohld
have refuted the theory..."®

Paul Meehl likewise argued at length in his clagd§ic8 paper:

“A theory is corroborated to the extent that we dav
subjected it to such risky tests; the more dangetests it
has survived, the better corroborated it is. I€ll {you that
Meehl's theory of climate predicts that it will rai
sometime next April, and this turns out to be #Eec you
will not be much impressed with my “predictive ®e”
Nor will you be impressed if | predict more rainApril
than in May, even showing three asterisks (for pGd) in
my t-test table! If | predict from my theory thawill rain
on 7 of the 30 days of April, and it rains on ekaét you
might perk up your ears a bit, but still you woblel

13 http://www.Ise.ac.uk/philosophy/about/lakatos/aciandpseudosciencetranscript.aspx
 http:/lwww2.1se.ac.uk/philosophy/About/lakatosésaie AndPseudoscience Transcript.aspx

5 Davis, G & C. Marquis. 2005. Prospects for Oigational Theory. Organization Science. 16:4 332-
343.

16 Karl PopperConjectures and Refutationisondon: Routledge and Keagan Paul, 1963, pp.983r8m
Theodore Schick, edReadings in the Philosophy of Scienglmuntain View, CA: Mayfield Publishing
Company, 2000, pp. 9-13




inclined to think of this as a “lucky coincidencdBut

suppose that | specify which 7 days in April il vain and

ring the bell; then you will start getting serioyshterested

in Meehl’'s meteorological conjectures. Finally| tell you

that on April 4th it will rain 1.7 inches (.66 cngnd on

April 9th, 2.3 inches (.90 cm) and so forth, antlsgven of

these correct within reasonable tolerance, you bédin to

think that Meehl’s theory must have a lot goingifsr
The upshot is that, as a consensus opinion of sploers of science, a theory is an
intellectual construction that produces one or nesngirically reliable, non-obvious
predictions. To assess a theory is thereforesessswhether it in fact produces such

predictions. | therefore propose a framework withich such theories can be validation.

1.3The Enhanced Christensen-Sundahl Model:

Given the sentiments expressed in the previousoseoy the gamut of philosophers of
science, we now have criteria to assess both thective theory building and deductive
theory testing procedures of the Christensen-Sundadel. The process of data
observation, description, and measurement — inotuttie collection and evaluation of
anomalies — ultimately serves the purpose of intutheoretical statements that

necessarily possess the following two qualities:

(1) They must bempirically testable

17 Meehl, P. 1978. Theoretical Risks and Tabulaeisks: Sir Karl, Sir Ronald, and the Slow Pragre
of Soft Psychology, Journal of Consulting and @ahiPsychology.
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(2) They must produceon-trivial predictions the more non-trivial the
predictions are, the more worthy the theory becofagsuming those risky

predictions are validated)

The deductive theory prediction step encompassefotiowing third quality:

(3) The predictions of the theory must be empiricalyidated.

However, as stated previously, any lack of emplinedidation is not a failure by any
means, but rather presents the opportunity to dpvwet¢w theory by virtue of an
anomaly. While certain empirical validation fadsrmay be dismissed as
methodological issues such as measurement errgtatatical identification difficulties,
data points that reliably and consistently defydation by the existing theory illustrate
the shortcomings of the extant theory and the aprese new phenomenon that the new

theory must encompass.

A progressive academic discipline must thereforeogeally generatéheoretical ejecta
theories that were formerly believed, but which ¢shbolarly community now considers
to be superceded by newer theories as demandetbhyadies. A short synopsis of such
ejecta from astronomy would include the geocemiriciel of the solar system (where the
Earth served as the immovable central rotationiasl aixthe universe) which was ejected
in favor of the heliocentric model (where the Sarved as immovable central rotational

axis of the universe) which in turn was ejectethwvor of our modern view of the

11



universe that has no central rotational axis atmdl where the Sun is simply one of an
innumerable quantity of stars. Similarly, phydies ejected Aristotelian Physics in
favor of Newtonian mechanics, which in turn hasrbejected, at least in principle, and
replaced by quantum mechanics and relativity (aigfnoit should be noted that
Newtonian physics is still widely applicable agratfapproximation). Quantum
mechanics and relativity are both broadly expebtethe physics community to

eventually be ejected in favor of a new theory thtegrates both theorie®.

| therefore humbly proffer a modest proposal: a ifircation to the Christensen-Sundahl
model. As before, the bottom two levels of thegoyid comprise the data observation
and classification stages, whose purpose is torgena proposetheory which are then
interrogated to ascertain whether they produce eoafly testable, nontrivial
predictions. Proposed theories that are untestabwhose testable predictions are
trivial should be reformulated until the theoriesqroduct testable, non-trivial
predictions. Proposed theories that do produstaliée, non-trivial predictions are
promoted to candidatbeory status. Candidate theories then underfisaan initial
validation process, followed by a continual revatidn process to test and retest said
non-trivial predictions. Failures to validate nimivial predictions represent an
opportunity to identify an anomaly and subsequemiegation of better theory. In
principle, a theory that survives numerous repetgiof revalidation may eventually

ascend to paradigmatic status in the eyes of theemsic community, but as previously

18 Indeed, certain highly successful specializedrieesuch as quantum electrodynamics
have already integrated prior aspects of quantucharecs and relativity, implying that
those prior aspects have been ejected.
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stated, given the diversity and complexity of marmagnt phenomenon, paradigmatic
status would likely serve only as an ideal. Egedftfailed theories are therefore
continually generated by the theory validation stagihe accumulation of theory ejecta

serves as an indicator of a healthy, progressiadexuic discipline.

To be clear, none of this discussion is meant fyrthat ejecta are neatcausal
determinant of academic progress, but the natasalltr of making risky predictions.
Obviously researchers could easily accumulate amending stream of ejecta simply by
deliberately proposing a litany of unreliable thesithat they knew would surely never
survive empirical scrutiny. | assume that researslare legitimately attempting to
produce true, non-trivial theories; the presencej@fta then serves as an indicator that

researchers are discarding failed theories in fatbetter ones.

My modified Christensen-Sundahl pyramid is presgétiglow. Each of the

modifications comprises a chapter topic.

13
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1.4 Structure of the Dissertation
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The dissertation therefore proceeds thusly:

Chapter 2: Empirical Testability and Falsifiability : Valid theories must
provide propositions that run the bona fide riskad$ification. But are
management theories legitimately falsifiable? vieistigate the falsifiability of

some of the most influential management theoridsstory.

Chapter 3- Non-triviality : The entire premise behind any theory is that it
produces surprising (yet empirically reliable) ppspions. Management
propositions are examined for their non-trivialityexamine a random sample of
recent predictions within both the practitionenstiaacademic literature along

with their accompanying theory, examined for thmn-triviality.

Chapter 4 - Empirical Testing & Prediction Validation: Predictions of
theories must be empirically validated before tbay be considered to be
reliable. Propositions must be developedorethe data are collected and
analyzed; | discuss why this step is necessaryhandit is often times subtly

violated.

Chapter 5 — Causality: Mere empirical correlations are insufficient for
management academia to become the truly upedféssionaliscipline that it
claims to be. What practicing managers want toakisowhether certain

correlations haveausalinterpretations, and those causal interpretat@omasvhat

15



management researchers should aim to supplyscusé why this is so and how

causality is established.

Chapter 6 Continuous Testing— Given that empirical results should be viewed
as tentative, they therefore should be subjectedpiicated revalidations, with
retractions occurring as necessary. Revalidatibosld occur not only with the
discovery of new datasets, but also with new themeand methodological
advances. A key sign of scientific progres$a theories are ejected when
found retesting finds them wanting. | discussl#ok of such ejection within

management academia and its implications.

Chapter 7 - Have Any Management Theories Become Raligms? -
Perhaps certain management theories do indeed/swavepeated sequence of
retesting. One might imagine that that would imigt such a theory would be
promoted to paradigmatic status. Unfortunatelyemy the pervasively mutually
conflicting tenets of the management theory langscthe promotion of one
theory to paradigmatic status necessarily impljestieg a conflicting theory.
Yet again, that ejection apparently never seenogtar. | discuss one
particularly enlightening case study of theoretmatflict — that between
Transaction Cost Economics and Resource Dependéremey — and show that
despite mutually exclusive predictions, neitheotlyehas instigated the ejection

of the other. | also show that this is typicabdfeld such as management
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where scholars simply cannot or will not agree uaamniteria of ejection, and

that epistemological dissensus is the true cautschfof field progression.

e Chapter 8 — What is to be Done? Conclusion and Fah Thoughts
The aforementioned myriad epistemological challertbat stymie progress in
management academia have understandably spurtetharp of potential
reform proposals. | review a few popular onese-retvival of purely
qualitative research, the reinstitution of practigrs as faculty, and the launch
of ‘dedicated and insulated research cadres’.ntkemle that while such reforms
may indeed generate more and better theories, afdhem are likely to
succeed in achieving the true marker of progresstvincing the community to
eject obsolete theories. Indeed, such reform§laly to exacerbate the
theoretical clutter by adding yet more theoriethlandscape that will never

be ejected.

Rather, what may ultimately generate ejection asdltant theoretical progress
is the enforcement of the principles of the scfenthethod as laid out in the
previous chapters. | propose a suite of reforrasttie academic community —
likely through journal editors as the instrumertan enforce a set of rules and

challenges to extant theories that may ultimatelyse theories to be ejected.

However, | recognize all too well that such reforans unlikely to be enacted

anytime soon, for the academic community at timeetifrankly, has little reason
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to reform itself. That then raises the naturalstjoa of, given the seemingly
perpetual dissensus within the theoretical landschapw the academic
community can fulfill its mandate of deliveringiadle, non-obvious, consensus

advice to practitioners. One answer to that goess that the dissensus itself

may be the practical deliverable that academigpcavide, such that the
community can and should publicly challenge themtof gurus and
consultants who claim to offer easy, sweeping arswA second answer is that
methodologymay well be a practical pedagogickliverable that academia can
provide to practitioners. While academia maylmtable to provide students
with rigorous answers, academia can at least stsidhenv to rigorously

discover their own answers, or at least to critjcassess the easy answers

supplied by others.
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2 Empirical Testability and Falsifiability

For a proposed theory to be promoted to candidaicgubsequent empirical testing, the
theory obviously must provide empirically testaptedictions in the first place. To
invoke the syntax of Karl Popper, such theoriestrbasempirically falsifiable (a point to
which | shall return later). To clarify, the teffalsifiable’ must be distinguished from
the term ‘false’; the formgorospectivelydetermines that a theocpuld be foundo be
empirically invalid, whereas the latter teretrospectivelyhas determined that a theory

has been foundmpirically invalid.

We shall discuss the underlined line in the Chnis¢e-Sundahl pyramid.
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As a pedagogical device, | propose a simple 2x2 fjamework that assesses the
empirical testability of a proposed managementrhebthen demonstrate how some of
the most prominent management theories in histatyd conform to the grid

framework.

2.1The ‘Grid Framework of Empirical Validation’

Consider a proposed correlation between handsomengsur salesmen and their
individual sales revenue. Or the correlation betwkappiness of your employees and
profits of the firm. Or the size of the CEO’sio#f and improved stock price
performance. Each of these relationships can bagbed as an elementary bivariate
relationship between X and Y. Indeed, almost appsed relationship amongst social
science phenomena can be modeled via a set oasielmentary bivariate

relationships'®#° However, whether such propositions are vtliebries is another

9 For example, moderation and mediation can itselfiodeled in this fashion by assigning X to be the
moderator/mediator construct and Y to be the stteafithe moderation/mediation in question. Noedin
relationships can be modeled as a (potentiallyelasgquence of relationships between two variables.
Classifiers could be modeled as a simple Succeaks#alassification relationship.

% Note that the X/Y bivariate relationship does noe out relationships with other variables. Ihest
words, Y may well be correlated with other variabhlehanges in X are not necessary for changesin Y.
However, ceteris paribus, changes in X will be asged with changesin Y.
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matter. Each proposition can be assessed by lbeviiog simple, 2x2, 4-cell grid

framework.
Figure 4 - The Grid Framework
of Mgmt Theory Validity
Higher
A
Data points are
collected and A /V B
classified into
; . Values
corresponding grid
cell of framewor of Y
LK J C —¥ D
° -
® 00 —
v
Lower
Lower < > Higher
Values of X
Figure 4

If X and Y are proposed to be positively correldtdthe default assumption that | make
throughout this text), then we are proposing tlea dhould predominantly lie within
cells B and C. However, note that cells A and vs@ far more important purpose
beyond simply serving as a catch-basin for stoahastliers. They also denote
disconfirmations of the theory that could in prplei be found. Therein lies the crux of

the difference between theories that are falséhesries that are unfalsifiable. An

2L An inverse relationship can be modeled by simpligching the signs of one of the variables
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unfalsifiable proposed theory of the positive clatien between X and Y must be subject
to the risk that data could legitimately crop ugells A and D. Theories that are
immune, whether definitionally or empirically, frosach risk areinfalsifiable As

trivial as this may seem, some of the most heaiigd management theories are in fact

unfalsifiable and are therefore invalid theories point we shall revisit shortly.

The Grid Framework and the Falsification Test
Both Cells A and D Must be Feasible
Higher
Possible to find *
data in cell A?
Y
Possible to find
data in cell D?
A 4
Lower
Lower < > Higher
X
Figure 5

If the relationship between X and Y is fully deténmtic, then the data should loaly
within cells B and C (with cells A/D serving therpose of checking for falsifiability).
However, the stochastic nature of the businessdnsmlidom allows us to propose

statements with such certainty. Neverthelesshtitie of the datapoints ought to be found
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to lie within cells B and C, with only statisticalitliers found within A and D. These
scenarios are shown in the following figures, wheled circles indicate data that are
tested upon pre-established hypotheses, with geeodithe circle indicating the

proportion of data found within the cell.

Grid Framework Deterministically Validating the
Theory that X is positively correlated with Y

(Deterministic data means that data is found onlyelis B and C, but for Higher
proposition to be falsifiable, data could have pttdly be found in A and B.
Filled circle indicates presence of data. ) A
A B
(data could potentially ) o v
be found here)
o0
C D
o o (Data could potentially
o .. o be found here) v
Lower
Lower < > Higher
X
Figure 6
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Grid Framework Stochastically Validating the
Theory that X is positively correlated with Y
(Stochastic data means that data is found in ad,dalit predominantly in cells Higher
B/C rather than A/D. Size of filled circle is celated with the proportion of data
found. ) A
A B
[ [
[ [ o Y
[ e O
C D
o [
9 e o M
Lower
Lower < > Higher
X
Figure 7

With the 2x2 assessment tool in hand, let us turrattention to one of the most

influential academic management theories in histibry Resource Based View Theory,

2.2 The Curious Case of the Resource Based ViewHR) Theory

As “the leading theory of competitive advantageind arguably the most heavily cited
theory in the entire subfield of strategic managainde resource-based view (RBV)
theory offers the promise of explaining why cert@ims seem to wield long-term
competitive advantage over others despite not gessgmonopoly power or obvious

external barriers to entfy.

22 powell 2001.
% Such external barriers to entry tend to be thedaf the Michael Porter school of strategy.
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RBV encourages firms to search within themselvedidoover valuable ‘resources’ that
others do not possess. Such resources could deysaskillsets, managerial insights,
organizational learning capabilities, advantagesmesal networks, or other such

attributes.

The central theoretical prediction made by RBWhettresources generate competitive
advantage. To understand this prediction, thendiefns of the terms ‘resources’ and

‘competitive advantage’ must therefore be unpacketidefined’..

2.2.1 How does RBV Define ‘Resources’?

e Resources areaff assets, capabilities, organizational procedses attributes, information,

knowledge, etc. controlled by a firm that enabke fihm to conceive of and implement strategies

that improve its efficiency and effectiveneSsbr "firm attributes that may enable firms to

conceive of and implement value-creating stratégies

e Resources are “valuable” to the extent that theybie a firm to conceive of or

implement strategies that improve its efficiency affectiveness" & “when they exploit

opportunities or neutralize threats in a firm'sissvment®

2.2.2 How does RBV Define ‘Competitive Advantage’?

24 Note, rather than imputing my own interpretatiegarding the definitions of the RBV and thereby
imposing potential skew upon those definitionsivMake the original guotes from the academic pattes
represent the foundation of RBV.

% This definition is from Daft 1983, and is cited by Barney, a leading proponent of the RBV schaool,
his 1991 paper: the most heavily cited paper ®RBV school.

% Priem & Butler 2001.
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o Competitive Advantage (CA) is defined as "implenegi value creating
strategy not simultaneously being implemented hyamrent or potential

competitors?’

RBV also theorizes that certain types of resoupreside the strongest, longest-lasting,
and therefore greatest value, relative to othennees. | therefore note the following

additional sub-prediction.

2.2.3  Which Resources Provide the Strongest Competitivedvantage?

e The most valuable resources are characterizedngrigibility, invisibility,
complexity, causal ambiguity” and otherwise “ditfltto-specify interactions
among complex, technological and behavioral vaesiff The foundational
idea is that competitors will quickly imitate vahla resources by developing or
purchasing their own, so it is precisely those ueses that are difficult to

guantify that convey the most long-term competitadeantage.

2.3  Tautology of RBV

The central prediction of RBV theory thereforevisy amalgamating the points above,

that firms with unique valuable resources that ofinms do not possess will enjoy

2" Taken from Priem & Butler 2001, from the directicitation of Barney 1991.
% See Powell 2001 for a philosophical consideratibtie role of intangibility in relation to RBV.Such
considerations also form the core of Diericks & Cb@89.
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competitive advantage. But that is precisely whawtological trouble rears its ugly
head. If valuable resources are defined to basis® provide value as per point (1)
above, and competitive advantage is a value-cigeatnategy as per point (2), then that
means that the notion of resources is linked bindiein to competitive advantage
through the shared construct of ‘value’. Put haotvay, CA and resources are
overlapping terms. Resources and competitive adgandimply entail each other in the
formal sense of entailment. In other words, byrdidn it is impossible for an asset to
be a resource if it does not confer on its firm petfitive advantage. If not, then the asset
in question must therefore not be a resource, bumigue, or both.So my challenge is:
name me a resource that is valuable but that doehprovide competitive

advantage. Is such a concept even possible? IBRtherefore a falsifiable theory?

The unfalsifiability of RBV is demonstrated vividtiairough use of the 2x2 grid as shown
below. Consider the thought experiment of howapiecal researcher would attempt to
investigate RBV’s central prediction regarding domnection between resources and
CA. Such a researcher would presumably obtairtasdawhere some firms
demonstrated CA over others. He would then, eitim@ugh qualitative case studies, or
econometric methods, attempt to link the constofi€@A to resources. He would then
likely find that firms with CA possess such res@as;,cand conversely that firms without
CA lack such resources. He might conceivably direha few firms that have resources
but nevertheless lack CA, perhaps because thegrdudin other organizational

weaknesses that squander the advantage confertbdibyesources. Cells B&C are
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therefore populated, and D is plausible and indpethaps possibly populated with a few

data.

But the key question is: could we ever fill Cell Afonestly, what would happen if he
found firms who do have CA but who have no valuableque resources? Remember,
we are talking about lonagerm competitive advantage rather than any tempana
murky advantage that might be dismissed as ephéstatistical noise. How would the

RBV researcher react? Likely, his reaction wdwgdhat those resources must exist

somewhere in the firfi, and that the researcher simply couldn’t find themot by

definition, they must still existThe possibility of a firm with CA not possessing

valuable, unique resources is entirely precluddatiwithe unfalsifiable tautology of the

RBV theory.

2 powell made a similar point in his 2001 paper.
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Resource Based View and the 2x2 assessment grid:
Is it Possible to Ever Find Datapoints in cell A?
Has CA
A B A
(Could we ever find firms that| (Data are found in this cell) Y = Firm
lack resources but Hatsﬁoes
nevertheless have A Cgmpz\t/ifive
Advantage
(CA)
C D (perhaps some firms
(Data are found in this cell could be found that have
resources but squandered
them & hence lack CA)
v
Does Not
Have CA
Does Not Have I—T
Resources i as
X = Firm Has/ Does Not Have Resourcesgasources
Figure 8

But it gets worse. If after intense combing throtige data, the researcher still cannot
locate any unique, valuable resources possessaditny with CA, what is that
researcher likely to do? A savvy RBV researcherlditikely resort to invoking point (3)

above: that the resource must be characterizéohtangibility, invisibility, complexity,

causal ambiquity” or otherwise “difficult-to-spegiinteractions. In other words, not

only would the very inability to measure a resouseanterpreted as evidence of the
existence of a resource, but as (3) states, reisigely those resources that are difficult to
measure that are the most valualillePoint (3) therefore serves as the researchers’
proverbial ‘Get Out of Jail Free Card”. They @dways dismiss the inability to find a

resource as evidence that the resource must laagitle’ or ‘difficult to specify’. The

% powell remarks that in this way does RBV rendgslft‘refutation-proof”.
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RBV school perfectly insulates itself from falsdion. As shown in the below figure,

any datapoints that seem to belong to cell A bynitedn must actually belong to cell B.

Firms with Competitive Advantage but Seemingly No Rsources
Actually Have “Intangible” Resources (Which Are the Most

Valuable Resources of All) Has CA
A
(Firms with CA but O . 4
seemingly no resources B Y = Firm
actually have ‘intangible’
resources, hence all firms that O . Has/Does
seem to belong in A actually O . Not Have
belong to B) Long-Term
Competitive
. Advantage
D (perhaps some firms (cA)
C could be found that
have resources but
squandered them) v

Does Not
Have CA
Does Not Hav# I—Tas
Resources X = Firm That Either Has or Does Not Hav?zesources
Resources
Figure 9

By definition, the tenets of RBV are unfalsifiabénd the proponents of RBV therefore
can never be wrong. More fairly, RBV should notclessified as a theory at all, for Cell
A of the Validation Grid is not logically possibleRecall that both off-diagonal cells
(both A and D) of the validation grid must be pbgsifor a theory to be valid. Yet under
the definitions of RBV a firm that has no resourgesnevertheless enjoys CAis a

contradiction in terms.
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Cell A is not a Logically Possible Category,
Therefore RBV is Not a Valid Theory
Has CA
A
f Y = Firm
tL Ica Has/ Does
Possible Category Not Have
Long-Term
Competitive
Advantage
(CA)
v
Does Not
Have CA
Does Not Have I—T
. . as
Resources X = Firm That Either Has or Does Not Haves oo yurces
Resources
Figure 10

The upshot is that the Resource Based View, the bethe subfield of academic
management strategy, is a fundamentally unfalddiabd therefore untestable theory,
true only by virtue of construction. No data thauld ever possibly be discovered would
prove it false; which then raises the question oy wo many empirical RBV papers — of
which there are likely thousands at the time dof thiiting - have been published to

validate a theory that could never possibly be \gron

To be fair, RBV is not the only popular unfalsifiatmanagement theory. The theory of
‘core competency’ — a favorite amongst practitieners likewise unfalsifiable. That
should not be surprising given that core competegeyns to be little more than
rebranded RBYV for the practitioners’ set. Let osvriurn our attention to the theory of

core competency through the lens of the 2x2 gigiffability framework where |
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demonstrate that the theory of core competenceguffom the same logical problems

as does RBV.

2.4 The Theory of Core Competency: RBV, PractitioneStyle

Consider the recent example of the dotcom boorhefdte 90s, now perhaps now little
more than a bitter faded memory for the grizzlexhteognoscenti: a cautionary tale of
business hubris and inanity. But during its heydlag boom was notable not only for the
myriad brand-spanking new startups founded to ssaeeningly endless opportunities,
but also for established firms creatively repositig their businesses around their ‘core
competency’ that extended to the dotcom wave. stiperhero Plastic-Man never
exhibited such impressive self-contortion! IBSbkarted that its true core competency
was actually providing the overall computing religyp that Internet sites required, not
their once-touted, outdated core competency ahgellenerable mainframe systems
whose architectures stretched back to the 19@Dsacle Corporation boasted that rather
than merely selling database systems, its truebssiexpertise stretched to general data
access and management that the dotcom firms neédtiaps most brazenly of all, Intel
asserted that Intel Online Services, its shortdiwebsite-hosting business, was a natural
outgrowth of Intel's decades-long core competenayanaging large-scale

semiconductor fabrication plants.

%L This was precisely the pitch sold by the salesasgntatives of Intel Online Services to this antho
during the dotcom boom era.
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But the ‘core competency’ concept was not mereiyiesmarketing spiel to bamboozle
unsuspecting customers. It was also meant to goms@demic respectability, as defined

by progenitors C.K. Prahalad and Gary Hamel:

“Core competencies are the collective learningénaifyanization, especially
how to coordinate diverse production skills an@gnate multiple streams of
technologies.... First, a core competence provsntial access to a wide
variety of markets. ...Second, a core competenceldmake a significant
contribution to the perceived customer benefitthefend product. Clearly,
Honda’s engine expertise fills this bill. Finally,core competence should be
difficult for competitors to imitate....%

Unfortunately, Prahalad’s and Hamel's explanatiboave competency seems to confuse
more than it iluminates. How do you knavhata firm’s “collective learning in the
organization” might be, other than by imputingatsstence through success of the firm?
How do you know whether a particular characteristithe firm “make[s] a significant
contribution to the perceived customer benefitsivbether it is “difficult for competitors

to imitate”? %3

In practice, the ‘core competence’ motif sharesstrae retrospective plasticity and
resultant unfalsifiability as does RBV. Core catgncy, in distilled form, seems to
translate into the hypothesis: “A firm will succeiedporoviding a product/service to the
extent that it has valuable unique internal expertielivering that product/service.”
Replace the term ‘valuable unique internal expe'rtisth the word ‘resource’, replace
the term ‘succeed in providing a product/servicghwhe term ‘competitive advantage’

and you have RBV.

