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More Praise for The New Entrepreneurial Leader

“This book is an exemplar of the new wave of thinking about how to develop the
next generation of entrepreneurs, leaders, and managers for the 21st century.
The discussion is framed by tractable concepts and is grounded in practical ap-
plication. You will gain a valuable perspective on what matters and how to deliver
transformational learning to students.”

—Robert F. Bruner, Dean and Charles C. Abbott Professor of Business
Administration, Darden School of Business, University of Virginia, and author of
Deals from Hell

“In a world overwhelmed with problems, we desperately need more entrepre-
neurial problem solvers—whether that's young people starting companies from
scratch or change agents inside big companies launching breakthrough initia-
tives. This remarkable book showcases the newest thinking from Babson College,
one of the world’s most-admired centers of entrepreneurial education, about two
timeless questions: what makes entrepreneurs special, and what are the most
effective ways to teach aspiring entrepreneurs to succeed? The best education
doesn't just tell you what you need to know; it changes how you think. This pow-
erful book does just that.”

—William C. Taylor, cofounder and Founding Editor, Fast Company, and author of
Practically Radical

“In The New Entrepreneurial Leader, Babson extends its own leadership in man-
agement education. Indeed, this book effectively argues that 21st-century man-
agement requires entrepreneurial leadership. Larger companies should require
this book for every executive.”

—Stephen Spinelli, President, Philadelphia University, and cofounder, Jiffy Lube
International

“This book builds on Babson’s thirty years of pioneering researching and teach-
ing entrepreneurship. It challenges conventional business education by arguing
convincingly that the entrepreneurial mindset is key to success in our incredibly
complex world—not just for entrepreneurs but also for managers, whether they
operate in businesses or nonprofit organizations, in highly advanced or in emerg-
ing economies. It is a must-buy book.”

—Guy Pfeffermann, CEO and Chairman of the Board, Global Business School
Network



“More than thirty years ago, Babson College was the first institution to teach
entrepreneurship as a discipline, and once again, with the publication of The
Entrepreneurial Leader, Babson has demonstrated that it is an innovator in man-
agement education. This is a thought-provoking book that provides very practical
insights on ways to teach future entrepreneurs how to think and act more criti-
cally and analytically, strive for greater self- and social awareness, and achieve
outstanding results.”

—William D. Green, Chairman, Accenture

“This book provides a vision for developing leaders who aspire to create social,
environmental, and economic value simultaneously. It offers practical advice on
how to transform management education to realize this vision.”

—Liz C. Maw, Executive Director, Net Impact

“This is a book that was long overdue...the chapters that discuss the challenges of
defining metrics for CSR and the difficulty of linking CSR to corporate social per-
formance have the potential to impact the content of our business curriculum.”
—Dr. Norean Sharpe, Associate Dean, Undergraduate Programs, McDonough School

of Business, Georgetown University

“Reinvention is essential and must be done with guts and in a vigorous manner.
In The New Entrepreneurial Leader, you will find a viable approach to reinvent
management education. This book is a must-read for all who run, teach in, or
plan to attend a business school.”

—Kevin C. Desouza, Associate Professor and Director, Institute for Innovation
in Information Management, University of Washington, and author of
Intrapreneurship
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Foreword

BABSON COLLEGE’S CURRENT CURRICULUM IS ROOTED IN AN
intellectual journey that started more than three decades ago. At
that time most schools relied heavily on the scientific method to train
general and functional managers for jobs in a vibrant and growing
corporate sector in the United States, Europe, and Japan. The entre-
preneur as an economic actor was largely ignored. Recognizing this
gap, Babson was the first to focus on the study of entrepreneurship as
a discipline.

We introduced an entrepreneurship program, held business
plan competitions, created an entrepreneurship center, hosted the
first research conference in entrepreneurship, and began the system-
atic development of entrepreneurship faculty and intellectual capital,
such as the Symposia for Entrepreneurship Educators and the Global
Entrepreneurship Monitor. These were all innovations in management
education that helped make Babson the recognized leader in the aca-
demics of entrepreneurship.

Introducing the entrepreneurship program allowed us to look
systematically at the entrepreneurial experience. An important insight
was that that experience, which spans new venture from cradle to grave,
could be a powerful educational means of training business profession-
als regardless of whether they started a new venture. We also learned
that entrepreneurs see business problems in a more holistic way than

do managers, who often see issues in terms of functional domains.
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These insights gave birth to two important curricular innova-
tions. The first was a new undergraduate course in which students had
to start and close a business during their freshman year, donating the
profits to a charity of their choice. At the graduate level, the master’s
in business administration (MBA) program was reorganized around
the life cycle of a business. The second innovation was an integrated
curriculum in which disciplines were not only introduced to match
the venture life cycle but also focused on interdisciplinary problem
solving. Many of the classes and the programs developed during this
phase are referenced in this book.

The third stage of our intellectual journey began in the past few
years with the recognition that entrepreneurs think and act differently;
that is, entrepreneurship most fundamentally is a method and a mind-
set of leadership that could and should be used when leading all types
of organizations. This fresh focus on the method and the mindset of
entrepreneurial leaders is precisely what the book’s authors imply by
developing “the new entrepreneurial leader” Of course, much of the
credit for recognizing the power of this conceptualization of leader-
ship belongs to our students and alumni, who report the benefits of
entrepreneurial thinking and methods in their decision-making and
leadership approach. Although many of our graduates choose to work
for large corporations, they tell us how being exposed to entrepreneur-
ial thinking and methods informed their decisions and career paths.

This 30-plus-year evolution of Babson’s programs coincides with
great changes in the world in which we live. These changes have given
rise to serious doubts about the efficacy of the traditional model of
business education as well as an increasing realization that the answer
may lie in entrepreneurship of all kinds. Consider some of the changes
that have taken place recently.

We live in an increasingly crowded world in which the divide
between the haves and the have-nots is growing. This divide requires

job creation at rates that are not possible for most businesses and
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governments. The result is high youth unemployment, which poses
a challenge to the stability of “have-not” countries and is a national
security issue for the “have” countries. Moreover, this economic gap
is generating significant national security issues across all continents.
For example, Businessweek described the 2011 uprisings in the Middle
East as the result of the “youth unemployment bomb” (Coy 2011).

The magnitude of unemployment challenges one of the basic
assumptions of business education—that graduates will find work in
the corporate sector. But if the need of the day is to turn out employ-
ment creators and not employment consumers, we need more entrepre-
neurial leaders. This is becoming increasingly apparent to public- and
private-sector leaders. President Barack Obama convened an entre-
preneurship summit in 2010 as a symbol of positive engagement
across the world, Secretary of State Hillary Clinton has made entrepre-
neurship a key element of US foreign policy, and Goldman Sachs has
invested $500 million for a “10,000 Small Businesses” initiative in 2011.

In more-affluent countries, significant change is under way as
well. The underlying structures that once ensured some stability in our
jobs and corporate careers are giving way to “a gig economy, where
short-term project-based work is becoming the norm. In this situa-
tion workers need to continuously network to create opportunities
across organizations and industries. Perhaps most significantly, they
will pursue these opportunities across geographies as well, as the so-
called BRIC (Brazil, Russia, India, and China) countries become new
hubs of global business activity and innovation.

Often the business challenges arising from these shifts are not
neatly packaged or amenable to the rational and analytical skills that
business schools are so good at developing in students. We must be
motivated to change management education to develop leaders who
are not paralyzed by the emerging or unknowable facets of the world,
where reliable and relevant data are not yet available. We must develop

leaders who can also create social and economic opportunity.
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Our message is that students can learn to become cognitively
ambidextrous. On one hand they apply an entrepreneurial mindset
and methodology to experiment with new ideas and act in new envi-
ronments; on the other they apply deep functional knowledge and
detailed analysis to plan future actions. Students can learn to act cre-
atively within unknowable portions of the world while learning more-
traditional competencies for cases in which information is relevant
and accessible. Future leaders must discern the knowable from the
unknowable, understand the approach that works in each case, and
adapt their actions and analyses accordingly.

Asmanagement educators we too can become practitioners of this
approach, especially as we try to answer fundamentally unfamiliar or
messy questions: How do we infuse social and environmental respon-
sibility into the curriculum? How do we globalize education? How do
we prepare students to lead in a complex and ever-changing world?

This book offers an integrated way to look at these questions,
encouraging you to think about social and environmental sustainabil-
ity alongside analytics and profits, to consider multiple ways of making
decisions and leading organizations, and to examine the importance
of self- and social awareness. We are still in the early stages of inte-
grating these themes into our own curriculum, so the following pages
do not offer the final word. Instead we hope this is the beginning

of a conversation.

Shahid Ansari, Provost of Babson College
Leonard Schlesinger, President of Babson College

Reference

Coy, P. 2011. “The Youth Unemployment Bomb.” Businessweek, February 2.
http://www.businessweek.com/magazine/content/11_o7/b4215058743
638.htm.


http://www.businessweek.com/magazine/content/11_07/b4215058743638.htm
http://www.businessweek.com/magazine/content/11_07/b4215058743638.htm

INTRODUCTION

Entrepreneurial
Leadership: Shaping Social
and Economic Opportunity

WE BELIEVE IN THE POTENTIAL OF GLOBAL INNOVATIONS THAT
can yield both social and economic opportunity, and we
believe that management education can, and should, play a transfor-
mational role in this movement. Management educators can do this
by developing a generation of entrepreneurial leaders who engage a
different logic of business decision-making based on a fundamentally
different rationale for the existence of business. Profit maximization
and shareholder value creation, long considered an adequate basis for
businesses, are no longer sufficient (Porter and Kramer 2011). Maxi-
mizing the common good and minimizing social injustice and envi-
ronmental impact is the order of the day.

We dont come to this position lightly. Over the past two

years, we have conducted extensive research in collaboration with a

The ideas presented in this introduction are based on a white paper that was
developed at Babson on the next generation of management education reform
(Greenberg, D., K. McKone-Sweet, ]. DeCastro, S. Deets, M. Gentile, L. Krigman,
D. Pachamanova, A. Roggeveen, J. Yellin, D. Chase, and E. Crosina. 2009. Themes
for Educating the Next Generation of Babson Students: Self and Contextual Aware-
ness, SEERS, and Complementary Analytical Approaches to Thought and Action.
Babson working paper).
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cross-disciplinary team of faculty. During this process we have inves-
tigated our own approach to management education as well as that
of other schools in the United States and around the world. We have
conducted an extensive literature review that has taken us across
diverse fields such as management education, cognitive psychology,
and financial valuation. Finally, we have conducted two global stud-
ies involving more than 1,500 companies to understand the practical
relevance of the concepts we were developing to real decisions that
leaders make. This effort has led us to this viewpoint of how and why
society needs entrepreneurial leaders today more than ever.

Entrepreneurial leaders are individuals who, through an under-
standing of themselves and the contexts in which they work, act on
and shape opportunities that create value for their organizations, their
stakeholders, and the wider society. Entrepreneurial leaders are driven
by their desire to consider how to simultaneously create social, envi-
ronmental, and economic opportunities. They are also undiscouraged
by a lack of resources or by high levels of uncertainty. Rather they
tackle these situations by taking action and experimenting with new
solutions to old problems, as our industry research shows (Wilson and
Eisenman 2010). Entrepreneurial leaders refuse to cynically or lethar-
gically resign themselves to the problems of the world. Rather through
a combination of self-reflection, analysis, resourcefulness, and creative
thinking and action, they find ways to inspire and lead others to tackle
seemingly intractable problems.

It is important to note that entrepreneurial leadership is not
synonymous with entrepreneurship. It is a new model of leadership.
Entrepreneurs, and the specific discipline of entrepreneurship, are
often focused on new venture creation. Entrepreneurial leaders, on

the other hand, also pursue opportunities outside of startup ventures.

Entrepreneurial leaders work in established organizations,
introducing new products and processes and leading expansion

opportunities.
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Entrepreneurial leaders work in social ventures, tackling soci-

etal problems that others have ignored.

Entrepreneurial leaders build engagement in social and political
movements, and they change existing services and policies in

non-governmental organizations (NGOs) and in governments.

These leaders are ready to challenge, change, and create new ways
to address social, environmental, and economic problems through
these different organizations. Entrepreneurial leaders are united by
their ability to think and act differently to improve their organizations
and the world.

As management educators, we have the opportunity and the
responsibility to be a force for change as we redesign—and even rein-
vent—management education and development programs to foster
entrepreneurial leadership. In this book we introduce the three prin-
ciples that form the basis of entrepreneurial leadership, and we pro-
vide examples of how faculty members from different disciplines are
modifying their pedagogy to develop entrepreneurial leaders. Before
we discuss further entrepreneurial leadership and how we suggest
reshaping management education toward entrepreneurial leadership,
we bring this concept to life through the case of Clorox and the launch
of Green Works.

Clorox and the Launch of Green Works

Clorox’s product line dates back to 1913 with the introduction of bleach.
Over time the company built its reputation by creating products that
effectively cleaned and disinfected, thanks to its synthetic, chemical-
based formulas (Cate et al. 2009). Clorox’s hallmark brands include
Pine-Sol and Formula 409—some of the most toxic, though effective,
cleaning products on the market. By 2005 the company had grown
to more than $s5 billion in revenue; and except for minor improve-

ments to established products, Clorox had not released a new brand
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in 20 years. While other industries might have been moving toward
environmentally friendly products, the cleaning products indus-
try remained primarily a chemical industry. Of the $12 billion spent
each year on cleaning products, the “natural” category accounted for
only 1 percent of the industry at the time. Furthermore there were
considerable consumer barriers to green cleaning products, including
perceptions of efficacy, availability in stores, and price.

If we were to end the case here and ask most managers and
management students to evaluate whether Clorox should enter the
“natural” cleaning products market, we believe that most would argue
against the decision. In a case discussion, participants might cite as
reasons against the new product line the small size of the natural-
products segment relative to the whole industry, Clorox’s lack of prod-
uct innovation, the brand reputation of Clorox, and the consumer
barriers to entry. A conventional business analysis approach would
accurately result in the conclusion that entering the natural-products
market segment would be a high-risk decision without a substantial
financial reward for Clorox. As Jessica Buttimer, the marketing man-
ager for Green Works, said, the market was “too small, too emerging,
and the size of those barriers were too large” (O’Leary 2009).

Yet Clorox and its leadership team did not use a traditional
management decision-making approach. Green Works began as a
product line when a team of entrepreneurial leaders at Clorox, who
had a different worldview of business, used an alternative decision-
making approach in which they started by taking action, rather than
just analysis, to build the new brand. Although this work was under-
taken by many entrepreneurial leaders at Clorox, we focus primarily
on the actions of Suzanne Sengelmann and Mary Jo Cooke, who lead
the transformation of the Green Works product line.

In 2005 Sengelmann and Cooke had a unique job-share arrange-
ment as the vice president of new business for Clorox’s laundry home

care division. The two oversaw a small team that was isolated from the
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rest of the division, and they were charged with being entrepreneur-
ial and innovative as they imagined new opportunities for laundry
home care.

Sengelmann and Cooke began by engaging in discovery work
with consumers in the area of cleaning products. They knew that
many consumers were raising concerns that the chemicals they used
to clean their houses were worse than the germs and the dirt they were
cleaning. Labeled “chemical-avoiding naturalists,” this market seg-
ment wanted to get toxic chemicals out of their homes but also wanted
a product that worked. Their interest in natural cleaners was based
in their concern about the health and the well-being of their fami-
lies and less in their interest in preserving the natural environment
(Cate et al. 2009).

Beyond their professional interest in this growing market seg-
ment, Sengelmann and Cooke had personal passion for moving
forward with natural cleaners. Both women were mothers of young
children and heard frequently from concerned friends and community
members about the impact of chemicals on children’s development
and the possible links between chemicals and autism and attention-
deficit hyperactivity disorder (ADHD). Cooke had been involved in
recycling initiatives long before they became fashionable, and both
women had a personal interest in the environment. The personal pas-
sion the women brought to the project was essential for invigorating
their energy to tackle the challenges they would face over the next three
years as they brought Green Works to market. As Sengelmann stated,
“For any good idea, you need personal passion” (Sengelmann 2010).

While Sengelmann and Cooke believed in natural cleaning
products, they also knew that the business opportunity for Clorox
depended on creating a natural product that worked as well as if not
better than the chemical products. Sengelmann and Cooke connected
with an internal group of chemists who had been experimenting with

biodegradable plant- and mineral-derived cleaning formulas. Under
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the leadership of Sumi Cate, research and development (R&D) man-
ager of “Project Kermit,” this skunkworks group had been testing
alternative ways to perfect a natural cleaning product that worked.
Partnering with this team, Sengelmann and Cooke continued for-
ward, shaping this social and economic opportunity for Clorox.

In early 2006, less than a year after Sengelmann and Cooke had
begun their discovery work, the corporate new ventures team came
to them to discuss the potential market for natural cleaning prod-
ucts. The corporate team was responsible for identifying the next big
idea across divisions and had recently discovered a European natu-
ral cleaning product that they believed worked. The corporate team
brought this shell of an idea to Sengelmann and Cooke. When they
saw the passion and the knowledge that the women brought to the
concept, they asked them to run with it. Here again we see the impor-
tance of passion, as a tenet of the corporate new ventures team was to
hand off new ideas only to team leaders who had personal passion for
a concept. Thanks to this practice, Sengelmann and Cooke caught the
idea from new ventures and began to move forward to create the new
value proposition.

Yet even with their shared passion, Sengelmann and Cooke con-
tinued to face challenges. First and foremost, as their R&D partners
tested the European natural cleaning products, they found that they
weren't as effective as the corporate team had suggested, but another
break arose a few months later. In the summer of 2006, there was a
“shift in the supply and quality of technologies available,” and Sumi
Cate and the “Project Kermit” team were able to develop a natural
cleaning product that could compete with the effectiveness of estab-
lished chemical brands. The team would eventually create five prod-
ucts that were 99 percent petrochemical-free and matched or beat
standard cleaners in consumer tests (Kamenetz 2008).

Sengelmann and Cooke sought the help of Jessica Buttimer,

a marketing manager in their group, to lead the effort to bring the
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project to market. Sengelmann and Cooke were strategic in choosing
Buttimer, as they knew she also had a personal connection to the prod-
uct line. Buttimer was a mother of young children, an active hiker, and
a supporter of local organic markets. She too had been hearing from
neighbors about the desire for Clorox to produce more environmen-
tally friendly cleaners (Neff 2009). Buttimer’s personal passion fueled
the effort and the innovative thinking she brought to the project.

As the R&D group made progress on creating a full product
line of high-quality natural cleaners, these entrepreneurial leaders
had to tackle two marketing challenges that at first glance seemed in
direct opposition: On the one hand, they could use the Clorox brand
name to build consumer confidence in the products’ effectiveness. On
the other hand, the brand name also introduced a new market chal-
lenge: convincing consumers that Clorox was introducing a product
that was, in fact, natural. “There were a lot of greenwashing reports
starting to surface and the consumers were skeptical,” said Buttimer
(Kamenetz 2008).

Again these three women acted their way into an innovative
solution. Using their networks, they built a partnership with an envi-
ronmental group that might have been seen as an adversary—the
Sierra Club. Although the Sierra Club did not typically endorse prod-
ucts, especially ones from big companies, these entrepreneurial lead-
ers were able to create a unique opportunity for both Clorox and the
Sierra Club (Makower 2008). Values and passion again played into
the success of the partnership. Carl Pope, the executive director of
the Sierra Club, stated, “I think this [partnership] has worked well
because in the Bay Area there is a kind of common set of attitudes . . .
Because of their [Clorox’s] common Bay Area roots, the communica-
tion has really been a pleasure. There really is an ability to just talk like
when I was talking with one of my fellow environmentalists” (Michels
2008). The result of these shared values and eased communications

was an agreement whereby the Sierra Club logo would appear on the
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Green Works label and the Sierra Club would receive undisclosed
financial compensation.

This team of entrepreneurial leaders finally had a natural clean-
ing line that worked and that consumers could trust. Through their
established marketing channels, they tackled the other challenges
related to cost (most green cleaners were twice the cost of Clorox’s
current products) and inconvenience (most natural cleaners were
available primarily in specialty stores). Because of Clorox’s power with
suppliers and retailers, the women were able to place their products in
mainstream stores at a price that was just a 20 to 25 percent premium
over traditional cleaning products. They also created innovative grass-
roots marketing campaigns to connect with the values and the pas-
sions of the “chemical-avoiding naturalist” market segment through
a reverse graffiti initiative and the use of social media sites such as
Facebook and YouTube.

In December 2007 Clorox launched Green Works, its first new
product line in 20 years. Within the first six months of 2008, Green
Works became the market share leader, with an estimated 42 percent
market share. Currently, Green Works has 10 products, and the brand
is a significant reason why sales of natural cleaning products doubled
over the past two years. The Sierra Club also benefits from its partner-
ship with Clorox; based on 2009 revenues, Clorox gave $645,000 to
support its conservation efforts (Duxbury 2010).

These entrepreneurial leaders were successful because they pur-
sued this project in an unconventional way. Starting from their passion
and values and a unique action-oriented, network-based approach to
pursuing opportunities, Sengelmann, Cooke, and Buttimer led the
Green Works transformation. The uniqueness of their approach is
echoed by Buttimer, who considered herself “part of a small, social
brand in Clorox that doesn’t have all the data of established brands
but continues to try to connect with consumers in new and different

ways” (Neff 2009).
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Entrepreneurial Leadership in the Clorox Case

These leaders’ actions at Clorox epitomize our conceptualization of
entrepreneurial leadership. As entrepreneurial leaders, Sengelmann,
Cooke, and Buttimer combined a different way of acting predicated
on a different worldview.

The first unique element of being entrepreneurial leaders is that
these women’s actions were rooted in their understanding of them-
selves and the communities in which they lived. Sengelmann and
Cooke’s actions began out of their own value systems, founded in their
personal histories. Rather than leaving at home their interest in the
environment and their families, they carried their values to their cor-
porate job. These women then tapped their personal social networks to
pursue opportunity. Through their understanding of their community
and the local perspective, they were able to consider how Clorox could
tailor natural cleaning products to meet the needs of these consumers.

While these women were passionate about the social and envi-
ronmental need for natural cleaning products, they were also passion-
ate in their pursuit of economic value. They recognized that Clorox
would require a business case for the brand, and they worked to
develop it. As entrepreneurial leaders, they understood the impor-
tance of connecting social and environmental sustainability with eco-
nomic sustainability.