32 http://www.economist.com/node/12231124
% bid
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We invoke the validation grid to demonstrate carmpetency’s inherent unfalsifiability.
We check the feasibility of both cells A&D. Akio RBV, it might well be true that a
firm with valuable core competencies might nevddse fail to exploit those
competencies to produce a successful product, pethecause the firm suffers from
other weaknesses that hinder the exploitationsafaotmpetencies. Such a firm might
reasonably be categorized into cell D. But hetfgeskicker: Might a firm be categorized
in cell A in developing a successful product foriethit had_nocore competency? What
would happen if we found an example of such a firi8rely, we would argue that the
firm actually possesses heretofore unrecognizeertacore competency corresponding

to that product after all, for how else would omxglain the success of that product?

Cell A is not a Logically Possible Category,
Therefore Core Competency is Not a Valid Theory

Yes

A

[ Y = Firm

t L ICa Succeeds/Fails
Possible Category in
Corresponding
Product/Service

No
Does Not Have I—Tas Core
Core X = Firm Lacks/Has a Core Competency Competency
Competency (i.e. valuable unique internal expertise)

I in the product/service in question

Figure 11
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2.5 Principal-Agent Theory and Unfalsifiability

The savvy reader might note that the aforementiamgalsifiability of RBV and core-competency
theory stems from an invocation of aferred characteristic That is, thepresence of either a core
competence or a resourcerigerred from the presence of success or competitive adgantvhich
irrevocably fuses the definitions of the terms hrdce renders them unfalsifiable. A key corgltar
unfalsifiability is that certain constructs arefitifilt to measure and hence require such inferrgthe
concepts of resources and core competencies anedefs constructs that provide performance
advantages, but may otherwise comprise any chaistict®f the firm. Ingenious R&D scientists,
strong sales/marketing skills, efficient distrilmtinetworks — any or all of these traits could be

considered resources or core competencies.

This measurability “wiggle-room” built into manyhar influential theories renders their falsifiatyili
suspect as well. Consider the influential academanagement theory known as the ‘Principal/Agent
Theory’ (PA). PA starts with the basic econonbiesed assumption that everybody’s behaviors are
governed by a utility function that they are pefiatip maximizing. PA then holds that the utility
functions of a firms’ owners - known asincipals- will differ from or bemisalignedirom_the utility
functions of the firms’ managers, knownaggents Principals also cannot perfectly monitor thecag

of the agents, so agents enjoy great freedom taveets they wish. Because the utility functions of
agents and principals may differ, and everybodssumed to always maximize their own utility, agent

will inevitably engage in the shirking of duty ather private profiteering that maximizes theirititibt
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the expense of the utility of the principals. &tmptions, performance bonuses, and other such
incentive programs are the recommended prescrptgmproponents of PA theory by which the agents
utility functions can be modified to align with th@ of the principals. For example, because paisi
are usually stockholders whose utilities increagh stock price appreciation, then compensating the
agents through stock will modify the agents’ wilitinctions to conform to that of the principals’.
Indeed, much of the recent boom in executive stded compensation in the last few decades is

attributed to the influence of the Principal-Agémtory**

Yet PA suffers from a fundamentally unfalsifiablere because of its reliance upon the
concept of utility maximization. Truth be toldjlily maximization is a cloaked
tautology, as any action that the individual everases to take, by definition, must be

directed towards maximizing his utility. As morbyditated by economist Robert Frank:

“...Suppose, for example, that we see someone drink a
gallon of used crankcase oil and keel over debiilitly-
maximization] can “explain” this behavior by sayitiat
the person must have realiked crankcase oil...*

The underlying problem is that utility — just likesources’ or ‘core competency’ - is a

fundamentally unmeasurable construct. No tocsgméy exists with which one can

3% To quote Frank VermeulenThis practice — of offering CEOs stock-based pay — is a
recommendation straight out of something called "agency theory." It is one of the few academic
theories in management academia that has actually influenced the world of management
practice. It is basically a theory, stemming from economics, that says that you have to align the
interests of the people managing the firm with the interests of its shareholders. Otherwise, they
will only do things that are in their own interest, and will be inactive, lazy, or plain deceitful. Yep,
these economists have an uplifting worldview.” - http://blogs.hbr.org/vermeulen/2009/04/why-
stock-options-are-a-bad-op.html

% Frank, Robert H. Microeconomics'{Edition).
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independently measure somebody’s utility. Rathglity is animputed constructyhose
very existence is inferred by the behaviors of Wwhidividuals choose to partake. But
such inference definitionally fuses together thestauct of utility with behavior.
Somebody drinking used crankcase oil and dyinggong is necessarily (and

unfalsifiably) maximizing his utility.

The unfalsifiability of PA therefore stems from thumdamental fact that no evidence
could fall into the A quadrant—nothing would integped as violating someone’s utility
function. Because neither the principals’ nordlgents’ utility functions can ever be
directly measured, any misalignment of those funmgtican likewise never be directly

measured but rather can be inferred only throughditiering behavioof the agents

relative to that of principals. Yet that differibghavior is precisely what the difference
of utilities between principals and agents is afieng to explain in the first place! Put
another way, what if certain agents, lacking arcgmntives that reduce utility function
misalignment, nevertheless behaved exactly acagtdilmow the principals would wish?
For example, let's assume that we found certain €&Mo tirelessly work to boost the
company stock price, but without any personal foi@nncentives to do so. The
researcher would then likely conclude that the@pial/agents’ utility functions must not
have been misaligned after all. Using the 2x@8 fi)amework, could it ever be logically
possible for the principals’ and agents’ utilitynfitions to be misaligned, yet the agents

nevertheless dutifully execute the wishes of theggals?

38



Principal-Agent Theory:
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Because the X and Y axes of PA theory are defiméliy linked, PA theory cannot offer
falsifiable empirical predictions. Just as cramis€ oil connoisseurs must have really
enjoyed crank-case oil, similarly, agents who behexactly according to their
principals’ desires must really have utility furtets that are perfectly aligned to their
principals’ desires. Any purported utility misaligient must not actually exist. PA,
despite its popularity, is therefore not empirigddlisifiable and hence cannot be

accepted as a true candidate theory.

2.6 Conclusions

Proposed theories must produce empirically falsi@gredictions to be promoted to the
status of candidacy. | believe that my 2x2 grahfework is an intuitive yet remarkably
effective tool for assessing falsifiability. Armdidate theory must potentially populate
each and every cell of the framework without défomally excluding any cells.

Proposed theories that fail to do so — apparentiding some of the most popular and
influential management theories in history — muestdformulated until they do produce

empirically falsifiable predictions.
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3 Non-Triviality

To be sure, falsifiability alone is insufficient émsure the value of a theory. A theory
that predicts cold weather in Siberia next winseindeed falsifiable — since perhaps the
weather might be warm. But it is undoubtedly &lynobody would be surprised if the
prediction was found to be true. As stated by RRopiheories are valuable to the extent
that they produce surprising, bold predictionst(dra true). This chapter examines the
ability of management theory to proffer such balddictions. We are at the underlined

step of the modified pyramid.
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3.1 Introduction

One currently popular comedic tropes is the mockihgews, particularly the mocking

of inane newspaper headlines. The “Headlines” cherigt by Jay Leno run on Monday
nights of The Tonight Show collates some of thieesiheadlines that his viewers send to
him, and Leno has even sold several books coligthie most infamously banal
headlines. A number of comedic websites are likewdedicated to the collection of such
mass media inanity. This comedic trope has alseqar popular with non-English

audiences who also enjoy mocking the fatuousnegofown news organizations.

So let’s play a game. Consider the following éifstatements, and ask yourself to which

category they belong:

(A) An obvious news headline pulled from a comedic webs

(B) An actual hypothesis published in an actual A-lemahagement paper

The statements are

1. Females likelier to test for women’s disease
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2. Stores offering the best bargains are most popular

3. Women are higher in femininity than men

4. Human capital is positively related to performance

5. The passage of prohibition regulation by countras states will increase brewery
failures.

6. Career competencies are positively related to eyapitity

7. A lower average investment analyst recommendatothie company’s stock will
result in a greater probability that the CEO wél dismissed

8. Close look at dating finds men choose attractivenem

9. [Employee] turnover damages performance more waaveks are proficient

rather than novice.

The answer is that (1), (2), and (8) are drawn feopopular comedy website. The rest
are bona-fide hypotheses proposed within managepagretrs published in top-level
journals since 2006. | would venture to say thase hypotheses are indistinguishable in
terms of inanity from those of the sillier news tigaes that warrant Internet mockery.
The academic management literature would theresfeeen to offer a comparable vein of
rich comedic material. Should we expect a futymiea@de of The Tonight Show with Jay

Leno featuring an edition of “Headlines — Managetsrademia Edition”?

% Specifically from ‘The 25 Most Obvious HeadlinegeF at
http://www.huffingtonpost.com/2012/05/24/most-olhygeheadlines-ever-
photos_n_1542847.html#slide=974315
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3.2  Why is Non-Obviousness Important?

Now, to be clear, the above discussion was notrieteto the empiricatesultsof
management papers. Obvious results may arguablgesty epistemological value.

The issue is regarding obviohgpothesesyhich have yet to be validated by data.
Recall that one critical element of good theorgeigenerate non-obvious (yet
empirically reliable) hypotheses thaedicthow the world should behave. That then
raises the question — what'’s the point of thedrgiping so only allows you to generate
trivial hypotheses? As per Lakatos and Poppeoribe demonstrate their value when
they allow you to generate non-obvious — indeeésegly ridiculous — hypotheses, that

are then shown to be empirically correct.

Stephen Cole forcefully discussed the value (dt thereof) of obvious theorizing in his
1994 paper in Sociological Forum. While his comtaemere directed specifically at the
field of sociology, the same criticism applies tamagement studies, which is an

outgrowth of sociology.

“Whether or not this type of criticism [of obviousness] is valid
depends on the aim of the research. If the aim ohé research is
primarily descriptive, then to say that the resultsare obvious is an
illegitimate critique. If we want to know what the facts are-and
they turn out to be what we thought they wouldthen this is useful
information. Because as Lazarsfeld (1949) has shoywmany

"facts" become obvious only after empirical data hae shown them
to be true. However, if the aim of the research igheoretical-that is,
to bring an understanding to the facts-then the ctique of being
obvious carries more weight. It carries more weighfor two
reasons. First, [it] is supposed to be a disciplindat yields
knowledge that is not simply common sense; othervaswhy the
need for the expensive discipline? Second, a coriution to science
is supposed to tell us something that we did notralady know. To
find what is already known...is not usually judged tobe a
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significant contribution to new knowledge (Popper,1963/1972).
Thus, in all sciences the theories that develop cotgrintuitive or
unexpected results are more likely to be judged tbe additions to
knowledge.”’

3.3  Obviousness of Academic Hypotheses in Top Jowls:

In light of the epistemological metric of non-tity as proposed by Popper and other
philosophers of science, | therefore test whethemagement academic hypotheses in top
journals are indeed obvious. | randomly select@eérbpirical hypotheses from A-level

management journals, to be tested for obviousness.

To translate the extensive jargon employed in mameant research articles that may
mask the obviousness of a particular hypothesamplanelled a group of 7 volunteers
(call this group 1), none of whom have ever woreednanagers or ever studied
management as a formal scholarly discipline. Tivetenteers were then randomly
selected to peruse a subset of the 50 hypothégdsast 2 volunteers were assigned to
each hypothesis, and no volunteer was assigned timamel5 hypotheses. Volunteers
were assigned to translate any jargon they fourdem assigned hypotheses to
colloquial language that could be commonly undexdtoy untrained subjects. The
volunteers performed this translation by perusirgftont-end® of the papers and

relying upon the terminology and definitions withirose front-ends. Given that every

" Cole 1994.

% The ‘front-ends’ of management papers consishefihtroduction and Theoretical Development sestion
of the paper that precede any empirical resultéuiseers were specifically told not to examine the
empirical results of papers and, whenever possitdee provided with paper front-ends that excluthed
results.
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assigned hypothesis is directional in nature - ithahe hypotheses proposed that certain
variables were either positively or negatively etated with each oth&r- volunteers

were tasked with restating their assigned hypothes@eutral’ directional format in
order to remove any indication of the directiortled hypothesis as proposed by the
article’s author... For example, if a hypothes&es that variable A is positively related
to variable B, then | had my volunteers restatehyy@othesis as ehoicequestion of

whetherA was positively or negatively related to B. Araelple is shown below.

All group 1 volunteers assigned to a particulardtiipsis would agree on a particular
translation. | maintained veto power over a tratish if | felt that it had severely
misconstrued the meaning of the hypothesis, baténonce had to invoke that power.
Importantly, none of these volunteers was told whatultimate purpose of the
translations in an attempt to avoid translation bias. All ttiese volunteers knew is that
they were being instructed to translate jargon a@xmmon language and to eliminate any

indication of the hypotheses’ predicted direction.

39 As stated in Edwards (2010), almost every managemgothesis published in the top journals is
directional in nature.
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Example of an original management hypothesis
and its translation by the Group 1 volunteers

Note, the translation was expressed in neutral dire  ctional format to conceal the
positive direction of the original hypothesis. Als 0, the definition of “high self-
monitors” included in the translation is a direct g uote from the text of the original
paper.

Original Text of Hypothesis:

“The higher the self-monitoring score, the larger the number of new friends an individual will attract over time.”

Hypothesis after translation from jargon and conver ted to neutral directional format:

Given the following definition of “high self-monitors™:

“High self-monitors have been described as “consummate

social pragmatists,” able and motivated to project images designed to evoke positive affect and conferrals of
status in their relations with others.”

What would you guess is the correlation between the following two variables:

Variable 1: High self-monitor score

Variable 2: Number of new friends an individual will attract over time

Figure 15

With translations in hand, | then developed a sytwel using the 50 translated

hypotheses. | then submitted that survey tooldgooap of 50 volunteers, who | call

group 2, none of whom overlapped with group 1. @rawolunteers were asked to guess
what they felt the most likely directions of eadtttee hypotheses would be. Similar to
group 1, no members of group 2 had ever workedasagers, nor had they ever studied
management as a formal academic discipline. Asamtive to answer honestly, a

prize was paid to whoever could ‘guess’ the largeshber of correct hypothesized

directions.

| plot the results in Figure 1. Each data pointegponds to one of the 50 post-

translation hypotheses, and the percentage vatlieates the percentage of the 50 Group
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2 volunteers who correctly guessed the directiothefypothesis. A 100% meant that
every single Group 2 volunteers correctly guesbedatithors’ proposed direction of the
hypothesis and hence the hypothesis was entirelypad to everybody, whereas a 0%
meant that everybody guessed wrong and thereferbyihothesis was not obvious to

anybody.

Results of the 50 volunteers guessing

the correct directions of the post-translation tiipees

Less obvious More obvious
to participants to participants

Figure 16

The interesting aspect of Figure 1 is not onlyhet the bulk of the observations skewed
strongly toward the right side of the graph, whiackans that the majority of observations
were relatively obvious. More importantlyot a single hypothesis’s directiovas
correctly guessed by less than 44% (or 22/50) afnteers. Hence, the direction of even
the least obvious hypothesis was neverthelessathyriguessed by nearly half of the
volunteers. None of the hypotheses could be sdie ttruly non-obvious (which | define

to be less than 40%).
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Why were no hypotheses
found within this region?

Less obvious More obvious
to participants to participants

Figure 17

As a thought experiment to serve as a point ofeef® to compare the above results,
consider what would happen if you knew absolutelthimg about a directional
hypotheses in question. You could always flip @ cas a directional hypothesis implies
that the 2 variables comprising the hypothesegiétner positively or negatively
correlated. Even the proverbial alien from oufgce who has no familiarity with
humanity could guess the correct direction of aational hypothesis 50% of the time.
We could therefore assign that 50% probability agyaly conservative ‘null hypothesis’
equivalent to the entire set of Group 2 voluntdeisg aliens who know nothing about
the phenomena that management scholars researelgrdjphical results illustrate that
the ‘aliens’ null hypothesis can be clearly rejeate<0.01) and that the volunteers

clearly found management research to be obvious.
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As a further check, I then returned to the groumtiinteers for and asked them to submit
their personal thoughts about the translation moeethey had been asked to complete.
To reiterate, none of them were ever told the psepaf the translation exercise, and none
of them reported having discussed or having evenamgof the group-2 volunteers.
Hence, the reason for why they were tasked to partbose translations was ostensibly
still a mystery to them. All they knew is that thgpotheses they were asked to translate
came from management academic journals, but tlegati know the quality of those
journals (which unbeknownst to them were all A’®&udrtheless, the responses that |
obtained ranged from disbelief, to sarcastic, aitsng. Some of the quotes | received
are illustrated in the following tables. More inmfamtly, not a single group-1 volunteer

had a positive word to say about the hypothesastthaslated.
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Disbelief quotes

Sarcastic quotes

Scathing quotes

“I don’t know business
schools. Is this what
business school faculty do

all day long? Really?”

“Here’s my summary:

People want respect.

The End.”

“l can’t believe people

spend time actually writing
this ****_ | can’t believe
that people spend time

reading this ****.”

“These are all low-level

journals, am | right?”

“I really learned something
| learned that if you have
more social status, you wil

get more flattery.

See, there was my problen
all along. |thought that
more social status means

more insults. Now | know

“Straight-up tosh”

better.”
“Where did you get these?| “They'd be Why why why why why
Is this a joke?” educational...for a 10-yeart why why why why why do

old.”

people spend their time

[writing] this?”

Figure 18
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So evidently, the hypotheses that top-level managéiournals publish are obvious. As
Kenneth Thomas and Walter Tymon observed in thegdepin the Academy of
Management Review in 1982 (which was itself citn$y976 paper by G.C. Lundberg),
“most of the fields' findings are trivial and adtldi to common sense?® And if it adds little to
common sense even to non-practitioners, surelywedtl managers are even more
likely to find much management academic work tdrivéal. That then raises the natural
guestion of what then is the value of managemesdrihas it seems to generate
hypotheses of such obviousness -or perhaps moueadely, only ever seems to generate

publishablehypotheses of such obviousness.

Of course the underlying assumption is that the purpose of management academic
theory is to advance truth. If that is so, théPopperian/Lakatosian approach to theory is
entirely appropriate: theories that generate hwdah-obvious hypotheses that are then
empirically validated should be accorded the gstatatus, in the same manner that
guantum mechanics and relativity produce a litangoovnright ludicrous hypotheses.,

but which have nevertheless been empirically védididime and time again.

34 Conclusion

The academic management theories published in tofagement journals as well as my

experimental design seem to produce relativelyrientrivial predictions, and certainly

no counterintuitive predictions. The most nontahpredictions they produce are ones

“°Thomas & Tymon 1982.
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whose results were predicted by roughly half obpytation possessing no prior training
in management — such predictions being essengkiiyto a coin flip. That is, actual
obviousness fares worse than randomness. Indezthdories produced by gurus may
be less trivial than those produced by academiqadih this notion was never
empirically investigated and is therefore a tafgefurther research). Nevertheless, the
paucity of nontrivial management theories is stiiki According to the modified
Christensen-Sundahl model, theories that fail tmlpce nontrivial predictions are
supposed to be reformulated/reclassified — yetadpparently would entail reformulating

a vast litany of extant management theory.

Once a proposed theory is verified as having indgaatrated falsifiable, non-trivial

predictions, that theory is promoted to candiddeyus. That theory is then subject to

empirical validation, a topic to which we now tumthe next chapter.
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4 Empirical Testing & Prediction Validation

After verifying that a proposed theory indeed gates empirically testable (that is,
falsifiable), non-trivial predictions, we can protadhe theory to ‘candidate theory’
status. The next step of the framework is natytalthen test the predictions of the

candidate theory. We are therefore at the untetlstage of the framework.
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In this chapter, | reinvoke the 2x2 grid framewaded in Chapter 2 as a simple
pedagogical tool to check whether a candidate thieas been properly validated. | then
invoke the theories of two famed management guok®e ‘In Search of Excellence’ by
Tom Peters & Robert Waterman and ‘Good to GreatlinyCollins - as case studies
regarding how to conduct proper empirical validaticNote that both of these books are
widely regarded as two of the most influential ngeréal theory books ever published.
As previously mentioned, In Search of Excellence $wd over 6 million copies to date
and was the most widely held library book in thatekh States from 1989-2006
according to the WorldCat databd$eBy comparison Good to Great is no certainly no
slouch, having sold over 4.5 million copies to date has been cited by several
members of the Wall Street Journals’ CEO Councitlas best management book they
have ever read® Yet despite their sales accolades and laudatorp$l | demonstrate
through use of the 2x2 grid framework that the pssu theories espoused by each of
those books have not been subjected to properati@id | then examine management
academic papers published in the following leagimgnals: Administrative Science
Quatrterly, the Academy of Management Journal, Qegdion Science, Management

Science, Strategic Management Journal and the AtadéManagement Reviéiwand

* WorldCat Database 2006.

*2Murray, A. 2010 The Wall Street Journal Esser@ialde to Management.

3 Every one of these journals earned scores ofsmtlean A/A+ rating from the 2013 Journal Quality
List(JQL) of Anne-Wil Harzing. JQL is availableree http://www.harzing.com/jql.htm
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demonstrate that, despite their quantitative sdighison, they are little different from
the books of the gurus in that they lack properieogl validation. Indeed, | show that
those theories, rather than merely being dispaagaeports of empirical validation
tests, instead exhibit surprising parallels to iethod screenplay tropes. | conclude

with a discussion of the state of validation in @g@ment theory.

4.1 The Grid Framework

As discussed in Chapter 2, falsifiability requitieat countervailing evidence not be
definitionallyimpossible to discover. Such definitional impbggy can be assessed by
the 2x2 cell framework by validating that each arndry framework cell could
conceivably be filled; nothing inherent in the thewould force datapoints that

ostensibly belong to a certain cell to be reclasiinto a different cell.

Candidate theories must then be subject to a tedidarocess. The 2x2 matrix can be
invoked once again to determine whether such aatadin process has occurred. Each
of the 2x2 framework cells must not only be defonitlly viable so that the theory is
falsifiable, but alsanethodologicallyiable so that it can be properly validated. Tikat
the research methodology that validates the themst actually run the risk of collecting

datapoints that fail to conform to the theory.
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As an example, consider a generic theory thatposgtively associated with Y. One
would therefore expect to collect datapoints thatild predominantly belong to cells B
and C, with relatively few belonging to cells A & Dndeed, if the theory in question
was deterministic in nature, then the only popuatells would be B & C. However,
because most management theories are stochasatuire, it is sufficient to demonstrate
that cells B & C are predominantly filled compatectells A & D** that scenario is

illustrated in the following figure.

*4 Technically speaking, what matters is that thetingency cross-product quantities within B and C
exceed the cross-product quantities within cell& B by a statistically significant amount. See foes
(2012).
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For a Generic Theory That X and Y are Positively Asociated.
The Theory is Validated if cells B/C are
More Populated than Cells A/D
Yes
A
o o
A @ B @
.' o Y
o %o °
C D
[
o ® o il
No
No < >
Yes
X
Figure 20

The risk of encountering disconfirming data is aessary component of the validation
process. For the generic theory that X is poditiessociated with Y, the researcher
must run the risk that he might find numerous daitats within cells A/D - perhaps
numerous enough to call the purported relationbbitgreen X and Y into question. For
example, if from a statistical standpoint, rougthlg same number of datapoints was
found in cells A & D relative to cells B & C, theme might conclude that the theory is
wrong for no positive relationship between X anevduld seem to exist. tore
datapoints were found in cells A & D relative tdle® & C, then one might conclude
that the theory is not only wrong but actually dencally wrong, for the correct
relationship between X and Y is not in the purpdgesitive direction, but rather is

negative. Those two scenarios are illustratatderfollowing two figures.
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Roughly the Same Number of Datapoints are Found iA/D as in
B/C. Hence No Clear Association between X and Y lHaBeen
Established.

Yes
® ® A
¢ X ® B @
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o
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Yes
X
Figure 21

More Datapoints are Found in A/D Than in B/C.
Hence, Rather Than X and Y Being Positively Related
X and Y are Likely Negatively Related

Yes
A
®
®, o B @ ,
o0
® O
®
C [ J
o ©® o0 o |
No
No < >
Yes
X
Figure 22
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4.1 Case Study #1 ‘In Search of Excellence’

Perhaps the most prominent example of a best-getiamagement theory that fails to
conform toexperimentafalsifiability is the theory of managerial succgssposed by

Tom Peters and Robert Waterman in the famed bao&élarch of Excellence’. Peters
& Waterman investigated a group of firfishat they deemed as ‘excellent’ as measured
by a number of metrics ranging from financial periance, respect amongst managers at
peer firms, and the general opinions of Peters &aan themselvés Peters &
Waterman then extensively investigated by thorobgh exclusively inductive work, the
histories of those firms that they deemed to bekat to uncover the cluster of
strategies and managerial practices shared amalhgéthem. That strategy-set — which
turned out to be a set of 8 management compoHtentgere then declared by Peters &

Waterman to be the strategy-set associated withdicellence.

Peters & Waterman'’s theory is valid from a defontal standpoint, and application of the
2x2 grid framework demonstrates that to be so as/shn the following figure.
Use/non-use of their strategy-set is not definalbnlinked to excellence/non-excellence.

Excellent firms might conceivably not have adoptesl strategy-set; conversely, firms

> As pointed out by Stewart (2009), while Peters &té/man claimed that their research study was based
on a group of 43 excellent firms,“15 of the exceflérms are instantly forgotten upon making ttet; la
further 20 or so receive only cursory references; enly 7 are discussed in depth.”

6 See Peters & Waterman’s Appendix and Chapter$ot-their precise definition of excellence.

*" The 8 components of the strategy-set were four@t@1) A bias for Action; (2) Being close to the
customer; (3) Autonomy and Entrepreneurship; (4dBctivity through People; (5) Hands-On, Value-
Driven Management; (6) Stick to the Knitting; (#)&ile Form, Lean Staff; (8) Simultaneous loose-tight
properties. An explanation of each of these coraptis beyond the scope of this text; interesteders

are directed to Peters & Waterman'’s original text.
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that did adopt the strategy set might not achiexeléeence. Every single cell of the
framework is viable and so the theory is indeedifiable. Assuming that the Peters’ &
Waterman'’s theory also generates nontrivial préstist— which it arguably do&s- the

theory can be promoted to candidacy status.

Peters & Waterman'’s ‘In Search of Excellence’ Theoy:
Every Cell is Definitionally Possible.
The Theory is Therefore Falsifiable and is a Candidte TQ%%ry

A

A V B V Achieved
Excellence?
c o/ o o

No

NOA »

\;es
X = Adopted Peters & Waterman'’s
8-component Strategy Set?

A

Figure 23

Yet however viable all cells might be frondefinitionalstandpoint, only cell B is viable
from amethodologicaktandpoint. Recall that Peters and Waterman feqaty selected
only firms that had attained their definition ofrffmemance excellence. Data on Non-
excellent firms were never collected and hences¢@land D are rendered
methodologically impossible. Peters & Watermanhiermore then proceed to search for
a specific strategy seharedamongst those excellent firms, thereby precludtlireg
inclusion of any datapoints about the firms thexdstd that did not share the same

strategy. In the course of searching, Petersa&eéwhan must have surely encountered

“8 Follow-on research should confirm whether the jotéhs of Peters & Waterman are indeed nontrivial.
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numerous strategy characteristics that were naedhemongst the entire set of excellent
firms, only to be discarded by Peters & Watermaio wiere searching only for a strategy
set mutually shared by their sample of excellamdi Peters & Waterman therefore
methodologicallyexclude all unshared strategy characteristics ftwrdeclared final

strategy set, hence systematically excluding aldjlaints except those in cell B.

Peters & Waterman'’s ‘In Search of Excellence’ Theoy:
Only Cell B is Methodologically Possible. They Never Check For
the Existence of Potential Datanoints in Other Cet

es
A
® o
A B .
® O Achieved
o Excellence?
C D

v
No

A
y

No
Yes
X = Adopted Peters & Waterman’s

8-component Strategy Set?

Figure 24

‘In Search of Excellence’ is therefore not a vaightheory, however much Peters &
Waterman might insist it to be so, because thethouology neglects any potential

control groupoutside their studied firms or even across thadithey studied. Recall that
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proper validation of a theory that purports thaand Y are positively associated requires
placing that theory at risk by examining whethdlsc& and D might be sufficiently
populated as to cast doubt upon the theory. Migre in fact be numerous firms that
adopted the Peters & Waterman strategy set yet megrexcellent and hence belonged to
cell D? Might there be firms aplenty that achieeadellence without using the Peters &
Waterman strategy set and hence belonged to cellA&/'ll never know; their
methodology filters away any such potential datafsoi Generating validated theoretical
statements regarding the strategy-set of a setoaflent firms requires a control group
with which to compare. Such a control group waedve to classify datapoints with

low values of X and/or Y: the more control-growgtapoints that are found to be

populate cell C rather than A/D, the more valithis theory.

As a thought experiment, compare the following figares, where the first figure
illustrates what Peters & Waterman demonstrate@reds the second figure is a
hypothetical study regarding the datapoints they ttould have collected with a
methodology that did include a control group? Wh#tey found that cells A and D are
actuallymoreheavily populated than are cells B and C? Thatlevonply that adoption
of the Peters & Waterman strategy set actuallyetates with dower probability of
excellence than would non-adoption. That woulddatk that Peters & Waterman’s
strategy set is a strategy set that firms mightbk-advised to avoid. But again, Peters
& Waterman’s methodology prevents them from disciongthis. That they examined

only the contents of cell B tells us nothing abitnt populations of the other three cells,
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and therefore prevents us from drawing any conghssregarding the association

between strategy set and performance—especiaitycancerns excellence.
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Peters & Waterman Show Only This Data and Argue thaTheir
Strategy Set is Positively Associated with Excellee

Yes
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o Excellence?
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No < >
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X = Adopted Peters & Waterman'’s
8-component Strategy Set?

Figure 25

What if the following represented the true populaton of the 2x2
matrix according to the Peters & Waterman strategyset? Cells
A/D are actually more heavilypopulated than are cells B/C. Peters
& Waterman'’s strategy set is therefore_negativelyassociated with

excellence.
){es
°® o P ¢
® A _eo B @ .
o o ® Achieved
® ® Excellence?
% ® o
[ C o D o No
o o ® o
4

» YEs

|

No

A

X = Adopted Peters & Waterman'’s
8-component Strategy Set?

Figure 26
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To be sure, while the lack of a control group ©w@cial methodological, flaw in Peters &
Waterman’s methodology, having a control group alsninsufficient to validate a

theory — a point I illustrate in my next case stofisood to Great by Jim Collins. | now
segue to this case study to reveal another metbgdal flaw that demonstrates the lack

of validation, and how the 2x2 grid framework helpseveal that flaw.

4.2 Case Study #2: ‘Good to Great’

For the purposes of brevity, | refrain from diseogghe extensive methodology of Good
to Great in its entirety; interested readers arectied to Chapter 2 as well as Appendix 2-
3 of the book. However, in a nutshell, Collins dmslresearch team first builds a list of
11 examples of firms that became ‘good-to-grefitms that were once ‘good’ but that
later became ‘great’ as defined by an strong upsvahift in share price performance
both relative to their industries and relative tor@r period of time for those same firms
when they were performing at a merely ‘good’ levdlhey then build a matching set of
candidate ‘good’ firms by using the same metricthas of the ‘great’ firms, but where
those good firms share prices did not exhibit fnards share price performance shift
that the ‘great’ firms exhibited. Then they devasealgorithm (based on the average
value of six criteria to be explained later) todfithe closest match that pairs a good firm

to each great firm to generate 11 great/good mdtphes.

With the matched pairs in hand, Collins and teaem tthelves through media reports,

press releases, cases studies, and any othetureethey can find regarding their
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Great/Good matched pairs. They also supplementitiia@ture with interviews with
company executives to generate a strategy-seffefetces between the good/great
matched pairs. Collins openly declared that herftagre-set theory, stating in a

highlighted paragraph:

“It is important to understand that we developed

all of the concepts in this book by making

empirical deductions directly from the data. We alad
begin this project with a theory to test or prowée sought
to build a theory from the ground up, derived disefrom
the evidence?®

Collins’ research leads him to enumerate the falagwive features as the expositive
difference between Good and Great firthd.refer to this set of five features as the Good
to Great Strategy S€iG2GSS) all quoted descriptions below are pulled dingétbm the

corresponding chapters of Good to Gréat.

1. Level 5 Leadership: ““Self-effacing, quiet, resailyeven shy-these leaders are a
paradoxical blend of personal humility and profesai will”

2. First Who Then What: “People are not your mostantgmt asset. The right people
are.”

3. Confront the Brutal Facts: “Every good-to-great pamy embraced what we came
to call the Stockdale Paradox: You must maintaivawering faith that you can and
will prevail in the end, regardless of the diffitas, AND at the same time have the
discipline to confront the most brutal facts of yourrent reality, whatever they
might be.”

4. Hedgehog Concept: “If you cannot be the best inntbed at your core business,
then your core business absolutely cannot fornb#sés of a great company”

9 Collins, p. 10.
** Note, Collins Good-to-Great strategy set seenisdade seven elements rather than five. Howewer,
close examination of his work reveals that thelfinm features — the Technology Accelerator and the
Flywheel/Doom-Loop - seem not to be truly dististrategy features. However, my resulting analysis
changes little if Collins strategy set indeed cstssof all seven elements.
51 H

Collins.
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5. Culture of Discipline: “Fanatical adherence to Hedgehog Concept and the
willingness to shun opportunities that fall outsitle three circles”

To verify that G2GSS is a legitimate candidate thiewe must first examine whether it
is falsifiable. That is, could a researcher covelely find disconfirming evidence that
isn’t definitionally ruled out by the tenets of ttikeeory? To assess this question, | again
invoke the 2x2 verification framework. The X akslicates whether a firm utilized the
G2GSS; the Y axis indicates whether a firm exhtbgeod or great performance. As
shown in the previous section, the X axis is ndindenally linked to the Y axis, as
none of the five tenets of the G2GSS are defindiigriinked to good or great
performance. For example, a firm with ‘Level 5 Hesship’ is not definitionally linked
to any particular performance standard, nor isma that ‘Confronts the Brutal Facts’ or a
firm that employs the ‘Hedgehog Concept'—and themesuch statements are not
simply tautological. One could conceivably imagmeasuring each of the tenets of the
G2GSS and find that some firms possessing eadtoséttenets nevertheless do not
exhibit great performance, and vice versa. Heti@e(G2GSS is a definitionally

falsifiable theory that can be promoted to candydac
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The Grid Framework of Mgmt Theory Validity
Applied to Good to Great
All Cells are Definitionally Valid;
Good to Great is a Falsifiable Theory and is a

Candidate Theory Great
Performance
AV 5o/
Fir

Performance

‘v | vV

Gdod
< » Performance
No
Used the G2GSS Yes
Figure 27

To his credit, Collins also sidesteps the pitfalittensnared Peters & Waterman of failing
to include a control group. Recall that PeteraM&aterman’s methodology collected only
datapoints regarding firms that both adopted tlierB& Waterman strategy set and
achieved excellence performance. Hence, everypbtieir datapoints had high values
on both the X and Y axis and therefore occupietiR:el Peters & Waterman strongly
implied that if additional datapoints had been collected belonged to the remaining
cells, those datapoints were likely to be founddprainantly in cell C rather than A or D.
However, Peters & Waterman never empirically dertrates or even cite the existence
that what might fall into cell C, and if numerousrfs were actually found not to

populate cell C but rather cells A/D that wouldl thé Peters & Waterman'’s entire
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theoretical framework into question. In cont@stlins explicitly collected data
regarding a control group of firms whose perforneanas ‘good’ (but not ‘great’), and
hence occupied low values on the Y-axis. Yet ngihgle member of the control group
was found to have adopted the G2GSS, hence evagle siontrol dataset member was

found to populate cell C with none populating D.

The Grid Framework of Mgmt Theory Validity
Applied to the G2GSS: Great
Collins commendably collects data on both ‘great’ifms that used his Performance
strategy and a control group of ‘good’ firms that dd not use hisstrategy.
The former/latter are found to occupy cell B/C A
A %’ B
U ) Firm
® Performance
....
Ce ® D
® Good
Performanc
No < > Yes
Used the G2GSS

Figure 28

Did Collins therefore successfully validate hisahg The answer unfortunately is ‘No.’
Despite Collins’ commendable usage of a controugrdor Collins, like Peters &
Waterman before him, never subjects his theoristo rRecall that Collins explicitly
stated that he induced the definition of the G2@&8® his dataset of good/great firms
through a data-mining process. He therefore dédfthe categories comprising the X axis
of the 2x2 grid framework as being that particiaite of strategy characteristics entirely

shared by his set of great firms that were unshlaydus control group of good firms.
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Any strategy characteristics shared by both goadgaeat firms — and that might
therefore be indicative of datapoints in cell D erevsimply not included in Collins
definition of the G2GSS. Likewise, any strateggreltteristics that that were not
entirely shared by every member of his sample e&gfirms — and therefore perhaps
might be indicative of datapoints in cell A - wdileewise excluded from the definition
of G2GSS. Hence, Collins datapoints neatly fetllesively into cells B and C only
because he defined them as such: his data-mirergise allowed him to continually
modify the precise definition of the G2GSS uponahitihe categories of the X axis are
based until he found a G2GSS definition where higeparticular sample of great firms
would necessarily entirely be classified into &#knd the good firms could likewise be
necessarily entirely classified into cell €. That Collins never placed his theory at risk
by methodologically excluding any datapoints froppearing in cells A or D means that

his theory has yet to be validated.

The following two figures invoking the grid framevkallustrate the key problem. The
first figure illustrates what Collins’ methodology first obtaining a dataset of good/great
firms and afterwards mining that dataset to indiheespecific categories of the X axis.

In other words, he collected the data fast then determined what the salient categories
ought to be later. Nothing is risked when you determine the categao which the
datapoints should belong only afterowing what the datapoints are. The second figure
illustrates the hypothetical situation regardingatvBollins might have found had he

placed his theory at risk by firsstablishing the categories of the X axis andafieds

%2 peters & Waterman perform a similar data-miningreise and their theory therefore suffers from the
same flaw.
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collected data to classify them into categories llaa previously been defined. Under
such a procedure, perhaps more datapoints woule leen found in cells A/D than in
cells B/C. But we would never know this as Callmethodology precludes any
datapoints from populating cells A/D. A managetrtarory is validated only if it

endured the risk that disconfirming datapoints rlgghfound.

The Grid Framework of Mgmt Theory Validity

Applied to the G2GSS: Great
Collins’ Methodology Precludes Datapoints in cell& and D Performance
A
A %° B
: o0 Firm
(no datapoints ® Pelf
findable here) grrormance
...0
ce o ( d[t) int
no datapoints
® findable here) Good
Performanc
No ) > Yes

Used the G2GSS

Figure 29
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The Grid Framework of Mgmt Theory Validity
Applied to the G2GSS: Great
What if the X axis categories were determined Performance
prior_to the collection of data, and the datapoints were
found to occupy this cell configuration? A
A’ <e °°
8 .. U ) Firm
)
( ® Performance
X 3,8
o0 D (X
Ce og®
o ® ‘ 00
® Performanc
No < > Yes
Used the G2GSS

Figure 30

Now, to be fair to Collins, one could argue thatWes merely engaged in a process of
theory induction — a theory-generating processvaich data-mining is a legitimate
exploratory tool. The proper procedure to validagdins’ newly induced candidate
theory would be to place it at risk of discomfirimat data by first establishing the
definition of the G2GSS (and therefore fixing tlaegories of the X axis) and then
obtaining and categorizing anotldataset comprised of an entirely new batch of gbod
great firms from which he did not induce the ddfons of the G2GSS. That new
dataset, if shown to predominantly occupy cells Edtber than A/D, would then

legitimately validate Collins’ theory.
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However, Collins argues in his book that suchea & unnecessary, claiming that his
theory has been validated despite never obtainmgnadataset. Collins presents a novel
statistical argument for why he believes this tebe We now unpack his statistical

argument to demonstrate why it fails to supporpprovalidation for his theory.

4.2.1 Did Collins validate his G2GSS findings?

To be credit, Collins openly concedes that he cadeterministicallyvalidate his theory.
Collins states on his own website that “it's imgbksto claim cause and effect with 100-
percent certainty> However he does offer the following statistiaejument as evidence
of the supposed validation of his findings by inthg the following statement (p.211)

regarding a discussion he had with a leading stass:

“When we asked University of Colorado applied matiieca

professor William P. Briggs to examine our reseangthod, he

framed the question thus: What is the probabilftfir@ling by chance a
group of eleven companies all of whose memberdalighe primary
traits you discovered while thdirect comparisons do not possess those
traits? He concluded that the probabilityess thard in 17 million.

There is virtually no chance that we simdyind eleven random

events that just happened to show the good-to-gedtarnwe were
looking for. We can conclude with confidence the traits wefound

are strongly associated with transformations frmodgto great.”

%3 http://www.jimcollins.com/books/research.html
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To the layman’s ears, the 1-in-17 million figureedy sounds intimidatingly impressive.
An event of such infinitesimal probability soundstsy that it ought to be dismissed;
therefore Collins would seemingly have statisticatilidated his candidate theory
regarding great firm performance and the G2GSAas, statistically speaking, Collins
claim is far less meaningful than it may seem, @ttperhaps conveying no meaning
whatsoever. As paradoxical as it may seem, lovbaility events are surprisingly
mundane. To understand why this is so, allow nfgésent two brief primers
illustrating the counterintuitive nature of statist The first primer, regarding what
statisticians have jokingly deemed the ‘Law of Jruarge Numbers’, illustrates the
importance of carefully defining theearch space ensembiander investigation. The
second primer illustrates the crucial importancéhetiming when a statistical

calculation is conducted: either before or afterdata has been analyzed.

4.2.2 *“The Law of Truly Large Numbers”

Consider the following story. Less than a weekrafthanksgiving of 2012, a miracle
happened, statistically speaking — a miracle thiatlers the bold statistical claims of Jim
Collins puny by comparison. Forget about the I-famillion probability chance that
Collins claims would have had to occur if the dedtoategies he identified as
differentiating the ‘Good’ from the ‘Great’ firmsexe merely a product of random luck.
On November 28, 2012, an event occurred that thet srainent statisticians in the world
would agree happens with only a 1 in 175 millioamte — an entire order of magnitude

of randomness greater than the claims of ColliAsid the event showered vast fortunes
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upon its recipients. Why bother with ‘Good to Grgthe recipients of this most recent

miracle clearly have a more fortuitous tale toltell

Even more remarkably, that 1-in-175 million chargent not only occurred on
November 28, 2012, but has been occurring roughdyyemonth for at least the last 9
years”. That's not to say that the event in questiorucseach and every month like
clockwork, for a few months may pass with no ocence, whereas other months may
witness multiple occurrences. But over the long the average rate of occurrence of
that event seems to be about once a month: o@=toldl events since recorded since
2003. The momentous event increases in totabpal wealth precipitated by this
unlikely string of events surely vastly exceeds t&kar boosts in personal fortune any
management could possibly enjoy by reading the svofklim Collins or of any other
guru. Shouldn’t managers be far more interestedading books that unlock the secrets
of the Monthly Miracle? After all, what ludicroysimprobable set of conditions could
possibly entail a wealth-generating event of sumued unlikeliness that it take a miracle

to even occur at all, let alone every month forrlyem decade?

| am of course referring to winning the jackpotloé famed Powerball lottery. Winning
Powerball requires first selecting five correct rtingrs from a randomly drawn set of

white balls numbered 1-59, where the balls wilkdb&wn in any order (in other words a
draw sequence of balls numbered 1-5-10-12-45 isdah#e as 45-12-10-5-1). You must
also select the correct ‘Powerball’ number fronetdf red balls numbered 1-35, where

the red ball numbers are segregated from the whitenumbers (hence, choosing the

> http://www.powerball.com/powerball/pb_stories.asp
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white #35 does not qualify you to claim a red blallw of #35). The odds of winning
the jackpot purely by chance have been mathemigtiestlablished as being roughly 1 in
175 milliorr>, and no credible evidence of exploitable nonranuesa within the
Powerball drawing system has ever been unearthéat.the fact remains that not only
did somebody recently manage to beat the dreadfid of the Powerball jackpot, but

that feat has been accomplished monthly for years.

What renders mundane the seemingly daunting oddsnoing Powerball not just once
but monthly— such that most managers and MBA stisdm® (hopefully) not clamoring
for books claiming to reveal the secrets of winnitgyverball - is that while the
aforementioned odds are indeed characteristic@dsing the winning Powerball ticket,
those odds convey no information regarding the rteonrof losing tickets. Yet for every
winning Powerball ticket, hundreds of millions o6ing Powerball tickets were
purchased. The relevant question is therefore™Witat are the odds of any particular
ticket winning the lottery?’ but rather: “What &tee odds of a winning ticket being

found amongst the entire ensembfdottery tickets sold this month’? Because an

average of ~175 million Powerball tickets are saldrg month, finding one winner per
month is a rather banal finding. Nobody can priedito the winner will be amongst that
monthly set, but | doubt that anybody will be sised to find that somebody within the

search space will win.

Similarly, the more relevant statistical questiegarding ‘Good to Great’ is not: ‘What

is the probability that the particulaet of 5 strategic differences identified by Galand

% http://www.powerball.com/powerball/pb_prizes.asp
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his team had occurred purely by random chance ifaaguhat there is no true strategic
difference between the good and great firms)?’ fBhevant question is: of the entire

ensemble of potential strategiesestigated by Collins and his team, what is the

probability that someet of 5 strategic differences would be found?PAsfessors Bruce
Niendorf and Kristine Beck pointed out: “This peddility is far closer to 100% than to 1
in 17 million.™® Let's harken back to the methodological procedhat Collins

employed. As explained in his methodological sectieemed ‘Inside the Black Box’:

“It is important to understand that we developdabthe
concepts in this book by making empirical deduction
directly from the data. We did not begin this pobjeith a
theory to test or prove. We sought to build a thidoym
the ground up, derived directly from the evidence hew
all was said and done, the total project consun@efl 1
people-years of effort. We read and systematicatied
nearly 6000 articles, generated more than 2000spaige
interview transcripts, and created 384 million lsybé
computer data...we would debate, disagree, pound on
tables, raise our voices, pause and reflect, deloate
more, pause and think, discuss, resolve, quesiiah,

debate yet again about “what it all means®’.”

Collins therefore explicitly states that he combmugh a large ensemble of potential
strategy sets. While nobody outside of Collinki&team knows exactly how many
potential strategy sets were considered — andr@dilas never published the details of
his data analysis - devoting 10.5 people-yetgedylientailed the combing of a search
space comprised of millions upon millions of poigstrategy-set-combinations. In this
light, the strategy-set ultimately selected hasad@bility of 1-in-17 million of occurring

by sheer randomness therefore seems rather banal.

* Niendorf & Beck 2008.
" Collins, Good to Great, p. 10
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Collins’ proud declaration of the expansivenessiatehsity of his research — given the
large search space size that such expansive ressaails — therefore not only provides

the illusion of rigor®, it also statistically undermines the validityti$ research Collin’s

good-to-great findings would actually be far maaistically impressive if his team
spent, say, only a few person-hours rather tharei@n an entire person-decade! A
tiny amount of time spent on research would necigsaply a tiny search space
ensemble — and if they nevertheless were ablestmder a good-to-great strategy set
despite the tiny ensemble, the claim of a statiltiainlikely event would carry more
weight. Instead his team built and plowed throaglast search space — it is little wonder

that they found something—just like winning the Roball.

Furthermore, even the provided figure of 10.5 pengears of effort fails to fully capture
the dimensions of the ensemble under investigatiaminvoke the time-worn idiom:
whenever you look for something, you'll always findh the last place that you look.
That 10.5 person-year figure merely represent$itlaétally when Collins and his team
ceased searching because they had ascertainetishphble strategy set. It seems
unlikely that had Collins and his team still nod@bvered a publishable strategy set after
10.5 person-years of effort, they would have siniplgied shop and declared failure. It
seems far more likely that they would surely hametimued searching until they finally
discovered something, or had utterly exhausted thsources. Winning at a slot

machine after only a few pulls is statistically iragsive only if you had previously

%8 Such an illusion is akin to what Phil Rosenzweag Heemed the ‘Delusion of Rigorous Research’. See
chapter 5 of Rosenzweig (2007).
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determined that, no matter what occurs, you woakklceased playing after those few
pulls even if you had never won. Itis far lestistically impressive to know that you
would continue playing over and over until you flpavin, even if you happened to

luckily win after only a few pulls.

Even if Collins had exhausted his resources witldoadovering anything, he certainly
would never publish anything enumerating the mii@f strategy-set combinations they
had considered that failed. If a future resear¢tai him Kim Bollins) then chose to
pursue the same research question that Collinsipdiand failed - and Kim Bollins
declared that he found a strategy-set with onlgyagrobability of being a product of
pure random chance — nobody would ever know th#iinS@nd his team had previously
checked millions of other strategy-sets and founithing and therefore never published.
By the same token, nobody knows if a researcher fiCollins had likewise examined

millions of strategy-sets and found nothing anddfae never published.

Finally, recall that the tiny 1-in-17 million figaras calculated by Collins’ statistician
presumes that the strategy set specificalijudes five elements and specifically
compares eleven great firms to eleven matched fiond. But who's to say that the
strategy-set combination must consist specificaflfrve strategy elements? If Collins
and Co. found a strategy-set combination consisifngay, only four elements, or even
only three, might that perhaps be sufficient? e book-publishing world enforce a
rule of which | am unaware that requires that amgtegy book must discuss no fewer

than five strategy elements? Couldn’t a man ohslearly prodigious writing talents as
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Collins write a successful book based on only tlaefur strategic elements? Likewise,
who'’s to say that Collins necessarily must inclatleeleven matched pairs of good/great
firms? Surely including only ten or less wouldlgirovide sufficient material with

which to publish a book?

The proper statistical question that Collins asketierefore not the aforementioned
guestion Collins asked to his statisticiannét is the probability of finding by chance a goaf

eleven companies all of whose members displayfive] primary traits you discovered while tidkrect

comparisons do not possess those traitdRather, it consists of the far more expansivétim

part question:

% Granted, lowering the number of strategy elemantsmatched pairs would render the purported ofids o
randomness seemingly less impressive, but a cécupaobability of “only”, say, 1 in a million, @ven 1

in a 100,000 would still surely dazzle the aver@gdlins consumer who is untrained in statistical
methodology.