Starting from their passion and this unique view of business,
these entrepreneurial leaders relied on an action-oriented decision-
making approach to bring the Green Works product line to market.
Rather than start with traditional analysis, Sengelmann and Cooke
took steps to solve critical problems that could put an end to the
natural-product line. For example, a key challenge for Green Works
was gaining consumers’ trust that it was an authentically green prod-
uct line. Clorox looked to a broad array of external partners and built

an innovative relationship with an organization that might have been
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seen as an adversary to the product, the Sierra Club. Traditional ana-
lytical techniques would not have led to the creation of such a partner-
ship. Through their action orientation and value-based approach, this
team has been credited not just with changing the industry but with
changing how Clorox does business (Neft 2009).

As this example shows, even large, established companies that
lack a history of innovation can pursue breakthrough ideas that create
social, environmental, and economic value simultaneously. To do this
they need entrepreneurial leaders who begin the process of value cre-
ation by engaging a different method of making decisions and taking

action that is rooted in a different worldview of business.

The Principles of
Entrepreneurial Leadership

Entrepreneurial leadership involves a new model of thought and
action, which begins with a fundamentally different worldview of
business and applies a different decision-making logic. The good news
is entrepreneurial leadership is not based on an innate set of person-
ality characteristics. Rather, entrepreneurial leaders have developed
unique mental models that support the power of human action to cre-
ate and build a better world. Exhibit 1.1 depicts the three principles
that underlie this mental model, all of which are discussed in more

detail in this section.*

*The identification of these three principles as the basis of the mental model
underlying entrepreneurial leadership came out of extensive work of a Bab-
son task force. The goal of this task force was to identify what the next gener-
ation of management students needs to know. Engaging a grounded research
approach that included interviewing faculty, survey research with alumnae
and students, and reading pedagogy and theory across diverse management
and liberal arts disciplines, this task force arrived at this model of entrepre-
neurial leadership.
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Cognitive
ambidexterity
Creation/prediction
logics

Entrepreneurial
leadership

SEERS N~ SSA

Responsibility and Self-and social
sustainability awareness

Exhibit 1.1 The three principles of entrepreneurial leadership

We call the first principle, which introduces this different way of
thinking and taking action, cognitive ambidexterity. Entrepreneurial
leaders need to learn to be cognitively ambidextrous, engaging both
prediction logic and creation logic in their decision-making approach.
When an organization’s future goals and environment reflect the past,
entrepreneurial leaders can apply traditional analytical models to pre-
dict and manage the situation. When the future is unknowable and
bears little resemblance to the past, however, entrepreneurial leaders
must learn how to create the future through action and experimenta-
tion. Through cognitive ambidexterity, entrepreneurial leaders learn

to balance and engage both of these decision-making approaches.
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Guiding this different way of thinking and acting is a fundamen-
tally different worldview of business and society. This different world-
view starts from understanding a different value base for business that
we refer to as social, environmental, and economic responsibility and
sustainability (SEERS). Entrepreneurial leaders must know how to
navigate social, environmental, and economic value creation and the
inherent tensions and potential synergies therein. Moreover they must
learn to engage social, environmental, and economic value creation
simultaneously rather than sequentially.

Beyond SEERS, entrepreneurial leaders also leverage their
understanding of themselves and the social context to guide effective
action. This third principle of entrepreneurial leadership we refer to
as self- and social awareness (SSA). Through an authentic and insight-
ful understanding of their own sense of purpose and identity and of
how they are affected by the context around them, entrepreneurial
leaders make more-effective decisions in uncertain and unknowable
circumstances.

While each of these three principles is rooted in existing the-
ory, we go beyond existing ideas as we show the inherent connections
among the three principles. Hence we redefine each principle using
terminology that reflects these relationships. Furthermore, while other
management educators have talked about the importance of each of
these principles individually, what is also unique about our concept
of entrepreneurial leadership is the integration of the three principles.

If entrepreneurial leadership is the key to unlocking social and
economic opportunity, as management educators we needed to con-
sider how to alter existing pedagogy to further develop the mindset of
an entrepreneurial leader. To begin creating this pedagogy, we asked
a series of questions, including: How do we develop entrepreneurial
leaders who engage this unique way of decision-making that com-
bines analysis and action? How do we develop entrepreneurial leaders

who consider social, environmental, and economic opportunity in all
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that they do? How do we develop entrepreneurial leaders who lead
from their passion? In our research we recognized quickly that current
models of management education fall short in teaching the principles
of entrepreneurial leadership.

First, as Mintzberg (2004, 464) points out, management educa-
tion is too analytical and focused on concepts and quantitative mod-
eling. While these approaches may be useful for teaching leaders to
manage uncertain situations, they are not applicable to solving the
complexities of today’s unknowable world. The only way to lead in an
unknowable environment is through action. To develop these skills,
we need to teach students how to use creativity, experimentation, and
action to harvest opportunities (Datar, Garvin, and Cullen 2010). Man-
agement education has also been criticized for the lack of emphasis on
ethics and social responsibility (Holland, 2009). Our overemphasis on
shareholder value creation has come at the expense of social and envi-
ronmental needs (Ghoshal 2005; Khurana 2007). To develop entre-
preneurial leaders who lead with a different worldview, we need a new
basis for understanding value creation beyond profit maximization.

Finally, to develop entrepreneurial leaders we need to be teach-
ing our students how to use self-awareness and social awareness in
their management approach. To date, we have not paid enough atten-
tion to developing leaders who are reflective of themselves and of the
world around them (Mintzberg 2004). Entrepreneurial leaders need
to connect to their values and passions if they are to inspire and create
social and economic opportunity (Fleischmann 2009).

If we don't consider new paradigms for educating manage-
ment students in new ways of thinking, in new worldviews, and in
the importance of self-awareness, we are unlikely to meet the chal-
lenge of educating a generation of leaders who will be a positive force
for change. As highlighted above, we are not the only ones who see
these challenges in management education. Other authors have laid

out in great depth the weaknesses of management education models
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(i.e., Datar, Garvin, and Cullen 2010; Mintzberg 2004; Moldoveanu
and Martin 2008). Actions such as the introduction of an MBA oath;
increased emphasis on ethics, leadership, and corporate social respon-
sibility; and the use of design thinking are all important steps in the
right direction—but they are just that: steps. None of these steps
provides management educators with a comprehensive new way of
educating leaders who will be able to generate social and economic

opportunity in today’s unknowable environment.

Management Education That Fosters
Entrepreneurial Leadership

In this book we lay out a comprehensive paradigm for how to revise,
and perhaps even reinvent, management education and development
to mold entrepreneurial leaders who will shape social and economic
opportunity. In each section we explore in depth the three principles
behind this mental model of entrepreneurial leadership. More impor-
tantly, we provide concrete examples of how management educators
across all disciplines can integrate these ideas into their courses—
and even their entire curriculum—to develop tomorrow’s entrepre-
neurial leaders.

Many of our colleagues who are shaping entrepreneurial leaders
developed the ideas and examples herein. We recognize these impor-
tant contributions with a byline at the start of specific chapters. Chap-
ters without assigned authorship were written by the principal authors
of this book.

The following is an overview of the chapters to come.

Part I. A New Way of Thinking and Acting:

Developing Cognitive Ambidexterity

In part I we explain the concepts behind cognitive ambidexterity
and describe how to develop this mindset in entrepreneurial leaders.

The principle behind cognitive ambidexterity is that entrepreneurial
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leaders must rely on varied yet complementary analytical approaches
to thought and action to create and implement solutions that are
socially, environmentally, and economically sustainable.

On the one hand, entrepreneurial leaders must understand how
and when to use the analytical approaches that have always been cen-
tral to management education. Prediction logic, our phrase to describe
the use of a traditional analytical approach, is an extension of the sci-
entific method in which students learn to think, evaluate, and then
act to move an organization toward predefined goals. The premise
underlying prediction logic is that one can protect against or control
the future through detailed analysis. Students learn how to practice
data mining, market research, and traditional statistical tools to iden-
tify and develop opportunities. A prediction approach is most appli-
cable for situations in which the goals are predetermined, the issues
are clear, the causes and the effects are understood, and the data are
reliable and available. A prediction approach assumes that an uncer-
tain future can be predicted and that decisions can be made based on
those predictions.

Yet entrepreneurial leaders also find themselves in situations
where novelty or complexity limits their predictive capabilities. In
fundamentally new or complex circumstances in which traditional
cause-and-effect relationships are unknown, it is not always possible
to gather the appropriate data or to use historical trends to engage
a prediction analytical approach. In these situations of unknowabil-
ity, entrepreneurial leaders must learn to apply a different logic that is
based in action, discovery, and creation. We label this complementary
decision approach creation logic.

With creation logic students learn that the future is created, not
predicted. In unknowable situations action is needed to generate data
and insight, to further assess the problems and the opportunities, and
to select the next course of action. With creation logic students learn

to examine who they are, what resources they have access to, and
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which context they are operating in as they identify a course of action
(see also Keifer, Schlesinger, and Brown 2010). Students also learn that
as they begin this course of action they will work with a network of
stakeholders, including both allies and adversaries, with whom they
will co-create their goals. As surprises arise—and they will be in an
unknowable environment—students learn how to adapt to or over-
come them. Thus creation logic teaches students how to make deci-
sions by beginning with thoughtful action that gives rise to new data
and information, which can then be analyzed to guide future action.

All entrepreneurial leaders need to employ both creation and
prediction logics and become adept at cycling between the two as they
introduce new ideas and initiatives. Continuously alternating between
creation and prediction approaches enables individuals and organi-
zations to effectively innovate and manage change. Teaching entre-
preneurial leaders cognitive ambidexterity involves not only showing
them the underlying theories and methods but also giving them
opportunities to apply and alternate between them.

Chapter 1 outlines the two logics in more detail and provides
innovative exercises for how to introduce entrepreneurial leaders to
the frame of cognitive ambidexterity. The next two chapters highlight
each of the approaches that make up cognitive ambidexterity. Chap-
ter 2 focuses on creation logic and introduces a number of courses
that have been developed to teach undergraduates and experienced
managers how to be cognitively ambidextrous in their approach to
innovation and entrepreneurial leadership. Chapter 3 highlights the
importance of analytics (a mode of prediction logic) and the role
it plays as a complement to creation logic for entrepreneurial lead-
ers of startups and small firms. Through a number of examples of
prediction logic courses, we illustrate how management educators
can frame courses that enable entrepreneurial leaders to develop

cognitive ambidexterity.



Introduction: Entrepreneurial Leadership 17

Part ll. A New Worldview: Social, Environmental,

and Economic Responsibility and Sustainability

As mentioned, one of the principles that makes entrepreneurial lead-
ers unique is that this new way of decision-making is based on a fun-
damentally different worldview. In part II we explore how to develop
entrepreneurial leaders who have this unique worldview, by focusing
specifically on the concept of social, environmental, and economic
responsibility and sustainability and innovative ways to help entre-
preneurial leaders understand the importance of this unique view of
business and society.

Emerging global, social, environmental, and economic realities
oblige us to teach leaders to consider issues beyond profit creation
and shareholder value maximization. Entrepreneurial leaders need to
develop a more complex understanding of the relationships among
social, environmental, and economic value creation. The traditional
business paradigm that focuses exclusively on economic value cre-
ation, or that depicts social and environmental value creation as sec-
ondary to economic value creation, is no longer valid. Individuals and
organizations are increasingly being held accountable for the social,
environmental, and economic outcomes of their actions.

Entrepreneurial leaders must operate out of a different world-
view of business in which they understand the inherent tensions and
the potential synergies that exist among social, environmental, and
economic value creation. To do this they must also learn how to assess
the interests, rights, and powers of a widely diverse group of stake-
holders. Rather than ask whether a sustainable solution to a partic-
ular challenge is possible, entrepreneurial leaders need to learn how
to develop, implement, and measure the effects of responsible and
sustainable solutions. In teaching SEERS we develop entrepreneurial
leaders with a worldview focused on simultaneously managing social,
environmental, and economic value creation rather than the tradi-

tional sequential model.



18 THE NEw ENTREPRENEURIAL LEADER

Chapters 4 and 5 emphasize social and environmental value cre-
ation. In chapter 4 we discuss the SEERS worldview and introduce a
number of ways that management educators are teaching students to
consider social and environmental issues as they connect to complex
business decisions. Chapter 5 focuses on environmental sustainability
and responsibility and offers suggestions on how to develop materials
on environmental issues that integrate information from a broad array
of disciplines and that engage students in thinking about the scientific,
legal, ethical, and cultural implications of their actions.

The next two chapters turn our attention to the complex eco-
nomic aspect of SEERS. As we introduce entrepreneurial leaders to
social and environmental value creation, we also have to teach them
how to consider these issues in light of established financial models
and theories of wealth creation. Chapter 6 focuses specifically on the
accounting and financial perspectives and some of the challenges and
the opportunities that these perspectives provide for students as they
pursue social and economic opportunities. We discuss some of the
unique ways in which we can educate external decision-makers and
entrepreneurial leaders to consider accounting standards and begin
the process of developing standards to support a SEERS perspective.

In chapter 7 we further examine the financial challenges of adopt-
ing a trifold view of value creation and some of the struggles that entre-
preneurial leaders may face as they adopt this unique worldview. The
chapter provides a framework for evaluating SEERS investments with
financial analytical rigor and for preparing entrepreneurial leaders to

engage in SEERS practices that are aligned with shareholder value.

Part Ill. Self- and Social Awareness to Guide Action

Part III focuses on how to develop entrepreneurial leaders’ self-
awareness and social awareness and teach them to lead from their
passions. The third principle of entrepreneurial leadership involves

developing a critical understanding of themselves and the societal
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context of business opportunities. This understanding provides the
basis for engaging a new way of knowing based on a more expansive
view of business. By starting with a critical understanding of their own
perspectives and of the world around them, entrepreneurial leaders
are better prepared to apply diverse perspectives as they respond to
situations that are uncertain and unknown. They are also better pre-
pared to effectively co-create an ongoing course of action and to nego-
tiate the uncertain and ambiguous results that can arise from their
decision-making.

Finally, entrepreneurial leaders who have developed this richer
understanding of perspective are able to engage a more sophisticated
understanding of the world—one that enables them to see the social,
environmental, and economic implications of action. To develop this
sense of being, entrepreneurial leaders must be able to explore these
critical questions: Who am I? What is the context in which I am situ-
ated? Whom do I know, and to what does that give me access? Under-
standing these questions enables entrepreneurial leaders to make
responsible choices as they choose a path of action in both unknow-
able and uncertain situations.

Chapter 8 focuses on teaching entrepreneurial leaders to under-
stand the question Who am I? and using this understanding to choose
an appropriate course of action. Entrepreneurial leaders must under-
stand their own identity, in terms of their values, drives, and back-
ground, and be honestand open about their capabilities and limitations.
An introduction of self-assessment and professional development
work is essential to changing how entrepreneurial leaders understand
themselves and take action toward their career aspirations as well as
how they develop and coach others to do the same. Such personal
growth enables entrepreneurial leaders to develop the skills and the
insight to involve their organizations—and the individuals within the
organizations—in a new approach to generating social and economic

opportunity that is connected to their personal passions and abilities.
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Chapter 9 focuses on the question What is the social context in
which one is operating, and how does this affect action? This chapter
considers how entrepreneurial leaders must understand the influence
of context on action. Action is governed by the rules of one’s context. If
entrepreneurial leaders don’t understand the cultural and ethical envi-
ronment, they are more likely to disengage stakeholders and create
unfavorable outcomes. A clear understanding of historical, cultural,
and societal background enriches entrepreneurial leaders’ under-
standing of the opportunities that lie before them, as well as the impli-
cations their actions can have on the world around them.

Finally, chapter 10 considers the question Whom do I know? and
explores how entrepreneurial leaders build and leverage relationships
to co-create opportunities. The discussion begins with the importance
of social networks to entrepreneurial leaders and goes on to consider
the use of social media to build rich networks. We then highlight some
of the ways we have been teaching entrepreneurial leaders to leverage
the opportunities that social media affords them. For entrepreneur-
ial leaders to develop these networks for co-creation, they must begin
by understanding themselves and their context so that they have the
knowledge base from which to effectively build the networks that will

underlie their future partnerships.

Part IV. Management Educators
as Entrepreneurial Leaders
In part IV we look at specific approaches to implementation. Chapter
11 looks at innovating the case method to teach the underlying prin-
ciples of entrepreneurial leadership. By reorienting case discussions
using the Giving Voice to Values curriculum, educators can move stu-
dents toward action, self- and social awareness, and SEERS.

In Chapter 12, the final chapter of the book, we introduce specific
actions for faculty and administrators to reorient an entire curricu-

lum around these three principles. The core question in this chapter is
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How can management educators introduce systemwide changes to reori-
ent student learning toward educating entrepreneurial leaders? Drawing
from our own experience, we offer emerging approaches that address
this question.

In sum, we invite you to read further and explore this model of
entrepreneurial leadership and the various ways to alter your course
and curriculum. We are excited and optimistic, as we believe that entre-
preneurial leadership provides the long-awaited, pathfinding approach

to creating social and economic opportunity around the world.
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CHAPTER |

Cognitive Ambidexterity:
The Underlying

Mental Model of the
Entrepreneurial Leader

Heidi Neck

IN 2003 JiM POSS WAS WALKING DOWN A BOSTON STREET WHEN HE
noticed a trash vehicle in action. The truck was idling at a pickup
point, blocking traffic, smoke pouring out of its exhaust, and litter was
still prevalent on the street. There has to be a better way, he thought to
himself. In investigating the problem, Poss learned that garbage trucks
consume more than 1 billion gallons of fuel in the United States alone.
The vehicles average only 2.8 miles per gallon, and they are among
the most expensive vehicles to operate (BigBelly Solar 2010). In the
early 2000s, municipalities and waste collection services were con-
sidering more-fuel-efficient vehicles and better collection routes to
reduce their overall costs and environmental footprint. Poss was not
convinced that this was the right approach.

Through interactions with diverse stakeholders, he turned the
problem upside down. He considered that the answer might not be
about developing a more efficient collection process but about reduc-
ing the need for frequent trash collection. As he considered this solu-
tion, he discovered multiple benefits: if trash receptacles held more

trash, they would not need to be emptied so often; if trash did not
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need to be collected so often, collection costs and associated pollution
would be reduced; and if receptacles did not overflow, there would be
less litter on the streets. There were many advantages to this approach.

By applying the solar technology he used at work, Poss envisioned
how a new machine might better manage trash. His initial concept of
a solar-powered trash compactor was dismissed in favor of other ideas
for environmentally friendly inventions, including a machine that
would generate electricity from the movement of the ocean. Nonethe-
less the problem and the potential solutions continued to occupy his
mind. Poss said, “I took pictures of trash cans on my honeymoon”
(Simpson 2007).

He began to involve others, choosing a team based on who he
knew might be interested within his social network. “We are moti-
vated in part because we care about the environment and in part
because we know this can be financially successful” (Xing 2007). Poss
and his assembled team experimented with a variety of options and
finally returned to the solar-powered trash receptacle—the BigBelly—
an innovation that provides clear solutions to the problems he noted
on the city street that day. The current version can hold up to five
times more trash than traditional receptacles. As a result, it dramati-
cally decreases the frequency of trash pickup and cuts fuel use and
trash truck emissions by up to 8o percent.

Entrepreneurial leaders such as Jim Poss need the skills and the
knowledge to define the world rather than be defined by it. To achieve
this, entrepreneurial leaders must identify, assess, and shape oppor-
tunities in a variety of contexts—ranging from the predictable to the
unknowable. They use creative and innovative approaches to create
value for stakeholders and society. They create opportunities using a
method of observing, acting, reflecting, and learning that is a constant
and ongoing process. This is the method Poss used when observing a
waste collection problem, pondering new technology-based solutions,

reflecting on the possibilities, and creating the BigBelly solution.
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In this chapter we introduce the way of thinking and acting that
underlies entrepreneurial leadership: cognitive ambidexterity. Cogni-
tive ambidexterity presumes two different approaches to thought and
action: prediction logic and creation logic. To be an effective entre-
preneurial leader, one must be skilled in both prediction and cre-
ation logics and able to cycle between them. It was through the use
of both prediction and creation logics that Poss was able to create
economic and environmental value; he literally turned garbage into
an opportunity.

This chapter explains cognitive ambidexterity in more detail and
provides examples of how to develop entrepreneurial leaders who
engage cognitive ambidexterity. To do this, however, management
education must move beyond teaching entrepreneurial leaders what
to think to teaching them how to think.

Cognitive Ambidexterity: Linking
Prediction and Creation Approaches

Entrepreneurial leadership requires cognitive ambidexterity—a way
of thinking and acting that is characterized by switching flexibly back
and forth between prediction and creation approaches. The predic-
tion approach, which is based on analysis using existing information,
works best under conditions of certainty and low levels of perceived
uncertainty. Creation, on the other hand, involves taking action to
generate data that did not exist previously or that are inaccessible. It is
most effective in environments characterized by extreme uncertainty
or even unknowability.

In some instances prediction and creation logics are portrayed as
incompatible methods of thought and action. In theory and in prac-
tice, this distinction is artificial. Through conscious effort, one way of
thinking can be used to inform and progress the other way of think-

ing, making the approaches complementary. Moreover, by engaging
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prediction and creation approaches, entrepreneurial leaders are able to
create greater value than if they had tried only one of these approaches.

Consider the example of Yvon Chouinard, who founded the out-
door apparel company Patagonia in 1974. When asked how he knows
if he’s making the right move, he responded, “If you study something
to death, if you wait for the customer to tell you what he wants, you're
going to be too late, especially for an entrepreneurial company. That
comes from Henry Ford: Customers didn't want a Model T, they
wanted a faster horse” (Wang 2010, 23). Chouinard takes action first
(the creation approach) and uses data from his actions and experi-
ments to make decisions (the prediction approach). His cognitive
ambidexterity is producing impressive results. Patagonia is still a pri-
vate company, 100 percent owned by Chouinard, with approximately
1,300 employees and $315 million in sales for 2009. In addition, Pata-
gonia continues to receive numerous awards for its emphasis on social

and environmental responsibility and sustainability (Wang 2010).

Framing Cognitive Ambidexterity
for Entrepreneurial Leaders

To understand the abstract concept of cognitive ambidexterity, we
developed an exercise that enables entrepreneurial leaders to expe-
rience the difference between the prediction and creation ways of
thinking. The exercise we describe is based on Sarasvathy’s (2008)
seminal work on effectuation, where the contrasting metaphors of
a quilt and a jigsaw puzzle expose the differences between effectual
and causal thinking, which are akin to creation and prediction logics
(see exhibit 1.1).

This exercise can be used at the beginning of any course that dis-
cusses entrepreneurial leadership. At the start of the course, students
are least comfortable with one another, the professor, and the course
content. In this way course participants simulate the experience of

being in an unknowable world. The exercise begins as the professor
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ST ol AV o T Prediction approach
Assembling puzzles from jigsaw pieces

Creation approach
Designing quilts from assorted fabrics

Exhibit 1.1 Exercise to introduce cognitive ambidexterity

asks students to count off into groups of six. The professor tells stu-
dents that this is a time-limited competition. Groups are instructed to
go to their assigned table, which has the directions.

At each table participants read the instructions, which indicate
that their task is to complete a 300-piece jigsaw puzzle as quickly as

possible. While the initial setup may be a little chaotic, order quickly
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appears at each table, as most students have experience doing jigsaw
puzzles. Group members use their experience as they begin to sepa-
rate edges from center pieces, search for corners, and use the picture
on the box to begin assembling the puzzle.

After five to 10 minutes, the professor announces that one volun-
teer is needed from each group. The volunteers leave the puzzle area
and are brought to a large, empty room. In one corner of the room are
hundreds of pieces of fabric of different colors, textures, and sizes. The
group of volunteers are again confused and concerned. The instructor
tells them that each student will now become a quilt leader responsible
for designing a quilt that will be judged. Quilt leaders are told that they
don’t need to sew; they can simply place fabric on the ground and start
designing the quilt. They begin the process by choosing six pieces of
fabric, selecting a space in the room to create the quilt, and laying their
pieces down. The quilt leaders are also told that over the next 45 min-
utes, other volunteers will be brought into the room and will be invited
to join in designing quilts.

The quilt leaders get to work, and in five minutes six more vol-
unteers join the quilt-making room. These volunteers are told to select
six pieces of fabric and join any team they want. Every five minutes a
new group of volunteers leave the puzzle-making area and enter the
quilt-making room. As more people join the effort, some quilts grow
larger or become more creative. Soon the entire class moves from put-
ting together puzzles to designing quilts. Though participants don’t yet
realize it, they have just experienced the prediction and creation logics

of cognitive ambidexterity.

The Jigsaw Puzzle as Prediction Logic

Assembling a jigsaw puzzle is analogous to prediction logic within cog-
nitive ambidexterity. The puzzle box itself offers a number of known
variables, including the number of pieces inside and a picture of the

solved puzzle, both of which can be used to reduce uncertainty around
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the level of difficulty and potential time to completion. The process
begins by establishing the goal: complete the puzzle. The second step
is to acquire resources to achieve that goal: open the box and get the
puzzle pieces. The third step is to analyze everyone’s experience with
puzzle building and to design a process for completing the puzzle. This
might involve separating pieces by color, doing the edges first, and so
on. The fourth step involves measuring progress and making adjust-
ments by reviewing the box cover and revising the plan. Finally, the
project is complete when all the pieces are connected to match the
picture on the box. Participants start with a clear goal and follow a
linear process to completion.

Prediction logic, which is vividly illustrated by the experience
of assembling a jigsaw puzzle, is the established analytical approach
taught by most management educators. The concepts and the teaching
methods that underlie this approach provide students with the tools,
frameworks, and processes for analyzing the causes and predicting the
effects of a given event or action. Through this approach management
students learn how to predict the outcome of actions using observa-
tion, experience, analysis, and reasoning. They learn that through rig-
orous analysis of the causes and the effects of a situation, they can
make decisions that yield the intended results.

The six principles that guide the use of a prediction approach are
shown in the following sidebar. Like putting together a jigsaw puz-
zle, a prediction approach is applicable in organizational situations in
which goals are predetermined, issues are clear, and data are reliable
and available. In these circumstances entrepreneurial leaders focus on
assessing the situation, defining the problems and the opportunities,
diagnosing the problem, evaluating alternative actions using estab-
lished frameworks and tools, and identifying the best solution or plan
to reach established goals. This sequential process of assess, define,
diagnose, design, and act assumes that we can predict the future based

on past experiences.
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Principles of a Prediction Approach
to Thought and Action

1. Goals are predetermined and achievable given known information.
. Enough information is known for rigorous analysis and testing.
. Tools and frameworks are available to guide decision-making.

. Optimal solutions are identifiable within a given set of constraints.

“wn A W N

. Through analysis, risk can be minimized or mitigated to achieve
optimal returns.

6. Outside organizations are seen as competitors and barriers to future
growth.

Adapted from Dew et al. 2008; Greenberg et al. 2009; and Sarasvathy 2008.

In management education prediction logic has been the domi-
nant paradigm for teaching everything from accounting to organi-
zational behavior to entrepreneurship. To develop their cognitive
ambidexterity, entrepreneurial leaders will still need to be taught the
prediction approach. They need to learn established tools and frame-
works for following a rigorous, analytical decision-making process.

Yet the ambiguity of today’s business environment means that
a prediction approach to leadership is not enough. In complex situa-
tions where cause-and-effect relationships are unknown or uncertain
and where information is ambiguous, a prediction approach must be
complemented by the creation approach based in action, discovery,
and shaping opportunities. Entrepreneurial leaders use the creation
approach to learn about a situation by acting and then observing and

analyzing the outcomes of their actions.

The Quilt as Creation Logic

The creation approach illustrated by this experiential exercise is analo-

gous to a form of quilt-making called crazy quilting. Crazy quilting is
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one of the oldest forms of American patchwork quilting and is defined
by combining irregular patches of fabric with little or no regard to
pattern or design. This form of quilt-making became popular among
Victorian women in the late 1800s. The design, shape, and color of the
quilt depended not only on the knowledge and the experience of the
quilters but also on the amount and the type of fabric and the creativ-
ity they brought to the project.

The quilt-making portion of the exercise highlights the creation
component of cognitive ambidexterity. Participants enter the quilt-
making room with little information and few resources (six pieces of
fabric). They employ a means-focused process in which they begin
designing the quilt based on the materials they have. This is very dif-
ferent from creating a quilt design and then going to find the materials
that fit it (a prediction-oriented process).

As other participants enter the room, they self-select to join a
quilt leader. How they choose a quilt-making team varies. Some par-
ticipants are attracted by a quilt leader’s design and feel they have
something to offer. For instance, some may be drawn to a quilt that
is unconventional. Other participants connect to those who fit with
their knowledge of what a quilt is supposed to be. Still others see that
some teams do not have many people, so they join out of perceived
need. Regardless of the reason why, each volunteer brings additional
resources (fabric), and the quilt design continues to emerge. Some-
times new fabric brought to the team may force the team to go in a
different direction. For example, a team may have an emerging design
based on hues of blue, and then someone joins the team with red,
orange, and green plaid pieces. Should the team accept the resources
and go with a different design? The creation approach would argue
affirmatively because with each additional set of resources the pool of
possibilities expands.

Entrepreneurial leaders use creation logic when the future

is highly uncertain and unpredictable and past information is not
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predictive of future activity. Creation logic is an action-oriented
approach based on the notion that new inputs (actions, information,
and resources) expand the available opportunities. Furthermore it is
an approach in which teams of individuals are co-creating. Individuals
bring to the table different knowledge, resources, and networks. They
take action and create opportunity by engaging these different forms
of capital. The six principles that form the basis of a creation approach

are shown in the following sidebar.

Principles of a Creation Approach
to Thought and Action

1. If perceived resource needs are beyond your control, start to create
something with what you have.

2. When the future is unpredictable, create the future by shaping
opportunities.

3. When operating with limited information, take action in the real
world to acquire information but expect and leverage surprises or
failures.

4. Optimal decision-making is never possible in highly uncertain
environments. By starting something with current available means,
you are “satisficing” to take swift action.

5. Determine what you are willing to lose (money, time, and social
capital) to engage in the activity. Once you know what you are
willing to lose, risk is no longer an inhibitor of entrepreneurial
action.

6. Outside organizations, customers, and self-selected stakeholders
are co-creators and not competitors.

Adapted from Dew et al. 2008; Greenberg et al. 2009; and Sarasvathy 2008.

The creation approach is central to cognitive ambidexterity, as
human behavior is never entirely predictable and globalization and

technological changes produce novel and complex situations. It is
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not always possible to gather the appropriate data or to use historical
trends to apply a prediction approach.

The application of the creation approach can be seen in the exam-
ple of Chris Cranston, a small-business owner who founded FlowDog
in Waltham, Massachusetts. FlowDog is a canine aquatic and physi-
cal rehabilitation center. Prior to starting FlowDog, Cranston was a
physical therapist practicing sports medicine. Wanting a change and
having a strong desire to work with animals, she learned about a new
program at the University of Tennessee that offered certification in
canine physical therapy. In 2004 she was among the first 100 gradu-
ates of the program. Upon graduating she wanted to open her own
facility but realized that few people knew that physical therapy was an
option for dogs. There were no data on market size, growth potential,
or acceptance by dog owners to using physical therapy. At the time few
facilities existed in the country.

Personally, Cranston had limited financial resources and no
startup experience. She had no connections in the veterinarian com-
munity, and Massachusetts law made it impossible to practice physical
therapy on animals without a referral from a veterinarian. Using pre-
diction logic a traditional data analysis would suggest that this was a
risky opportunity to pursue, not unlike Clorox’s launch into the natu-
ral cleaning products market.

Cranston had a car, however, as well as some equipment and her
experience and education, which provided her with both knowledge
and a network. She started a mobile canine physical therapy practice
in 2005. After making a few connections with area vets, she started to
get referrals and the business grew by word of mouth. This early mar-
ket test encouraged her to go a step further, and in 2009 she opened
FlowDog—a 3,500-square-foot facility with a 3,000-gallon pool, phys-
ical therapy rooms, and a retail store.

The FlowDog example is one in which a creation approach

is being used to transform the unknowability of a new situation by
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Decision focus

“Learn”

Creation Prediction
Means-oriented Goal-oriented action
action Forecast-based analysis
Make opportunities Use of analytical
Enactment focus frameworks
Satisficing behavior Optimizing behavior
Affordable loss Risk avoidance
Co-creation lens Competitive lens

Action focus
IIDOII

Exhibit 1.2 Cognitive ambidexterity: the complementary logics of
entrepreneurial leadership

taking action that enables one to further learn and assess the prob-
lems and the opportunities and to select the next course of action. This
process of acting, observing, reflecting, and learning is dynamic and
assumes that the future is created, not predicted, and is based on an
entrepreneurial leader’s access to resources and interactions with part-
ners. Without taking small actions and applying learning from every
action, FlowDog would not exist today.

Cognitive ambidexterity represents a continuous cycle of apply-
ing the creation and prediction approaches (see exhibit 1.2). Stable
environments associated with prediction allow one to analyze and then
act. Uncertain and even unknowable environments align better with
creation thinking that requires action and then analysis. The world,
however, is not easily interpreted as either stable or unknowable; there-

fore the ambidextrous approach of our mental model is necessary.
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Greg Treverton (2007), director of the RAND Center for Global
Risk and Security, says we cannot solve mysteries with the same mind-
set with which we solve puzzles. He states, “Puzzles may be more sat-
isfying, but the world increasingly offers us mysteries. Treating them
as puzzles is like trying to solve the unsolvable—an impossible chal-
lenge. But approaching them as mysteries makes us more comfort-
able with the uncertainties of our age” Entrepreneurial leaders need
to solve both puzzles and mysteries. To be cognitively ambidextrous,
they must be alert to changes in the environment and able to select a
creation or prediction approach based on what they know about the

current and future environments.

Teaching Entrepreneurial Leaders
to Be Cognitively Ambidextrous

Teaching entrepreneurial leaders to develop a cognitively ambidex-
trous approach to decision-making is comparable to teaching people
to work with either hand. Most people have a dominant hand they
prefer to use to throw a ball, open the door, and sign their name. Each
time a task is performed, one unconsciously uses the dominant hand.
While ambidexterity is extremely rare, it can be learned with practice
and patience.

In a similar way, most individuals prefer a certain approach to
thinking—prediction or creation in this case—and select this domi-
nant approach. In the same way that most people are right-handed,
most managers are, we believe, more competent with prediction logic.
This may have developed because management educators have been
more focused on teaching prediction logic, much like teachers his-
torically encouraged all children to use their right hands. Through
a change in our management education approach, however, we can
introduce and support those leaders who are more oriented to creation
logic. More importantly, with a different management education para-

digm, we can encourage entrepreneurial leaders to become cognitively
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ambidextrous as they learn to cycle between the two approaches as the
environment demands.

Management education’s process orientation presents another
challenge to our ability to teach entrepreneurial leaders to be cog-
nitively ambidextrous. With a process-driven pedagogy, students
learn to employ frameworks and models in sequential steps. While a
process orientation works well under the prediction model, its effec-
tiveness is reduced when used with the creation approach. To teach
creation and prediction logics as complementary, educators need to
teach a method of entrepreneurial leadership (Neck and Greene 2011).
This goes beyond understanding, knowing, and talking and demands
using, applying, and acting. Most importantly, a method requires prac-
tice and experimentation. In an ever-changing—and often unknow-
able—world, we need to teach methods that stand the test of dramatic
changes in content and context.

With a process approach, by comparison, there is an assumption
of known inputs and known outputs, as in a manufacturing process.
A process also implies that there is a correct result once you decide
on the right inputs. Obviously, a process approach limits one’s abil-
ity to teach entrepreneurial leaders to navigate in unknowable envi-
ronments. A method approach, by comparison, requires creative and
nimble thinking based on a body of skills and techniques. This think-
ing leads to a heightened level of experimentation, where subsequent
iterations represent stages of learning rather than a series of successes
and failures. The concept of method requires consistent practice so
that knowledge and expertise can be continuously developed and
applied to future endeavors.

In the following section, we introduce some unique methods
for helping students become cognitively ambidextrous as they engage
both creation and prediction approaches. Central to teaching these
methods of cognitive ambidexterity is the development of a pedagogi-

cal portfolio (Neck and Greene 2011). Finkelstein, Seal, and Schuster
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(1998) reported that out of 172,000 faculty in the United States, 76 per-
cent still list lecturing as their primary teaching method. We need to
try more-diverse methodologies that enable students to practice man-

agement or, more importantly, entrepreneurial leadership.

FME: An Experiential Course in

Being an Entrepreneurial Leader

One course we have developed to teach students to be cognitively
ambidextrous is Foundations of Management and Entrepreneurship
(FME). By starting and running a mock new-business venture, course
participants learn the tenets of entrepreneurial leadership. The focus
of FME is on opportunity recognition, resource parsimony, team
development, holistic thinking, and value creation through harvest.
The vehicle of learning is a limited-duration business startup steeped
in entrepreneurial leadership and a basic understanding of all func-

tions of business. Specific course objectives include:

Identify, develop, and assess opportunities that create social and

economic value

Practice entrepreneurial leadership

Identify when and how to use creation and prediction logics
Understand the nature of an integrated business enterprise

Because FME is a required course, all first-year undergradu-
ates experience the entire cycle of entrepreneurship and learn general
management tools through a blend of theory and practice.

FME is a two-semester course. The fall semester is separated into
phases in which a method is used to identify 20 business ideas, develop
and assess those ideas, and then select two business opportunities that
will be pursued in each 60-person FME section. Students align them-

selves with one of the two opportunities and create a business organi-
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zation of self-selected stakeholders. The spring semester is reserved
for implementing, managing, and harvesting those business ventures.

Specific business topics, often grounded in prediction logic, are
covered throughout the two-semester course in addition to the method
of FME business creation. The process of developing, launching, man-
aging, and harvesting a business creates a real-world context in which
students can practice the basics of business, including accounting,
marketing, sales, operations, human resources, information technol-
ogy, and general management. Instructors introduce these basics in a
specific sequence that maps to the startup process, exposing students
to topics on an as-needed basis so that they are prepared for each stage
of the startup experience. In this way course participants are intro-
duced to traditional prediction logic as they develop their skills and
confidence with creation logic.

An example helps illustrate the relevance of both prediction and
creation logics in this course. One student group proposed a business
idea where they intended to purchase and sell hand sanitizers and
refills to large businesses in local communities. The opportunity was
based on a predictive analysis that included research into the health
benefits of using hand sanitizers and the emergence of wall-mounted
dispensers in public spaces. During the spring semester, the team ran
into a number of obstacles. One of these obstacles occurred when they
encountered challenges in selling to large local businesses. After many
failed sales calls, it became clear that many purchasing decisions were
made at the corporate level and that purchases were made from pre-
approved, established organizations. The team reassessed their target
market and used their own networks (parents, professors, and fellow
students) to shape the market. Through these relationships, a new
opportunity was created. The business began targeting small busi-
nesses, organizations that needed to make onetime purchases, and
health-conscious friends who wanted units for their dorm rooms. By

learning from their initial failure, engaging a variety of stakeholders,
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and taking action to learn more about the market, the team reshaped
the opportunity. Through instruction and experience with both the
creation and prediction approaches, students learn the principles

behind cognitive ambidexterity.

Additional Pedagogies for

Teaching Cognitive Ambidexterity

Beyond a highly experiential course such as FME, there are other peda-
gogical approaches that can be easily adapted to teach cognitive ambi-
dexterity. Here we briefly highlight three of these approaches: design

thinking, serious games and simulations, and reflective practice.

Design thinking Simon (1996) argued that applied disciplines
couldn't be taught under the auspices of the traditional scientific
method. Businesses are designed by humans interacting with one
another to create something of value. Courses should be designed to
help students solve real-world customer and social problems and apply
ethnography, data visualization, divergent and convergent thinking,
and iterative problem-solving techniques to design new products and
services. The learning objectives of these courses can be easily tailored

to focus on teaching creation and prediction logics.

Serious games and simulations Whether games are played on a
laptop, game console, or mobile device, evidence is mounting that
the combination of gaming and learning as a valuable pedagogy is
growing. Edery and Mollick (2009) write about how companies of all
types are using games to interact with various stakeholders, including
customers (through “advergames”) and employees (through training
games). They state, “Games are compelling because, at their best, they
represent the very essence of what drives people to think, to cooperate,
and to create” (4). A colleague, Patricia Greene, has used oft-the-shelf
games—such as The Sims with expansion pack Open for Business—

to teach students about organization design and how to consciously
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build company culture as a source of competitive advantage. Through
the use of these games, students experience firsthand how and when

to engage creation and prediction logics.

Reflective practice As students work with creation and prediction
logics, they will develop their own capabilities further if they have the
opportunity to reflect on their own thinking. Journaling, blogging,
deep-dive reflection on one incident, and reflective essays—all provide
opportunities for students to critically reflect on their own cognitive
ambidexterity and to create a plan for their continued development.
The key to doing this well is to make reflection an integrated activity
across the curriculum so that the responsibility for making connec-

tions lies with not only faculty but also students.

Conclusion

In this chapter we emphasize the role of hands-on exercises, repeated
practice and experimentation, and continuous learning in teach-
ing entrepreneurial leaders to develop their cognitive ambidexterity.
Management education programs need to teach students to become
adept with both prediction and creation approaches. When we teach
this method, we enable participants to develop a mental model for
entrepreneurial leadership. This model includes a toolkit that can be
adapted to meet the needs of an ever-changing environment and can
be used for solving the known and unknowable social, environmen-
tal, and economic problems that we will face in the future. We can no
longer teach students what to think; we must teach them how to think.
Giving equal attention to creation and prediction within the mental
model of cognitive ambidexterity represents a significant change in
management education. Yet we believe that this change is a necessity
if management educators are to fulfill our obligation to management

students and society as a whole.
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CHAPTER 2

Creation Logic in
Innovation: From Action
Learning to Expertise

Sebastian K. Fixson and Jay Rao

Most people view product as the one aspect of a business over
which they have absolute control—unlike capital, say, or employ-
ees. But most products I have seen develop a life of their own,
beyond anyone’s power to control. Just look at this innocent little
snack called Smartfood, which has managed to reroute the lives
of everyone drawn into its orbit (Kahn 1988).

SMARTFOOD, A SNACK FOOD MADE FROM PREMIUM-QUALITY WHITE
popcorn sprinkled with aged white cheddar cheese, was first
introduced to the New England market in 1985 and quickly became
America’s leading snack food, with sales going from $500,000 in 1985
to $18 million in 1988. What is most interesting about this product
innovation is that in many ways it was a by-product of the innovation
the entrepreneurial leaders were seeking.

Ken Meyer and Andrew Martin were working on the Tug-N-Tie
resealable bag. At the time they were looking to create a resealable
bag for the snack food industry that was cheap to produce and easily
adaptable to the current technology. They had spent two years develop-
ing the Tug-N-Tie bag only to find that snack food companies weren't
interested in buying it. They decided to make Smartfood to show the

43
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industry that the bag worked. The irony is that when Smartfood was
launched in 1984, it was never sold in the Tug-N-Tie bag (Kahn 1988).

Innovation is one of the critical quests of many entrepreneurial
leaders. While every generation claims that in its own time business
competition reached unprecedented levels, today’s entrepreneurial
leaders face a unique set of challenges to predictably innovate and
compete. The perfect storm has been created by globalization, eco-
nomic and technological changes, and an increased emphasis on
environmental and social impact. In almost all markets, this storm
has caused product variety to dramatically increase, most product
life cycles to shorten, and the number of competitors to substantially
increase. As a consequence any competitive advantage that an organi-
zation might have today is short-lived and will likely need to be con-
tinually re-created. As such, an organization’ ability to repeatedly and
reliably generate new products and services is essential. To innovate is
the best choice, and perhaps the only one, to ensure the growth of new
organizations and the long-term survival of existing ones.

While innovation may be important, it is also very difficult.
Recent surveys demonstrate that many executives rate their current
innovation efforts as unsatisfactory. For example, a recent McKinsey
study shows that more than 70 percent of participating executives
indicate that innovation is among the top three drivers of their compa-
nies’ growth, but only one-third of the executives are confident in their
ability to actually stimulate innovation (Barsh, Capozzi, and Davidson
2008). Similarly, another recent study shows that only 55 percent of the
surveyed company leaders are satisfied with their companies’ financial
returns on their innovation investments (Andrew et al. 2010).

The lack of innovation that these executives point to may con-
nect to how we currently conceptualize innovation. In popular myth
innovation is often portrayed as an idea occurring to a genius in a
flash; as something that happens only to individuals with exceptional

skills, genes, or luck; or as a product of circumstances that border on
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the mystical. In contrast to this myth, we believe that innovation is a
method that can be learned, practiced, and improved; that involves
multiple people; and that is predicated on passion and hard work.