83



Jim Collins Actual Statistical Research
Methodology:

The entire search space ensemble consists of the
following

A) The entire amount of time & resources that Collins
and his team were ultimately willing to expend.
(That is, not the 10.5 person-years that they did
expend, but rather the total time that they would
have spentintil they declared failure.)

B) The flexibility to lower the number of strategic
elements and perhaps change the number of
company matched pairs as necessary, yet still
provide enough material to publish a successful
management book.

C) A correction factor to account for the possibitityat
somebody prior to Collins might have searched for a
‘good-to-great’ strategy set and found nothing and
therefore never published, or similarly that Callin
himself might find nothing and never publish, such
that a future researcher who investigates the same
question and does find a result would unwittingly
believe that he was the only person who was
searching.

Given the search space ensemble as defined abbaé, w
is the probability that Collins would have foundrs®
strategy set that is publishable?

Figure 31
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The seemingly statistically unlikely but ultimatetyundane findings of Collins — akin to
the seemingly amazing Powerball miracle that nagleis happens monthly - serve to
demonstrate what statisticians Persi Diaconis aaddfick Mosteller jokingly dubbed

“The Law of Truly Large Numbet&®. Their law stipulates that any random event, no

matter how tiny the probability, not only might seamably happen but indeed will almost
surely inevitably occur, given a ‘truly large’ nuettof opportunities, just what Collins

found.

4.2.3 The Importance of Whera Statistical Calculation Was Conducted.

While witnessing the mundane ‘miracle’ of a Powdraatory would require waiting for
about a month, why wait at all? Why not conjureaupiracle right now in your very
home? Take some dice and roll one of them 15 tineesrding the results of each throw
sequence. Marvel at the miraculous sequence eftdiows you just generated. Repeat
to generate another miracle... and continue repe#tiggnerate as many miracles as you

desire.

What’s miraculous about a series of dice throws, @y ask? Allow me to illustrate.
While writing this very paragraph, | took some darel rolled them 15 times, generating

the following sequence:

% Dijaconis & Mosteller 1989.
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My dice throw: {1,6,2,5,5,2,6,4,2,3,1,1,4,2,5}

The statistical miracle is that, if we presume tgtdice are fair, any particular outcome
of a particular throw will occur with a probabilitf 1/6. Hence, the probability of the

particular 15-throw dice-sequence | obtained wdnade occurred with a miniscule
probability of (3)** = 1 in 470 million — a probability so small asnake even Powerball

seem banal by comparison. Nevertheless that sequé 15 throws indeed occurred,

infinitesimal as the probability may be.

Nor are such miracles confined to the probabilipgrating machinery of dice.

Everyday life is inundated with statistical mirazléNVhenever you drive, observe the
license plate of the car in front of you, and maatehe miracle of withessing that
particular combination of letters and numbers gsogpd to any other potential sequence
of letters and numbers you might have withessEgien a simple license plate sequence

of only 5 entries, with each entry comprised ofieita letter (hence 26 possibilities), or a

number (hence another 10 possibilities) would teatd probability of 1°= 1 in 60
36

million. Whenever you walk into a room where 10wore people are sitting, consider
the miracle of the particular seating configuratibat those people took. Assuming that
only 10 chairs exist, the first person has a chofcany of 10 empty chairs and so has a
probability of 1/10 of choosing any particular ah@ie next person has a probability of
1/9 of choosing any remaining open chair, etc. pitedability of a particular seating

configuration being taken is therefore= 1 in 3.6 million. Clearly all of us are
10!

drowning in an ocean of statistical miracles!
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It also bears mentioning that the aforementioneduwdision regarding data mining does
not apply. Bear in mind, we didn’t roll the dicertdreds of millions of times in hopes of
finding a particular dice-throw-sequence amongstettire search space of rolls. We
didn’t search through millions of license plategitml a particular license plate. We
didn’t examine millions of rooms with seating capfrations of 10 people to discover the
configuration that we desired. We generatedsstpience of dice-throws, we observed
onelicense plate, we saw oseating configuration; nevertheless, we could domt a

miracle each and every time.

Ah, but surely you would object: those events lyacdunt as miracles at all, for while

any 15-throw dice sequence certainly has onlyyagnobability of occurring, certainly

by throwing dice 15 times, sonsequence would necessarily occur. Some outcome mus
necessarily occur, regardless of whether the stai©dds of that outcome are

statistically miraculous.

Yet, consider your reaction if the statistical cédtion was performed not after but rather
beforethe event occurred. How would you react if | cédted the odds of a particular
15-throw dice-sequence, and afterwopdsceeded to produce a dice-roll that
corresponded to that very sequence? Or the prdigadfiencountering a particular
license plate alphanumeric combination before erargithe car in front of me? Or the
probability of a particular seat configuration bef@ntering the room? Surely you would

concur that something remarkable indeed has oaturre
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What the above thought exercise demonstrates isipartant it is whera statistical
calculation is conducted. Statistical probabiitmnvey great meaning when calculated
upon events that have yet to occur — they areefa ineaningless regarding events that
have already occurred. While we may be awasih incaan of statistical ‘miracles’, the
pertinent question is whether you are able to ptedat such a miracle would occur —

that is to say, prior to examining the evidence.

That Jim Collins discovered a strategy set and afigrwards calculating a 1-17-million
probability is therefore no more statistically irapsive than rolling a sequence of dice
throws and then marveling at the infinitesimal @bitity of a subset of those rolls, say a
string of 13 5’s, resultant outcome. If Collinsdhcalculated the odds of a specific
candidate ‘Good-to-Great’ strategy set ptimexamining the data, and afterwards
validated that strategy set upon the data, he degltimately claim that his strategy set

is indeed unlikely to be the result of chance. tBetinfinitesimal odds that he cited from
his statistician were calculated ordfter the fact, which renders them as unmeaningful as

my aforementioned post-hoc calculation of the cafds particular dice roll sequence.

4.2.4 Case Studies Conclusion

While ‘In Search of Excellence’ and ‘Good to Gredd’ propose candidate theories,

neither of them could be said to have been propeigated those theories, as none of

those authors subject their theories to a fair ofs&ncountering and reporting
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disconfirming datapoints. Their methodologiesegated theories directly from the
datapoints they collected, and no fair validatiest bf a theory can be performed upon
the very datapoints that generated the theoryaditht place, for any theory induced

from a set of datapoints must necessarily encontpasg datapoints.

However, in fairness, it should be noted that regithm Collins nor Peters & Waterman
lay claim towards being professionally trained abstientists and therefore possessing
expertise in methodology, epistemology, or statssti Neither do (most of) the other
management gurus of their ilk. They are merelyesiistic observers and students of
business who believe in their research methodadoglythe accordant validity of their

findings, and have likely never been taught todwaiotherwise.

However, management academics — those holding Rifidfpopulating the tenure-track
faculty ranks of the world’s most eminent busingdsools — do indeed claim to be
professionally trained social scientists. Theycknm to possess expertise in
methodology, epistemology, or statistics (and ofteres all three). Indeed, the entire
legitimacy of their careers and of business schpaiper is predicated upon such

claims® Itis they, rather than management gurus, wheefore should understand that

1 Whatever legitimacy that tenure-track busines®sthrofessors may possess certainly does not stem
from their expertise, or even personal interesteal-world management. Harvard Business School
Professor Rakesh Khurana noted in ‘From Higher Aiondired Hands’ (2007, p.311) that: “Many of the
discipline-trained scholars joining business sclaollties were not intrinsically interested in
business...few were motivated in their research dgsire to examine the real problems that managers
faced.” In an infamous piece in Harvard Businessi&v, Warren Bennis and James O’Toole (2005)
stated that: “Today it is possible to find tenupedfessors of management who have never set feiea
real business except as customers” and that “whéley conscientious researchers take it upon thersel
to learn about the practice of business after #reytenured, there are few incentives for thenotea”
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the theory validation process necessitates aiskirof discovering disconfirming data. |

therefore now turn to the validity of the resegochduced by management academia.

4.3 The Statistical Validity of Management Academia

If peer-reviewed articles in A-level journals ane theart of the modern-day academic
management research enterprise, then surely staltigtchniques are the heart of the
empirical validation process of said enterprid&/hether statistical tools have gained
favor for their ability to handle large datasetscapture the inherent uncertainty of the
business world, or merely to lend the veneer dienticity to the craft of management as
an academic discipline, one cannot deny the pmefaass of statistical tools as the
currently dominant empirical methodology. Largebservational studies nowadays are
the subject of the burgeoning statistical arms-raitle researchers continually engaged
in a game of econometric one-upsmanship. Smaléxperimental studies likewise must
sport appropriate statistical p-values to imprdwa&rtodds of publication. Case studies
and other qualitative empirical papers are increggibecoming endangered species; the
management academic literature has become incgbagimindated with “statistical
fetishism®2 Therefore, the validation of the bulk of managemacademic papers must

necessarily incorporate the tenets of statistiatitliry.®®

4.3.1 Statistical Anomalies of ‘Significant’ Resull Across the Literature

%2 Davis 2010.
83 Although, to be sure, | also examine the validityualitative empirical papers in the followingagtter.
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To ascertain the statistical validity of the marragat literature , | gathered a dataset of
150 randomly selected empirical papers publisheteriast 30 years that relied upon
statistical methodologies, all published in thevaissuspects’ of A-level journals:
Academy of Management Journal, Administrative Soée@Quarterly, Strategic
Management Journal, Organization Science, Managefwance. | then took the
hypotheses from each of those papers, and eitbkithe p-values if they were explicitly
listed (which rarely occurred), or back-calculatied p-values from the listed coefficient
and standard error values. Papers that did netgesufficient information to calculate
a particular p-value — as some papers listed onglpe ranges, and others listed
coefficient values without standard errors - wenglaced with other randomly selected
papers. However, only seven such papers weregptaced and therefore dropping those
papers should not bias my results much. Uponuerteong ‘dual-headed’ hypotheses
pairs— where one hypothesis would predict one tlle©f a correlation, and an
adjoining hypothesis predicts the exact oppositection - | dropped one hypothesis of
the pair, as those hypotheses-pairs are obviousgtyatly exclusive. | also counted sub-
hypotheses (for example, Hypotheses that were eratieteas 1A, 1B, 1C, etc.) as
individual hypotheses. If a paper reported midtipesults’ in support of a particular
hypothesis, | conservatively took the result cqoegling to the lowest p-value. | then

plot the p-values in the following histogram an#l #s question._What’'s wrong with

this picture?

91



P-value histogram drawn from 150 randomly drawn ieicg) papers from A-level

journals (~1000 total hypotheses)

|
P-Value Histogram

Figure 32

The statistical analysis of the above graph, abevy of other anomalous findings within
the management literature are available upon regulgh | think that technically
minded readers would find especially entertainihggvertheless, even the non-technical
reader can appreciate the above graph’s denotattithre conspicuously large number of
academic findings with p-values that barely atthm cut-off levels of statistical
significance necessary for publication of 0.05 @rld Much validation within the

published literature is therefore questionable.
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4.4 Conclusion

The upshot is that much — perhaps even most- cdidchdemic management literature, in
spite of its claims, has never really been validatethe sense that it has never been
subject to a truly fair risk of disconfirmation.ater, most theories that abound in the
management literature are no more than candidati#@s for which true validation is
still lacking. What evidence of theory validatithrat does exists is provided by the
original theory’s authors themselves — for whicé Frvalue histogram and Chekhov’s

Gun tropes renders such self-validation suspect.

However, one way that such theories might attagatgr credibility is through a
retraction process — where researchers contintaligit a particular finding with new
data and new tools and retract those findingsftiltio pass muster — along with a
replication process where other researchers wiltloot the key replication step. We

now turn to these topics in the next chapter.
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5 Causality

At this juncture, allow me to provide a review bétprevious chapters. Properly
validated theories must provide empirically faksifie predictions that have been
subjected to rigorous testing and validation. t@kgies such as the resource-based
view or principal-agency theory cannot be empifictdsted at all. The Peters &
Waterman theory regarding the effect of the 8-theksteategy-set they identified upon
‘excellent’ performance could be tested in prineipBut such testing was never properly
conducted despite Peters & Waterman'’s assertioceuse they never invoked a proper
control group. Similarly the strategy-set theoraentified by Jim Collins in his entire
oeuvre — not merely Good to Great but also Buildast, Great by Choice and the
remainder of his bibliography — have been openiyittéd by Collins himself to be
derived from the data its€ff. Therefore the books of Collins, whatever theiritees
potentially inductively drawn proto-theories, hawever been subjected to even a single
proper validation, let alone the rigorous repligatthat a validated theory requires. The
same could be said for the numerous academic #soNot only have numerous
academic theories been tested only once, but gsting usually has been conducted by
none other than theory’s proponents themselveg, suith testing having been
characterized by certain scholars as displayingéeecuracy®. Chekhov's Gun is
evidently just as viable of a narrative trope witAcademic management theories as it is

in Hollywood screenplays.

% See the methodology sections in the early chaptedfor appendices in each of Collins books.
% Oxley, Rivkin Ryall (2010).
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Having said that, allow us to consider two partcuiypotheses regarding myself. Those
statements follow the tenets demonstrated abotheairthey provide empirically

falsifiable predictions that can and have beertesdid repeatedly. Not only that, but |
am confident that they will continue to pass arplication tests in the future with flying
colors. The two statements are:

1) My daily waking time is positively correlated withe probability that the sun has risen.
2) My age is positively correlated with the size of tmiverse: the older | become, the

larger the universe.

The above statements generate clearly falsifiatlgirgcal predictions regarding my
waking patterns compared to the location of the sumy age compared to the size of
the universe. While you will have to trust me bistpoint, | can assure you that almost
every day of my life, whenever | have awoken, tine is indeed up. | have no reason to
believe that that pattern will cease in the futugmilarly, one can surely validate that
for every year of my life until today, the univeisas expanded. Furthermore, the
universe will almost certainly continue to expandthe rest of my life. Those
statements have therefore survived repeated pastieah replication, and will likely
survive continued future replication. If we algsame the non-obviousness of those

statemenf®, then those statements could be viewedaaslidate theories

However, few people — least of all myself — woutdexrt that those statements eaiasal
(or I'm a far more powerful celestial entity thatver imagined!) To assert that my

awakening actuallgauseghe sun to rise is absurd. If any causalityasusring at all, it

% | would suspect that the expanding state of thieense might be non-obvious to those unfamiliahwit
modern astronomy.
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occurs in the reverse direction: the rising sunkema me. Similarly, surely nobody
believes that my aging actuattpusegshe universe to expand. The confounding variable
of time both drives me to old age and causes thestse to expand.

Yet as fallacious as we may find any personal éssesrof astronomical causality, much
highly influential modern-day management guru disse relies upon the same logical
fallacy. Correlation is not causation, excepgaaently in the world of management
gurus. Managerial gurus generally feel little camgtion about asserting causality
without demonstrating it. Perhaps more nihilily, the managerialonsumer®f guru

ideas seldom demand convincing evidence of caysalit

Consider the 2013 Thinkers50 list of the top managd thinkers as determined by a
consortium of top business schools, firms, anditeptusiness publicatiorfs. Roughly
half of the Thinkers50 list consists of currenfammer tenure-track academic faculty;
academia does indeed maintain high standards shbtigy a point that | discuss further
at the end of this chapter. However, the otherdfahe Thinkers50 list consists of
management gurus or practitiorférsEarnest and, in some cases, as laden with work
experience as they may be, not a single one of tiesmpresented causal evidence within
any of the theories espoused within the workswat them recognition with

membership on the Thinkers50 [f8t.To the extent that they offer any evidence aofll

" The sponsorship of Thinkers50 can be found at/hitww.thinkers50.com/about/

% The management practitioners and gurus of Thirk@rsonsist of: Martin, Tapscott, Goldsmith, Cadlin
Pink, Hewlett, Gratton, Buckingham, Hamel, Lafl&yiedman, Erickson, Liu, Heath, Sandberg, Haque,
Goleman, Chowdhury, Trompenaars, Zook, Kakabadsseman, Ready, Wang. Full list available at
http://www.thinkers50.com/t50-ranking/2013-2/

%9 | define those works to be those listed withintherbs within the Thinkers50 description of those
gurus/practitioners.
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their assertions, that evidence is merely coriahati in nature, with no clear causal

interpretation.

Nor is the Thinkers50 list particularly unusuatimis respect. An examination of every
article written by gurus (hence non-academics) targ a theory within the Harvard
Business Review published from 2009 to 2013 reuvtballsnot a single such article
provided clear evidence of causality supportingefigoused theory, whether within the
body of the text or within any supporting reseditdt they referenced. The same is

true for a random selection of the top management gooks as ranked by popularity
within the business section of Amazon.com. Ewviaeof causality seems to be as rare as

hen’s teeth.

To be fair, demands for causality sometimes sesudetorical disguises for sheer
disbelief of an espoused claim. For example, ss@ploat somebody proposed the theory
that gender diversity improves profitability. Viee evidence proffered is merely
correlational data that highly gender-diverse fitersd to be highly profitable than vice-
versa. It would then be entirely correct to deelthat such correlational data by itself
fails to establish causality. Yet those who arplanably opposed to the linkage between
diversity and profits may simply invoke the call frausality as nothing more than a
cheap way to discredit the claimant, under the aksp notion that the demand for clear
causality would be impossible to answer. Thisasonly unfair to the person proposing
the theory, but more importantly is also an etiadabfallacy. While causality may be

impossible tarrefutably prove within the social scientists and perhaps evighin the
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natural sciences, methodologists and epistemotohete nevertheless devised a number
of techniques with which one can provide some ewdef causality. A more fair
criticism would be to point out that the correlatb evidence linking diversity and
performance does not demonstrate causality fromrslity to performancdgut then
propose some methods by which such causality dmuébtablished That then leads to
the question: how can causality be establishedayy We are now at the following

underlined line of the Christensen-Sundahl pyramid.
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5.1  Why is Causality Important?

Before delving into the details of how causalitgstablished, one might reasonably ask
— why is causality important in the first place?teh all, philosophers of science place
little emphasis upon causality per se. A proposithat proved to be highly reliable and
non-obvious might well satisfy the Popperian deiom of a scientific truth, even if the
underlying causality of that proposition remains@lre. Indeed, most of the greatest
scientific discoveries known to mankind are caysafiaque. To this day, nobody knows
what ‘causes’ gravity, relativity, qguantum mechaniar electromagnetism. Yet
shouldn’t the mere fact that objects fall down withnecessarily needing to understand
gravity’s underlying causal mechanism be suffickei@imilarly, might the fact that
certain variables within the realm of managemeatraliably correlated be sufficient
without necessarily needing to understand theiedgiohg causality?

Such a state of knowledge might indeed be sufftafehe field of management was
satisfied with being merely a pure science. HoweMmeould argue that the field of
management is more than a science, but rathet@ldriield of engineering. Just as
engineers are unsatisfied with simply understanthegelectromagnetic force but also
want to manipulate it to design computers and grhartes, so too do managers want not
only to understand managerial variables but alsat weamanipulate them to improve
organizational performance. Doing so requiresnéimiate understanding of causality.
For example, it is not particularly salient to diger that certain managerial variables are

merelycorrelatedwith improved performance if those variables doawuallycause
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improved performance. Certainly MBA students ar@hagement practitioner’s
community — both the audience for and ultimaterfoial supporters of management
research — would be unimpressed by mere correfatitome. Management academia
ultimately is ultimately judged by its ability teetiver not only Popperian-style reliable &

not-obvious correlations, but also causal effects.

5.2  The Establishment of Causality Through Time Sagences and Leads/Lags

To be sure, causality is a most elusive quarrye détermination of causality requires
additional painstaking steps taken after a coigldtas been determined. Given, say, an
established correlation between gender diversityfam performance, how would one
establish causality? Perhaps gender diversityeddiives firm performance, or perhaps
highly-performing firms can afford to boost theiversity. Perhaps each causes the
other. Disentangling the two variables might tfeme seem to be a hopeless task. Must
we then be resigned to merely documenting cormatonly, with no hope of ever

establishing any evidence of causality?

To clarify the discussion, the following figure pents three ‘directed graphs’ that
displays correlational relationship regarding théadhat we have compared to the causal
relationship that we might want to know. The tédmected’ refers to the usage of
arrows to designate either a correlational or daesationship. The diagram on the left
represents the mere correlation between gendersttivand firm performance, where

the connection between the two is representeddnuble-headed arrow that indicates a
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two-way correlation with an unclear direction ofisality. The other two diagrams
represent the two potential causal scenarios betteevariables, with single-headed
arrows indicating the direction of causality. Thldle diagram indicates that diversity is
causing performance, whereas the right diagranesepits vice versa. Note that the left
diagram by itself implies that either of the twhet diagrams might be true; we have no

method to distinguish between the two at this time.

Figure 34

B s

Left Diagram Indicates a Known Correlation of valuep between Performance and
Diversity. Middle and Right Diagrams Each Represena Potential Causal Direction
of valuep. How Can We Infer From Our Knowledge of the LeftDiagram to Either

the Middle or Right Diagram?
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The above directed graph indicates a potentiakisoliowards establishing the proper
direction of causality. Rather than examining elations between diversity and
performanceontemporaneously, teachnique that provides no information about the
direction of causality, one can instead investigateelations between measurements of
those variables obtained at different times. é&a@mple, ifprior levels of high diversity
are correlated witsubsequerievels of high performance, then one might intetrgrat
as causal evidence that diversity does indeed qaerfermance’ Likewise, if prior
levels of high performance are correlated with sgognt levels of diversity, then one
might interpret that as evidence that performanag oause diversity. One could then
calculate the correlatioh between the lagged and leading varialflespuld have the
interpretation that a unit change of the laggedadée would cause a changefofinits of

the leading variable.

Granted, one still cannot be entirely sure whetherirection of causality truly points in
the proposed direction as further explained in ¢hispter. Nevertheless, ‘lead/lagged’

correlations provide some evidence regarding tbpgrdirection of causality.

"0 The underlying assumption is that anticipatorget§ are not at play: that current performance thoe
changein anticipationof a future change in diversity. Such anticipgteffects could be accounted for by
the use of proper psychometric control variabledissussed in the next section or through the @ise o
sufficiently long leads/lags. Anticipatory effeetse also generally important only when dealindhwit
market valuation variables and are unlikely toropadrtant in most internal firm operational variable
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If a statistical correlatiofi is found betweetagged
diversity andeadingperformance, then one might interprs
that as diversity causing performance by a valyg of

If a statistical correlatiofi is found betweetagged
performance ankbadingdiversity, then one might interpret
that as performance causing diversity by a valyg of

Figure 35
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Two natural questions one might ask are what dumatnd what units should the time
increments be between the variables? This questiomportant only if you desire to
obtain a precise answer regarding the dynamic tsfigfdhiow quicklya particular causal
effect is felt. One can investigate correlatioesA®en, say, diversity at a particular time
t with performance at various later times: t+2,tt+3, etc. The units of time could be in
days, months, quarters, years, or whatever othmer tinit is believed, whether based on
theory or on practical experience, to be the mppt@priate time frame towards
capturing the causal effect. For example, anyalaogpact of diversity upon
performance will almost surely not make itself fglthin a matter of hours or days, but
might plausibly do so within a matter of monthgjaarters. One could then investigate
correlations between today’s diversity a perfornreameasured in subsequent

months/quarters.
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Correlationg3x between
today’s diversity and
subsequent performance
at various time points.
Any such correlations
being statistically non-
zero may be evidence
that diversity causes
subsequent performance
B3 after the corresponding
units of time have
elapsed.

Bl$

Figure 36

Granted, such inferences of causality throughekerhging of correlations between
leads/lags between two variables obviously requio#iecting data regarding those
variables over time. Any single-shot datasets @altup and other polling agencies
collect are therefore uninformative. But most jpgjlagencies do not collect mere single-
shot datasets but instead collect numerous pallegeally over time. It is therefore

trivial for researchers to correlate past valuesasfain variables collected in prior polls
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with subsequent values of other variables collestddter polls. The simplicity of this
task makes it all the more surprising that more agament gurus do not conduct this
analysis in an effort to infer causality, or why ma@onsumers of management guru

literature do not demand that they do so.

53 Control Variables

To be sure, the entire above analysis assumesetiatse causality is the only potential
threat to causal interpretation that must be addces That, however, is seldom true. The
more common threat is that otanfounding variable a third variable that has a causal
effect upon both of the two target variables ingjio®, hence driving a spurious
correlation between those two variables that haveausal interpretation. For example,
perhaps well-educated managers (e.g. those attetaprMBA programs) have a causal
effect upon current company diversity at time ftrstituting more outreach and

recruiting programs and those well-educated maisagjeo have a causal effect upon
subsequent firm performance at time t+1 througlvgavanagement tactics. The
positive correlation between current diversity aatsequent firm performance is then
confounded by that third variable - the correlaftdmas no causal interpretation.
Manipulating diversity alone would not modify sugaent performance by a valuefobf
Indeed, manipulating diversity might not cause angnge in subsequent performance at
all, as perhaps the entire correlation betweenrsgiityeand subsequent performance is

driven by managerial education.
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Education of managers is
driving both diversity and
subsequent performance.
Any measured correlation
B between diversity and
subsequent performance i
therefore spurious and has
no causal interpretation.

U)

Figure 37

The effect of that third variable can be removeddytrolling for it. | illustrate such
control by placing a box around the third variabliea correlatior} is established
between diversity and subsequent performance @dterolling for the education of

management, then one may be able to interpretdnetlation causally.
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A box around a variable

indicates that it is being

If a correlation between controlled.

diversity and subsequent

performance continues to
be found even after
controlling for the
education of managers
(signified by surrounding
that variable with a box),
then that correlation may
have a causal
interpretation.