Furthermore, as innovation work is done in an unknowable
environment, it demands that an entrepreneurial leader engage a cog-
nitively ambidextrous mindset in which one cycles between a creation
approach of acting and a prediction approach of learning from the
data that are created during the action. Innovation occurs as entre-
preneurial leaders start small with the resources at hand and rapidly
create prototypes to generate new data and new ideas. They are able
to minimize risk by failing fast and cheaply, learning quickly, and rap-
idly changing directions when reality does not match assumptions.
Using their cognitively ambidextrous mindset, entrepreneurial leaders
experiment, succeed, fail, and learn.

The challenge is how to teach future entrepreneurial leaders to
be cognitively ambidextrous in their method of innovation. Stem-
ming from the aforementioned myths of innovation, some people
suggest that individuals can’t be taught to be innovative. By high-
lighting superstar innovators such as Steve Jobs of Apple, Bill Gates
of Microsoft, and Mark Zuckerberg of Facebook—all of whom have
incomplete formal educations—it is sometimes implied that formal
education may be detrimental to developing innovative capacities.
Not surprisingly, we don’t follow this argument. Instead the challenge
may be that too many formal education approaches teach students in
traditional ways that rely on lecturing about the innovation process
rather than experiencing it.

To develop entrepreneurial leaders, we as educators need to cre-
ate learning experiences that are based on a context and enable lead-
ers to practice the innovation method of the real world. We need to
consider moving away from a pedagogy focused on lecturing about a

prediction approach and pursue a pedagogy that enables students to
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experience both the prediction and creation approaches embedded in
all innovation.

In this chapter we describe courses we have developed to teach
entrepreneurial leaders to be cognitively ambidextrous in their
approach to innovation. We provide examples from diverse contexts
so that the reader can explore how these ideas can be taught to under-
graduates or to experienced managers who are trying to build a cul-
ture of innovation and entrepreneurial leadership. Although these
examples come from different realms of management education, they
are similar in that they rely on an experientially based pedagogy to

develop cognitive ambidexterity.

Defining Key Innovation Activities

Moset experts agree that despite differences in labeling, innovation

projects tend to involve three broad sets of nonsequential activities:
Recognizing an opportunity
Creating alternative options
Selecting and refining options

By focusing on these activities, one can recraft the teaching of
innovation to apply the principles of both creation and prediction
logics. In so doing entrepreneurial leaders are able to develop a more
accurate frame of cognitive ambidexterity that is needed to test and
shape innovative opportunities.

Recognizing an opportunity requires a serious effort to fully
understand the problem for which a solution is sought, including the
problem’s context and the stakeholders’ interests. It is important to
note that the focus of this activity is on understanding the problem
and not on creating the solution. The design community labels this
approach as developing deep empathy for the user and other relevant

stakeholders (Leonard and Rayport 1997).
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Entrepreneurial leaders will need to rely on their passion and
their discipline to explore the experience of users with an open
mind, as they will likely travel down many winding paths to develop
deep empathy.

As the Smartfood example shows, Meyer and Martin’s passion
propelled them to create their Tug-N-Tie bag; at the same time, their
passion and open minds enabled them to be open to pursuing the
Smartfood opportunity. In addition, developing this deep empathy
requires individuals to engage in a co-creation process as the relevant
stakeholders share their perspectives. Because empathy goes beyond
factual knowledge, the best—and perhaps only—path to its success-
ful development requires entrepreneurial leaders to directly encoun-
ter and try out the experiences of their customers. In the Smartfood
case, Meyer and Martin used their networks to consider diverse stake-
holders’ interests. It was out of one of these conversations that the
ideas materialized to focus on the popcorn and not the bag. Through
this co-creation process, entrepreneurial leaders learn to understand
the problem from multiple perspectives, a key issue that is discussed
in more detail later in this book.

The second key set of innovative activities is creating alternative
options. This involves the iterative application of creation and predic-
tion logics to arrive at a large number of potential solutions to increase
the probability of finding a good one (Terwiesch and Ulrich 2009).
Each idea generated is essentially an action that provides access to new
ideas and new information that may have not been considered before.
By learning from each idea, entrepreneurial leaders drive an iterative
process that reveals new options. As this description suggests, innova-
tive opportunities seldom arise through a prediction approach alone in
which entrepreneurial leaders weigh the costs and the benefits of each
option to select an optimal solution. Rather entrepreneurial leaders

take action, learn from the action, and use this knowledge to guide the
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next choice. By cycling between creation logic and prediction logic,
entrepreneurial leaders generate alternative solutions to a problem.

Meyer and Martin certainly used this approach as they developed
the Smartfood product. After deciding to focus on Smartfood, they
encountered numerous problems related to manufacturing and dis-
tribution. For example, an early manufacturing problem arose when
the coating of each popcorn kernel with oil and cheese was inconsis-
tent, which affected the taste (Kahn 1988). To solve this problem, these
entrepreneurial leaders experimented with the manufacturing pro-
cess. With each change they made, they learned from their action until
they eventually arrived at a new, improved manufacturing process that
yielded a more consistent cheese coating and taste. While technology
played a supporting role, learning from experience was central to the
solution (Kahn 1988).

The final set of activities of innovation involves selecting and
refining options. This begins with generating information about the
options. Prototyping—the early and rough testing of ideas and their
feasibility—is a preferred way to generate this information. The goal of
prototyping in early-stage development is not confirmation but explo-
ration. In other words ideas are tested until they break so that one can
learn about the ideas” potential and limits. Prototyping is essentially
creating experiments, taking action, and learning from the action to
guide future action. The results from early prototypes provide new
information about both the problem itself and the various options in
the associated solution space. Similar to empathy development, this
learning is best fostered through active experimentation. Prototyping
is the vehicle with which to test and assess the opportunities that the
creation logic helped generate.

The three sets of activities that underlie innovation parallel the
central elements of the creation approach of cognitive ambidexter-

ity. As we've designed courses in innovation, we have strengthened
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our pedagogy for teaching entrepreneurial leaders to apply a creation
approach to innovation. In the following section, we provide examples
from both undergraduate and executive education courses to high-
light how we help entrepreneurial leaders develop their capacity to

engage in a creation approach to innovation.

Teaching a Creation
Approach to Innovation

We have found that experiential learning, and the active engagement
of the student in the learning experience, is the most-effective method
for enabling students to connect creation logic and innovation. There
are two major dimensions to consider in building experiential learn-
ing in innovation. First, the team assigned to any innovation learn-
ing activity is critical. Many modern technologies require participants
with different multidisciplinary competencies. In addition to skill
diversity, trust and psychological safety are essential if team mem-
bers are to embrace open experimentation, including the possibility
of failure (Edmondson and Nembhard 2009). Second, the choices of
type, scope, and context of the learning project are important. The
innovation project should stretch the team to explore unconsidered
possibilities, but at the same time it should not represent an impos-
sible goal. In line with an appropriate project scope choice, the project
context should support the project and the team but not remove all
constraints—which are sometimes the source of innovative ideas.
The following discussion highlights how we manage these aspects

of experiential learning in our innovation courses.
Creation Logic in Undergraduate Product
Design and Development Course

One of the novel ways that we introduce a creation orientation to

innovation is in an interdisciplinary undergraduate course in Product
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Design and Development. This one-semester course combines stu-
dents and faculty across three different disciplines and three sepa-
rate schools: business (Babson College), engineering (Olin College of
Engineering), and industrial design (Rhode Island School of Design).
Working in interdisciplinary teams, students experience the process
of product development, from opportunity recognition to prototype
construction to economic and environmental analyses of the pro-
posed solution.

With action and experience as major learning modes of the
course, teams work on semester-long projects, learning about users
and markets, creating novel ideas, and developing and refining proto-
types. The course unfolds as the faculty introduce tools and methods
in brief lectures, in-class exercises and discussions, and studio-style
work. Throughout the course, testing, experimentation, and learning
from failure are experienced as key pieces of the product development
cycle. Using $500 maximum seed money, past student project teams
have developed a wide variety of innovative products, including new
public water fountains, intelligent energy-saving power extension
cords, innovative travel luggage, and solutions to prevent road acci-
dents involving pedestrians and automobiles.

One of the ways we highlight a creation orientation to innovation
is by teaching students to work within the team and with other stake-
holders. The complexity of today’s unknowable problems requires a
multidisciplinary perspective. The impact on learning from work-
ing in multidisciplinary teams can be significant (Hey et al. 2007).
At the same time, collaboration across disciplines can be difficult, as
each participant has developed his or her own language, values, and
incentives. The socialization of professional occupations is remarkably
strong, even for students in institutions of higher learning (Ettlie 2002,
2007). Thus having students from different disciplines (such as busi-
ness, engineering, and industrial design) working together on a proj-

ect introduces them to the challenges of co-creating with stakeholders
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who have differing perspectives. The type of team composition is simi-
lar to the real-world innovation teams that students will experience
when they graduate.

One of the interesting ways in which students experience the
dynamics of collaboration when using a creation approach arises
from how the teams assign tasks to different individuals. Some teams
decide early on that team members will work on problems best suited
to their skill sets. Other teams choose the opposite approach, where
team members volunteer for tasks to develop a new skill. In the latter
cases, students tend to teach and share their specialized knowledge,
and overall these teams approach their projects more holistically.
Although our data set is small, it appears that the latter approach leads
to better project outcomes and higher levels of satisfaction among the
team members. Students from teams in which peer-to-peer teach-
ing was largely absent tended to voice disappointment in debriefing
sessions about the unwillingness of some of their teammates to share
their knowledge.

Such interdisciplinary teams enable students to learn about a
number of elements of collaborative creation. First, course partici-
pants are alerted to the different approach to selecting team mem-
bers when engaging a creation orientation to innovation. Rather than
selecting team members for specific roles, members are chosen based
on their knowledge and skill set; and if smart choices are made, roles
will emerge out of these skill sets. By not committing individuals to
particular roles, teams achieve greater knowledge cross-pollination,
which supports a creation approach. Second, students come to under-
stand the importance of treating all individuals as co-creators rather
than as competitors, which is consistent with a creation orientation in
innovation. Through this collaborative approach to creation, entrepre-
neurial leaders are able to more widely leverage others’ knowledge and

skills to guide action.
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Encouraging collaborative creation and mutual teaching within
teams is one of the major elements we are developing. We emphasize
the importance of trust in building relationships. For example, the
very first assignment we introduce is an exercise that has nothing to
do with the project directly: students on the same team are assigned
to learn about one another. We have found that this approach not only
highlights the importance of interpersonal trust on teams but actually
begins to build it. In addition, we have integrated a brief lecture and
an associated exercise on team dynamics early in the course. We find it
important to provide ongoing coaching to monitor the team’s internal
dynamics and to build students’ understanding of partnerships. While
this approach is resource intensive, it is worthwhile because it improves
participants’ learning of this central element of the creation approach.

With regard to project and team formation, a core theme is that
passion helps inform the creation approach, although passion can
emerge in different ways. For example, in our first year of teaching this
course, we had each student submit 10 ideas to the teaching team and
describe his or her best idea to the class in a one-minute presentation.
We then used student preferences as the main factor to simultaneously
select projects and assign students into teams. We were following the
rationale that intrinsic motivation is a key element for effort, creativ-
ity, and ultimately high performance (Amabile 1997). In addition, we
wanted students to feel some passion for their innovation so that we
could explore the importance of passion to the creation approach.

We found, however, that students’ preference patterns tended to
differ by school association. To create multidisciplinary teams, fewer
students got their preferred project choice. The constraint of creat-
ing multidisciplinary teams superseded our ability to connect each
student with his or her passion. The following year we flipped the
sequence of problem presentation and team formation; that is, we

first created interdisciplinary teams and then had students identify
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and develop opportunities. Most teams developed substantial passion
for their own project. With this method we were able to demonstrate
how one student’s passion, like most positive emotions, is contagious
and can get others more engaged with a project. In addition, we can
demonstrate to students how different levels of passion can affect the
action taken. As such we too have learned from our action.

For the semester project, we engage participants in three sets
of innovation activities—recognizing an opportunity, creating alter-
native options, and selecting and refining options—and ask them to
practice prediction and creation logics throughout, thus developing
their cognitive ambidexterity.

For example, in introducing the activities associated with recog-
nizing an opportunity, we both enable students to learn from action
and instruct them in the tools and the techniques they need to suc-
cessfully navigate the product design and development process. The
faculty might introduce user-oriented techniques such as ethnogra-
phy, and the teams then redefine their paths based on what they find
during their ethnographic research. Through the application of both
creation and prediction logics, a team takes action, planning and gen-
erating its next steps. For instance, one team followed this process as
they focused on water fountain construction. Through discussions
with consumers on how they approach alternative water sources such
as bottled water, as well as observational research, including video
analysis, this team developed insights regarding water fountains. A
substantial portion of their learning came through extensive interac-
tions with key stakeholders. These stakeholders co-created the team’s
definition of the opportunity. As the team developed their deep under-
standing of how individuals used water fountains, they recognized the
opportunities for improvements relative to existing water fountains, in
terms of both functionality and appearance.

Creation logic orientation also occurs as participants create alter-

native options. In connecting creation logic to activities associated
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with generating options, we discuss extensively the importance of
experimentation and learning from your actions. While we highlight
that learning from failure is part of this, we find that true understand-
ing comes only from experience.

For example, a team that focused on preventing road accidents
involving pedestrians and automobiles was initially exploring ways
to prevent pedestrians from stepping into traffic by installing barri-
ers. Following creation logic, this team met with pedestrians, drivers,
city planners, and police to examine the feasibility of their idea. They
learned that barriers, even visually attractive ones, are not appropri-
ate for many situations. When the team recognized the problems with
their idea, they initially reacted to the experience as a failure. Through
discussions and problem reframing, however, we helped the students
understand the importance of experimenting and learning from their
action. This learning, even about the problems of their initial idea,
led to the subsequent design of a device that did not constrain pedes-
trians’ movements but rather increased their awareness of potential
danger from approaching vehicles.

In the third set of activities, selecting and refining options, we
have found prototyping to be an ideal means of introducing the prin-
ciples of creation logic. When prototyping, students often need to con-
sider the range of skills and knowledge within their team and identify
prototyping options that are feasible given the available skills and
resources. This discussion highlights how different options are avail-
able based on the combination of individuals on each team.

For example, course participants often need access to workshops
to build models and prototypes. Because most university workshops
have strict rules limiting the use of the space and the machinery to their
own students, and usually only to students who have extra training,
different students may have access to different resources. This expe-

rience facilitates learning about heterogeneous access to resources, a
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common challenge for innovation teams. Course participants learn
how to assemble the skills available to the team into something larger
than the sum of its parts and to enlist key stakeholders to supplement
the team’s skills. In this way students learn the function of self- and
social awareness—of who I am and whom I know—when employing
creation logic.

Course participants also learn the Smartfood lesson of how
action leads to solutions that could not be predicted in a class discus-
sion. For example, during the process of building a functional water
fountain prototype that allowed the team to vary water pressure, the
team noticed that they could create a water arc that made refilling
water bottles significantly easier. By experimenting and learning from
their actions and being open to new possibilities, this team solved the
more challenging problem of creating water fountains that can be used
to refill water bottles as well as to provide sips of water.

In sum we view our Product Design and Development course—
an experiential approach to teaching how to innovate—as an inno-
vation project itself. Through this experiential course, participants
develop their confidence with engaging creation and prediction logics.
From the start (recognizing an opportunity) to the end (prototyping)
participants learn about the value of taking action that is rooted in an
understanding of who you are, whom you know and have access to, and
the general context. Participants learn that action gives them access to
new data and new stakeholders and that this information enables fur-
ther refinement of actions to arrive at an innovative opportunity.

With its focus on developing entrepreneurial leaders’ cogni-
tive ambidexterity, this course is itself a prototype that we continue
to experiment with to find better solutions to the various challenges.
That said, the course has established itself as a successful, interdisci-
plinary method of developing entrepreneurial leaders’ cognitive ambi-

dexterity (Fixson 2009).
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A Creation Orientation to
Innovation in Executive Education

Today’s Fortune 1000 executives and managers are very comfortable
with and adept at managing complicated problems with a good deal of
uncertainty. Using their business school training as well as their work
experience, managers tend to approach the future through traditional
strategic planning techniques—such as SWOT (strengths, weaknesses,
opportunities, and threats), STEP (social, technological, economic,
and political), and value chain analyses—that tap existing knowledge
to take action. Executives approach the future by performing environ-
mental scanning and analysis, followed by setting a strategy. Next they
put in place a project plan to execute the strategy, using milestones,
trend lines, and key performance indicators to allocate budgets. When
performance does not meet projections, executives spend money and
energy to get performance back to the trend line.

Innovation is often about dealing with “unknown unknowns,”
however, and existing knowledge can be grossly inadequate in such
situations, leading to faulty predictions of the future. In unknowable
contexts a firm has to learn through “experience,” uncovering the
salient variables through creation logic. Such experiential learning can
take several forms.

As children we learn by imitating others and by playing and
experimenting: what will happen if I do this? Most importantly,
because children are not afraid to fail, they are able to acquire several
skills much faster than adults, such as learning a language. On our
way through adolescence, most of us stop playing to avoid embarrass-
ment when failure occurs. In the workplace we instead imitate our
leaders, peers, and competitors. Thus to teach entrepreneurial leaders
to deal with unknown unknowns, we have to find a good substitute for
childhood play. As managers and leaders, we learn when we have an
unforgettable experience—a surprise success, an unexpected failure, a

provocation, or a jolt to our day-to-day existence.
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Yet applying creation logic to innovation projects within firms is
only now becoming mainstream. In a recent Babson Executive Educa-
tion survey sample of global executives, 51 percent said that experimen-
tation is now their organization’s preferred approach to understanding
and acting on potential opportunity (Wilson and Desouza 2010).
Although scientists and engineers have been much more comfort-
able with this logic and practice, most business majors, managers, and
executives are either unaware of this approach or apprehensive about
it. As discussed, the predominant focus of management training and
the prevalence of yearly strategic planning exercises have marginal-
ized creation logic, especially within large enterprises.

At Babson Executive Education, when we deliver innovation
programs for firms, we deliberately teach a creation approach through
the use of games, experiments, simulations, and action-learning proj-
ects. Some of the following innovative experiential pedagogies were

developed by our colleagues at Babson:

TechMark. In this simulation, developed by Robert Eng, partic-
ipants face unexpected internal and market variables that affect
the overall performance of an organization. The game is played
in several rounds, requiring participants to reflect on their deci-

sions and make changes dynamically.

Mount Everest. This is a game in which participants learn to act
with a limited amount of information while also managing new

and unexpected variables appearing in the environment.

The Spaghetti Game. Participant teams navigate high levels
of uncertainty with either a creation or a prediction approach.
Teams that pursue a creation approach, for instance through
rapid prototyping, usually win; whereas those that pursue
predictive planning for a longer period of time usually fail.

The game illustrates how taking action before analysis (rapid
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prototyping) can uncover unknown obstacles and opportunities

much faster.

First Service. This exercise helps participants test innovation
decisions in business environments defined by high levels of

service complexity.

These simulations and classroom games do involve some analysis
and predictive logic. Yet the predominant focus is on the experiential

process and action-based learning. The goals here are threefold:

To educate the executives about the existence of the creation

logic concept

To expose them to the lingua franca—the concepts of tools—of

creation logic and innovation

To get them to use creation logic in their own firm’s innovation

projects

A few key elements of these program designs are central to teach-
ing executives how to engage cognitive ambidexterity.

First, executives usually participate in our innovation programs
in teams. By design the teams tend to be hierarchy-neutral and skill-
neutral, putting all members on a level playing field that may not exist
in their regular work environment. Such parity introduces unseen
dynamics within the team, including new forms of collaboration and
decision-making, especially when teams compete against one another.

Second, by putting teams into unique and novel situations, we
force them to break out of their traditional thinking patterns and be
exposed to a different set of skills. As a consequence participants find
themselves in unfamiliar situations, which jolts them into a state of
alertness and openness to learning. In addition these simulations and
games involve the task of uncovering hidden variables through experi-

mentation, rapid prototyping, and making mistakes. Thus participants
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develop the key skills of being able to reflect on what, why, and how
failures occur.

Third, most of the simulations and games are played in several
rounds, creating opportunity to pause after each round for reflection
on consequences of decisions and actions. Hence participants enter
into subsequent rounds with new knowledge and new data to inform
future actions.

Well-designed simulations and games—those that have unknown
unknowns—help participants practice both creation and prediction
logics in alternating fashion and identify and exploit innate and other-
wise dormant entrepreneurial traits and leadership skills. The ultimate
goal in our approach to executive education is to help entrepreneurial
leaders more effectively lead innovation projects within their organi-
zations. Hence we integrate real projects from the organization into
our educational programs.

The most effective organizations apply these lessons to start sev-
eral small projects with the resources they have on hand. They estab-
lish proof of concept via quick feedback loops between the voice of
demand (customer) and the voice of supply (technology). They mini-
mize risk by failing fast and cheaply and learning quickly. They acquire
resources and assets to scale only when some success materializes or a

proof of concept is established. This is creation logic in action.

Conclusion

This chapter shows how the opportunity for teaching entrepreneur-
ial leaders to facilitate innovation lies in developing cognitive ambi-
dexterity. Through employing both creation and prediction logics,
entrepreneurial leaders have a greater ability to successfully lead the
innovations that their organizations need to survive. Creation logic
and prediction logic are intertwined approaches that shape opportu-
nity through action that generates data, predictive analysis of the data,

and further action.
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In introducing cognitive ambidexterity in the context of innova-
tion, faculty must rely on experiential methods in which students have
the opportunity to engage in the innovation method. Through these
types of exercises, they develop their own skills with using a cogni-

tively ambidextrous approach.
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CHAPTER 3

Prediction Logic:
Analytics for
Entrepreneurial Thinking

Tom Davenport and Julian Lange

CREATIVITY AND ACTION, TWO CONCEPTS DETAILED IN THE FIRST
two chapters, are more frequently associated with entrepreneurial
leadership than are terms like prediction, analytical, and quantitative.
As discussed in chapter 2, the popular myth assumes that entrepre-
neurs have a vision for a new product or service and are determined
to carry it out despite any obstacles. The image of an intrepid entre-
preneurial leader in a garage seldom includes printouts of regression
models or chi square statistics.

Such myths do have some logical underpinnings. Analytical and
data-based approaches were often not available to founders of startups.
First, startups did not have the history of operations that is required
to accumulate sufficient data for analysis. In addition, entrepreneurs
in early-stage firms may have lacked the financial, technological, and
human resources to perform extensive quantitative analyses. Analyti-
cal hardware and software and skilled people may well have been too
expensive to acquire outside of large organizations. In the past analyt-
ics clearly weren't easy for small new firms to engage. These impres-
sions have some support in academic research (see Sarasvathy 2001).

However, we argue that similar to the misconceptions about

entrepreneurs discussed in the previous chapters, neither popular
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conceptions nor limited academic research is sufficient to conclude
that analytical thinking has no place in entrepreneurial leadership.
As implied by the focus on cognitive ambidexterity in chapter 1, the
prediction approach suggests that analytical and quantitative practices
should be in every entrepreneurial leader’s toolkit and that entrepre-
neurial leaders should be confident in using them. In short we believe
that prediction logic, analytics, causal logic, and the scientific method
have strong roles in the creation of social and economic opportunity.

Numerous points support the growing importance of prediction
logic to entrepreneurial leaders. First, many real-world leaders coun-
ter the popular stereotype of non-analytical entrepreneurial leaders.
For example, a recent New Yorker article by Malcolm Gladwell (2010)
argues that many entrepreneurs employ rigorous analysis to minimize
the risk of their entrepreneurial ventures. In addition, many success-
ful entrepreneurial leaders engage analytics as a core capability of
their startups; these include Sergey Brin and Larry Page of Google,
Jeff Bezos of Amazon.com, Michael Bloomberg of Bloomberg LP, and
Reed Hastings of Netflix. Like many analytically oriented entrepre-
neurial leaders, these individuals see the potential in using analytics
not only to differentiate their business models but also to create inno-
vations for customers.

Second, there are many data-intensive industries, including
financial services, retail, and online commerce, in which success
would be difficult for any entrepreneurial leader unable to analyze
data and make quantitatively based decisions. Finally, we believe that
the barriers to the use of analytical tools by entrepreneurial leaders
have decreased dramatically over the past several years. We discuss
each of these factors in greater detail in this chapter.

These factors further support our perspective that entrepreneur-
ial leaders in startups and smaller firms must use not only creation
logic but also prediction logic as they pursue growth. And indeed

many seem to be doing so already. For example, in a recent Babson
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Fewer than 100 employees 35.05% 64.95%

100 to 999 employees 52.27% 47.73%

0% 20% 40% 60% 80% 100%

Survey choice:
Please choose the statement that more closely
describes the way your organization thinks and acts. M We try to create the future.

We try to predict the future.

Exhibit 3.1 Predictive orientation versus creation orientation as
related to firm size

Executive Education analysis of 622 companies, we found that more
than 35 percent of small ventures (with fewer than 100 employees)
have a predictive orientation. That percentage grows to more than
52 percent in firms with 100 to 999 employees, many of which are led

by their founders (see exhibit 3.1).

The Logic of Analytics and
Entrepreneurial Leadership

While not all analytical approaches are appropriate at all times for
entrepreneurial leaders, there are some approaches that fit. For exam-
ple, randomized testing, which we sometimes refer to as reactive ana-
Iytics (to contrast with the predictive type), involves testing various
ideas to see which work better in practice. This analytical approach
involves rigorous statistical comparison of randomly assigned test and
control groups. It is commonly used in testing the value of market-

ing promotions, changes to stores and branches, alternative web page
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designs, and a variety of other business improvements. Without the
rigor involved in randomized testing, it is impossible to know whether
an intervention actually produces the desired change or whether ran-
dom variations are occurring.

These methods are particularly useful in conjunction with cre-
ation logic. After an entrepreneurial leader has taken action, he or she
can employ these prediction-oriented techniques to evaluate actions
and guide future decisions. This continuous cycle of doing and learn-
ing defines entrepreneurial leadership. Here's how Joshua Herzig-
Marx, a recent MBA graduate and an entrepreneur of a data-oriented

business, describes his approach:

Testing and learning requires two things we determined early on.
One is that it has to be easy enough that we can run a lot of tests.
The second thing is that it has to be easy enough that you can
learn quickly about what is working and what isn’'t. Testing and
learning is really about the ability to turn dials quickly and create
an ability to see what happened. We use a random control group
for directional measurement. In everything we do, in every pro-
motion we run, we try to design a hypothesis-driven test.

Entrepreneurial leaders need to consider when in the entrepre-
neurial life cycle is it most conducive to use analytics and when is it
not. The earliest stages of product and service development—some-
times referred to as the “fuzzy front end” of the process—typically
do not yield much data and are more appropriate for engaging cre-
ation logic. At this stage potential customers of new products may be
of limited value in specifying what they need. As business conditions
become more unknowable, entrepreneurial leaders may have to rely
more on creation logic, expertise within their personal and profes-
sional networks, and small-scale testing to calibrate demand. Once
action is taken and some data are gathered, a prediction approach
based on employing analytics can be useful for assessing the action

and using this new data to guide future actions.
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For example, Alessi, a well-known Italian design studio, develops
new product designs by first conceptualizing the product using cre-
ative and intuitive design logic and then testing it using an analytical

approach. Alberto Alessi, the head of this family business, notes:

We have a very helpful tool that we call, ironically, “the formula”
It's a mathematical model that we use once we have a well-done
prototype. Not the first or the second prototype, but from the
third one on. The purpose of the formula is to understand what
the reaction of our final customers could be toward this new
product and what the product’s life could be should we decide to
start production (Capozzi and Simpson 2009).

The quantitative formula, which was derived from an analysis of
300 design projects at Alessi, assesses such factors as sensory appeal,
ease of use by customers, function, and price. Alberto Alessi states
that the formula is an excellent predictor of sales for familiar product

categories but that it must be “tuned” for new categories.

Learning from Analytical Industries

In some industries entrepreneurial leaders are almost compelled to
use analytics to make decisions. These industries tend to involve large
numbers of consumers, large volumes of transactions, and hence large
amounts of data. The only way to know customer preferences and
behaviors, determine the success of new products, and monitor opera-
tions is to use and analyze data.

In financial services, for example, data are usually plentiful; and
because money is generally an undifferentiated product, analytics is
a good way to select assets, forecast values, and make automated and
semi-automated decisions. Many recent financial entrepreneurial
leaders established hedge funds in the past couple of decades because
of the relative freedom from regulation and the potential outsized

returns. Hedge funds often employ quantitative strategies for asset
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management and trading. For example, one of the most successful
hedge funds ever, Paulson and Co. (founded by John Paulson), based
many of its gains on an initial intuition that housing prices might
decline, which would offer opportunities for shorting investment
assets linked to housing prices and mortgage repayments. A quotation
from a book about the firm and its activities describes the analytical

approach:

They crunched the numbers, tinkered with logarithms and logis-
tic functions, and ran different scenarios, trying to figure out
what would happen if housing prices stopped rising. Their find-
ings seemed surprising: Even if prices just flatlined, homeown-
ers would feel so much financial pressure that it would result in
losses of 7 percent of the value of a typical pool of subprime mort-
gages. And if home prices fell 5 percent, it would lead to losses as
high as 17 percent (Zuckerman 2010).

Other industries are similarly data-rich and analysis-intensive.
For example, we recently surveyed analytical applications and trends
in the retail industry (Davenport 2009). The results indicate 18 well-
established trends in retail analytics, including analytical applications,
organizational trends, and strategic initiatives. Some of the analyti-
cal applications include assortment optimization, customer-driven
marketing, fraud detection, integrated forecasting, and localization.
In addition, we found five more emerging analytical trends, such as
real-time offers and video analytics. Given so many options, the great-
est difficulty for analytics in retail is often deciding which capability to
build first.

Although the most aggressive users of retail analytics are large
chain retailers, it would be difficult for entrepreneurial leaders in this
industry to compete without some level of prediction logic and analyt-
ical capability. Small emerging retailers have, for example, made effec-

tive use of loyalty cards and the data derived from them. Leveraging
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analytics and prediction logic also provides emerging firms with a way
to help larger retailers and product vendors solve problems for which
they previously had no data. For example, Joshua Herzig-Marx’s
company, Incentive Targeting, has used analytics to gather new and
unusual data on retail grocery customers. Herzig-Marx’s firm is able
to provide clients and product vendors with data-driven answers to

questions about customers and innovation:

We get asked all the time, “What else do people who buy my prod-
uct buy?” Or, “If a customer bought my product last month, how
many of them are going to buy again next month?” Another sort
of question companies ask about is whether they should extend a
product category like “organic” For instance, a common type of
question is “Are new parents who buy a lot of organic products
more likely to respond to an offer for organic diapers?”

Online retailers and e-commerce sites have even more data avail-
able to them than do brick-and-mortar stores. Each visit to a website
generates a large amount of data on the number of unique visitors,
time spent on the site, click-throughs, and conversion rates. By lever-
aging prediction logic to analyze these data, entrepreneurial leaders
can design their sites, test changes, and present customized offers to
customers based on previous behavior. Through the use of these dif-
ferent types of analytics, entrepreneurial leaders can use prediction

logic to analyze data and create opportunity.

Decreasing Barriers to Analytics
for Entrepreneurial Leaders

Beyond the growing business value of analytics, the other advantage
is that entrepreneurial leaders can more easily embrace analytical
approaches as the barriers to their use steadily erode. Analytics used
to require large information technology (IT) organizations, massive

data warehouses full of proprietary transaction data, costly software
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and hardware, and expensive PhD analysts. Most, if not all, of these
barriers, however, are now smaller or nonexistent.

Data, for example, are available from a variety of public sources
(sometimes for free), and it’s very easy to generate and capture online
data no matter how small the organization or department. Analy-
sis tools are also more readily available. Just as many students learn
analytics in part through spreadsheets, the same technology sits on
every entrepreneurial leader’s computer. Microsoft Excel is still the
most common analytical tool, and the latest version can handle more
than a million rows of data while generating a variety of statistical and
optimization analyses. For analyses of web data, the most common
web analytics tool, Google Analytics, is free. More-powerful analyti-
cal software is increasingly available on a software-as-a-service basis,
where you can buy software “by the drink” rather than acquire an
entire package. Even developing one’s own analytical tools is becom-
ing cheaper with open-source software and rapid application proto-
typing approaches.

Analytical services are rarely free, but the options for acquiring
them are proliferating and costs are declining. Individuals with MBAs
can perform detailed analyses, and even those with PhDs in statis-
tics are available on an outsourcing basis from low-cost India-based
firms. There is no reason why entrepreneurial leaders cannot make

use of analytics.

Teaching Entrepreneurial
Leaders to Engage Analytics

Because cognitive ambidexterity requires entrepreneurial leaders to
be proficient with both creation and prediction logics, we require all
of our business programs to include substantial analytical course-
work. In our degree programs, all students have required prediction
logic courses and are able to take many other prediction logic elec-

tive courses. The pedagogy that underlies these courses helps students
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develop prediction logic and demonstrates the connection between
the prediction and creation approaches.

At the most basic level, in introducing students to prediction
logic we teach them a range of quantitative tools. We also teach stu-
dents about the importance of in-context interpretation and com-
municating results. Students learn to select analytical tools and the
implications these choices have for future action based on creation
logic. In this way students learn how they can build from prediction
logic and analytical understanding to communicate with and gen-
erate interest in others who may be involved in subsequent actions.
For more-experienced students, particularly at the graduate level,
our pedagogy regarding prediction logic is based on cross-functional
integration. Analytical courses are taught as integrated modules with
other business functions and skills. Students learn how analytics are
fundamentally linked to the decisions they make as they pursue social
and economic opportunity.

As discussed in chapter 2, we rely heavily on experiential learn-
ing to teach prediction logic. Experiential learning enables students
to see and feel the impact that different analytical tools have on the
actions they take and how gathering different data can lead to differ-
ent outcomes. The following examples show how students are intro-
duced to the use of analytics in courses that are focused on starting
and growing companies, rather than in courses designed to teach the
analytical tools themselves. In this way, through learning by doing,
students observe firsthand the power of combining an analytical (pre-

diction) approach and a creation approach to pursue opportunities.

Prediction Logic in a Venture

Growth Strategies Program

One of our core entrepreneurship courses is Venture Growth Strate-
gies. It is offered in two separate versions, one for undergraduates and

one for MBA students; each section is appropriate to the skills and the
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needs of the student cohort. This course focuses on the opportunities
and the challenges of managing growth in entrepreneurial settings,
either in an individual company or as a part of a larger corporation.
Growth is the ultimate resource constrainer, stretching all systems in
a company to the limit and often beyond. Consequently, the course
emphasizes management “at the limit” of what students may have
already learned in other functional courses. Budding entrepreneurial
leaders are introduced to a series of frameworks, analytical skills and
techniques, and decision-making tools that they can use in growing
entrepreneurial businesses.

To teach prediction logic, we rely on non-traditional, experien-
tial learning methods as well as more-traditional case-based methods.
Some classroom meetings include discussions of traditional cases and
readings describing growth-related issues. Guest speakers, includ-
ing entrepreneurial leaders in high-growth firms, provide additional
perspective.

What makes the course different from more-traditional courses
is that a central module revolves around a sophisticated international
simulation exercise in which student teams build and grow virtual
businesses and compete with one another in a high-growth environ-
ment. The teams start with a clean slate in planning their strategies,
and, equally important, the simulation is extremely responsive to the
different strategies undertaken by the participating teams. This pro-
vides students with a dynamic learning experience that reflects real-
world conditions and outcomes.

During the simulation each student team is asked to manage the
growth of a multiproduct company, with products ranging from a sin-
gle, undifferentiated, imported product to a portfolio of highly differ-
entiated products. Management decisions involve strategy, marketing,
finance, production, technology, R&D, and other functional areas. The

course thus provides students with an opportunity to apply functional
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skills they have learned in other courses to build a growing company
in a highly competitive, rapidly changing environment.

A key learning component of the simulation is the use of ana-
lytics to support decision-making. The simulation software provides
students with data on market share, pricing, profitability, fixed and
variable costs, return on investment (ROI), and other important per-
formance measures. Students use these data as a component of their
decision-making and observe the results of their decisions. They are
also able to purchase additional market research data on competitors’
results. In this way students are introduced to the use of analytics in
making and adjusting decisions and strategies over time.

Learning is further reinforced by having students prepare a term
paper on a high-growth company facing a growth crisis. Students
apply course concepts and tools learned in the simulation to the analy-
sis of the growth crisis, the generation of alternative courses of action,
and the selection and the justification of their recommendation for
how the company should proceed.

The traditional cases in this course also illustrate the use of ana-
lytics by entrepreneurs who are building companies. As mentioned
earlier, while some companies and industries lend themselves to the
use of analytics, we believe that all companies can benefit from a pre-
diction/analytical approach in conjunction with a creation approach.
Two of the cases used in the Venture Growth Strategies course illus-
trate this principle: Patio Rooms of America (Bygrave 1999) and Matt
Coffin (Bygrave 2006). These cases describe the distinctive methods
used by two management degree recipients in building their compa-
nies, and in both cases analytics are a key component of success.

Patio Rooms of America illustrates MBA graduate John Esler’s use
of both prediction analytics and creation to build a new organization.
The case outlines the process Esler follows in starting and growing
a company that constructs patio room additions to existing houses

in the New England area. Patio Rooms describes Esler’s handling of
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a variety of issues facing the company, including marketing, sales,
operations, finance, and planning. The particular applicability of the
Patio Rooms case stems from its illustration of Esler’s use of analytics
in sales, marketing, and operations. Despite the fact that Esler’s busi-
ness is at a very early stage, he insists on the development and the use
of metrics. He devises systems to collect and analyze data relating to
lead generation, closing sales, pricing, capacity utilization, efficiency,
cash flow, profitability, and employee performance. He continuously
monitors the business’s success factors and adjusts his strategy and
tactics based on the actual results.

The Matt Coffin case describes the creation of a highly successful
Internet-based business. The case traces serial entrepreneur Matt Cof-
fin’s journey from Babson’s undergraduate program through a variety
of entrepreneurial ventures to the ultimate creation of his company
Lowermybills.com. The case illustrates the interaction among Coffin’s
engagement of creation logic, his desire to create social opportunity
by helping people lower their monthly bills, and his use of analyt-
ics in areas ranging from website design to advertising placement to
employee motivation.

A key lesson from the juxtaposition of the two cases is that the
use of analytics can be a crucial component in the success of tradi-
tional bricks-and-mortar businesses that don’t easily lend themselves
to the collection and the analysis of data as well as in the success of
Internet-based businesses, which generate large amounts of readily

available real-time data.

Prediction Logic in an Entrepreneurship Track

A second example of an entrepreneurship course that uses experiential
learning and analytics is the Entrepreneurship Intensity Track. This is
an elective course for graduate students who intend to start an entre-
preneurial endeavor directly after graduation. To apply for the course,

students must have a complete business plan and must successfully
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navigate through two screenings. The first consists of interviews with
entrepreneurship faculty members; the second entails a presentation
that attracts an experienced mentor who is willing to work with the
student throughout the semester. The class is structured such that par-
ticipants spend the majority of their time in the field, meeting with
potential customers, developing their network of individuals who will
help create the opportunity, obtaining product prototypes, and build-
ing their entrepreneurial teams.

What is unique about this course is that at this stage of the entre-
preneurial process, students are more likely to apply creation logic in
their approach. The course focuses students’ attention on the impor-
tance of engaging prediction logic even at this early stage of a startup
venture. Students use analytics in varying degrees of sophistication,
depending on the nature of the particular business. Some businesses
such as Internet-based enterprises lend themselves more readily to
analytics. The design of websites, the analysis of customer behaviors
and reactions to alternative offerings related to pricing, product pre-
sentation, and, as mentioned earlier, the availability of reasonably
priced (or even free) analytical tools—all make it easy for students to
understand the use of analytics in their decision-making.

Increasingly, students are also recognizing the importance of
analytics and prediction logic in more-traditional startup contexts.
For example, Internet-based market survey tools make it possible
for entrepreneurial leaders to obtain useful data to assess and guide
intuitive hypotheses concerning customers and product offerings.
The analysis of such data can guide their future actions and creation
approach as they connect with customers to build a robust market
entry strategy. Similar data can be obtained regarding supply-chain
actors and other crucial elements in building a new venture. Perhaps
the most important learning is seeing firsthand the interplay of cre-

ation and prediction logics though hypothesis formulation, conduct-
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ing small-scale tests that allow for analysis of market feedback, and
more-effective action.

Students are encouraged to develop and use two unique analyti-
cal tools: planning timelines and dashboard techniques. At the outset
of the course, students create timelines that detail and prioritize the
important milestones that they intend to achieve during the semester,
leading to the establishment of their businesses. Additionally, instruc-
tors call upon all students to make individual dashboard presentations
enumerating the metrics and the data that they have chosen to inform
their decisions about midcourse corrections. Depending on the par-
ticular business, data may be more or less difficult to obtain. None-
theless all course participants are aware of the necessity of choosing
factors they must measure, determining how they will obtain the data,
and anticipating how they will use the data to make decisions and
adjust their strategies.

These courses and techniques represent a work in progress. They
provide examples of some ways in which students can gain insight into
how to combine prediction and creation approaches in the develop-

ment and the implementation of entrepreneurial thought and action.

Conclusion

In this chapter we highlight the importance that analytics, a mode of
prediction logic, plays as a complement to creation logic for entrepre-
neurial leaders of startup endeavors. For these leaders, building social
networks for funding and expertise, building opportunities based on
whom you know, and selective risk-taking—all affect the success of a
new venture. As our entire society becomes more reliant on data and
analysis, however, entrepreneurial leaders also need to do the same.
Indeed it is difficult to imagine that an entrepreneurial leader could
ultimately succeed in several data-intensive industries without an ana-

lytical orientation from the outset. Through a number of examples of
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prediction logic courses, we have illustrated how management educa-
tors can frame courses that enable entrepreneurial leaders to develop

cognitive ambidexterity.
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CHAPTER 4

SEERS: Defining Social,
Environmental, and
Economic Responsibility
and Sustainability

IN 2003 ROBERT CHATWANI, A MARKETING EXECUTIVE AT EBAy,
was traveling to India with his family. As he visited open-air mar-
kets, he kept hearing from local craftspeople that they wanted to find
ways to access more shoppers and bigger markets. With more buy-
ers, these artisans could create more opportunity for themselves,
their families, and their communities (Kiser 2010). When he returned
home, Chatwani experimented with selling artisan products from
India on eBay. He sourced $700 worth of Indian jewelry, which he
then sold on eBay for $1,200. After his experiment Chatwani went to
then-CEO Meg Whitman, eBay founder Pierre Omidyar, and other
key players to secure their support to engage the eBay platform to help
craftspeople in developing countries reach buyers in developed coun-
tries. With their cooperation, he started gathering data to understand
the market and the opportunity.

Chatwani’s big break came in 2005, when a mutual friend intro-
duced him to Priya Haji, a social entrepreneur who had founded an
organization called World of Good, which was bringing fair-trade

and ethically sourced products to market (Kamenetz 2008). Chatwani
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and Haji created a strategic partnership between eBay and World of
Good and launched the new business WorldofGood.com. Their pas-
sion, skilled relationship building, and cognitive ambidexterity helped
them create what is now the world’s largest multiseller marketplace for
socially and environmentally responsible products (Kiser 2010).

In propelling eBay into this new social and economic opportunity,
Chatwani was clearly using a different approach to decision-making.
Using creation logic, he relied on his understanding of himself and his
networks, in and outside of eBay, to create the opportunity. He also
relied on an understanding of the context and of eBay’s culture to sup-
port his efforts. Omidyar had built eBay on the principle that individ-
uals throughout the world are connected by their fundamental desire
to pursue opportunities and that those opportunities can be a force for
good (Root 2009). While eBay had empowered millions of people to
become entrepreneurs, it hadn’t yet expanded the model to develop-
ing countries. Starting WorldofGood.com was simply an extension of
eBay’s culture and value proposition.

Using prediction logic, Chatwani also drew upon analytical
tools to ascertain how to tailor eBay’s core business to the needs of
artisans and how to capitalize on the growing consumer market that
was starting to align personal values with purchasing decisions (Kiser
2010). As Haji said, if fair trade was going to pull people out of pov-
erty, it must connect with “Joe American, who does shop at Wal-Mart,
who has never traveled internationally, but who is a thoughtful, kind
person, and would like to think about things he buys differently”
(Kamenetz 2008).