Figure 38

Controlling for variables is a well-worn technigiiat abounds throughout the research
literature. Yet the pedagogical meaning of cotitrglfor a variable is often times
obscure, particularly to the layman. Econometids might characterize controls as act
of subtracting off the effects of the confoundiregigble from both the dependent and
independent variables in questibnSuch descriptions likely foster confusion rattiem
shed light, not least because one might reasonedahgler how/why certain effects would
need to be subtracted at all, as well as any patenterpretation regarding whatever has
been subtracted. Those texts also invariably assbat one is conducting regression
analysis — for which the subtracting of effectsaed is mathematically logical — rather

than matching analysis, when matching and regressi® largely homologous.

" See Wooldridge 2010, Kennedy 2009.
2 Angrist & Pischke.
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Hence, the most intuitive interpretation of ‘cotlirgy for a third variable’ is that one can
imagine investigating each of the correlations leetwthe two variables of interest at
specific values of the third variable. For examgleve assume that the Education of
Managers variable is dichotomous (that is, canithere“High Education of Managers”
or “Low Education of Managers”) then we calculat® tsubcomponent correlations: that
between diversity and subsequent performance fagi'lEducation of Managers” and
that between diversity and subsequent performamcédw Education of Managers”.
The two correlations are then blended togethemllysthrough a weighted average (with
the weights assigned by how many data observasimns each of the subsets of
High/Low management education) to obtain an oveitelation between diversity and
subsequent performance. That overall correlatiag have a causal interpretation. |

illustrate this below.
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Subgroup #1:
Where
Education Of
Managers Is

‘ High

+

Subgroup #2:
Where Education
of Managers

is Low

O g,

The left diagram, where education of managersiigrotied, is equivalent to investigating the suhgro
correlations between diversity and subsequent paence within each of the groups (high/low) that

education of managers be.  The two calculatbdr®up correlation8; andp; are then blended

(usually through a weighted average) to obtain the overalletationf3 between diversity and
subsequent performance. That overall correlatiag have a causal interpretation

Figure 39
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The efficacy of this technique stems the fact @tatcation of management is being held
constant, while each of the two sub-component tadroms are calculated between
diversity and subsequent performance, which mdaatstiucation of management
cannot be driving that subcomponent correlatidrthdse two subcomponent correlations
are then blended together to form an overall @&teslly) non-zero correlation, then one
may interpret that as tleverall causal effect of diversity upon subsequent peréorre

across constant values of management education.

Similar logic applies if management of educationas dichotomous but rather
trichotomous or follows any other discretizatioheae. The same logic also applies for
continuous control variables, although one probatilyht then invoke the econometric
textbook logic of subtracting off the effect of nag@ment education. However, the same
intuitive logic expressed above continues to applge can simply imagine calculating
and blending subcomponent correlations calculatedeh of the various values of the
control variable. Similar logic also applies lwihultiple control variables: one simply
has to imagine controlling for the levels that eatthe control variables can take,
calculating subcomponents correlations for eactl,then blending them all to obtain the

overall correlation.
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5.4  Exogenous-Shocks

The savvy reader might already have ascertaineddieeproblem with relying upon
control variables to establish causality. Managhenomena are seldom causally
established through one or even a handful of conénaables. Many of them are likely
have dozens, even hundreds of control variableggigy confounding any causality.
Worse yet, many such control variables may notiteetly observable to the researcher
or may not even be currently known such that tkeaecher could possibly control for

them.

Hence the rise of the instrumental-variable/exogershock/natural-
experiment/randomized-experiment, hereafter shedas just the ‘instrumental variable
methodological strategy - in stark contrast tordguirement of blocking all confounding
pathways that impinge upon both the cause andtefée@ble as the control variable
strategy requires — instead requires leveragingriable that affects only the purported
causal variable while having no direct effect uplom effect variable except through the
causal variable. Such an variable is deemed atrtimental variable’, and they are often
times discovered through investigating exogenowoslshand natural experiments:
sources of randomness that are applied not dirdutbyigh researcher manipulation, but

rather through outside forces that the researddenat control but which the researcher
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can nevertheless exploit to ascertain causal sffectNote that truly randomized
experiments, whether conducted in the field ohmlab, can be considered a subset of
the instrumental variable framework where the unsgnt consists of a randomized

treatment directly applied by the researcher.

Given that the above paragraph is undoubtedly comd an example is in order.
Suppose that we wish to establish the well-trodsabeffect of employee happiness upon
performance. Such a relationship is arguably comded. Perhaps performance actually
causes employee happiness, or perhaps other \ewiginth as economic booms or better
management boost both employee happiness and parioe. One could attempt to
identify the causal effect by correlating happineg subsequent performance after
controlling for all confounders. However, you mayt even know what some of those
confounding variables are, let alone have thetstioi observe and control for all of

them.
Figure 40

A causal interpretation between
happiness and subsequent
performance could be ascribed
to B if all confounding variables
could be controlled. However,
such control may be
implausible, for doing so
presumes that you know what
all confounders are, and have
the data to control for them.

"3 Certain esoteric technical differences also exigarding the terminology amongst instrumental
variables, exogenous shocks, and natural experaneone of which impinge upon the discussion here.
Interested readers are directed to Pearl 2009,igngPischke 2005, and Morgan & Winship 2004.
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Alternatively, one might leverage the ‘instrumentatiable’ of a state lottery.
Assuming that happiness is correlated with winrihrgstate lottery, one might observe
employees who won the lottery (but with insuffidi@nnings to incentivize them to quit
their jobs, hence we might investigate some oftiveor lottery winnings of a few
thousand dollars), one could then track the subm#quroductivity of those lucky
employees over time, and compare them to the ptityaf employees who also
played the lottery and lost. Under the assumpttbat lottery winners are indeed
determined randomly and that winning the lottery ha direct effect upon employee
performance one could infer the causal effect ppin@ess — as instigated by lottery
winnings — upon performance. Winning the lottérgrefore serves as an instrumental
variable as finding the correlation between winnting lottery and employee happiness

(Binstumeny) then allows you to solve for the ‘unconfoundedttjon of p.”*

" The necessary equations can be found in any stedanometrics textbook.
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Lottery winnings serve as an
instrumental variable to identify
the causal effedt of happiness
upon subsequent performance
That other unobserved variables
are correlated with happiness §
performance does not matter al
long as no pathway exists
between the instrumental
variable and the output variable
except via the input variable
(happiness). FindinBnsiument
allows you to solve for an
‘unconfounded’ value of.

K

[72)

Binstrument

Figure 41

To be sure, the assumptions of instrumental vagahte most stringent indeed. Any
alternative causal pathway between the instrumaehtlae effect variable other than

through the causal variable will invalidate thetinment.
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If an alternative pathway exists either betwee
winning the lottery and performance, or
between the determinants of who win the
lottery and performance (i.e. if winning the
lottery allows employees to purchase training
or education which then improves their future
performance), then the instrumental variable
strategy is invalidated. The calculated vglue
has no causal interpretation.

‘ Binsuumem ‘

Figure 42

Granted, if an instrument’s alternative pathwakrswn, then one could invoke the

aforementioned techniques of controlling for thathpvay. However, one should note
that instrumental variables may have multiple patyswto the outcome variable and all
of them would need to be controlled. Otherwike,equirements of the instrumental

variable strategy are violated afithas no causal interpretation.
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Controlling for the alternative pathway
between the instrument and the outcome
variable as shown by the box around the
variable once again allows ffrto have a
causal interpretation.

‘ Binsuumem ‘

The stringent assumptions necessitated by thaumsintal variable strategy have thus far

Figure 43

reduced the usage of the strategy to niche purpdsewever, that niche is growing as
the burgeoning availability of data provides moppartunities to leverage new
instruments, either by unearthing formerly unknoxanables which can serve as
instruments or by converting known variables whsts¢us as instruments were vitiated
because of alternative pathways into usable ingnisnby uncovering sufficient data to
block said pathways. Instruments may therefogaably the most promising empirical

causal strategy in management academia going fdrwar
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55 How ‘Causal’ is the Published Literature?

This chapter has merely scratched the surfaceeofdbt realm of literature regarding
empirical causality that has erupted in recentgiedndeed, the ‘Causality Revolution’
within management academia — and the social s@anageneral- has taken hold only
during the 15-20 years. Causality was arguabdy éstablished as a legitimately
rigorous philosophical concept from a social-sceestandpoint through the work of
Judea Pearl via his publication of a series of gapethe 1990’s and culminating with
his masterpiece 2000 theoretical tome fittinglyitted Causality. Pearl was followed by
series of eminent scholars - Josh Angrist, Jorffe$td’ischke, Guido Imbens,
Christopher Winship, and Stephen Morgan just toeaome of the more prominent
members — who continue to provide key practicalhm@sological tools with which
management researchers can calculate and elucmladality. A comparison of the
methodological tools used by researchers beforatiadthe Causality Revolution took
hold is akin to night and day. No longer museeeshers be resigned towards stumbling
through the fog of correlation lacking any semb&an€ causality that was typical of pre-
Revolutionary research. Today’'s researchers caih hiemselves of a smorgasbord of
techniques such as forward/backward-instrumenggession discontinuities, bounds

analyses, dynamic panels, and other methodologxx#lca.

Yet despite the vertiginous methodological chartgashave occurred within

management academia, one aspect of managementragddes not changed a whit.
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Such stasis is reflected in my dataset: of theA®&vel management papers, how many

conceded that their proposed theory failed to destnate causality?

Answer: None

That is, not a single time did the authors condbdetheir findings failed to establish
causality for their own theory. In some casessality was never mentioned at all - even
if it was heavily implied. In other cases, caitgalf the authors’ theory is always
proven, or at least never disproven. To the extattcausality is ever challenged at all —
a conspicuously rare outcome — that lack of catysialialways regarding somebody
else’s theory, never their own. Regardless of whigthodological tools any researcher

uses, causality of their own theory is apparenglyem disproven.

To be sure, the establishment of causality is resegdo convert a proposed theory to a
candidate theory as delineated by the Christens@alehl pyramid. However, it is rather
curious indeed that so many theories published-joutnals — indeed, apparently all of
ones comprising my dataset - manage to traversestidya Not a single time did authors
concede that their theory’s causality is unsupbitéoreover, couple that evidently
perfect causality with the findings of the previalmpters that no published paper ever
concedes that their theories are empirically uat#st are obvious, or have not been
properly empirically validated — despite much ewicketo the contrary — and apparently
every single publication represents a brand-newlidate theory. Indeed, management

academia is churning out candidate theories likekalork.
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Granted, management academia’s prolific theory giom might not be a problem —
and indeed might be healthy — if theories thati@es found faulty are then removed. It

is to this topic that we now turn.
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6 Continuous Testing

The past chapters demonstrated that managemeatailseat least as expressed within
the A-level journals — never seems to concedethieairies are tautological, trivial,
invalidated, or not-causal (despite evidence tcctirdrary). Yet one might argue that
that is an entirely appropriate role for the jousrta play. The purpose of the journals is
to serve as a filter; they rightfully refrain fropublishing findings that are tautological,

trivial, invalid, or non-causal.

Yet one must remember that science progressesgiprocess of continuous testing.
Theories gain credence not merely because thewsuam initial set of tests sufficient
for initial publication, but only insofar as theibility to survive future repeated attempts
at falsification. In Popperian terms, theoriesstrhe subjected to merciless and
perpetual reverification not only with respecthe methodological tools and data of the
past, but also with respect to future data and auetlogical tools. Indeed, theories gain
greatest credence when they demonstrate empionogpatibility with datasets and tools

hitherto undreamed of by the original proponenttheftheory.

We can likewise apply that level of scrutiny to ragament theories that have attained

candidacy status simply by re-applying the critéhni allowed them to achieve

candidacy in the first place, but confronted by reswdence and tools. Do those
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candidate theories remain empirically testableat idy have they become tautological in
light of new evidence? Should they now be rejetbegroducing results that are now
understood to be obvious, even if they were noeustdod to be so at the time of
publication? Do those theories remain standingeutite withering fire of new datasets

and methodologies? Do tkausaltenets of those theories remain standing?

To be clear, the answers to each of those questongin necessarily subjective. |
would not presume to be so omniscient as to knoetkér any particular management
theory has lost its candidacy theory and shoultetbee be cast into the dustbin of
history. The community of management researcheesvehole must decide whether
particular candidate theories ought to be discardédat community must determine that
certain theories are no longer useful for providialgable, non-obvious, causal results
and therefore should no longer be utilized by atademics and practitioners alike.
Such rejection also serves as a key indicator #setprogress that the management field
— or any scientific field for that matter — is aeling. Scientific progress is popularly
conflated with the successful testing of a partictiheory. That is merely one side of the
coin. Scientific progress also requires flidure of theories. History is replete with
thousands of scientific theories that had been betieved and passed initial testing,
only to be subjected to continued testing and fowadting. It was once widely

believed that the universe revolved around thetg#nat the heart was where a person’s
mental capabilities resided, that vision was e#ddty light waves emitted from a
person’s eyes, that heavier objects fell fastem th@alighter objects. We are at the stage

marked in underline of the Christensen-Sundahlmiga
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6.1 Are Management Theories Ever Later Ejected foBeing Tautological?

A discussion of the history of science is in ord€onsider the discovery of
electromagnetism. Since the days of antiquity, im@sinteracted with electricity, even
if only to be mystified by its nature. Ancient f@sophers pondered the seemingly divine
and destructive nature of lightning. Ancient margroutinely encountered the coronal
phenomena now known as St EImo’s Fire, the an€eeeks believing that its
appearance was a blessed sign from the legendanghbinortal twins of Castor and
Pollux.  The ancient Egyptians were well awdrthe powerful electric shocks
delivered by the electric eel, even incorporatthgm into their religious rituals. Later,
systematic experimentation upon electricity wasdumted upon amber’s ability to hold
static electricity to the development of the Leydan and Benjamin Franklin’s famed
kite experiments to harness the electricity oftighg. By the same token, scholars
extending to the days of Aristotle contemplatedrttysterious nature of magnetic
lodestones. The ancient Chinese harnessed th&tdmgeto develop the magnetic
compass. The earliest lenses and hence thadigsttific investigation of light can be

traced back to as far back as the ancient Assyah680BC.

Throughout history, scientific connections werei@dically drawn amongst the

relationship between electricity, magnetism, agtli Nevertheless, those three fields

were widely considered to be three entirely sepgnhtsical phenomenon studied.
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However, during a period of only a few decade$ef1800'’s, all three phenomena were
demonstrated to be entirely equivalent to eachrothea span of 12 years, the seminal
publications of Hans-Christen Orsted, Andre-Marrapere, Joseph Henry, and Michael
Faraday demonstrated that not only could elecgrindluce magnetism and vice versa,
but that they were actually the same force, stergrfiom the same source of charged
particles. No longer did it make sense to invedagelectricity’s “effect” upon
magnetism or vice versa when that relationship neag understood to be tautological.
A few short decades after the unification of eliedly and magnetism, James Clerk
Maxwell proved that light was simply a special catelectromagnetism and the waves
it generates, light consisting of electromagnetav@s of a constrained range of
frequencies (that being known as the ‘visible speat). Again, no longer would it make
sense for scientists to continue to investigateetations between electricity or

magnetism and light after they are all understaollet the same force.

Electromagnetism is but one of the bevy of sciemphenomena that were once widely
considered to consist of entirely separate if egldorces but were later shown to be
unified and therefore tautological. Scientific gress hinges upon discovering that
certain topics of empirical investigation are atijueutological in nature and therefore
no longer worthy of empirical study. Einstein fausly unified the concepts of energy
and mass through his celebrated equation E=mc-sdudhne basis of nuclear energy.
Einstein through his theory of special relativitgaunified the concepts of space and

time by demonstrating that they both occupy theesdrdimensional continuum known
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as space-time.  Publishing a new scientific p#pet demonstrates that space and time

are correlated would be no more interesting thaladimg that 1+1=2.

Management academia would likewise progress byméteng that certain empirical
relationships are actually measuring the same @irecel are therefore tautological in
nature. As Thomas Powell disdainfully statefM&nagement] research is burdened
with animmense body of obfuscatory grammar — [such as] ‘intangible—invisible
assets,’  ‘causally-ambiguous causes” ~ ™ One might reasonably infer that
perhaps some of those myriad terms encumberingnémagement literature are actually
measuring the same concept which renders any exalpamalysis of their relationship
superfluous. One struggles to think of precisehatithe difference is between
‘organizational creativity’ and ‘organizational iowvation’ or ‘social capital’ and

‘network capital’. What precisely is the diffeie between ‘classical’ organizational
institutional theory and ‘new’ organizational ingtional theory? Future management
research would ideally collapse at least someaddltoncepts into a unified idea.
Indeed, today’s management research should bepswoiapopular management concepts
of the past by demonstrating that they are merepoments of the same overarching
entity, in the same manner as the formerly disaetearch communities of electricity,

magnetism, and light all had to concede that thegevinvestigating the same topic.

Yet has that ever happened in management? QbBBi@aper comprising my dataset,

not a single time did the authors later concedeth@findings within are tautological.

S powell 2002.
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| therefore propose the Tautology Challen@an anybody name a single published A-
level management paper where the authors themselvagree that the conceptual
relationships within were later demonstrated to begautological/unified in light of

new evidence, hence rendering the paper to be sufieous and hence ought to be

ejected?

To be sure, there should be no shame in makingaweomcession. Earlier electricity
researchers did not realize that their field wasdalagically connected to magnetism and
vice versa. But their concession meant that gtandalone discoveries became
tautological ejecta — that no such standalone yhebelectricity, magnetism, or light
exists - with such ejecta indicating scientifrogress. Management academia would
likewise progress by generating tautological ejedtare researchers concede that their
former discoveries are later found to be unified hance tautologically equal to other

management discoveries. Has there been everucheegample in management?

6.2  Are Management Theories Ever Later For Being Redered Trivial?

Let’s recall that a key value-add of any scientifieory is that it provides non-trivial
propositions. The standard discourse of scienpifagress is that a bevy of seemingly
non-trivial findings are published at a particytaint in time. Additional vigorous

testing will reveal that some of those seeminglg-trovial findings are found to actually
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be trivial after all, often times through errortbé data analysis or other such new
information that renders the finding mundane. &ample, the supposed recent
discovery of non-trivial faster-then-light-speedtron was later found to be merely a
trivial issue of improper clock synchronizatiolhe supposed recent discovery of
arsenic-based DNA — which would represent an dntivevel and non-trivial type of
genetic coding — was likely nothing more than aatioutcome stemming from
laboratory contamination. By a similar logicpewly proposed (yet untested) scientific
theory that provides a mix of both non-trivial anial propositions, might carry value
as long as some of the non-trivial propositionsduive later empirical testing.
However, if the only propositions of that theorgtldo survive are the trivial ones, then

that theory does not provide much intellectual gauad should be ejected.

Yet as demonstrated in past chapters, at leasinvitie A-level journals, management
researchers never seem to concede that their fjadire trivial despite the fact that they
evidently are, as judged by a panel of untraingtigieants. That might not be
problematic if those researchers later concedettithality of their findings. But to my
knowledge, that apparently never seems to happleerei Of the 150 papers comprising
my empirical dataset, not a single time did thénarg later concede that their findings

are trivial.

| therefore propose the Triviality Challengelas any management researcher ever

conceded that their published A-level paper is trital in light of new evidence, hence

rendering it ejected?
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6.3  Are Management Theories Ever Ejected Empiricayl Invalidity?

The Titius-Bode Law of astronomy was a once-forgnbdld hypothesis that predicted
the locations of objects of the solar system. dsviirst formulated using the known
positions of the six known planets at the time- dley, Venus, Earth, Mars, Jupiter, and
Saturn — as well as their contemporaneously knowarms. The Titius-Bode Law
gained great credence when it successfully pratdiitie hitherto undiscovered planet of
Uranus in precisely the location that the Law $hat Uranus would appear, and gained
even more credence with the discovery of the pl@sees (whose status was later
downgraded to an asteroid). However, the disdes of Neptune and Pluto failed to
conform to the Law and the further discoverieshef Kuiper Belt and the dwarf-planet
Eris entirely discredited the Law. Modern astroyarow treats the Titius-Bode Law as

a mere historical footnote.

The moral of the story is that initial publicatiohany theory should be viewed as merely
tentative in nature, forever subject to revisiad ajection in light of new data. A
theory that fails to explain newly collected emgaitidata is not an empirically valid

theory and should be ejected as such.

That implies that management academia should lo&rggeheories constantly in light of

the recent veritable explosion of available dat @mputational power. Much
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management research published as recently as everears ago were based upon
relatively sparse datasets using primitive anadyticols. Yet today, not only have many
years’ worth of data been collected since that tioue much of it exists in readily
accessible formats, available for easy computatioor@sumption. As Gerry Davis
quipped: “Undoubtedly, our current undergraduatiisseon be downloading data to
their cell phones and running sophisticated fixddets regressions on every company
listed on the New York Stock Exchange in the 2@thtery””®  Furthermore, formerly
closed nations such as China and Russia who hatlyheansored their data have now
opened their economies and provided far greataspaency into their managerial

practices. A candy-store of unparalleled dataits the eager management researcher

of today.

One would therefore think that management reseeseieuld be constantly revalidating
past publications. Even a simple tactic such testiag theories upon every years’ worth
of new data — possibly even appended to the egetaset — would suffice. Perhaps
more fruitfully, researchers could test their thespupon entirely new industries or new
countries as they become available. 20 yearsthg@ntire Internet/E-commerce
industry didn’t exist at all, whereas now it spesatis the cutting edge of technology
innovation. One might think to retest, say, tie®of innovation of a generation ago to
examine whether they remain valid upon this entingw industry. One would then

report those theories that no longer hold predeécpigwer as being empirically ejected.

® Davis 2010.
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But that evidently never seems to happen. Of Bteelnpirical papers in my dataset, not
a single time did the authors ever later repottt tingir data failed to replicate upon new
data, whether that replication was conducted bsnsdves or others. Indeed, in the vast
majority of cases nobody seemingly ever bothergépbcate the original study at all (or

if it was, that fact was never reported).

Hence my Validation ChallengéName me a single A-level management paper where
the original authors conceded that their work failel subsequent replication attempts

and therefore ought to be ejected.

6.4  Are Management Theories Ever Ejected for Non-Qasality?

As mentioned before, the ‘Causality Revolution’kdwld within management academia
only within the last 10-15 years. Prior to thatei, entire bookshelves full of
management articles and books were written thabdstrated little if any supporting
evidence of causality. Indeed, many of the muidiéntial management theories in
history were published during the late 1960’s tdyeB980's’ with little if any

supporting causal evidence. Many such works stegiof little more than correlations
at best, with the actual causal directions amowgsables left unstated and obscure.
But perhaps more importantly, even in the midghefCausal Revolution, empirical
methodologies have been progressing rapidly. Relses have been invoking ever-

more-exotic causal tools - split-sample instrumlevaigiables, dynamic panel data

" Davis 2010.
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models, doubly robust estimators just to namena-f¢hat I've now personally heard on
multiple occasions how people lament that papebsighed even a few years ago could
never be published today. One only need compeaadomly selected journal issue of,
say, Strategic Management Journal published fiagsyago to one published today and

marvel at the vastly increased rigorousness ofataysequired.

But yet again, what apparently never happens &arekers revisiting their past
published work that revisited either by themselwesther researchers using the most
topical causal empirical methodologies of the dang declaring that the causality of their

prior published result is no longer supported.

As a specific example, recall that the proper asagan instrumental variable requires
that there be no alternative unblocked pathway fileeninstrument to the outcome
variable. A decade ago, few papers invoking imsemntal variables actually checked for
potential unblocked pathways, perhaps because éteoats for doing so were largely
unknown outside of the statistics community. Noag] such techniques are far more
commonplace. Furthermore, management acadensamadly continues to gather new
knowledge about, such that subsequent researctt idattify a hitherto unknown
unblocked pathway. Yet despite this bevy of nef@rmation, apparently no researcher
ever returns to their original paper and declaneg frior instrument to be suspect.

| therefore issue my Causality Challeng¢éame me a A-level management paper
whose authors later conceded that subsequent reselrhas undermined the

causality of their paper such that it should be ejeted.
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6.5 Conclusion

A properly functioning academic discipline would éjecting candidate theories like
clockwork. Initial publication would be treated lgde more than a basic (and flawed)
screen; candidate theories who survived that saseild then be subjected to a
merciless battery of tests to ensure that they irenodust. Most candidate theories

would be expected to fail these tests.

However, apparently that’s not what happens in gament academia. Firstly, initial
publication in management academia is apparenglefitire ball game: a single A-level
publication alone being sufficient to land a tentreek job at a well-regarded business
school, and a string of A’s is generally sufficiéot tenure. Whether any of those
publications actually survives the battery of efattests is irrelevant.  Those A-level
publications garnered the academic job offer onqwtoon, and for most subjects in

guestion, that’s what ultimately matters.

But more importantly, management academia lackdtare of replication. Indeed,
many management journals evidently outright disagamreplicatiod® What should be
a relentless barrage of retesting is nothing maae &« mere whimper. Once somebody

publishes a particular managerial finding, nobagver really allowed to challenge that

® Hambrick 2007.
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finding ever again — and certainly the originalreurs of that finding never concede that

that finding was successfully challenged.

Nevertheless, one might argue that the above prab$peak to the structural careerist
issues of management academia. As long as thetineesystem fails to reward
replication and ejection, little of either will Ippoduced. Yet obviously not all
management theories will be ejected. Perhapsicedgsearchers have indeed uncovered
a management theory that has indeed proved totast,chaving survived the battery of
falsification tests and demonstrated that the theoguestion remains non-tautological,
non-trivial, empirically valid, and causal. Bettet, could a dedicated team of
researchers who eschew the standard careeristigeggenerate and replicate a robust
theory by themselves? That is, might a certairssubf management theories be
progressing, even if the rest of the field is n®¥2 now turn to this question in the

following chapter.
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7 Have Any Management Theories Become Paradigms?

7.1 Might Individual Theories Be Progressing Everif the Field is Not?

Let's harken back to the evidence used to demdestng claim that the management
field (consisting of both gurus and academia) iscientific because it violates basic
empirical methodological rules regarding properdation. A savvy reader might argue:
hasn’t my empirical methodology itself violated thary same rule? That is, by
demonstrating that management gurus such as ReWieterman sampled on the
dependent variable to bolster their hypothesisldibuone argue that | too sampled on
the dependent variable by selectively choosingptiréicular example of Peters &
Waterman to bolster my hypothesis? Similarly,Idot my examination of Collins’
Good to Great, the Resource Based View, or th@euamther examples that | utilize
likewise be viewed as other instances of samplmthe dependent variable by only
choosing those examples that bolster my hypothedisfice, couldn’t one then argue that
my claim that management is unscientific is itsei§cientific because it itself is not
properly validated because | specifically chose @xlamples that bolster my hypothesis

— the very same crime committed by the managenndff

The crux of the counterargument hinges upon whetbemelieve that the appropriate

level of analysis consists of the entire managerfielat as a whole or rather of individual

theories that comprise the management field. Uf sbscribe to the former viewpoint,
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then it doesn’t matter whether the statementsriaele regarding the field are based
upon selective data or not. After all, the worlslonly one lone field of management. |
am making no inferences towards other fields of agament existing in parallel
universes. Therefore as long as the statememtsnhaking about the lone extant field
have the evidence to support them, it doesn’t mhaties that evidence was found. As an
analogy, if my car has a blown gasket, it doesrdtter how | discovered that my gasket
is blown because | am not making inferences abthéraears. What matters is that a

central component of my car is broken which rendleas particular car inoperable.

However, perhaps you believe that the appropretel lof analysis should consist of the
individual theory — and not just any individual ¢ing, but certain ‘preferred’ theories.
That is, even if the management field as a wholg beaunscientific, perhaps certain
individual theories developed by individual schelare indeed progressing scientifically.
Then one might argue that it matters not whethefiid as a whole — or even most
individual theories that comprise the field — ao¢ progressing scientifically, as long as
your favored theory by your favored scholars anaglso. Might individual theorists be
able to quarantine themselves from the maladidsaffiect the field as a whole?

Were that to be so! Unfortunately, I'm afraid titég not that simple. While | have no
doubt that certain individual management scholegsraleed attempting to make true
scientific progress, unfortunately, that progresthivarted by the activities of other
researchers who are not making scientific progaesisby the management field that
permits such thwarting. As ASQ Editor Gerry Daatsdly observed: “Given the

diverse predictions of the many paradigms in [manaent] theory, it is almost always
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possible to find a theoretical rationale for a fe5d° Whatever scientific predictions are
being produced to answer a particular researchtignesre obscured by any conflicting
unscientific unreliable predictions regarding theng research question — and those

conflicting predictions almost always exist as Baaigues.

Let's consider what scientific progress is, whiténss from the true societal purpose of
science. Scientific progress occurs not simplyminelividual researchers acquire

increased knowledge but when socistprovided with increased knowledge. Indeed, a

baseline norm of the academic community is thaeteive scholarly credit for a research
finding, it must be disseminated through publicfeoences and publications rather than
through coded documents and secret correspondeithehe underlying purpose being
that society is provided with the finding. If | discover the Higgs Boson but hide that
discovery away and never inform society aboutwplld say that scientific progress has
not actually occurred. As the philosophical sgygoes, if a tree falls in the forest and

no-one is around to hear it, does it make a sound?

On the other hand, let’s say that | do rigorousigl acientifically discover the Higgs
Boson and also do publicly communicate that findimgociety. However if other
researchers who are not being scientific neverssat&aim that they too have discovered
the Higgs Boson — and their findings stand in digposition to my findings with no

consensus method to adjudicate veracity - whatssientific progress has been made

" Davis 2010

8 patents likewise are granted only after the inwefutlly discloses the workings of his inventiorheve
the contents of the patent are available to anylfodinspection. Society is essentially trading Wiedge
about an invention in return for a temporary mongpm the profits of that invention.
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has been attenuated. To be sure, it is bettesofoety to have a mixture of correct and
incorrect Higgs Boson results rather than having orcorrect Higgs Boson results.

Nevertheless, in this case, the research commasitywholdas not provided society

with more knowledge regarding where the Higgs Basdyecause society does not know
which researchers to believe. If a clutch ofdrsenultaneously falls in the woods, can

you elucidate the sound of any individual tree?

Hence, whether we like it or not, the efforts afiindual management scholars in
achieving scientific progress are mediated by twegat norms of the management field as
a whole. Scientific progress occurs not only dintbrough the act of individual

scholars discovering and disseminating reliablalte$o society, but also through the
complementary act of unreliable results heing disseminated to society. The most
beautiful guitar solo in the world is ruined if ethmusicians are simultaneously playing a
cacophonous dirge. Unfortunately, managementesgdis riven with theoretical
disputes with no means to resolve them and thexeforagreed-upon method with which
to remove obsolete theories. As Gerry Davis reetdirkalthough dozens of studies have
purported to provide critical tests to adjudicagééveen theories, the contests always

seem to end as a draw—a Stanley Cup playoff thatrrends.®

Indeed, one shining example of a theoretical despheit should have concluded long ago
but apparently has devolved into the interminalde@iB-ian endless Stanley Cup playoff
is the well-worn conflict between Resource Deperderheory (RDT — not to be

confused with RBV) and Transaction Cost Economi¢3K). Both theories were

81 Davis 2006.
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initially subjected to highly scientific inquiry iterms of their empirical falsifiability and
their validity. Each theory also provided cleantyn-obvious predictions, at least relative
to each other - a crucial point that | shall explfurther. Yet somewhere along the lines,
each of the theories took a non-scientific turime playoff series that should have ended
years ago nevertheless plays on, with no winnsrght for the foreseeable future. In this
next section, | demonstrate how each theory clinthednitial steps of the Christensen-
Sundahl pyramid, but how each ultimately failealimb the final steps to generate an

ejecta. | dub this case study: A Tale of Two Tie=o

7.2 A Case Study of Conflict: A Tale of Two Theorie

It was the best of theories, it was the worst ebties, it was the wisest of theories, it was
the most foolish of theories, it was the epochadidh, it was the epoch of incredulity.
Such has been the rhetoric held forth by both tipparters and detractors of Resource
Dependence Theory (RDT) and Transaction Cost EcarsofiCE): two schools of
thought that not only have each become foundatipitiats of the management
theoretical landscape with citations easily nuntgein the 5-figures, but whose epic
rivalry has raged ever since their very inceptio@liver Williamson, winner of the

Nobel Prize for developing TCE, dismissively chéegized RDT as “a pied piper whose
enticements are better resisted in favor of moradane efficiency concerrf&’and that

the value of RDT is incremental at best - thatiit merely “sometimes add detaff’

Jeffrey Pfeffer, the father of RDT, retorted th&H presents a “very benign view of

82 williamson 1981
83 |bid.
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social organizatiorf that — to the extent of holding any truth valueatsioever — does so
only because TCE has become a self-fulfilling peaphthat shapes managerial behavior
according to the very tenets it espo3etndeed, Pfeffer further characterizes TCE is a
prime exemplar of the primacy of faddishness omghtwithin management academia,
describing TCE as an archetypal illustration of ‘fkéty Davis’s argument that great

theories in social science attain their statusoectiuse they are true but because they are

interestingand engage the attention of their audience ofréxjped practitioners®®

| invoke the seemingly interminable conflict betwd®DT and TCE as a case study that
examines how the management field as a whole shave developed compared to how
it actually developed. | describe how both Ri@ 8 CE ascend the initial rungs of the
Christensen-Sundahl pyramid as each theory proadisny of falsifiable, non-obvious
predictions that have been subjected to empirighdiation. | then describe how the
process of continual revalidation and retestingasfh theory — particularly in light of the
existence of the rival theory — presents a goldgrodunity for the generation of
theoretical ejecta, which | had previously denaed crucial indicator of a healthy
academic discipline. But that opportunity has beguandered. Despite the conflicting
assumptions and empirical predictions of each thewither theoretical camp has
conceded even an inch. Each theory continuesrecasupporters who then denigrate
the importance of the rival theory. The inabilityadjudicate between rival theories and
eject one in favor of the other characterizes @y eart of the dilemma of the

management field.

8 pfeffer 1996.
8 Ferraro Pfeffer Sutton 2005.
8 |bid.
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7.3 TCE and RDT: A Quick Overview

The complete tenets of both TCE and RDT lie fardmelythe scope of this work: indeed,
each theory has spawned hundreds of shelves fatbaks and journal articles.
Interested readers of TCE are directed to Oliveigison’s seminal 1975 book
‘Markets and Hierarchies’ and his updated 1996 widhe Mechanisms of Governance’,
while those interested in RDT are directed to égffPfeffer's and Gerald Salancik’s
original 1978 edition of ‘The External Control ofganizations’ and its 2003 updated
edition. Those books, along with the works theg them, provide a complete overview

of the traits and nuances of each theory.

However, in a nutshell, TCE purports to explaindige-old question of why
organizations exist in the first place. Why ddesworld have organizations with
employees that require oversight by manageriabhibres; why not instead simply
contract for everything they require through themmarket? For example, instead of an
organization employing secretaries directly upsrpayroll, why not simply outsource all
secretarial tasks, perhaps as temp work, whenegassary? On the flip side, if the
direct hiring of employees is always preferableutsourcing, then why is there not a

single organization in which everybody is an empksy

Transaction Cost Economics (TCE), fittingly as pename, explains such behavior as a

manner by which organizations minimize transactiosts Open-market transactions
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may be expensive to complete: not only necessgatearch and information costs in
simply finding what you require (i.e. finding gusd and available secretaries whenever
secretarial work must be completed), but also banmgg/negotiating costs in procuring
desired products at an acceptable price and pgleiiorcement costs in ensuring that
work requirements are fulfilled. However, opearket transactions provide cost
advantages of their own, as the market forces wip&tition and innovation may cause
certain outsourced transactions to be cheapentihouse projects. While most
organizations directly hire employees to performrsgrial work, few organizations
would directly hire their own carpenters and wesder construct their own office
furniture rather than simply outsourcing that tAgkouying furniture through the market.
TCE predicts that insofar as the direct hiring mipdoyees allows an organization to
minimize costs, then internal hiring will be moneyalent than market transactions and
vice versa. TCE therefore generates predictionsitatirganizational boundaries
regarding make/buy decisions: what organizatidm®se to make in-house versus what
they choose to buy through the market. Such aessare reflected not only in the
internal operations of the organization, but atsthe products/services they provide.
Apple, for example, outsources the manufacturintheflPhone while retaining the
design work of the IPhone in-house — a predicti@t TCE would readily support
assuming that the outsourcing of manufacturingss kostly for Apple than is
maintaining in-house IPhone manufacturing capasljitwith the reverse being true

regarding IPhone design work. This is an assumghat | shall later revisit.
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Resource Dependence Theory (RDT), unlike TCE, dbagempt to explain why
organizations exist, but, like TCE, does attempxplain the behavior of those
organizations. RDT posits that the behavior of aiz@tions, rather than merely serving
to maximize profit or minimize cost, is driven bycgal context and power. Indeed,
Pfeffer states that organizations routinely engadehavior “regardless of
considerations of profit or efficiency”. Rather, organizations behave in a manner that
maximizes their relative power within their soaahntext. To the extent that other
parties possess necessary resources — which cewlapital goods, labor, investment
capital or anything else which the organizationetes— the organization will attempt to
gain control over parties that provide those resesir For example, if a restaurant
requires a particular rare vegetable that is onfjlable at only one farm in the world to
produce its signature sandwich, the restaurantattg@impt to gain control over that farm
that provides that vegetable, perhaps by mergiitig thie farm, or enacting a strategic
alliance with it. The restaurant may also attetopteaken the power that the farm
holds over it by diversifying its sandwich offersigy marketing a different sandwich
that does not require that vegetable. Until andssthe restaurant is able to do so, then
the restaurant is dependemon the resourcgsovided by that farm. That restaurant
may in turn possess resources upon which othenaatgons depend. For example, if
the restaurant happens to provide a convenientitmcand ambience for local business
deals to take place, then the restaurant will jpolder over local businesses who want to
close deals. Those local businesses may in ttempt to weaken the power that the

restaurant holds over it. The socially-embeddaadgy derived from resources that

87 pfeffer 1987.
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organizations depend upon is therefore the chigédof organizational behavior

according to RDT.

To be sure, some of the predictions of TCE and RBificide. However, many of them
— in particular those stemming from the baselireiagption over whether the key driving
force of organizational behavior is either effiatgrdriven cost minimization or socially-
driven power maximization — directly conflict widach other. That represents a golden
opportunity for the generation of a theoreticattgeas both theories ascend the
Christensen-Sundahl pyramid: one theory should baea ejected in favor of the other.
Or so it would seem. | now walk the reader thiohgw each theory successfully
ascended the initial steps of the pyramid on theest for paradigmatic status such that

one theory should have ejectitwd other, and yet how that last step never se¢med

happen.

7.3.1 Step 1: Falsifiability of TCE/RDT

Recall that the first step of the Christensen-Shhggramid is regarding whether a
prospective theory generates empirically falsiggbtedictions — predictions that are not
true strictly by definition. Both TCE and RDT ctgado so. TCE'’s independent driving
variable is ‘transaction cost’, whereas the depetdariable is the resulting action of the
organization: whether the organization choosesdoye/acquire another organization or
not, to engage in a strategic partnership/alliateespin-off a division, to outsource a

particular task, etc. TCE predicts that thosepizational actions associated with the
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lowest transaction costs will be preferred. Whakesal CE falsifiable is that transaction
costs are not defined be organizational actions. Organizations ate@quired to act in

a manner that minimizes transaction costs purelgedinition. For example,
organizations could conceivably consistently engageergers despite those mergers not
actually minimizing transaction costs, which wougresent a direct threat to the

validity of TCE.

Similarly, the independent driving variable of RiBTthe power derived from
possessing/lacking key organizational resourcdst ihdependent variable predicts the
outcome of the dependent variable representindteegwrganizational action. RDT
predicts that organizations will engage in actithred maximize their relative power.
Again, RDT is falsifiable because power/resourcesnat definedo be organizational
action. For example, if organizations consisteatlose to engage in spin-offs in a
manner that actually weakdmeir power, that would be a direct threat to\thkdity of

RDT.

7.3.2 Step 2: (Non)Obviousness of TCE/RDT

To traverse the second step of the Christensengblipgramid, a prospective theory
must generate non-obvious predictions. That sdise question — by whom should
obviousness be judged? In an earlier chapter binaposed that obviousness of a set of
randomly selected management predictions be jullgdxhseline set consisting of people

who have no professional or academic managemehkgimmnd. While | could do the
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same regarding the obviousness of the predictibM€&/RDT, | believe that a simpler
method avails itself. Given the directly confligipredictions of TCE/RDT regarding
the driving force of organizational actions (coatéd efficiency vs. resource-driven
power), the predictions of TCE will not be obvidoghe proponents of RDT and vice
versa. The prediction that organizations will astetly behave in a manner that
reduces their transaction costs even at the exéns®ver is non-obvious to the
proponents of RDT, for to repeat Pfeffer’'s quotgamizations generally behave in a
manner “regardless of considerations of profitficiency.”®® Likewise, the prediction
that organizations behave in a manner that comsigtecreases their power even at the
expense of incurring higher transaction costs tobweious to the proponents of TCE.
RDT/TCE also can provide non-obvious predictiongwthe other theory is
inconclusive. For example, if an organizationasdd with a set of choices that all have
the same impact upon transaction costs but difj@gmpacts upon power, TCE is unable
to predict the choice the organization will maket BDT can. Hence, the prediction of

RDT in this case will not be obvious to the propaiseof TCE.

Therefore, in contrast to my previous methodoldwt telied upon volunteers with no
management background to judge obviousness, irtdsis, obviousness is being judged
by a group of management scholars — the propoé¢r’ither TCE or RDT — who have
extensive backgrounds in the literature. Put nstaekly, the predictions of RDT are
apparently not obvious to a Nobel laureate sudBla®r Williamson in light of his
dismissive comments about RDT, and the predictadriSCE are likewise not obvious to

a giant of the management field such as Jeffreffd?fe | would therefore argue that

8 pfeffer 1987.
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both RDT and TCE clearly surmount the requiremenbbviousness. Any theory that
provides a set of predictions that directly contcathe predictions of a highly learned
group of scholars is clearly an important contiidsut- assuming that those predictions

are empirically validated, to which we now turn.

7.3.3 Steps 3&4: (Initial) Validation and Causal Arlysis of TCE/RDT

Both TCE and RDT have indeed been subject to ategi empirical causal validation.
Enumerating the now thousands of empirical stuthiashave tested various aspects of
TCE/RDT are clearly beyond the subject of this:tarterested readers are directed to
the summaries presented in Pfeffer & Salancik (20David & Han (2004), Scott &
Davis 2007 and the citations that they presentficgut to say that both theories have
been successfully subjected to extensive (initialidation. Hence, TCE and RDT can

rightfully be promoted to candidate status.

7.3.4 Step 5: Retesting and Revalidation: Fallingfbthe Pyramid

Recall that initialvalidation alone is insufficient for a theory tibedn paradigmatic status.
The theory must be subjected to a cycle of extenstesting and revalidation,
incorporating the latest theoretical and methodcklgadvances to ensure that the
predictions of the theory continue to hold. Thtssories that survive initial validation
but fail to survive the cycle of continuous revalitg/retesting should be discarded as

ejecta.
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Such revalidation and resultant ejecta should haygpened in the case of the conflict
between TCE and RDT. The proponents of each thdesyly know about the existence
of the other theory - so much so that they ardnwtabout tossing derogatory comments
at each other. The proponents of TCE should tbexdfave retested their predictions
using RDT as a potential counter-explanation, aod versa regarding the proponents of
RDT. For example, the proponents of TCE could havein their regression models but
using resource-driven power as an additional exgiag variable to see if that new
variable provides more predictive power than thedaction-cost variable. They could
have conducted surveys and interviews to ascemh@ther managers are more apt to
respond to considerations of costs or to powdiey could have conducted a myriad of
other potential studies to retest the notion tretgaction costs rather than power are
indeed what drives organizational behavior, andikhooncede defeat if it does not. But
apparently, this never happened. Or at least,dypbonceded defeat and relegated their
own theory to the status of ejecta. Each theggoponents continue to hold forth that

their theory is correct while the other is wrong.

If anything, much of the empirical evidence regagdmergers and acquisitions seems to
consistently disfavor TCE, as firms consistentlgage in merger/acquisition activity
that fails to improve cost structure, but are ppshmore readily explained by

considerations of power. As stated forcefullySpptt & Davis (2007):
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“On the face of it, the weight of evidence woul@seto
favor resource dependence, as most acquisitiomsrelb
not increase organizational performance or actually
decrease it — share prices of acquiring firms fesdjy
decline upon the announcements of acquisitions ¢kjor
Schleifer and Vishny 1990) suggesting that thekstoc
market generally views them as a bad idea. Thaictesn
diversifying mergers is especially negative: “Ewdence
that corporate diversification reduces company &au
consistent and collectively damning’ (Black 1992%and
Porter (1987) finds that firms that diversified eddup

disposing of three-quarters of their acquisitions™>.”

Yet TCE not only lives on, but thrives despite anly the lack of retesting that
incorporates RDT as a counterargument, but alsodhsistently negative empirical
evidence provided by corporate merger/acquisitemavior. Now, granted, one might
argue that a few minor phenomena that TCE canngagxshould not cause the entire
theory to be rejected. But merger/acquisition bedracan hardly be dismissed as a
‘minor phenomena’, but rather one of the centréivaies that any organization will
conduct. Nevertheless, only a few short years &teitt & Davis published the above
quote regarding the consistent inability of TCEekplain merger/acquisition activity,

Oliver Williamson was awarded the Nobel Prize imBmmics for his work in TCE.

8 Scott & Davis 2007.
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That is not to say that RDT hasn’t had empiricalgbems of its own. Indeed, RDT has
had extensive problems with explaining the cyclesergers and divestments that have
occurred over the last century. A central prediicbf RDT is that corporations should
seek to become conglomerates to maximize their poise-vis suppliers and
customers, yet the large conglomerates of the 3378d almost completely disappeared
during the subsequent decades’ wave of divestmmghteweraged buyouts. During the
1990’s, organizations pursued outsourcing with gustadily handing away
manufacturing and production capabilities to tipadty contractors while retaining the
(so-called ‘core competency’) thin layer of desigrarketing and distribution. RDT can
explain this divestment trend only by a correspogdrend of power/resource shifts
corresponding to those divested assets, yet sahlftdnas never been clearly established.
Why Apple now outsources almost all of its manufacig today when it used to keep
manufacturing in-house only a few decades agotisammething that can be clearly

explained by RDT but might well be better explaitgdl CE.

But the upshot is that, given the directly conitigtpredictions provided by TCE and
RDT, they should have both been subjected to coatiretesting and revalidation until
one of them was ejected. Either that, or at [t should be currently subject to a
program of testing that will eventually eject ohedry in favor of the other, such that the
proponents of one theory will concede that thezotly is untenable. While nobody can
predict the future with certainty, the chanceshatt thappening seem rather bleak.

Management theories never seem to die; we instsad 8 be stuck with the “Stanley
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Cup playoff that never ends” that was alluded tdiera As stated trenchantly by Gerry

Davis and Chris Marquis:

“One sign of progress is that weak theories are selected out,

as researchers favor progressive theories capable of

accounting for observed regularities while making novel

predictions . We are willing to assert that organization theory as a
discipline has no history of such selection and little prospect for it in
the future.”°

The conflict between TCE and RDT presented a gotgigrortunity for management
academia to generate an ejecta — an opportunityératofore has been squandered.
Each theory produces sharp predictions that directhtradict each other. Therefore both
theories cannot be true. At best, the theorieslghme integrated together contingently
such that TCE is applicable in certain contingemtditions, whereas RDT is applicable in
different contingently conditions. Each theory kcbilnen be said to be ‘contingently
ejected’. But as far as | know, that hasn’t hajgaeeither. The proponents of each theory
maintain that their theory is dispositive while thteer theory is incorrect. The
management field cannot progress as a whole wielgetwarring camps perpetually

refuse to surrender any ground to each other.

| present this step underlined in the followinggitam:

% Davis & Marquis (2005).
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Eject Extant
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that are:
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- Falsifiable
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Description, Measurement

Eject Failed Theory
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Figure 45
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7.3.5 Summary and Recommendations Regarding Theore&l Dissensus

Harkening back to the argument that | had datagfrédhe case studies of the previous
chapters to demonstrate my argument that the maregdield is unscientific, one could
similarly argue that | data-dredged the TCE/RDTflkcinto demonstrate my argument
that the management field is unscientific. Yetdbaflict between the TCE-RDT dyad

seems to pervade the management field as a whaleed, such a theoretical dissensus
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has been remarked upon periodically by numerouslachwithin the management

field.*

For example, a central prediction of the influelnpi@pulation ecology theory is that firms
are afflicted with ‘organizational inertia’ and agenerally unable to successfully change
their existing organizational form (e.g. from a-@pwvn command and control type of
organization to one that relies upon organic tearkwaad employee consensus), and
those that try generally increase their odds okhagrtcy. Overall changes to the
organizational forms of a particular domain areetid only by deaths to existing
organizations that used the organizational strestuwhich are replaced by newly founded
organizations that utilize the new organizationalcture. However, another highly cited
theory - structural contingency theory - prediatsgsely the opposite: that not only can
organizations indeed successfully change, but shdbeuld do so to custom-fit their
organizational form in accordance with changesi&anvironment. For example, if
customer tastes shift from initially wanting onljatk Model-T Fords to now wanting
different car designs in different colors, thend~oould readily shift from manufacturing
only one car design in one color to offering muéigesigns and multiple colors despite

the costly change to Ford’s organizational design.

Similarly, proponents of New Institutional TheolyIT) predict that organizations tend to
adopt the same general organizational featurethas organizations within the same

industry by a process that NIT calls ‘institutioigdmorphism™. As Gerry Davis put it:

L Also see McKinley Mone 1998.
92 powell DiMaggio (1983) colorfully depicts this te ‘iron cage’ of institutional isomorphism.
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“INIT’s] imagery of relentless pressures for confiynis appealing in a world in which every strip liia
every town is populated with the same retailerstatgrants, and latte parlo”r%3 However, one of the
central prescriptions of the eminent strategy samhilichael Porter is that organizations
survive by differentiating themselves from compettin the same industry/. In
particular, Porter proffers that such differenbatiends to happen by two key
mechanisms: either low-cost leadership or thrquglluct innovation and (perceived)
quality. Porter therefore maintains that organareg should attain a state of bipolarity
rather than the unipolarifyredicted by proponents of NIT, — for example, istaurant
industry should bifurcate into becoming either Mcl2atw'’s or Ruth’s Chris Steak
House™ Still other strategy scholars predict that a speetof equilibrium points on the
cost-quality spectrum are feasible and that intesghould attain a state of multipolarity
% (e.g. Outback Steakhouse might occupy a rungdémtiuidle of McDonald’s or Ruth’s
Chris) — an even farther cry from the unipolarmeophic world predicted by proponents

of NIT.