Underlying Chatwani’s use of cognitive ambidexterity was his
fundamentally different rationale for business based on his passion for
the social, environmental, and economic opportunity of his endeavor.
This passion drove him to convince eBay executives to support him

and opened the door to the partnership with Haji. WorldofGood.com
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emerged from Chatwani and Haji’s creativity, strong sense of social
responsibility and human compassion, and fundamental belief that
they could create a profitable business that would have a strong
social impact.

In this chapter we begin the exploration of the fundamentally
different worldview that is the basis for Chatwani’s, as well as other
entrepreneurial leaders, endeavors. This worldview is based on under-
standing and valuing social, environmental, and economic responsi-

bility and sustainability.

The Mandate for SEERS

A decade ago organizations were asking whether they should con-
sider social and environmental issues in conjunction with profitabil-
ity. Today the discussion has shifted from a question of whether to a
question of how: How can an organization consider social, environ-
mental, and economic value creation? A recent study by Accenture
shows that 96 percent of global CEOs believe that sustainability issues
need to be fully integrated into their strategies and operations if their
organizations are to be successful (Grayson 2010). While this shift in
perspective may be partly driven by changes in worldview, it is also
driven by pressures from external stakeholders, including the govern-
ment, the media, and activist groups as well as investors, consumers,
and employees.

Nike, for example, has been widely criticized for its many human
rights violations. In 1996 Nike was decried when a Life magazine story
showed a young Pakistani boy sewing a Nike soccer ball. The follow-
ing year Nike was rebuked when it was revealed that workers in one
of its Vietnamese contract factories were being exposed to toxic fumes
that were 177 times the legal limit (Connor 2001). While Nike has
made some efforts in social sustainability, it continues to be criticized

for poor worker conditions. Yet, on the environmental front, Nike was
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ranked among Newsweek’s top 10 green companies in 2010 and was
recognized for its programs to evaluate and improve the environ-
mental footprint of its suppliers (Newsweek’s Green Rankings 2010).

These two evaluations seem to be in stark contrast. How is it
possible that Nike is a leader in environmental sustainability yet lags
behind with management practices that are not socially responsible?
Can this difference be attributed to the complexity of managing a net-
work of suppliers around the world? Can it be attributed to the tensions
that exist among social, environmental, and economic value creation?
Whatever the reason, Nike has learned that public shaming and con-
sumer perceptions of its social and environmental responsibilities can
have a huge impact on its brand image and that it must creatively and
responsibly manage both the environmental and the social footprint
of its supply chain. Nike is learning that it must adopt a more system-
atic and holistic view of all SEERS components. As Nike’s experience
shows, a piecemeal approach can be a zero-sum game, generating as
many negatives as positives.

Other organizations are responding to similar pressures as they
change how they source materials. According to a survey of 188 pro-
curement professionals, more than half of companies have policies on
“greening” their supply chain, and companies are nearly unanimous
in their belief that green supply chains will continue to grow (Allen
2010). Industrywide certification programs have been developed to
ensure that suppliers maintain certain environmental and social stan-
dards. For example, ICTI Care Process (ICP), the toy industry’s ethi-
cal manufacturing certification program, was developed in an effort
to ensure safe and humane workplace environments for toy factory
workers worldwide. Factories work with ICP to earn certification, and
buyers sign on to source their materials only from certified factories.
These programs encourage entrepreneurial leaders to think more

broadly about their responsibilities for their supply chain.
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Organizations are also changing their approach to SEERS in
response to the changing cultural values of today’s younger workforce.
The Cone 2006 Millennial Cause Study indicated that 61 percent of
millennials—individuals born between 1979 and 2001—feel person-
ally responsible for making a difference in the world. These feelings of
responsibility translate to how and where these young people want to
engage their financial and human capital. For example, nine out of 10
millennials surveyed said they were likely or very likely to switch from
one brand to another if the second brand was associated with a good
cause. Eight out of 10 millennials want to work for a company that
cares about its relationship with society and the environment, and half
would refuse to work for an irresponsible corporation (Cone Millen-
nial Cause Study 2006).

These changing attitudes of the millennial generation are also
translating to changes among MBA students. The Aspen Institute
found that MBA students are expressing increased interest in find-
ing work that offers the potential to make a contribution to society
(26 percent of respondents in 2007 compared with 15 percent in 2002)
(Aspen Institute 2008). If entrepreneurial leaders want to tap in to the
intellect and the spending power of this rising generation, they are
going to need a SEERS worldview. Similarly, business schools need
to better prepare students to lead organizations with this perspective.

To support organizations and encourage a SEERS worldview,
in July 2000 the United Nations launched the UN Global Compact,
which encourages businesses worldwide to adopt socially and envi-
ronmentally responsible policies and to report on their implementa-
tion. As a leadership initiative endorsed by chief executives, it seeks
to align business operations and strategies with 10 principles related
to human rights, labor, the environment, and anti-corruption. Within
the world of management education, these principles have been trans-
lated into the Principles for Responsible Management Education
(PRME), as shown in the following sidebar.
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The Principles for Responsible Management Education

As institutions of higher education involved in the development of cur-
rent and future managers, we declare our willingness to progress in the
implementation, within our institution, of the following principles, start-
ing with those that are more relevant to our capacities and mission. We
will report on progress to all our stakeholders and exchange effective
practices related to these principles with other academic institutions.

Principle 1: Purpose. We will develop the capabilities of students to be
future generators of sustainable value for business and society at large
and to work for an inclusive and sustainable global economy.

Principle 2: Values. We will incorporate into our academic activities
and curricula the values of global social responsibility as portrayed in
international initiatives such as the United Nations Global Compact.

Principle 3: Method. We will create educational frameworks, materials,
processes, and environments that enable effective learning experiences
for responsible leadership.

Principle 4: Research. We will engage in conceptual and empirical
research that advances our understanding about the role, dynamics,
and impact of corporations in the creation of sustainable social, envi-
ronmental, and economic value.

Principle 5: Partnership. We will interact with managers of business
corporations to extend our knowledge of their challenges in meeting
social and environmental responsibilities and to explore jointly effective
approaches to meeting these challenges.

Principle 6: Dialogue. We will facilitate and support dialogue and
debate among educators, students, business, government, consum-
ers, media, civil society organizations, and other interested groups and
stakeholders on critical issues related to global social responsibility and
sustainability.

We understand that our own organizational practices should serve as
an example of the values and the attitudes we convey to our students.

Source: Principles for Responsible Management Education website. Retrieved
March 21, 2011. http://www.unprme.org/the-6-principles/index.php.
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The Principles for Responsible Management Education were
designed to provide guidance to management educators on develop-
ing curricula that are focused on social and environmental responsi-
bility. While PRME has helped usher these concepts into management
education, SEERS has not yet become embedded into management
curricula. Business schools have been surprisingly slow to consider
social and environmental responsibility and sustainability and the
challenges and the opportunities this creates for managers. While there
are almost 10,000 business schools worldwide, fewer than 350 have
signed on to the UN PRME (Grayson 2010). Management educators
may believe in the principles of social, environmental, and economic
responsibility and sustainability, yet they are struggling with how to
engage these ideas in their curricula and institutions.

The following section highlights the unique approach that we
have taken across our curriculum to instill in all entrepreneurial lead-

ers the importance of a SEERS worldview.

Rooting a SEERS Worldview
in Entrepreneurial Leaders

To engage a SEERS worldview, entrepreneurial leaders must both
understand and operationalize it in their decision-making. To help
develop their SEERS worldview, we show entrepreneurial leaders
how to think about SEERS in a way that avoids false dichotomies that
arise when we discuss “social impacts” as opposed to “environmen-
tal impacts” as opposed to “economic impacts” To do this we explore
some of the dichotomies that prevent a holistic viewpoint from devel-

oping. For example, we discuss the following issues:
The distinction between shareholders and stakeholders

The separation between business and society/community
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The distinction between industrial resources and environmental

resources

The interdependence between industrialized countries and

developing countries

Through these discussions entrepreneurial leaders recognize the
interdependencies among all these categories and the need to avoid
such dichotomies to apply a holistic SEERS worldview.

As entrepreneurial leaders come to understand business and
organizations with a SEERS worldview, they also need to explore how
they can use this worldview in their actions and decision-making.
There are interdependencies and mutual impacts among society,
environment, and economics even when those impacts are not actu-
ally identified, quantified, or incorporated into our thinking and
decision-making. To understand these impacts and to take actions
embedded in the SEERS worldview, entrepreneurial leaders need to
consider four elements: purpose, multiple stakeholders, metrics, and

implementation.

Purpose

Entrepreneurial leaders use discussions of purpose by explicitly nam-
ing and critically examining the purpose of the issue, decision, or pro-
cess under consideration in terms that are broad enough to include
social, environmental, and economic impacts. This might mean ask-
ing whether a new pharmaceutical drug’s only purpose is to increase
the firm’s bottom line or whether it also encompasses other purposes.
If the drug offers a meaningful step forward in supporting health, a
follow-up question could be about health for whom; HIV drugs, for
example, have long been the focus of debates over cost and accessibil-
ity, particularly by individuals in poor counties. If the purpose discus-
sion also includes ecological impacts, it will likely turn to questions

about disposal of the drug or how it breaks down because some drug
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compounds eventually end up in lakes and rivers. If the conversation
is framed in light of social entrepreneurship, the discussion may start
with the question of a new drug’s purpose and then consider regu-
latory implications, trade policy, intellectual property rights, and the
drug’s availability to those who need it most. In social entrepreneur-
ship it is equally important to consider economic viability in conjunc-
tion with social and environmental responsibility and sustainability.
These are deeply complicated issues, and each individual’s values and
disciplinary perspectives may influence how and which aspects are
emphasized. Through these discussions of purpose, entrepreneurial
leaders begin to understand how to look at social, environmental, and
economic issues simultaneously rather than sequentially.

Expanding this discussion of purpose also enables entrepreneur-
ial leaders to examine financial calculations without being constrained
by them. While financial viability and sustainability remain central to
any organizational decision, entrepreneurial leaders also recognize
that this is but one of many types of input for decision-making. By
considering the purpose in both societal and business terms, entrepre-
neurial leaders scrutinize the common assumption that maximizing
shareholder wealth will maximize value for the society at large over
time. By juxtaposing short-term economic impact against long-term
and wider societal, environmental, and economic impacts, actions
that are technically defensible from a narrowly constructed economic
standpoint can be challenged. Focusing on purpose enables entrepre-
neurial leaders to consider different types of value creation as they

explore social and economic opportunity.

Multiple Stakeholders

Consideration of purpose leads naturally to consideration of multiple
stakeholders. As entrepreneurial leaders engage a deeper understand-
ing of purpose, they consider the perspectives of, the impacts on, and
the rights and responsibilities of multiple stakeholders. They also need
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to consider how to prioritize different stakeholders” responsibilities,
rights, and power.

In some cases, the costs of a business strategy are borne by stake-
holders who have little voice or power in the decisions. The costs of
the collapse of Bear Stearns and Enron, for example, reverberated far
outside the walls of the companies, and those costs could be discussed
in relationship to economics, politics, and globalization. Considering
multiple perspectives also forces entrepreneurial leaders to examine
how the SEERS worldview may vary depending on the type of organi-
zation in which they are situated (for example, a multinational corpo-

ration, a family-run business, an NGO, or a nonprofit).

Metrics

Metrics, the third core element of SEERS, considers whether a discus-
sion explicitly names and critically examines what is being measured
and what is not being measured in the performance metrics applied
to the opportunity under consideration. Do the metrics examine per-
formance across different time frames—long term, midterm, as well
as short term? Do they seek to measure so-called externalities—the
impact of action outside the organization? In an increasingly intercon-
nected world, one organization’s externality is likely another organiza-
tion’s direct cost, raising questions of how, and by whom, they should
count as liabilities and costs as well as who is responsible for what
effects. Thus the role of metrics is central to how entrepreneurial lead-
ers approach SEERS through the accounting and finance disciplines,

which are discussed in chapters 6 and 7.

Implementation

The final element to acting from a SEERS worldview is implementa-
tion. Do we ask how to achieve a sustainable solution to a particular
challenge or simply whether we can do so? By asking whether, we set

up a situation in which the choice is either/or—whether or not to do
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something. Asking how unleashes creativity and demands cognitive
ambidexterity.

To teach this approach to implementation, we can engage imple-
mentation-scripting cases from the Giving Voice to Values curriculum
(see chapter 11 for details on this pedagogical approach). By teaching
entrepreneurial leaders the content and the skills that make the SEERS
worldview a genuine option, we instill in them the confidence that
they can find truly creative SEERS-based options to what have histori-

cally been seen as zero-sum choices.

Designing Courses to Instill in
Students a SEERS Worldview

There are two different approaches to helping budding entrepreneur-
ial leaders develop a SEERS worldview. In some courses, case mate-
rials can be woven into existing courses to highlight the connection
between the SEERS perspective and the course content. In the fol-
lowing sidebar we provide a brief description of the Maine Lobster
Industry case to illustrate how this approach was taken in a strategy
course. In other instances it is most appropriate to design an entire
course around the SEERS worldview; the following section describes

an innovative course that does just that.

The Maine Lobster Industry Case

In an unusual case on the Maine lobster industry designed for a strat-
egy course, entrepreneurial leaders explore how to integrate concepts
of cognitive ambidexterity and SEERS to respond to complex business
problems (Rangan, Hariharan, and Wylie 2010). This is a two-part case
in which the (A) case provides a historical perspective of the lobster
industry and identifies the key stakeholders and the (B) case describes
the crisis faced by the Maine lobster fishing industry from 2006 to 2009
in terms of low demand, low prices, and escalating costs, leading to
severe survival pressures on lobster harvesters. The case series discusses
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the threats to the sustainability of lobsters, the livelihood of the com-
munities of lobster harvesters, the resulting tensions that arose, and,
in particular, how these tensions escalated into violent confrontations
among harvesters in 2009.

Through class discussion participants are able to assess the purpose
and the perspectives of the stakeholders (lobster harvesters, processors,
environmentalists, and public policymakers) and to critique the ways
that stakeholders have dealt with or, in some cases, taken advantage of
the turmoil in the industry. Metrics are used to assess both environmen-
tal and economic impacts on the industry stakeholders.

Finally, the case discussion asks students to engage creation and
prediction logics to put their SEERS worldview into action. The case dis-
cussion allows for a realistic assessment of the difficulties and the chal-
lenges of creating positive social and environmental change.

Solving Big Problems

Professor Gaurab Bhardwaj developed the Solving Big Problems course
to help students define and solve “big problems” that cross business
and society. Bhardwaj defines big problems as those that, if solved even
partly, will transform industries, change the way we live, and greatly
better people’s lives. Engaging a strategic perspective, students first
learn about identifying big problems and then developing strategies
to address them. Students begin by focusing on discerning what mat-
ters to them, what they are passionate about, and how their skills and
capabilities can enable them to address certain problems. Essentially,
participants discover what they believe are the big problems and rec-
ognize that their choice of problems is based on their values and sense
of purpose. Through a deeper understanding of themselves, their pas-
sions, and the world around them, participants are able to identify and
take ownership of big problems.

As you might expect, there is no textbook that provides a frame-
work for solving big problems. The material used in this innovative

course includes websites, videos, articles, and books. The course starts
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by defining the nature of big problems, identifying their character-
istics, explaining why they exist, and assessing why they have not
been solved. Class participants study entrepreneurial leaders (Nelson
Mandela and Norman Borlaug, for example) and organizations (such
as the UN World Food Programme) that have solved big problems.
Through analyses of such people and organizations, students identify
why and how they were able to solve those problems. Similarly, they
consider why good solutions are often not adopted.

For example, the class considers one of the leading causes of
death of women and small children—inhaling smoke from open cook-
ing fires in poorly ventilated homes, which according to the United
Nations accounts for 1.9 million deaths per year. Although clean stoves
have been developed at low cost and offered for free, widespread adop-
tion has not occurred (Bunting 2010). Some issues of adoption may
include how the stoves are distributed and the cultural and systematic
barriers to adopting the new technology.

Guest speakers and site visits provide students with additional
examples of how individuals and organizations have solved or are
working on big problems. As the course progresses, participants come
to understand and believe that they, as entrepreneurial leaders, can
take action. Suddenly, the big problems do not seem quite so abstract
or overwhelming.

Throughout the course Bhardwaj repeatedly comes back to a
central strategy and SEERS question that critically names and exam-
ines the purpose of the issues being discussed. He continually asks
students to consider For whom am I solving this problem? He also asks
participants how the solution affects multiple stakeholders: Whose
problems am I not addressing? What is the effect of the solution on other
stakeholders? and How can we engage stakeholders in the solution? It is
critical to teach students to examine problems and solutions from a

new angle—taking the focus away from oneself and shifting it to other
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stakeholders. Similar discussions arise regarding metrics as students
consider the effects of the solution and how different measurements
and definitions of success might affect the action taken.

The course, as noted in its title, focuses on discovering how solu-
tions can be successfully implemented. Among the assignments are two
written papers. The first is retrospective in nature and asks participants
to consider a big problem that has been solved. The goal of this assign-
ment is to have students use strategic analysis and predictive logic to
learn how to solve big problems by analyzing past problems and their
solutions. Participants must explain why the problem existed, evaluate
the solution, and develop principles of strategic problem solving from
the solution. Big problems that students have chosen to study include
the GI Bill, the Manhattan Project, the development of penicillin, the
abolition of slavery, and international climate agreements.

The second assignment is forward thinking and asks participants
to discuss the problem that they think is most important today, why
they think it is important, and whose problems they are addressing.
Based on the strategic principles reviewed in class, students are asked
to develop a solution that specifies who needs to be involved, what
technologies or products can address the issues, and what cultural,
political, or social issues they need to consider. Some of the problems
students have addressed include how to reduce oil-based pollution,
how to address gender inequality in Afghanistan, how to eradicate
diseases such as malaria in developing countries, and how to alleviate
food and water shortages. Developing solutions requires students to
apply their SEERS worldview to guide their actions.

Through this course students learn to apply strategic problem
solving to the complexity of today’s social, environmental, and eco-
nomic problems. As a result, they develop both their cognitive ambi-
dexterity and a SEERS-based view of business. Through this learning

students develop the confidence that they can make a difference. These
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skills are critical to preparing entrepreneurial leaders to create social
and economic opportunity in response to the problems that face busi-

ness and society jointly.

Conclusion

In a BSR/GlobeScan State of Sustainability Poll (2010), workers’ rights,
human rights, and climate change were identified as the most urgent
priorities for businesses’ sustainability efforts over the next year. These
sustainability issues bring strategic, operational, regulatory, market-
ing, and financial challenges to all businesses. Entrepreneurial lead-
ers must be aware of and responsive to the social, environmental,
economic, and ethical factors that affect their core business strate-
gies. Rather than seeing these issues as peripheral or nice to address,
entrepreneurial leaders understand that business and society are
fundamentally linked and that societal issues are business issues. By
introducing students to SEERS—a new worldview—engaging them in
an assessment of purpose, multiple perspectives, stakeholder power
and influence, and performance metrics and teaching them to take
action based on this view, we can better prepare entrepreneurial lead-

ers to create social and economic opportunity.
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CHAPTER 5

Beyond Green:

Encouraging Students to
Create a Simultaneity of
Positive SEERS Outcomes

Toni Lester and Vikki L. Rodgers

THE SLOW RESPONSE OF BRITISH PETROLEUM (BP) TO ADOPT A
quick and comprehensive approach to the 2010 Deepwater Hori-
zon oil rig explosion and spill (Isikoff and Hirsh 2010) reinforces the
stereotype that business has little concern and competency to address
major environmental challenges. Furthermore business schools have
been slow to address ways in which education can be used for shap-
ing the attitudes of future business leaders through socially and envi-
ronmentally responsible curricula. These topics may be covered in
one or two electives, but for the most part an across-the-curriculum
approach to teaching these issues is rare. The Princeton Review didn’t
start ranking business schools based on their coverage of environmen-
tal issues until 1997 (Green Colleges 2010), and Newsweek didn’t start
its green business rankings until 2009 (McGinn 2009). No doubt this
is because, beyond the activities of a few well-known programs and
businesses, there was not much to report.

This dynamic is changing rapidly in response to an increased

demand from a new generation of environmentally conscious stu-
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dents.* Today management faculty are exploring ways to engage in the
kind of interdisciplinary approach to curriculum development that is
needed to shape how future entrepreneurial leaders act in relation to
this topic. Similarly, business leaders are beginning to measure the
extent to which their activities have a negative and positive impact on
the environment, and leadership conferences are placing environmen-
tal issues at the top of their agendas.

This chapter provides a historical context for the relationship
between business and environmentalism and discusses how business
schools, particularly our own, are tackling this issue. We also exam-
ine how co-curricular activities that inspire students to explore their
own impact on the environment are used in conjunction with cur-

ricular changes.

The Historical Context for Business
and Environmental Sustainability

When the first Earth Day celebrations took place in the United States
more than 40 years ago, the business community often positioned itself
in direct opposition to environmental concerns. President Ronald
Reagan, perhaps the greatest champion for business and deregula-
tion, was famous for dismissing the problem of global warming by
stating that trees caused more carbon emissions than industrial pollu-
tion. He even appointed conservative attorney Ann Gorsuch Burford

to head the Environmental Protection Agency, and she made it her

*For instance, the Princeton Review gives 703 colleges “Green Ratings” in the
2011 editions of its annual college guides. It says that in a recent survey of 12,000
college applicants and parents, “64 percent of respondents said they would value
having information about a college’s commitment to the environment. Within
that cohort, 23 percent said such information would ‘very much’ impact their

decision to apply to or attend a school”
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mission to minimize the enforcement of environmental regulations
(Shabecoff 1989).

In the ensuing years, the relationship between the business world
and environmental protection groups remained fraught with conflict.
One well-known megalawsuit brought by the victims of the Exxon
Valdez oil spill typifies this. Exxon repeatedly resisted fulfilling its
promise to make spill victims “whole,” by engaging in a 20-year effort
to reduce the $5 billion punitive award rendered against it down to
$507 million. By the time of the final damage award ruling against
Exxon, “more than 6,000 claimants had died without any closure, and
untold numbers had reached the brink of bankruptcy” (Ott 2008).

Still it would be a gross exaggeration to categorize all for-profit
leadership as anti-environment because many of the strongest advo-
cates for the environment have come from the business world. Many
companies have pushed for the adoption of market-based approaches,
such as the current 20-year-old system that allows companies to trade
pollution credits so that they can “cheaply reduce emissions at one
plant, and not reduce pollution and perhaps even increase it at another
plant, but overall across the country reduce emissions” (Mieszkowski
2004). While admittedly controversial because it still allows for the
production of problematic pollution, this scheme has produced
reductions in overall pollution levels nationwide. Similar approaches
are used internationally to enable countries to reach their emissions
targets by allowing them to “buy carbon credits from other nations,
which either have no emissions targets . . . or have reduced their emis-
sions below their agreed target” (Laurance 2007).