Such disagreements seem to be not the exceptiaathet the rule. As stated by Gerry
Davis: “Given the diverse predictions of the mamayaaligms...it is almost always
possible to find a theoretical rationale for a testeither before or after the results are
known.”’ Jeffrey Pfeffer noted that "the domain of orgatian theory is coming to
resemble more of a weed patch than a well-tendetegaTheories . . . proliferate along

with measures, terms, concepts, and research garadit is often difficult to discern in

% Davis 2010.
% Porter 1980.
% |bid

% Miller 1992.
9 Davis 2010.
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what direction knowledge of organizations is pragieg.®® He later noted that “there is
virtually no disagreement about the fatmore...[theoretical] proliferatiori® Indeed,

that dissensus that pervades management has feetratiPfeffer proposed that that
very dissensus itself become a topic of researdimdioout why the field of management
cannot generate the greater theoretical agreemgyesl by even the social sciences, let
alone the natural sciences with their strong pgradtic consensus regarding their core
theories (biology having evolutionary theory andefecs, chemistry having molecular
bonding theory, physics having quantum physicsratativity, etc.)'®® To date, as far

as | know, nobody has taken up Pfeffer’'s offerdaduct such a study.

Hence, given the wide diversity of theory and pecedns that populate the management
landscape, any theory that successfully traversepyramid to its apex can do so only
through the production of ejecta of prior theotiest predict opposite results. For TCE
to summit the pyramid and become a true paradigem RDT must be wrong and should
be ejected, and vice versa. Likewise, for NITumsit the pyramid to become a true
paradigm, then the theories of Porter and the dtnategy scholars that predicted a
bipolar/multipolar world must be wrong and therefshould be ejected, and vice versa.
Yet, as evidenced by my challenge questions, sjgecti@n never seems to happen;
nobody can think of a clear example of an ejectidro requote Gerry Davis and Chris
Marquis: “To our knowledge, no organizational thebas ever been [definitively]

“rejected™ 1%t

%8 pfeffer 1993.
% pfeffer 1997.
100 pfeffer 1993.
191 Davis & Marquis 2005.
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That lack of ability to eject even a single thebeg at the heart of the broken machinery
that is the management field. Nobel laureate Ge8itggler once noted thdThere is no
obvious method by which a [field] can wholly ridéif of once popular theories, logical

error aside (and even this may not be a true exr8pt® Pfeffer likewise noted that:

“There is little apparent agreement about how to reslve the controversies
among competing [theories]-not only disagreement aut which one is
correct or useful, but disagreement about how to @n go about figuring
this out. Because of these fundamental disagreementiebates about basic
epistemological issues, even though useful at omwé¢l, never seem to
produce much resolution. Rather, they are repeatederiodically, often
covering the same ground.*®

While 1 would never claim to be of the same philaisical caliber as that of
Stigler or Pfeffer, | would submit that another nfimation of the Christensen-
Sundahl pyramid that might go some way towards rsagdhis circle. _Every

theory should be accompanied with clear empirioaditions of

falsification/ejectionsuch that if those conditions are met, then th@qments of

the theory will publicly agree that the theory mhbetejected. Such conditions
can be probabilistic in nature e.g. that a cenarcentage of future studies must
find results that clearly contradict the centradictions of the theory. Those
conditions might be relative to another theoryt tha series of future retests
indicates that if theory A produces more accuraggligtions than theory B (even
if neither theory is perfectly accurate), then Bdd be ejected in favor of A.

Those conditions might even be contingent in nattnat if theory B provides

192 stigler 1978.
103 pfeffer 1993.
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more accurate predictions within certain contel#ttheory A, then theory A
should be ejected within those contexts. {For eplamt is highly plausible that
TCE is applicable only for profit-seeking organimat but cannot explain the
organizational behavior of non-profit organizati@gh as government agencies
or NGO's, and so the use of TCE should be ejectad those contexts.} But
whatever those conditions are, those conditiong tmeislearly stipulated in
writing. If the theory is new, then those fals#imon conditions would have to
accompany initial publication, perhaps within atirtecompanion. The
authors/proponents of extant theories should bewraged to state clear
falsification conditions for their theories, andhey refuse, then that refusal
should be taken into consideration when future lscha@hoose whether to adopt

those theories.

With clear falsification conditions in hand, futuseholars will have a set target
by which they can conduct the revalidation/retesstep, either to eject their own
theory or to eject somebody else’s. For exangdenentioned before, for either
TCE or RDT to be promoted to true paradigmaticestabuld require continuous
retesting of each theory until one reaches itstiepecondition. The continuous
retesting of NIT would result in either the (poggibontingent or relative)
ejection of either NIT or of the theories of Poréed other strategy academics,

depending on whether the true optimal state ofroegdions is unipolar or not.
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To be sure, the recommendations that would remétit ails management
academia reach beyond merely clarifying the peveasieoretical dissensus,

helpful as that would be. | segue to these recomalatgons in the final chapter.
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8 Final Conclusion: Proposals, Recommendations, drFinal Thoughts

The past chapters have documented the litany dilgmos that management academia
faces. The Popperian stance regarding the philgsopscience holds that theories
generate value when they produce reliable, noneatsvpredictions. For the most part,
management academia currently generates neitta@heR as | have shown, many
theories are inherently tautological and theretorfalsifiable. Others that are indeed
falsifiable in principle prove not to be falsifiain practice, either because the
proponents of the theories engage in p-value dadgihg and and/or rummage through
the armory of Chekhov’s guns to avoid theory digcoration, or simply outright
ignoring disconfirming evidence and persist inngtand building upon ostensibly

falsified theories anyway.

Furthermore, replication is an endangered speaigsgght retraction is as extinct as the
dinosaurs, and non-obvious predictions are sinyilasirare as hen’s teeth. The
‘Exogeneity Revolution’ held the promise of enfargistandards of causality and rigor
upon purely-correlation (and hence unactionable)agament theories of decades past.
Yet the Exogeneity Revolution proved to be a retiotufor which nobody - or at least
none of the well-established management scholsttewed up. Instead, it has merely
degenerated into a publishing encumberance thgttbelcurrent generation of untenured
management scholars must endure. If anythirgBkogeneity Revolution’ has
ironically been subverted into a ‘counter-revolaaoy’ force that serves only to reinforce

extant theories by established scholars while styirey new theories by young scholars
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from rising to prominence. Curiously and convetlie not a single one of the

influential management theories born during thergrlutionary golden age of the late
1960's-early-1980"9* 1% has later been found to lack exogeneity. nalfy, even
regarding those rare instances where a commungglaflars does seem to support a set
of reliable predictions, progress is stymied wheather community supports a set of

opposing reliable predictions, with no clear waytipudicate the conflict.

After perusing this parade of horribles, one mitpetrefore reasonably wonder what — if
anything — is to be done for management acadenpeogress beyond the
epistemological quagmire in which it currently fsidself. In essence, the management
field needs a Scientific Revolution of its own, 8anto what the natural sciences
experienced in centuries past. The question tkeenrhes how best to ignite that

Scientific Revolution.

To be clear, the predictive success of any suchesimpns is necessarily speculative, for
at this time, how/why the Scientific Revolutiontbe natural sciences occurred is still
one of the greatest mysteries in history. Néwedess, | first consider three popular
suggestions for management academic reform - enpdasis upon qualitative
researchers, practitioners, and of ‘dedicated sadreegarding how management
academia might progress. | reject each of thenbéarg deficient in certain regards. |
then propose what | believe to be the suggestidim tve most promise, and which also

happens to be aligned with the topics raised iormhapters, with an appeal to history

104 Davis 2010
195 Colquitt 2005.
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regarding why | believe that my proposal would grjoe greatest probability of success.
However, pace Pangloss, | fully recognize that mpppsal stands a high chance of
failure as well. | then turn to a ‘interim proptsaerhaps the value that management
academia can provide to the world is not througlcheéng management theories that are
riven with dissensus, but rather teaching bothdiesensus itself and also teaching
research methodologies through which students seeri@in truths by themselves. Such
a proposal could not only provide immediate andlsliz pedagogical value to students,
but might also serve to lay the groundwork for tie¢ical breakthrough for management

academia in the future.

8.1 One Potential Proposal: How About More Qualtive Research?

A natural and commonplace reaction to the p-vahaplgs of Chapter 4 is that the state of
guantitative research is suspect. As previoudgudised in that chapter, quantitative
researchers evidently have great freedom to gendratlevels of statistical significance
that they need to publish through model specificatidjustment, subsample-analysis, or
simply by collecting additional data until they alt the result that they desire. Perhaps
more commonly — as dictated by the Rosenthalide Biawer Problent® -

guantitative researchers can simply refuse to sutimiings that fail to produce
significant results, and journal referees can lilseweject papers that lack significant
findings: hence the dearth of findings with p-\edyust above the levels of significance.
Indeed, Gerry Davis himself expressed the sentisnély held by many others that the

published literature exhibits “almost certainly espread data fishind”. A natural

1% Rosenthal (1979)
197 Davis (2010).
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response would then be to place less emphasisquaottitative research in favor of

more qualitative research.

To be sure, certainly few people — least of alblelieve that rigorous qualitative research
will continue to be an integral component of thenagement research toolkit. Such
gualitative research is not only necessary whewvahni@bles of a particular phenomenon
are so poorly characterized that a quantitativeareh project would be impossible to
launch!®® but also can provide a crucial sanity check wa@henomenon is sufficiently
characterized to support a quantitative researtdgrnise. Qualitative research can
elucidate new causal pathways while revalidatirigl#shed ones, and have proven to be
especially useful in ascertaining the beliefs andlg of individual managers whose

decisions ultimately are the microfoundational bdsr all of management academia.

However, to assert that management researcheriisstofi its focus towards more
gualitative research simply because of the quamntaata-mining concerns of Chapter 4
is to take matters too far. In particular, doimgasould be to exhibit strong sample-
selection bias. While quantitative research celgas riven with data-mining concerns, |
have no reason to believe that qualitative reseiarabt likewise riven with the same
such concerns. Indeed, data-mining within quahigatesearch might well be more
ubiquitous, simply because no comparable conceptsetp-value or statistical
significance exist in the world of qualitative raseh, affording little opportunity to

conduct the type of forensic quantitative analgdis to my histograms.

1% Edmondson & McManus (2009).
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Furthermore, the land of qualitative research saerbg as bristling with Chekhov’s

Guns as is the realm of quantitative researclhray &ll, when has a qualitatiyaper
everproposed its own theory only to find that theoryp®ounsupported by its own data?
When has a qualitativeublication (published in a top journal) in theiemnhistory of
management academia ever been voluntarily retractéhen has a formerly heavily-
cited qualitativemanagement theory ever been abandoned/ejectétkoof empirical
support? Therefore, from a prime-facie standpdire seems to be no reason to believe
that qualitative research is any more reliable tlsaquantitative research. Hence any
effort to replace quantitative research with qaaiNe research seems unlikely to allow

management academia to become a truly mature bimcip

8.2How About Bringing Back the Practitioners?

Another common refrain is to simply abolish managetwesearch by academunsd
instead revert back to the practitioner-centridmess school faculties reminiscent of the
state of affairs prior to the publication of theréi&Carnegie Foundation reports of the
1950's that'®® A central impetus behind this proposal is thacademics — whether
guantitative or qualitative — are perpetually dnye care only about publishable research
findings, and the academic publication processésrsngly interested only in publishing
papers that support a purported theory, then pertisgwise course of action might
simply be to hire faculty who are less subjecthiat fpublication pressure. Practitioners -
who seldom participate in the academic publicafimtess — might be a source of such

faculty. Practitioners might furthermore serveaagpository of practical managerial

109 K hurana 2007.
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wisdom that could serve as a salutary counterbaltmthe abstraction academic

theories.

Akin to my feelings about qualitative research,duld also never deny the value that
practitioner’s experience can provide. Praatiis can undoubtedly provide insights
into causal pathways and managerial decision-matinghich pure academics are
unaware. Practitioners may also be aware of syt crucial variables that even
gualitative researchers might not uncover withttdo available to qualitative researchers
at this time. Perhaps more importantly, such jgraners might redirect the research
guestions of academic researchers towards trulynéss-centric topics rather than the
pure social science research that is often timgis Wont. As the noted management
academic critic Rakesh Khurana lamented: “Manyhefdiscipline-trained scholars
joining business school faculties were not intgaly interested in business. Few were
motivated in their research by a desire to exarttireeal problems that managers
faced” '° Practitioners’ experience also provides key pedmgbgredibility when
teaching MBA and (especially) executive educatitaients alike; indeed, this fact alone
might be a crucial reason why more management auadeshould develop some

practical experience before being allowed to téath.

10 Khurana 2007.

11t is indeed one of the great ironies in all chdemia that management academia — in strong coturas
the panoply of other professional programs - lavgieeering, medicine, education, architecture, ingrs
etc. — tends to be taught by faculty that not datk practical experience in the field which theg a
teaching, but seldom even hold any academic degndhe program that they are teaching. Most
management faculty at the top-ranked programsNéBR degrees or even undergraduate business
degrees, and many even lack doctorates in managémamather hold PhD’s in a pure social scienge},
are somehow expected to teach business studentaendbout issues pertinent real-world management.
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However, the hiring of more practitioners by bussmechool faculties would likely not
be wholly beneficial; key drawbacks befall the Imesis school that replenishes their
faculty with practitioners. The hiring of praatitiers would likely be subject to strong
sample selection towards success: few if anyethimanagers would be deemed fit to
be hirable by any top business school. Perhape myggortantly, even those
practitioners who are hired would — like anybodyiny field — be more privy to
discussing their professional successes ratherthigmnfailures. Yet to discuss
only/predominantly business successes would barmtpke on the dependent variable:

failures are just as instructive as successes.

Perhaps more crucially is the obvious point thet ifeany practitioners are trained
researchers. They generally are not conversardsit methodological concepts such as
control groups, construct validity, causality, itBoation, data-mining, and the like. To
be fair, the utility of such methodological knowtgdfor a practitioner may be limited,
hence explaining why few current real-world managenrrently possess such
knowledge. Yet why those particular practitionets then join business school faculty
seldom develop such knowledge is far less obvipagicularly given the ample
opportunities that the academic setting providegeteelop such skills. As perhaps the
archetypal example, consider Jim Collins, who dftemerly working as a practitioner at
McKinsey and Hewlett-Packard, later served on ttaaf®rd GSB faculty for years
before embarking on his celebrated career as ageament guru. One might logically
think - given Stanford GSB’s reputation as not oo of the world’s most prestigious

B-schools, but that also heavily stresses acadeguac— that Collins should have known
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fully well that the research methodology he pronategl in ‘Good to Great’, ‘Built to
Last’ and the rest of his oeuvre involved intensiaga-mining. His remonstrations to
the contrary regarding the statistical validityhe$ work - recall his infamous quote: “the
probability [of randomly finding the ‘Good to Grééindings] is less than 1 in 17

million” 112 -

are therefore a case of Collins doth protgsiio much. (Granted, the
cynic could argue that Collins knows fully well thas research methodology is flawed
and simply doesn’t care as long as it sells bodkse onus to learn methodology would

then be upon theonsumer®f such guru books — a point that I revisit Igter.

One might also think that practitioners who latecéime business-school faculty might
want to develop research knowledge to determindiveinehe decisions they made as a
practitioner that they thought were correct attthne turned out to be wrong. For
example, a practitioner who decided to, say, engageoarticular merger, and who later
joined a business-school faculty might then deteentihrough his own research that his
former merger decision was inadvisable. Yetuggte to think of even a single
practitioner-turned-faculty who has actually deeththrough research that his past
decisions and beliefs were wrong. That's despiefact that the much of the entire
point of research is to demonstrate that what ymedelieved to be true is not actually
true after all (pertaining to Popper’s point regagdhe value of theory in providing non-

obvious, yet reliable predictions).

Yet perhaps the most serious indictment of all réigg the value of practitioner’s

knowledge is its sheer diversity of opinion. Retyag this standpoint, the sweep of

112 Collins 2001.
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practitioner’s beliefs might well rival that of magement academia, and therefore be as
equally muddled. One need only glean the opinages and interviews published by
business magazines such as Businessweek, or téulef biographies about business
managers to find conflicting opinions regarding biest ways to manage a company.
Should managers adopt an attitude of kindness tsatheir employees, or should they
invoke an attitude of intimidation and psychologiiceanipulation — perhaps even mining
the dark depths of sociopathy — in the infamoustiless style of Steve Jdb¥® Should

a company devote its attention to pleasing itsenircustomers or inexorably seek new
markets to conquer? It seems as if regardless atavhr opinion you might hold, you

can find a practitioner who will support you.

113 |saacson, W. 2011. Also consider Steve Jobs’ quate to Robert X. Cringely: “Sometimes | can be
an [expletive deleted]” at http://www.cringely.cad2f/1/10/05/steve-jobs-is-dead/
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8.3 How about ‘Dedicated Research Cadres’?

Another proposal might be to simply form an insethtdedicated cadre consisting of a
small team of researchers. The team members maoghprise an eclectic mixture of
guantitative researchers, qualitative researclad practitioners. Such a cadre would
then conduct research in a rigorous manner whdel@ted from the pressures of the
extant academic career ladder and the concom#guirement to publish ‘significant’
results. That cadre would also be free to cha#tatsggjown ideas, even retracting research
as necessary. Through dedication to the principi¢ise scientific method while

shielded from distortionary academic publicatioagzures, such researchers might

discover truly reliable, non-obvious theory thapper denoted.

However, the success of such a cadre generallydBsrupon various practical concerns.
First off, who would fund such a cadre given itsulation from the rest of the academic
apparatus? Universities are understandably relticdasupport such an initiative, if for

no other reason than institutional jealousy (ifestfaculty members must subject
themselves to the academic publication process,sbuld others be exempt?) Perhaps
more importantly, its success rests upon the assomihat it would indeed truly be
rigorous regarding the research that it develdpse epistemological challenge is
palpable - as an outsider, how would you know whiethparticular cadre is indeed being
rigorous? Indeed, it is entirely possible thattsa cadre might actually bessrigorous

than the standard academic process, despite igdl stiortcomings. Opening your
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research to inspection and criticism from the gneatademic community, at least in
principle, increases the odds of finding errors tampering unwarranted research
claims. A small, closed group of researchers traghuably be more likely to promote
spurious findings. Jim Collins, for example,nabed a dedicated cadre consisting of a
hand-picked group of researchers to develop hisstally dubious research findings of
Good to Great and his other books. If he hadeshhis research with the greater
academic community, perhaps the statistical problehiis research would have been
revealed to him (although, again, the cynic miglgua that Collins wouldn't have cared

anyway, as his incentive is simply to sell bookd propagate his fame).

But even assuming that such practical concernsldmeibvercome, perhaps far more
importantly, to insulate oneself from the acadeaystem means to close off channels of
communication with academia and hence the abdithengeacademia. Akin to the
philosophical quandary of the proverbial tree falin the forest with nobody around to
hear it, it likewise makes little difference to deania to discover a rigorous new finding
if the rest of academia never knows about it anatennmportantly, never chooses to
adopt it into its corpus of knowledge. As a steake in point, while the research by
Clark Gilbert, Clay Christensen and their acolytesy indeed be highly rigorous and
even celebrated in many circles - the term ‘disugpinnovation’ being one of the most
widely used practitioner terms developed by managgracademia — the unfortunate fact
is that relatively few modern-day management acackeoontinue to develop that stream
of research. Retrospectives regarding the mélseimtial academiqas opposed to

practitioner-oriented) management theories seld@ntion even the work of
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Christenseti, let alone Gilbert or other scholars of that veiNot to put a fine point on
this topic, but | personally struggle to think ofiagle young scholar who is actively
promoting Christensen-esque theory of disruptiveowation by actively publishing in

top journals today, in stark contrast to the tegnfardes of young scholars who are, say,

New Institutionalism or Principal-Agency Theory stdrs.

8.4  Whither Ejection?

None of the aforementioned ideas are new. Indesh and every one of the
aforementioned ideas to change management acatdemizeen extensively tried. For
example, qualitative researchers used to be predorhin business schools in the past
and continue to be hired today, albeit in admiitedlever-smaller numbers.

Practitioners almost exclusively staffed businesssaol faculties in the days prior to the
Ford/Carnegie Committees of the 1950’s-1960’s ditidogpulate business-schools
today. Indeed, it has become an increasinglynsomtrope of world-famous managers
upon retirement to serve a stint at a top busiselssol — Jack Welch heading to MIT
Sloan being a famous recent example. And desticasearch cadres such as Jim
Collins Boulder Colorado management lab, along withresearch divisions of countless
consulting firms, exist to discover rigorous mamagat research findings (although, to
be sure, their impartiality is uncertain). Simijamumerous business schools have also
attempted various flavors of insulated cadres bpdaing discrete divisions and research
centers — the Desautels Centre of Integrative Thgn&t the University of Toronto being

a rather prominent example.

114 Examples would be Davis 2010, Scott 2009, Col@@i5. Miner 2003.
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Perhaps most strikingly — at least until recentadies - Harvard Business School itself
arguably proffered the most famous example of anlated cadre on a grand scale.
Until lately, HBS faculty members were notably légsvily invested in the academic
publication process compared to their colleagugeeir schools™ Indeed, many HBS
faculty were (and still are) neither consideretbégpure academic researchers at all, nor
was HBS considered to be a traditional academimbss-school in the mold of a
Wharton, Chicago-Booth, Stanford GSB, or MIT Sloai.he HBS DBA program was
formerly not considered by the greater academicroonity to be a true research degree
but rather primarily an ad-hoc training programdspiring new HBS faculty — a stigma
that lingers to this day. Many HBS faculty wergirhy content to avoid academic
publishing entirely, instead opting to publish saaad/or in practitioner-oriented articles
in the Harvard Business Review. People couldefioee spend their entire academic
careers — doctoral training, initial jobs placemesnure promotion, publishing — in
HBS-controlled training and faculty positions, pshing journal articles and cases
promulgated by HBS Publishing, and many did exatth. If any business school
possessed the vaunted prestige necessary to ctienigest of management academia,

surely it would have to be HBS.

Nevertheless, the proof of the pudding is in thitnga Perhaps the most compelling
reason of all to abandon the notion that any rekasis upon qualitative research,
practitioners, or dedicated cadres would work ésdtidence of history. Even if

gualitative researchers, practitioners, dedicagettas, or some combination of all three

M5 This is a point that Khurana (2007) discussesesdtdength.

174



could indeed develop better theory than what ctiyexists today, it frankly wouldn’t
matter unless they could also then convince theofdbe academic world to abandon
existing theories. Yet the fact remains that aggment academia continues to be
plagued by a dearth of consensus regarding a selialfle, non-obvious predictions that
can be delivered to practitioners. More importards per my aforementioned challenge,
| struggle to think of a single formerly-widely-l®led management theory that was later
discredited as a matter of scientific consensustlam@fore been ejected from the field.
Such ejection is part and parcel of academic pssgyr&Vhat progress might be made by

an academic field that never seems to reject ataneideas?

As a stark counterexample, consider the waterslstorizal example of the Copernican
Revolution that regarding the heliocentric modelhef universe. While Copernicus’s
heliocentric theory indeed generates a set of moly-obvious yet reliable predictions
regarding when and where various astronomical eweatild occur that pales in
comparison to Copernicus’s tragentribution. After all, heliocentric theoriektbe
universe had been proposed since the days of agtigéristarchus of Samos having
proposed such a model in th€ Gentury BC; and Aryabhata and other Indian
astronomers having built a well-developed heliodgemhodel by the % century AD.
Indeed, Copernicus’s model actually provided ssurate empirical predictions than the
extant astronomical models of his time. Coperngtrsie contribution — which fully
validates Copernicus’s status as one of the mgsbitant people in world history - was
in convincing others to ejetihe abandon the geocentric model of the univérsiehtad

been predominant until his time.
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Yet as important as Copernicus’s contribution mayehbeen to convince astronomers to
eject the extant geocentric model in favor of hedittrism, even that specific
contribution alone does not capture the full scofeis contribution to the world, for that
specific contribution would be of interest only kit the field of astronomy. The true
scope of Copernicus’s contribution was metascientfscope: instituting a skeptical
mindset towards all prior scientific knowledge ahdreby laying the groundwork for
ejection across the vast swedghe scientific landscape, akin to the initiallihg

domino instigates a long sequence of subsequenindesito collapse. For example,
Galileo’s refinement of Copernicus’s heliocentriodael sparked the design of his famed
falling-objects experiment, thereby ejecting théaex Aristotlean theory of gravity.
Similarly, Newton, while building upon the work @bpernicus and Galileo,
demonstrated that the predominant Aristotlean Thebtmpetus/Inertia was wrong,
replacing it with Newtonian mechanics. The diddieg and ejection of Aristotle’s
physics of motion also incited greater skepticisrd the ultimate ejection of Aristotle’s
theory of continuous matter in favor of atomism kieh held that all matter is composed
of tiny but discrete particles - ultimately instiopg the ejection of the pseudoscience of
alchemy in favor of the science of chemistry. flihaurn paved the way for the ejection
of ancient views of biology and physiology in fawdrmodern-day biology and
medicine. Copernicus’s true contribution was éfi@e knocking over the initial domino
that eventually toppled/ejected several millenrieeceived scientific knowledge.
Therefore the truly important question is regardiigat might actually incite all of

management academia to become more skeptical tevaaieventually abandon extant
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theories. Given the plethora of extant manageniaaries and their diverse — even
mutually exclusive - predictions, some managemeedries must surely be wrong and
therefore should be ejected. Yet clearly identifywrong theories and then convincing
management scholars to stop using them has provam a most Sisyphean task.
Nevertheless, given the fact that qualitative redesrs, practitioners, and dedicated
cadres have all been tried repeatedly yet nonkeerhthave evidently succeeded in
generating an ejection, a reprise of those ided®stme as folly. To repeat the old
nostrum, the definition of insanity is doing thergathing over and over again while

expecting different results.