Today some companies are partnering with activists to create
solutions to environmental problems. For example, Greenpeace his-
torically staged high-profile actions to draw attention to corporate
practices that harm the environment. In 2004, however, it began
working with the electronics industry to help make supply chains

greener, remove toxic chemicals, address climate change, and take
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responsibility for e-waste. “Through toxic chemical testing, exposure
of illegal e-waste transfers, and promotion of greener alternatives,
Greenpeace has catalyzed improvements to the environmental and
health performance of companies like Apple, HP, Sony, Nokia, Philips,
and others” (Herrera 2010). Similarly, McDonald’s partnered with the
Environmental Defense Fund in the 1990s to reduce the environmen-

tal impact of its packaging (Environmental Defense Fund 1999).

What Is Happening at
Business Schools Today?

Environmental Leadership, a Component

of Entrepreneurial Leadership

Both in and out of the classroom, business schools are demonstrat-
ing leadership around environmental sustainability issues. In so doing
they are modeling for students how to manage these issues when they
become entrepreneurial leaders. First, many schools have signed the
American College and University Presidents’ Climate Commitment
(ACUPCC), “a high-visibility effort to address global climate disrup-
tion undertaken by a network of colleges and universities that have
made institutional commitments to eliminate net greenhouse gas
emissions from specified campus operations, and to promote the
research and educational efforts of higher education to equip soci-
ety to re-stabilize the earth’s climate” (ACUPCC 2011). After Babson
signed on to the ACUPCC in 2009, we reduced energy consumption
by 6 percent in one year.

Second, some schools are demonstrating their SEERS perspec-
tive by encouraging students to create personal solutions to the kinds
of environmental problems that the ACUPCC seeks to solve. For
instance, our undergraduates can choose to live in a special-interest
dormitory, called the Green Tower, where they can connect with

others who share similar values, generate ideas about how to make the
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campus more environmentally sustainable, and brainstorm about the
creation of earth-friendly entrepreneurial projects. One of the innova-
tions that came from the Green Tower was a bike-share program to
help reduce auto emissions on campus. The Green Tower also hosts
a “dark dorm” competition to inspire other students to reduce their
energy use in the dormitories.

In our graduate program, a student club hosts one of the largest
annual conferences on green technology in the country—the Babson
Energy and Environmental Conference. The conference exposes
participants to “emerging business strategies, innovative companies,
and clean technologies that are driving this sector forward” (Babson
Energy 2010). Following creation logic, the club connected with the
Green Tower and together they persuaded the college to install a wind
turbine that contributes to the reduced use of nonrenewable energy
sources on campus.

Finally, universities can partner with one of the new entrepre-
neurial ventures that have emerged to help colleges reduce their car-
bon footprints and mentor students in the process. One such venture,
Greener U, has an Eco-Rep Program in which student representatives
are chosen to be “environmental change agents” and are taught “prac-
tical skills in communication, social marketing, and green event plan-
ning” Student reps are encouraged to pick an issue that is important
to them and develop a plan of action to educate their classmates about
the issue, with the ultimate goal of convincing them to live in a more
environmentally conscious manner (Babson Energy 2010). We have
been working with Greener U since 2009, and the relationship has
given rise to new environmental and economic opportunities that stu-
dents are pursuing. Hopefully, these experiences will prepare students
to follow in the footsteps of Jim Poss (see chapter 1) and find economic
opportunity embedded in environmental issues.

Co-curricular activities provide students with opportunities

to become part of the solution to environmental problems and to
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experiment with new ideas. Through co-curricular experiences around
SEERS, students are able to employ both creation and prediction log-
ics to explore and pursue social and environmental opportunities.
Through action experiments in which they build new relationships
and gather new data, students develop the skills to create social and
economic opportunity.

Businesses can adopt similar programs by allowing employees to
attend conferences, work with others who are passionate about envi-
ronmental issues, and experiment with actions that will solve the envi-
ronmental problems in their organizations. This approach mirrors the
action experiments that Robert Chatwani took at eBay before launch-

ing WorldofGood.com (see chapter 4).

Programs in Environmental Sustainability

Business schools are adopting different approaches to building curric-
ula that cover the relationship between environmental and economic
responsibility and sustainability. Several schools are creating curric-
ula that leverage the strengths of different disciplines and even dif-
ferent programs. For instance, the Yale School of Management offers
a joint MBA/master’s of environmental management in partnership
with its School of Forestry and Environmental Studies (University of
Wisconsin 2010). The University of New Hampshire launched a new
EcoGastronomy double major that enables students to integrate “sus-
tainable agriculture, hospitality management, and nutrition through
a selection of courses relating to climate change science and policy,
marine sciences, sustainable engineering, environmental sociology, as
well as a sustainable living minor” (Green Honor Roll 2010).

Another innovative partnership between Babson College, the
Olin College of Engineering, and Wellesley College launches in fall
2011. Called Innovation, Design, Entrepreneurship, Arts, and Sciences
(IDEAS), this program will be undertaken “alongside any degree

program. Students can choose among a common set of courses that
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will emphasize a liberal arts (science, social science, and humani-
ties) understanding of environmental issues, the role of business and
entrepreneurial leadership in solving environmental problems, and an
appreciation of how the practice and process of engineering and design
can contribute as well” (Babson, Wellesley, and Olin Colleges 2009).
Introductory and capstone courses will help students integrate the
themes and the issues that arise across disciplines and campuses to
develop new and insightful ways of addressing some of the world’s
major environmental challenges.

These types of programs bring a diverse set of students together
and provideawide variety of courses of study, creatingan understanding
of multiple perspectives and deepening future entrepreneurial leaders’

awareness of the complexity of solutions to environmental concerns.

Teaching the SEERS Worldview:
Business School Curricula

At Babson, faculty are developing and delivering environmentally
focused electives ranging from business courses, such as Financing
Green Ventures and Marketing Green Products, to liberal arts and sci-
ence courses, such as Economic Botany; Climate Change, Business,
and Society; and Eco-tourism, Biodiversity, and Conservation Policy
in Costa Rica. Aside from stand-alone electives such as these, faculty
are also integrating materials about sustainability into core courses
to encourage students to focus on what Babson president Leonard
Schlesinger calls a “simultaneity of positive outcomes,” meaning
building profitable businesses that are responsive to the needs of the
environment and of humanity (Schlesinger 2010).

It is critical that a cross-disciplinary approach to sustainability is
taken so that future leaders will recognize multiple perspectives and
roles related to environmental sustainability efforts. To provide more-

concrete examples of how to focus on the environmental component of
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SEERS, we describe a science course that is designed to teach business
students the core concepts and applications of environmental science.
We then provide details for a teaching case developed for a business
law course on the regulatory and ethical climate for businesses. The
course and the case that follow illustrate the cross-disciplinary con-
textual analysis that is needed to help entrepreneurial leaders cultivate
a SEERS worldview.

A Course in Environmental Sustainability

Designed Specifically for Business Students

To be effective and innovative business leaders, students must under-
stand and appreciate the environmental issues facing our world today.
With this in mind, we teach a course that exposes students to the
scientific causes of environmental problems, the impacts of those
problems on both natural ecosystems and society, and the role that
businesses unavoidably and intricately play. Our course in Environ-
mental Technology was originally developed and delivered in fall 2003
and has undergone significant revisions every year to incorporate the
latest developments in new technologies.

The course provides a holistic approach to SEERS education.
The goal is for students to gain a scientific understanding of why we
need to consider environmental sustainability in all aspects of future
economic development. We specifically designed this course to teach
future corporate leaders how environmental problems influence busi-
ness innovation and how to recognize the resulting entrepreneurial
opportunities.

The course is split into three modules. The first covers the world’s
energy issues, focusing on fossil-fuel limits, pollution by-products,
resulting climate change, renewable-energy options, and infrastruc-
ture restrictions. Many students are particularly interested in investing
in or using renewable-energy forms, so we discuss the specific tech-

nology and the tradeofts of various forms of “clean” power.
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In the second module, we look at specific types of air, water,
and solid-waste pollution, how this pollution is produced, what the
impacts are for both human health and natural ecosystems, and how
technology can be used to mitigate pollution. The third course module
focuses on the over-exploitation of our limited resources, including
water, soil, forests, and biodiversity.

Various case studies are used throughout the course to bring in
specific examples of how businesses are involved in issues of environ-
mental responsibility. Students are challenged to lead class discussions
on relevant economic and ethical considerations.

One case study example that works well in this course is the
Cape Wind Project, America’s first offshore wind farm. Energy Man-
agement Inc. has recently been approved to build 130 wind turbines
in Nantucket Sound to “produce up to 420 megawatts of clean and
renewable energy” (eCape Inc. 2010). Although many see this project
as a positive direction for sustainable energy initiatives, a number of
groups, including the Alliance to Protect Nantucket Sound, oppose
the installment of the turbines. Among the environmental reasons for
opposition are noise pollution; threats to federally protected birds,
seals, fish, turtles, and mammals; and even an increased possibility of
oil spill incidents. Beyond just the environmental concerns, there are
also potential economic losses, such as declines in property values,
reduction in tourism, negative impacts on the local fishing industry,
job losses, and increased energy costs (Alliance to Protect Nantucket
Sound 2010).

This case is particularly interesting because it clearly demonstrates
the complexity of environmental issues by showing not only environ-
mental versus economic tradeoffs but also the differing interests of
groups that all consider themselves to be “environmentally friendly”

During this course students are tasked with considering the
impact of their own personal lives on the natural environment. One

way they must consider this is by researching and writing a product
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impact statement for one simple product they use in their everyday
lives. Plastic bottles, pens, paper, silverware, and printed silicone
wristbands are just some examples of products that have been selected
in the past. In doing this exercise, students research the environmen-
tal impacts involved in the manufacture, use, and breakdown of their
chosen product. Many students are surprised to learn exactly how raw
materials are obtained and how long it takes for various materials to
decompose in landfills. This exercise along with the resulting class dis-
cussion encourages students to grasp the global impact of their own
actions and consider alternative choices.

This course also has a semester-long capstone project that gives
students the opportunity to be virtual entrepreneurs within the field
of environmental technology. Working in small groups, students must
invent and design a new environmental product or application that
they believe is both scientifically feasible and commercially viable.
They must then compile a written portfolio that includes details on
the product design; the technology needed for the product to work;
governmental regulations that may affect product production, use, or
end-of-life disposal; target audiences; marketing slogans; cost predic-
tions; timelines; and any ethical issues that may arise. In addition they
must calculate the overall environmental impacts of their new prod-
uct, both positive and negative. This project culminates in students
pitching their new product ideas at an evening forum, where both
professors and peers evaluate the potential of their unique products.

This capstone project allows students to see how environmental
science, technology applications, ethical considerations, and business
opportunities intersect to produce viable solutions to current environ-
mental problems. We also see the effects of teaching students how to
think as they engage creation logic to develop social and economic
opportunity.

It is often assumed that business leaders must choose between

environmental sustainability and profits, but this is far from true. In
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today’s world, society’s problems are business problems. Within this
course we emphasize what has been recently reported in the Har-
vard Business Review: “becoming environment-friendly lowers costs
because companies end up reducing the inputs they use. In addition,
the process generates additional revenues from better products or
enables companies to create new businesses” (Nidumolu, Prahalad,
and Rangaswami 2009). Developing entrepreneurial leaders who
understand the need for and the benefit of environmentally sustain-
able thinking and innovation is integral to society’s future progress,
especially during economically difficult times. The case study of
Bisphenol A (BPA) in plastic baby bottles also drives home this point.

An Interdisciplinary Case Study of BPA in Baby Bottles

This case was first taught in a business law course on product liability
issues and ethics. When the case was first introduced in 2009, there
was still a debate in the scientific community about the negative effects
of BPA on humans, and the regulatory climate was not yet fixed. The
case thus offered an excellent opportunity to teach students how to
cultivate entrepreneurial leadership in the face of uncertainty.

BPA makes plastic containers shatter and heat resistant (Hopp
and Kurfirst 2008). Because BPA acts like the hormone estrogen,
many scientists point out the risk to children three years old and
younger who use baby bottles and sippy cups made with BPA because
these critical years shape the hormonal life of children (BPA Plastic
Baby Bottles 2009). Not surprisingly, parents of young children have
expressed the most concern about BPA, especially in relation to one of
the most popular baby bottles on the market—Dr. Browns, made by
Handicraft. Handicraft’s reaction was to dismiss consumers’ concerns
and downplay the risks of BPA. During class discussion, we consider
the cost of this kind of business reaction relative to the possible invest-

ments in finding alternative materials for products.
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Despite concerns raised by parents, and an independent panel
of scientific advisers about BPA’s health risks, the US Food and Drug
Administration, the regulatory body charged with investigating and
regulating such products, decided not to ban the manufacture of
BPA for the uses described above (BPA Plastic Baby Bottles 2009).
Without a federal law regulating bottle sales nationwide, consumers
who believed that their children sustained health injuries because
of BPA bottles use had to rely on negligence lawsuits to obtain some
form of redress.

To win a negligence suit in most states, the claimant has to show

the following:
A harm occurred.
There was a foreseeable risk that the harm would occur.
The defendant’s failure to prevent the risk caused the harm.

A company could defend against this claim by arguing that the
risk was not foreseeable or that it took reasonable precautions to pre-
vent it. One such claim against Handicraft was filed in the state of
Ohio by a group of parents. They argued that BPA leeched into their
children’s drinks and that Handicraft was “aware of the risks of BPA
but intentionally and negligently misrepresented their products as
safe and intended for use by infants and children in their advertising,
packaging, labeling and public statements” (Ohio Residents File Class
Action 2008).

To understand the complexity of taking action around these
issues, students use this information to prepare for a mock-trial
debate in which they are asked to represent either the bottle seller
or the parents in a similar lawsuit. Here are questions student teams

must consider:
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Given the debate about BPA’s health risks, could they success-
tully argue before a judge that the company had serious reason

to foresee those risks when it sold the bottles to parents?

Could other things have caused the childrens illnesses, such as

exposure to other toxins?

If the answer to these questions is no, most likely the company
would prevail in the suit.

The mock-trial assignment provides students with a useful ana-
lytical framework for thinking about how they as future entrepre-
neurial leaders could adopt interventions that both keep them out of
court and are responsive to customer needs. Some of the interventions
students have envisioned include having the company switch to glass
bottles and giving more-conspicuous warnings on the labels of bottles
made with BPA. All of these interventions could fulfill the “reasonable
precaution” requirement in negligence law and enable the organiza-
tion to employ a SEERS worldview.

Law, as we teach it, is a floor, not a ceiling. We therefore also
encourage students to consider if creative ethical solutions can also
satisfy the open-ended legal context. We assign an article on ethics that
summarizes the views of various philosophers, such as John Rawls and
Immanuel Kant (Oppenheimer and Mercuro 2005, 308-47). Students
are asked to consider how Rawls’s difference principle—which permits
a redistribution of goods held by well-oft members of society to help
the worst-off members of society—might be used. Such analysis helps
students think about how to get Handicraft to shift its focus from its
bottom line to developing a safer baby bottle that would benefit (or
at least not harm) the infants using it. We also pay attention to Kant’s
categorical imperative, a concept that encourages students to imagine
themselves as one of those aftected by BPA.

To help students grasp this issue from other perspectives, we

encourage them to ask their friends and family about their awareness
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of BPASs risks and, in particular, to get the views of mothers they know
on the pros and cons of these kinds of bottles as well as the pros and
cons of breastfeeding. Students learn that mothers report a variety of
responses, including that they preferred plastic bottles because plastic
is lighter than glass and thus easier to carry if you are going out with a
child. With respect to breastfeeding, some of the mothers who worked
outside the home opted not to breastfeed because they felt it was too
cumbersome and that baby bottles afforded them more freedom.
Moreover, not being able to breastfeed while at work was a concern.
Quickly the discussion of environmental issues turns to social issues.

Indeed, borrowing from feminist theory and cultural studies, we
introduce how contemporary activists are trying to “reposition breast-
feeding as a valued part of women’s reproductive rights and lives . . .
[so that] “women’s decisions to breastfeed . . . [do] not result in the loss
of their economic security or any rights or privileges to which they
are otherwise entitled” (Labbok, Smith, and Taylor 2008). By asking
students to talk to mothers, we help them see the multidimensional
nature of a SEERS worldview.

It is also important that students consider their own values
and identity with their SEERS worldview, so part of the conversa-
tion focuses on their own personal preferences—to understand who
they are and where they stand. We ask students to consider how they
would want their own children to be fed. The majority of the class
often decide that they personally would prefer not to use BPA baby
bottles, which introduces the question of how they can transfer their
personal values to business decision-making.

Finally, to connect the importance of creation logic and action, we
ask students to develop business solutions to the concerns about BPA.
Because entrepreneurial leadership can take the form of a new ven-
ture or occur inside an existing organization (Neyer, Neck, and Meeks
2000), students are encouraged to envision new entities or innova-

tive changes in internal organizational policies that would speak to the
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legal, cultural, ethical, and environmental dimensions of the case. This
approach also reflects the SEERS worldview, which avoids privileging
economic value creation over social and environmental sustainability.
Instead social and environmental sustainability become front and cen-
ter when considering the various approaches for action.

The class developed a wide range of solutions. One team sug-
gested that established organizations switch to a newly designed glass
bottle with a plastic cover to reduce the risk of breakage. Another team
suggested that there needed to be greater organizational leadership in
existing workplaces to make them friendlier to new mothers by set-
ting up private breast-pumping rooms and daycare for infants. Using
a SEERS worldview, these teams created a social, environmental, and

economic opportunity out of an unknowable and uncertain situation.

Conclusion

Environmental sustainability must be a key area of study in busi-
ness schools today. This can be achieved using a number of different
approaches. One popular option is for business schools to create spe-
cialty programs, such as IDEAS, devoted to SEERS topics. In addi-
tion, specific core courses can focus on environmental understanding
and incorporate business applications. Our course in Environmental
Technology is one example of how to do this successfully.

It is also important that schools show that environmental sus-
tainability is relevant to all areas of study. Faculty can do this by incor-
porating examples similar to the case study on BPA, which looks at
a particular business problem from a cross-disciplinary analytical
perspective and guides students in developing critical and action-
oriented thinking that produces safer, healthier, and more innovative
and environmentally friendly products and organizational policies.
By teaching environmental sustainability, business schools can help
counter the negative impression left by companies like BP and Exxon

and demonstrate that it is possible to create environmentally friendly
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and financially viable business and management models about which
they can be proud.

Further, while this chapter shows how questions relating to envi-
ronmental sustainability can be taught at the university level, most of
these recommendations can be transferred to management develop-
ment programs as well.

First, top leadership needs to model environmental stewardship
by communicating throughout the organization that this critical issue
is directly tied to overall business performance. Whether it is recycling
programs, energy-efficient buildings, more fuel-efficient logistics, or
new product design efforts, these programs enable entrepreneurial
leaders to see the opportunities that are embedded in unknowable
environmental problems.

Second, environmental sustainability must be built into every-
one’s job. In a campus environment, this means that students, faculty,
and staff are given the opportunity to participate in a variety of pro-
grams designed to cultivate greater awareness about environmental
issues and promote a creation-oriented approach to addressing them.
In other organizations it may mean that all frontline and back-office
employees, from the bottom to the top of the organization, are involved.

Third, similar to the university training described in the BPA
case, corporate training can occur in management development pro-
grams, encouraging employees to attend sustainability conferences or
to get involved in new partnerships with NGOs.

Finally, responsibility for the implementation of environmental
sustainability should not be relegated to just one person or group in an

organization; it needs to be built into the whole business model.
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CHAPTER 6

Sustainability Metrics:
Has the Time Arrived for
Accountants to Embrace
SEERS Reporting?

Janice Bell, Virginia Soybel, and Robert Turner

IN THE 1990S, WHEN MANAGERS AT HEWLETT-PACKkARD (HP)
recognized that the soldering lead used in the company’s manu-
facturing process was toxic, they voluntarily initiated R&D projects
to develop nontoxic, non-tarnishing, non-oxidizing alternatives. In
2006, when the European Union passed the Restriction of Hazard-
ous Substances Directive, HP was in compliance; this earned good-
will from regulators that resulted in a voice in future regulation of the
industry, and it opened European markets for new services from HP
(Nidumolu, Prahalad, Rangaswami 2009).

Here’s another real-world example: In 2004 Costco Wholesale
beat Wall Street’s expectations, postinga 25 percent profitand 14 percent
sales growth. The market responded with a 4 percent decline in Costco’s
stock price because analysts were concerned about Costco’s strategy of
paying high wages relative to its competitor, Wal-Mart. Costco paid
its workers well and achieved lower employee turnover, higher sales
per square foot, and lower wages per dollar of sales than Wal-Mart

did, yet Wall Street didn’t appreciate Costcos human resource strategy
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and failed to reward it for its socially and economically responsible
approach to employee compensation (Holmes and Zellner 2004).

In chapters 4 and 5 we introduced SEERS and the importance
of developing entrepreneurial leaders who have a distinct worldview
that connects social, environmental, and economic responsibility
and sustainability. Whereas those chapters centered on the social and
environmental aspects of a SEERS worldview, this and the following
chapter focus on the economic aspect of SEERS and the need to com-
bine social and environmental data with financial data regarding eco-
nomic performance.

The two real-world examples at the start of this chapter high-
light the complexity that arises when organizations and entrepreneur-
ial leaders manage in a way that integrates social, environmental, and
economic value creation. Why did these companies, both of which
embarked on voluntary social and environmental activities, experi-
ence different reactions to their laudable efforts? It is because the links
among these three components are not always direct. Social and envi-
ronmental sustainability may yield economic sustainability, but there
is no straight line connecting social and environmental efforts to cost
savings, higher profitability, or favorable stock market responses, as
the Costco story illustrates. Entrepreneurial leaders need to under-
stand the tensions and the synergies among the three principles of
SEERS. Furthermore they need to understand how to marshal internal
and external accounting practices to support their SEERS perspective.