8.4  You Say You Want a Revolution? Follow the Priciples of Research

If the aforementioned strategies of more qualiatesearchers, practitioners, and
insulated cadres have all been tried and unforélyaeen found wanting, then perhaps a
more promising avenue would be for management atiad® invoke a strategy that has
yet to be tried. The most straightforward suchtegyy would be to actually adhere to the
rigorous tenets of reliable, non-obvious reseahnel management researchers have
always claimed to have followed, yet the previokhapters have demonstrated otherwise.
| would therefore ‘merely’ be requesting that magragnt researchers actually follow
their purported principles as enumerated in theipus chapters. | proffer the following
suggestions that would aid the management acadgstiem to either produce theories

that successfully ascend the pyramid to its apethai generate ejecta.
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Step 1: Identifying and Ejecting the Tautologies:

Dispending with tautologies would seemingly be edatary: the proponents of any
particular management theory ought to provide aleadum stipulating that if the
independent and dependent variables of a partipudaliction of that theory are found to
be equivalent, then that prediction should be dedl#o be tautological and therefore
ejected Hence, the proponents of a theory shueilable to stipulate a clear thought
exercise demonstrating that the independent anendiemt variables can in principle
vary independently of each other such that theyyesiagle box of the aforementioned
2x2 matrix could potentially be populated. Tottagtent that the all of a theory’s
predictions are found to be tautological, the entfireory should be declared to be

ejected.

Granted, such a step is easier said than done dsrthevity of the surely-tautological
Resource-Based View Theory (RBV) has proven. Jweditors should therefore
openly challenge the proponents of RBV to cleadyndnstrate the thought-exercise of,
say, a firm enjoying long-term competitive advartagspite lacking any resources, or
else concede that RBV is not an empirically testalbéory and hence should be ejected.
The same challenge should be extended towards estedslished and well-cited

management theories that may indeed tautological.

Step 2: Ejecting the Obvious
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The proponents of each management theory shouddykenumerate what they believe
to be the non-obvious predictions of that theopnglwith a rationale for why they
believe such to be non-obvious. For example, tdoeyd invoke my methodology and
demonstrate that a randomly selected group ofgpaatts indeed found that set of
predictions to be non-obvious. Alternatively,yhmight demonstrate that their
predictions conflict with that of other, well-eslished management theories, indicating
that the predictions in question are non-obviouth&supporters of those other theories.
Importantly, the proponents of each managementyts&wuld be willing to concede that
if their theory fails to generate predictions theg¢ not obvious to anyone, then their

theory should be ejected.

Furthermore, while every non-obvious predictioncheet be tested immediately — many
of Einstein’s most non-obvious predictions regagdime theory of relativity remained
untested until only recently — management theaieaild be rendered suspect until such
time as their non-obvious predictions are empilycahlidated/replicated. The
proponents of the theory themselves should bengilio actively temper academic
enthusiasm for their theory until such validati@soccurred. For example, they might
publish an addendum warning actively discouragithgoscholars from using that theory
as a base upon to construct other theoretical iboititsns until such time as a certain set

of non-obvious predictions have indeed been vaddiat

Step 3: Ejection Via Validation/Revalidation
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To encourage the production of ejecta via the geiwgr of non-significant results and
the concomitant reduction of data-dredging and @Gbels Guns necessarily requires
tackling the issue of publication bias, an admljtéterculean task. Numerous
academic disciplines have grappled with publicab@s with varying rates of success.
The root cause of data-dredging/publication-biakas referees invariably prefer to find
statistically significant results that support theory in question. They have also been
demonstrated to prefer results that conform ta¢feree’s own personal predilections,
and tend to reject papers not for lack of rigor $iotply because the results fail to
conform to their own beliet§® — quite the epistemological problem within adisLich
as management academia that is characterized hydsegrsity of beliefs. Given that
referees have proven themselves to be untrustwprtlges of results, one relatively
easy reform that could readily be incorporated witbday’s publication process is a

‘Blinded-Resultspeer-review process. Referees would be allaweadspect the entire

front-ends of submitted papers — including methogyp| description of the dataset with
summary statistics, and even the structures ofathles themselves, but not any results
themselves. Any discussion that pertains to theselts would similarly be redacted.
Referees would judge whether the paper should tepéed or not based only on the
sections that they are allowed to inspect and ngthiore. Once a paper is accepted
would the full paper be unblended and publishea ifkbentives for scholars to dredge
their data for significant results would then bienghated because they would know that
referees are barred from viewing those resultstia@kfore cannot affect the

acceptance/rejection decision.

1% Mahoney 1977.
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If such a publication reform proves to be too abrope might imagine a&'wo-Stage’
refereeing process. The first stage would be &kthe aforementioned process: referees
would make a decision to accept conditionally withibeing allowed to inspect the
results. However, if such a conditional acceptasgganted, then the process would
move to a second step where referees would be edldéavnow view the results. While
referees could then choose to reject at that sestempd they would then have to justify
why had been previously willing to accept the papdy to now object only upon

knowing the results. Hence, the second-stage huwtlproof would rest squarely and
strongly upon the shoulders of the referees ratrar upon the authors. Editors would

be strongly encouraged to veto any such secon@-s¢gections unless referees can

present impeccable reasons for their change of.hear

Furthermore, given the unreliable state of theenirliterature base, if | had my druthers,
| would enforce a moratorium, or at least a vaduotion, for several years regarding the
publication of new articles in the top journaldawor of replications of existing articles.
The most ‘important’ articles — as judged by eitbigation count, survey that measured
influence or other such instrument — would be teagéor a series of replications. Such
replications would not be confined to being memoductions of the original study
using the original data, as valuable as such arceeemight be. Rather, they would be
conducted upon new data derived from new settingsose theories that fail to replicate
would be ejected. Furthermore, such replicatiwosld be conducted using the latest

methodological techniques, especially includindghteques that had yet to be invented at
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the time of original publication of the theory. t&f all, if current papers are forced to
survive the gauntlet of modern-day empirical testprior theories should do likewise.
Regarding the seemingly interminable conflicts iedictions — the aforementioned
conflict between the Resource-Dependency Theorgaatersus the Transaction-Cost
Economics school being a preeminent example - garcould invoke the notion of
‘adversarial collaboration’. Each school’s propots would be required to agree upon a
set of (ideally, non-obvious) predictions regardinmre data for which one school
would be declared victorious over the other whicbwdd be rejected. Future data is, by
definition, data for which nobody has access aedefore for which nobody can dredge
and overfitted model. The predictions of each sthwuld then be compared to future
outcomes, and the school that consistently failgetwerate reliable predictions relative to
that of the other school will be ejected. If oratular school refuses to participate at
all, that fact itself should be interpreted asrargj indication that that school should be
ejected. After all, what epistemological valuesd@ theory truly have if its very own
proponents forsake it for generating predictionsrufuture data? However, insofar that
neither school generates reliable predictionsmarme likely, that the two schools cannot
even mutually agree upon a set of victory/defeatdmns in the first place, then both
schools would be rendered highly suspect. Whiatespological value does a theory

have if its proponents cannot agree on the comditad defeat?

Step 4: Ejection for Lack of Causality
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Given my druthers, | would propose that some ofttipgjournals should launch a
moratorium upon new articles in favor of clear regtions, using causal methodologies,
of highly influential extant theories. The propors of such theories should be required
to present a clear causal path diagram that eltesgdahat they believe their key causal
pathways to be - something that for many oldeottles has to date never clearly been
performed. Each of the resulting pathways shduteh toe rigorously analyzed and
confirmed with the correct causal direction, alevith a relevantly large magnitude size.
For example, regarding Powell & DiMaggio’s New lfgionalism theory — arguably the
most influential theory in management histdfy does the adoption of ‘isomorphic’
organizational structures truly cause greaterilagity and therefore superior
performance as the theory holds, or is the arroeaagality reversed: superior
performance actually causes the adoption of isomogtructure? Or consider
Contingency Theory, which holds that firms that ptdarganizational structures that
align with (and hence are contingent with) thewissnment causes superior
performance. Perhaps the arrow of causality islaily reversed: superior performance
causes firms to adopt organizational structuresalgn with their environment.
Alternatively, perhaps those phenomena are charaeteby simultaneous causality in
which case the magnitudes of the forward and revesisisal pathways should each be
carefully disentangled and estimated. Perhamsm#anding variable — whose presence
was unknown during the days of publication of tteotry in question but is known today
— is ultimately driving the theory’s predictions.Given causality’s central role in

providing practitioners with levers to effect outees, those theories whose causal

117
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content is found wanting may be ejected or at Iessgated to being merely

correlational in nature.

Therefore, ideally and to the extent feasible, fals would establish and oversee a series
of randomized controlled trials that would test@ny extant theories as feasible.
Naturally, the opportunities to run true randomizedtrolled trials are rare. Therefore,

if randomized controlled trials are not forthcomitizgen at least extant theories should be
subjected to the same types of rigorous causaladetbgies — matching, difference-in-
difference, regression discontinuity, instrumentaiables, etc. — to which current papers

are forced to endure.

One might also view such a policy from the standpof ‘generational equity’. If the
work of the current generation of management schalaould be subjected to the
excruciatingly strenuous standards of modern-dayoa®logical rigor, then why should
the work of prior generations of scholars be ex@mphe entire premise underlying the
Exogeneity Revolution is that rigorous causal methogy provides crucial
epistemological insight regarding whether manipafabf the independent variable
would indeed cause the dependent variable to W@mngce exposing a key lever that
practitioners can potentially manipulate. If tisatrue, then prior theories should be
subjected to the same level of causal epistemabgarutiny. On the other hand, if such
causal methodologies fail to provide epistemoldgredue such that older theories need
not be examined for rigorous causality, then nesoties ought not to be subject to such

rigorous methodologies either. What's fair is faWhat scientific progress would be
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possible if older theories are forever exemptethfroodern-day methodological scrutiny

by a de-facto grandfather clause?

8.5  Two Immediate Deliverables: Dissensus and Peglagy

The reforms discussed in the previous section wsuldly strike the more jaundiced
management academic scholar as ingenuously optimisdeed Panglossian in scope.
Most of the suggested reforms would require thedlliintervention of the editors of the
A-level journals to enforce replication and revatidn. Perhaps more importantly, it
would require the acquiescence if not the outraggidperation of eminent scholars in
agreeing to subject their own theories that esthbtl their status to a crucible of testing
to prove that those theories indeed generate teliabn-obvious, causal results on pain
of ejection. Both journal editors and establiskeldolars have little to gain and much to
lose from such reform, for what if foundational@hes underpinning those journals and
the status of established scholars are found &dmed? Younger, unestablished
scholars whose theories would replace the ejedtkt theories would naturally be more
receptive towards such reforms. But such schobesause, they are young and
unestablished, lack the institutional power to iempént any reforms. | readily concede

that | wouldn’t hold my breath waiting for such@ahns to be enacted.

If that is the case, then that raises the natwaston: What shall we do with an

academic field that never seems to generate amygss? What to do with a field that

never ejects any theories, but rather whose theatétndscape only ever seems to
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expand monotonically? What to do with a field wldrack record is one of continual
disappointment in delivering not the consensusibéd, non-obvious, useful prediction
rules that its target audience desires, but ingdesiders nothing but dissensus? Pity the
poor practitioner who simply wants to know the Heatlership style, the best
competitive strategy, and/or the best way to mampagsonnel, yet who is then
confronted with the bewildering array of managenibabries that support any number

of a myriad of potential answers.

However, therein perhaps lies hoggerhaps that dissensus itself, at least for now,
could be one key deliverable that management acad@can deliver to the world.
Indeed, that very dissensus might satisfy the sec@inprising a theoretical paradigm laid
forth within this dissertation. The dissensusaiety seems to be reliable: evidence of
such dissensus being easily ascertained and egplicated/revalidated” by periodically
drawing random samples of the management acadaeratlire and perusing the
resulting conflicting theoretical prediction¥. Furthermore, such dissensus is arguably
non-obvious to practitioners, particularly givee #gnduring popularity of management
gurus whose nostrums are predicated upon theahusi consensus. Would
management guru works such as Good to Great cgdnc8 of Excellence truly have
enjoyed the record sales that they did if practiis were actually aware of the
fundamental dissensus regarding the efficacy ofttategies proposed by those books —

or regarding the efficacy of any business strafegyhat matter? Color me doubtful.

18 For example, | recently drew several random sasnplé0 papers each from A-level management
journals and found that inevitably each sample dantlude some papers whose theoretical basesaonfl
with the theoretical bases of other papers withendame sample (Transaction Cost Economics vs.
Resource Dependency Theory, New Institutional Thesr Contingency Theory, etc.} Indeed, sometimes
those conflicting theories bases would be invoké@timwthe very same paper.
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True wisdom is knowing what you don’t know, Confusionce postulated. Right now,
despite the efforts of legions of intelligent anliggnt management scholars and the
ever-increasing availability of datasets and methagical tools, not only do we still
frankly know very little about management, we saertack the wisdom to admit that
lack of knowledge to ourselves, something thatnla@agement academic community
should immediately remedy. In the absence ofbdianowledge, epistemological

humility and skepticism therefore seems to be thstrappropriate stance to take.

The most direct implication of such a philosoph&t@nce is that management gurus,
consulting firms, and others who proffer strongroregarding how to improve
management/strategy practices ought to severelgdetheir claims or should be
confronted with healthy, harsh skepticism — andntfoge grandiose their claims, the
more skepticism that is warranted. Extraordindaynts require extraordinary evidence.
Given that management academia, despite its ctetigg methodological techniques
and disciplinary training, has still not been alolarrive at anything approaching a clear
consensus regarding optimal management/strateggitees, it seems rather unlikely
that any guru or consultant could accomplish sufdath Those like Jim Collins who
continue to insist that they have indeed uncovetegh a technique ought to be
confronted at every opportunity with a challengeitber submit their findings to a peer-
reviewed journal or — better yet - a public sepEdictions that would effective validate
their models upon future data, should they daerhd&ps the most aggressive option of
all would be that gurus and consultants who pensistomoting strong claims should be

publicly challenged to submit their evidence tooa#&-fide academic journal for formal
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inspection and peer-review. If they truly beliglaeir findings to be robust, then their
findings ought to survive whatever academic revoeacess that the journals would have
them undergo. Either that, or they should publetplain why their supposedly robust

insights need not undergo such review, while acadelaims must.

Indeed, a related contribution that managementeanadcould provide immediately is to
provide a public website and data repository that erves to debunk, fact-check, or

(in rare cases) perhaps even confirm the numerous@minent management claims
continually invoked by gurus, consultants, practitoners and the general business
press As an analogy, highly trafficked websites sastSnopes.com and
TruthorFiction.com serve to discredit the widelkcalated stories regarding drugged
travelers having awoken in ice-filled bathtubs vihikir kidneys stolen by organ thieves
or of movie-goers contracting AIDS from bloody nksscthat were deliberately
implanted in their seats. Similarly, shows susiMythbusters have debunked the claim
that one can synthesize 99% pure crystal metharapie¢ that nevertheless has a
distinctive blue tint as the TV show Breaking Baduhd have you believe. In other
words, society apparently is willing to exert trardeus effort in debunking horror-
movie-style urban legends and claims presentedtiorial TV shows. Yet in stark and
ironic contrast, the strongly provocative claimslabious veracity routinely advanced by
management gurus and consultants not only routip@lynchallenged, such claims serve
as the ingredients for best-selling management $aokl lecture-circuit fees. Surely
business-schools could deliver immediate valu@¢ontorld by launching a ‘Business-

Snopes.com’. | could imagine that the first thea&ries of Business-Snopes.com might
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be regarding the three guru examples discussedpdy in this dissertation: that ‘In
Search of Excellence’ had no control group, that'@ore Competencies’ practitioner

theory is tautological, and that Jim Collins dredi@es data.

However, regarding the issue of epistemological iitynand the public debunking of
strong managerial claims, a reasonable questiohtrbgy wouldn’t that vitiate the vast
sweep of the teaching at elite MBA and executiveeation as we know them today?
After all, the underlying premise behind top-flighisiness schools is that their
professors offer insights that average businessatsltannot. Yet the adoption of
epistemological humility would necessitate publiaymitting that management
academia — top B-schools included — still has getdliver a consensus body of theory
that generates reliable, non-obvious predictioagul Furthermore, many of the
professors at the top B-schools have lately bebaweg, quite frankly, as little more
than glorified gurus. Their grand ideas therefooaild likely be publicly discredited by
any Business-snopes.com site. What would busswssols now be left to teach? What
now would justify the notion that elite businesb®als offer better teaching than do

lower-ranked schools?

Allow me to propose a method that might squarechale. While_ management theories

and grand ideathemselves might well be of questionable epistegiodd value, the

underlying methodologieseem to have attained widespread consel&usor example,

19wWhat methodological debates do exist within manaa or the sciences as a whole generally tends to
revolve around under what conditicissa particular methodology is useful or whersihot, particularly
given practical considerations However, assuntiag those conditions hold, there is little dispute
regarding which methodologies should be utilizédr example there seems to be little if any dispute
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there seems to be widespread agreement, not jtlshwinanagement, but within all of
academia, that the ideal standard to identify ateaisality is through a randomized
controlled experiment. The other methods for dageng causality - exogenous shocks,
matching/regression, panel data, etc. - comprigeswaapproximate the ideal
randomized controlled experiment. All of thesgearch techniques require that
independent and dependent variables not be definetutological manner. They also
demand that a control group not only be invoked should also be justified as to why
the control group in question is appropriate. \Witha randomized control trial, one
must be constantly aware of threats to validityhsag potential reverse causality or
confounding variables. If one is making a genesddle claim, then one needs a
representative sample. If one isn’'t even suretwievariables or the potential causal
pathways are in the first place, then one wouldabdy want to use a qualitative field

study, perhaps even an ethnography, to explorertieonment.

| therefore propose that business schools teach awrse entitled ‘Research
Methodology & Evidence-Based Management’ to MBA andExec-Ed Students

Such a proposal would be akin to teaching a hungay how to fish rather than just
providing him with fish. Rather than handing stotdea panoply of grand business ideas
of dubious veracity, we would instead be providingm with a set of tools with which
they could rigorously develop business knowledgatfemselves. Perhaps just as
importantly, they would learn how to critically @ss the business ideas proposed by

others. Some of those students will likely becdrbBbyist business debunkers

regarding whether, say, the FDA should continui@sest upon randomized controlled trials as a gold
standard when assessing drug candidates.
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themselves, contributing new entries to Businesgpgs.com, in the same manner that
amateur sleuths today debunk urban legends asteyyhoBuch training would immunize
those students from the pseudo-rigor offered byrtheagement guru or consulting firm.
It might even spark some of them to participatbusiness academia, either by reading
academic journals now that they are armed witm#eessary training to understand
them, by perhaps trying to publish in them, or esparking interest in some of them to
join business academia. Given that most MBA'’s @sgpecially) exec-ed students have
extensive practical experience, their participatiobusiness academia might just be the
spark that management academia needs to resolliesensus and mature into a true

science.

To be clear, methodological training for MBA'’s aexiec-ed students does not
necessarily mean that they must learn heavily dguadine econometrics. While |
certainly have no objections towards them leartivag if they so wish, the core concepts
of causality and methodology can readily be condegenon-mathematical format
through use of the Directed Graphs that | invokedrevious chapters. One could
imagine an MBA methodological course that walkeaaishts through a series of popular
guru books such as Good to Great or In Search o¢lience that exposed their
methodological flaws, and then demonstrated intycab format how one might actually
go about designing a methodology to properly véaldgthe claims of those books. A
final class project could consist of students tglarcurrent guru book or otherwise
widely held management idea and then proposingaaaus methodology to test that

idea.
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An interesting feature of this proposal is thavauld not undermine the current prestige-
stratification system of the extant B-schools, Wwatld instead likely replicate it. After
all, the most prestigious B-schools tend to beottes who conduct the most research.

Hence, they would tend to be populated with faculty are the most capable of offering

8.6 Finale

An academic field generates progress insofar @®duces a consensus opinion of
empirically testable, reliable, non-obvious resultnfortunately, the field of
management has yet to succeed on any of thosecejetar does it seem poised to do so
anytime in the foreseeable future. Other thaihges the most obvious of bromides -
women being more feminine than men being the pertf@archetypal example —
management is pervaded by not only dissensus liegartiutually-contradictory
predictions but also by an intractable ‘meta-dissshregarding how the dissensus of its
predictions can be resolved in the first placer é&@mple, the debate about whether
organizations optimally tend to evolve towardsshee organizational form as New
Institutional Theory would hold, or whether theyllveivolve towards a kaleidoscope of
varieties as (Neo)Contingency Theory would predsgems to be no closer to resolution
than it was when the question was first broacheddes ago. Pity the poor practitioner

who peruses the management literature in searahsaers only to discover that the
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literature can essentially support whatever prezhdhe wants. {In stark contract, the
management gurus and consultants likely benefm filee dissensus of the literature
precisely because it can support whatever predi¢hiey want!}

The fundamental problem is that the field of mamagiet has yet to generate any true
paradigms. No management theories have succgsafdénded to the apex of the
Christensen-Carlisle pyramid. For a variety oswes do theories fail to ascend the
pyramid — whether through not generating falsitdigistable predictions at all, to
generating only obvious predictions, to generagireglictions that have not been truly
validated and replicated. Perhaps most importanithll, especially given the mutually
exclusive predictions that various management teeg@enerate, the ejectiof failed

theories is the true key to progress of the field.

However, management academia has no history dirgjegny once-popular theories;

the management theoretical landscape is never goierather grows monotonically
like kudzu. Certain proposals to reform managdraeademia —the elevation of
gualitative research, the greater use of pracetionor the leveraging of
dedicated/insulated cadres - seem unlikely togas#i a culture of ejection. While such
proposals might well succeed in developing newtrileedhat are reliable and non-
obvious, they would still likely fail to generatecansensuamong the community at

large by convincing it to eject past theories. tHeg such proposals would be akin to the
proverbial tree falling in the woods where noboslgiound to hear it, does it truly
generate any sound? Analogously, if certain rebeas successfully develop truly

rigorous theory yet the community fails to incorgterit as part of its consensus body of
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knowledge, does that theory truly generate impadt?e should recall that Copernicus’s
historical impact stems not from the misconceptltat he was the first person to ever
propose a heliocentric model of the universe, tmhsmodels had been proposed
centuries beforehand. Rather, his true impactstetnfrom the fact that he convinced

the community to eject extant geocentric modelawor of his.

One possible way to then generate greater ejeidtitinenforce the tenets of the scientific
method by rigorously re-examining extant theormstheir falsifiability, their non-
obviousness, and their predictive performance.rnidsi should directly pit theories
against each other through the system of advelrsatiaboration where proponents of
each theory would be required to stipulate cleadjations with falsification conditions.
Replication and retraction should not be the ralditees of the literature that they are
today but rather should be commonplace. One neighih entertain the notion of public
scientific wagers amongst different schools of ng@maent thought of the same vein as
the celebrated Simon-Ehrlich wager or the Thornedkilag-Preskill wager, where the

losers of such wagers would have to publicly coedédt they lost.

However, such reforms will assuredly require asi¢he consent if not the outright
intervention of the academic journals; such congenhlikely to be forthcoming anytime
soon. Hence, as an interim deliverable to theaktfte world, management academia
could declare that it has simply failed to geneeatg consensus regarding most of the
important managerially relevant questions of modenes. The current state of

literature simply cannot support any consensus arsvegarding the ‘best’ style of
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leadership, the ‘best’ manner to foster innovagotrepreneurship, the ‘best’ competitive
strategy to implement, or the ‘best’ way to maneggorate culture — and such lack of
knowledge is itselfmportant knowledge. Through the public airingsath dissensus,
the management academic community could providedanelous practical value to the
world by directly challenging the bombastic, unveated claims of the legions of gurus

and consultants who do purport to know the ansteetisose questions.

Management academia could also provide tremendedesgogical value to the world by
teaching students and practitioners to be moreaigoin their methodological approach.
Insofar as the methodological tools of managemesgarchers are useful in elucidating
truth and causality, those tools should be taugktudents. {On the other hand, if those
tools are not useful, then management researchgtg to ask themselves the
discomfiting question of why they persist in usthgm.} Rather than merely inculcate
greater skepticism amongst students regardingldis made by In Search of
Excellence or Good to Great, students should bghtauhythey should be skeptical,
and, more importantly, how one might go about mgsty testing those claims. Such
skepticism would not only impart greater wisdom agei practitioners by demonstrating
a healthy appreciation for what we don’t know, bught also spark greater appreciation
for rigorous research, which might then ultimatgbyr true research progress. One can

dream.
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