This chapter explores the issue of engaging accounting methods
and reports to develop a comprehensive SEERS perspective. We dis-
cuss the importance of accounting standards to the development of
SEERS and explore some challenges and opportunities in developing
these standards. We then introduce unique ways in which we can edu-
cate future entrepreneurial leaders to engage accounting standards to

support a SEERS worldview.
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The Demand for SEERS Information

Stakeholder Demand (External Users)

Many individuals in their various roles as consumers, employees,
investors, community advocates, or voters have demanded that orga-
nizations attend to social and environmental issues similar to those
HP and Costco addressed. These stakeholders want to welcome to
their community, buy products from, and work for or invest in orga-
nizations that are socially and environmentally responsible. They also
want such organizations to be economically viable. As a result, these
stakeholders must rely on information from annual reports, rating
agencies, news releases, magazine articles, websites, blogs, and corpo-
rate social reports to gain information about an organization’s SEERS
performance. For example, Johnson and Johnson started voluntary
reporting of its sustainability efforts in 1993 as a result of information
requested by customers, employees, the community, and shareholders
(Borkowski, Welsh, and Wentzel 2010).

Organizational Demand (Internal Users)

Most organizations have a long history of attending to economic per-
formance; for many of them, however, attending to broader issues
of sustainability is still in its infancy. The Institute of Management
Accountants noted that “while some organizations . . . are leading the
way, many are either ignoring the issues, have not yet made a start, or
are trying to figure out what to do, how to do it, and how to take action
in a way that adds value” (Institute of Management 2008).

To embed social and environmental considerations into orga-
nizational decisions regarding international expansion, product and
process design, marketing approach, and investments, relevant social
and environmental metrics must exist. These metrics must be system-
atically collected and easily accessed so that they can be considered

with traditional economic information in internal decision-making.
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Sodexo is a multinational company in the food service and facili-
ties management industry that has committed to embedding social
and environmental issues into internal decision-making around prod-
uct offerings, materials sourcing, and logistics. Although the company
has spent almost two years developing metrics and training line per-
sonnel about sustainability best practices, it has not yet developed a
system that routinely reports sustainability data to inform decision-
making, nor has it linked sustainability metrics to the formal incentive
system. It is safe to say that in spite of making real progress, Sodexo
has yet to imbed sustainability issues deeply into its decision-making
processes; decisions are still made primarily on economic consider-

ations (Bell, Erzurumlu, and Fowler, forthcoming).

SEERS Reporting Requirements

To communicate the importance of and their commitment to social
and environmental issues, many companies publish stand-alone
reports, collectively referred to as corporate social responsibility reports
(CSR). CSR reports are now required in Australia, Canada, South
Africa, the United Kingdom, and parts of Europe. And though not
required in the United States, they have gained wider acceptance and
are issued by many US-based multinational organizations.

CSR reports are intended to provide information on an entity’s
environmental, social, and economic performance and its initiatives
for improving performance in these three areas. Because of these
requirements surrounding CSR reporting beyond North America,
the reports tend to be more comprehensive than those of Canadian
and US companies. These reports include sustainability objectives (as
well as measures of performance against those objectives), stakeholder
discussions, and a process for determining materiality and assurance

(Craib and PricewaterhouseCoopers 2010).
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Metrics and verbal descriptions of social and environmental
impact are found in diverse sources, including articles, news releases,
blogs, corporate websites, CSR special reports, and rankings and
ratings by NGOs. Because such descriptions and metrics are rarely
comprehensively available in traditional financial reports, external
stakeholders who are inclined to consider social and environmental
performance as well as financial performance must search multiple
sources to locate and analyze pertinent information.

For example, an investor interested in Exxon’s donations to groups
that deny climate change would find this information in newspapers,
websites, and blogs (Piltz 2007); information about Exxon’s failure to
disclose strategies to provide diversified clean energy sources would
be discovered through journal articles (Haldis 2009); while informa-
tion about worldwide environmental expenditures, greenhouse gas
emissions, and efforts to improve communities in which they are
located is in the company’s corporate citizenship reports. Combining
this information with financial statements and related footnote dis-
closures places a heavy information-processing burden on decision-
makers that may inhibit them from making informed decisions. Thus,
while many people may want to develop a SEERS worldview, they
often do not have available or credible information with which to ana-
lyze sustainability decisions.

Even when we consider nonprofit organizations that are focused
on environmental and social issues, it is difficult to assess their con-
tributions due to a lack of consistent outcome measures. If a SEERS-
based decision-making worldview is to emerge, users must have
established, recognized metrics and data in a single report to support
their endeavors (Eccles and Krzus 2010). Availability of recognized
metrics also enables entrepreneurial leaders to more systematically
direct the internal organization to engage a SEERS approach and to

articulate to external stakeholders the advantages of this approach.
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Voluntary Reporting on
Corporate Social Responsibility

Research shows that there are two primary reasons why organizations
voluntarily provide information about their social and environmental
performance to external stakeholders and attempt to use such infor-
mation in their internal operations: ethics and economics (Borkowski,
Welsh, and Wentzel 2010).

Some leaders feel strongly that it is their ethical duty to be
socially and environmentally responsible in how they run their orga-
nizations. For them it is simply the right thing to do. They feel the
need to be transparent with external stakeholders and to share infor-
mation on actions and outcomes. Other organizations feel that attend-
ing to social and environmental issues will lead to a better corporate
reputation that will ultimately lead to higher shareholder value. These
organizations expect higher sales, lower costs, reduced risk of nega-
tive campaigns, lower cost of capital, and better stock performance.
These leaders believe that voluntary sustainability disclosures provide
useful information to investors making investment decisions. The eco-
nomic reason for reporting has research support, with stronger results
observed for countries in which stakeholders matter more than share-
holders (Dhaliwal, Radhakrishnan, and Tsang 2010).

Five Problems with Voluntarily Supplied SEERS Data

Lack of agreed-upon metrics Despite a voluntary, widely applied
corporate sustainability framework—the Global Reporting Initiative
(2006)—social and environmental metrics that integrate with exist-
ing corporate initiatives, cut across industry settings, and contain
leading indicators for the specific company are nonexistent (Searcy
2009). In lieu of standard metrics, organizations offer multiple metrics
or simply use verbal descriptions of social and environmental activi-

ties, which are often confusing and difficult to decipher. Within an
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organization the metrics reported may change over time as external
forces influence content. For example, Johnson and Johnson started
reporting new metrics because they were either being reported by
competitors or being requested by the Dow Jones Sustainability Index,
even though Johnson and Johnson felt that they were not important

for its operations (Borkowski, Welsh, and Wentzel 2010).

Lack of systems to routinely collect and validate data While
many reports follow the guidelines of the Global Reporting Initiative,
typically the data that form the basis of these reports are collected hap-
hazardly without the benefit of a corporate sustainability performance
system (Bell, Erzurumlu, and Fowler, forthcoming; Borkowski, Welsh,
and Wentzel 2010; Searcy 2009). Further research has shown that CSR
reports contained image-enhancing information, had weak stake-
holder engagement, and lacked a systematic and robust data collection
process (Adams 2002, 2008). Most importantly, many of these reports
failed to include independent assurance on the data reported (Mock,
Strohm, and Swartz 2007). Without a means to ensure the credibility
of such reports, they can be nothing more than marketing pieces for

the company, in essence a “greenwash.™

Lack of focus on economic sustainability of NGO and nonprofit
organizations While NGO and nonprofit sustainability reporting
may include data on economic performance, contrary to the belief of
many users these reports do not focus on whether the entity will exist
in the future. Instead the focus of the economic performance data is on
the economic impact that the organization has on specific groups or
society as a whole. This difference is most important to those who rely

on NGOs and nonprofits to continue to provide services. Companies

*Websites such as EthicalShopping.com, Inhabitat.com, and TreeHugger

.com list companies, products, and claims that they consider greenwash.
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can have important missions and perform well on them but not be
able to continue due to the lack of a proper business model.

Consider, for example, the case of Seedco's Community Childcare
Assistance program, started in 2000 and closed in 2004 (Seedco Pol-
icy Center 2007). Seedco, a national nonprofit organization, outlined
on its website its mission and economic impact on specific groups in
society. Yet its Community Childcare Assistance program, designed
to provide on-demand childcare for participants in welfare-to-work
programs, suffered a major economic failure when revenues fell short
of costs, despite having a positive economic impact on the participants
and their employers.

To continue providing social or environmental benefits, an NGO
or nonprofit must be economically viable. This is why SEERS is based
on social, environmental, and economic responsibility and sustain-
ability: the three components must be interconnected if an organiza-

tion is going to survive and thrive.

Lack of integration into decision-making routines and perfor-
mance management systems SEERS reporting and leadership are
not much more accurate inside the organization, in part because sus-
tainability metrics are either nonexistent or, when they do exist, the
metrics are complex, difficult to locate, and often suspect. Entrepre-
neurial leaders who engage a SEERS worldview often discover that
sustainability metrics and verbal descriptions of corporate citizen-
ship are not included in performance measurement and management
systems. As a result, employees rarely use sustainability information in
routine decision-making.

Consider the Fliigger Group, one of Scandinavia’s leading man-
ufacturers and sellers of paint and home décor. In the 1990s despite
managements belief that the company was taking environmental
issues seriously, the company leaked organic solvents into the Soran

River and was criticized by the media for irresponsible behavior.
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In response management decided to extend the performance man-
agement system for quality to include external dimensions of the
environment. As a result, the company went from 628 adverse envi-
ronmental events between 1995 and 1999 to none at all from 2000 to

2004 (Sebhatu 2008).

Lack of integration with formal incentive systems Because most
organizations and individuals operate based on the principles of “you
get what you measure” and “you cannot control what you do not mea-
sure,” sustainability metrics and goals must be available, clearly stated,
tracked, and evaluated if entrepreneurial leaders are to build organiza-
tions that are focused on SEERS. Metrics, both at the organizational
level and at other levels of the organization, must be developed, mea-
sured on an ongoing basis, and used in the assessment and the evalua-
tion of responsible parties and tied to their incentive system. Without
established metrics it is difficult to focus the various divisions, depart-
ments, and individuals within the organization on responsibility

and sustainability.

The Role of the Accounting
Profession in SEERS

Traditionally, society (investors, creditors, unions, government agen-
cies, and other stakeholders) relied on external accounting reports
to provide financial information about profit-seeking organizations’
return to investors and lenders and their stewardship of entrusted
assets. External financial statements are considered key to the exis-
tence of financial markets, as they help ensure that capital flows to
the most efficient and effective firms (Financial Accounting Standards
Board 2010; International Financial Reporting Standards 2010). Non-
profits and NGOs, which pursue a social mission through their opera-
tions, also rely on traditional financial statements to discharge their

fiduciary responsibilities to stakeholders.



122 Part II: A New Worldview

With the push for greater corporate accountability, many exter-
nal organizations are asking for sustainability data to be included in a
single report, preferably with audited financial statements included in
the annual report (Eccles and Krzus 2010). Some organizations have
begun experimenting with “full-cost accounting” and “triple-bottom-
line reporting”

When sustainability data are included in accounting documents,
external auditors are responsible for their evaluation if the data con-
flict with knowledge they have gained during the audit process. The
use of external auditors is presumed to lend some credibility to the
sustainability data and their collection, although often external audi-
tors do not have the technical expertise to do so.

In response to the push for sustainability, some external groups
are developing metrics and certification methods (such as Leadership
in Energy and Environmental Design [LEED], organic food stan-
dards, B corporations, and the Dow Jones Sustainability Indices) that
are applied to companies in an industry or across industries. Unfortu-
nately, the verification of these metrics is usually limited to a review of
the data-gathering method and does not extend to the content of the
specific metrics reported. There are obviously numerous challenges

and inconsistencies with engaging in triple-bottom-line reporting.

Why Is the Accounting Profession

Hesitant to Engage a SEERS Approach?

The accounting profession’s conceptual framework establishes decision
usefulness as the central criterion for accounting information. To have
decision usefulness, data are to be both relevant (providing timely pre-
dictive or feedback value) and reliable (meaning the information can
be verified, has representational faithfulness to what it purports to
measure, and is neutral) (Financial Accounting Standards Board 2010;

International Financial Reporting Standards 2010).
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For the accounting profession to engage SEERS metrics, the data
must likewise be both relevant and reliable; yet because there is no
agreement on the metrics regarding SEERS, the relevance of the data
is questionable. Moreover, because the data that organizations provide
are often suspect, the reliability is also questionable.

For accountants to incorporate SEERS and sustainability met-
rics into a predictive model of analysis and reporting, a number of
industrywide issues must be resolved. First, the accounting profession
must develop suitable criteria to support practitioners’ evaluation of
SEERS data. Practitioners need these criteria to ensure that the data
are measurable, complete, and free from bias. Second, and perhaps
more importantly, accountants and entrepreneurial leaders must gain
knowledge of SEERS and its associated financial and nonfinancial
issues. They must also be knowledgeable about how to leverage the
data to compile an informed, credible SEERS report. With this knowl-
edge entrepreneurial leaders will lead the way in building sustainabil-
ity reporting that supports SEERS.

Outside the United States, some accounting professionals are
examining how to combine sustainability metrics with existing finan-
cial data to improve reporting. Some improvements have been made
to establish unbiased methods for systematically collecting, reporting,
and ensuring the reliability of sustainability metrics and for devel-
oping external reports that explain how sustainability links to the
organization’s strategy and goals. In other instances, sustainability
performance metrics are tracked to specific roles and responsibilities
and are included in the organizations internal performance manage-
ment systems.

To help meet external reporting challenges, in December 2010
the International Accounting Standards Board issued a nonbinding
practice statement that allows management to provide a historical and

prospective commentary on its financial statements that adds context.
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The practice statement did not preclude the reporting of nonfinan-
cial metrics (such as sustainability and environmental data) in the
commentary but required management’s statements to abide by the
International Financial Reporting Standards conceptual framework
(IFRS 2010).

Although the accounting profession may be making some prog-
ress on considering sustainability, it is not moving quickly. As edu-
cators we are focused on how to use our current understanding of
accounting practices to develop entrepreneurial leaders who are con-
sidering these complex accounting issues and are using their knowl-
edge to act their way into feasible solutions that provide relevant and
reliable data. If we are able to develop accountants and entrepreneurial
leaders who have this worldview, in their privileged position as infor-
mation providers these individuals will be better positioned to lead

their organizations to define, measure, and assess SEERS efforts.

Toward an Accounting Curriculum
That Supports SEERS

In both our undergraduate and graduate programs, we have developed
the accounting curriculum around two critical themes that enable
our students to make connections between accounting practices and
SEERS-based decision-making.

First, in our discussion of traditional management and financial
accounting topics, we focus on the implications of management dis-
cretion in reporting to both internal and external decision-makers.
Students develop a comprehensive understanding of the limitations of
generally accepted accounting principles (GAAP) in external report-
ing and of traditional management accounting metrics in internal
reporting. Second, we depend heavily on our integration with other
disciplines so that we provide the rich context needed to think broadly

about how both internal and external accounting data are and could be
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used in decision-making. We continue to develop new course materi-
als to support these themes and to reflect ever-changing conditions

and practices.

The Implications of Management
Discretion in Reporting

Financial accounting In introductory financial accounting courses,
faculty are focused primarily on preparing students to be informed
users of financial statements prepared using GAAP. While we cover
fundamental concepts—such as the accrual basis and the framework
of the financial statements; mechanics of methods, such as inventory
cost flow assumptions; and traditional ratio analysis techniques—
we discuss earnings management, both its implications for financial
statements and its roots in management incentive structures. We use
current events to highlight these financial reporting results. For exam-
ple, we recently discussed the BP oil disaster as an illustration of the
GAAP requirement to estimate its cost and associated liability and of
the limitations of the footnote disclosure.

In our graduate introductory financial accounting course, we
discuss earnings management extensively in the context of every topic,
from revenue recognition and receivables to operating leases. Every
year we update course materials to use the most recent annual reports
available, and we require students to analyze footnotes. Through this
hands-on approach, students see the information that is reported and,
just as significantly, the information that is not reported. These discus-
sions of accounting practices enable us to introduce students to the
truths that are often hidden behind the financial statements.

Entrepreneurial leaders must first understand the challenges and
the limitations of current accounting practices before they can imag-
ine more-comprehensive approaches that will support a SEERS world-
view. This discussion inevitably leads to a conversation about how

accounting practices affect the prioritization of social, environmental,
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and economic values and how these practices would need to be done
differently to take responsibility for both business and society.
Studentslearn to view events from a multistakeholder perspective
and develop a healthy respect for both the usefulness and the limita-
tions of financial data to various social and environmental stakehold-
ers. This case discussion is eye-opening for many course participants,
who come to understand the need for more-comprehensive account-

ing practices that consider social, environmental, and economic value.

Managerial accounting Our introductory management accounting
courses develop strategic cost analysis tools, often in the context of
social and environmental responsibility. One innovative scenario that
we use in the undergraduate course addresses the tradeoffs managers
make in a job-costing case: a project manager gives incorrect instruc-
tions to subordinates writing code for a video game and causes the
project to materially exceed its budgeted costs.

Students calculate the cost of the job, charging the incorrect
work directly to the job as labor. We then discuss which stakeholders
may be affected by this accounting decision and explore the implica-
tions for the various groups. Most students conclude that the wasted
hours need to be written off as losses or put into overhead (quality
control failures), but they then must address how they would convince
the project manager and, failing that, what alternatives they might
use to resolve the issue. The discussion highlights that management’s
accounting decision regarding allocation of the wasted hours is criti-
cal to the subsequent decisions made.

In covering the use of accounting metrics in performance eval-
uation, we have found that the balanced scorecard is also useful for
teaching entrepreneurial leaders to build an accounting framework
that can be expanded beyond finances to include environmental
and social sustainability metrics, as well. In introducing the balance

scorecard, we focus on its behavioral implications and accounting
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practices. We consider how a performance measurement system can
be used to encourage ethically and socially responsible behavior.
We also ask entrepreneurial leaders to consider how to use the bal-
anced scorecard to develop more-comprehensive measures of perfor-
mance that consider social, environmental, and economic metrics.
This discussion helps students recognize the importance of engaging
accounting measurement to direct behavior and opens them up to the
possibility of using accounting to focus themselves and their organiza-
tions on SEERS.

Integration across Disciplines

In all of our programs, we teach introductory financial accounting in
the rich context of an integrated curriculum. For freshmen there is
a yearlong course, Foundations of Management and Entrepreneur-
ship (see chapter 1), in which student groups start and run a busi-
ness. Our introductory financial accounting course connects with this
experience, particularly in our coverage of historical ratio analysis and
building projected financial statements.

In the graduate program, the introductory financial accounting
course connects both with finance, through building projected finan-
cial statements and forecasting cash flows, and with strategy, through a
joint class introducing basic concepts of financial footprints of indus-
try characteristics and strategic choices. Students must use accounting
information in the context of rigorous prediction logic to see both its
value in assessing economic sustainability and its limitations in assess-
ing environmental and social responsibility.

Ethics is a recurring theme in financial accounting courses, raised
repeatedly in discussions of earnings management and specifically in a
joint session with law focused on accounting fraud; most recently this
involved an analysis of the WorldCom case.

We discuss the Sarbanes-Oxley legislation and the challenges of
its requirement that CEOs and CFOs (chief financial officers) certify
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the accuracy of their companies’ financial reports. We focus specifi-
cally on how managers can incorporate an ethical framework that
considers multiple stakeholders in developing internal controls and
reporting practices that strengthen the organization.

Management accounting courses also integrate ethics in discus-
sions of management uses of accounting information in performance
evaluation and cost allocations. Referring again to the discretionary
nature of accounting, we also discuss CSR reporting and the chal-
lenges it poses to developing standard practices around social and
environmental reporting. We use case discussions to encourage stu-
dents to consider how they would address this challenge and create
practices and metrics that are supportive of SEERS.

Our management accounting courses also connect directly
with core courses in operations and organizational behavior. In the
undergraduate course, for example, we have tailored a product design
exercise, which is taught jointly by the accounting and operations
management faculty, to include environmental and economic trade-
offs. Working in small teams, students are given specific roles and are

instructed to design a payload lander that meets the following criteria:
It successfully lands.
It is artistic, stackable, and green.
It yields a profit.

One member of each team is assigned a role that is focused on
the use of reusable, recyclable parts and obtaining a LEED certification
for the product. Other team members have roles in which they focus
on the client’s needs, the creativity of the design, or the budget man-
agement and profitability. Students learn about the potential incom-
patibilities and tensions between environmental and economic value.
They must work together and integrate concepts from multiple disci-

plines to develop an integrated economic and environmental solution.
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Creating New Materials to Develop

SEERS Accounting Practices

As we teach entrepreneurial leaders how accounting practices can be
leveraged to support SEERS, we also highlight how corporate sustain-
ability reports must be developed to support this integration.

For example, when we conduct an industry analysis of the US
carpet manufacturing industry, we focus on social, environmen-
tal, and economic issues. In this analysis we highlight the company
Interface Inc., which since 1997 has articulated the goal of ecological
sustainability by 2020. Interface’s website includes multiple environ-
mental metrics (such as landfill waste volume, energy use, green-
house gas emissions, and water intake), but its Form 10-K reports
only traditional financial metrics. We use financial statement analysis
to assess the financial impact of Interface’s strategic choices, and we
discuss how environmental sustainability metrics might be combined
with financial metrics to better capture the firms position. Through
these discussions, entrepreneurial leaders learn the inherent value of
developing an integrated SEERS worldview in which they examine
the financial consequences of corporate choices to include social and
environmental sustainability and responsibility as components of the
strategic mission.

The Interface example highlights how we focus student attention
on integrating environmental reporting into economic reporting. On
the flip side we highlight the importance of economic sustainability
to social and environment sustainability. We consider nonprofits and
NGOs, which are unable to deliver on their strategic missions if they
are not economically viable. Managers of both types of organizations
rely on accounting reports for information to make long-term strate-
gic decisions and everyday operating decisions.

From an economic standpoint, entrepreneurial leaders must
understand the business model of an organization and how it generates

profits and cash. We train students to forecast financial information
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to assess if an entity is capable of existing economically, that is, if it
provides the required return to its equity providers while maintaining
adequate cash flow to continue to operate and grow.

We also stress the importance of economic stewardship to the
long-term survival of organizations that have a social or environmen-
tal mission. In the graduate management accounting course, for exam-
ple, we discuss an organic-farming case to demonstrate that, even with
its social and environmental mission, for the entity to remain viable it
must make decisions about product lines and sales channels based on
their profitability.

A current challenge to teaching budding entrepreneurial lead-
ers to connect accounting practices to a SEERS worldview stems from
the lack of available material to support this educational approach.
We have had to develop our own teaching materials that demon-
strate how for-profit organizations and individuals are engaging a
SEERS worldview.

One such case focuses on the strategic deployment of sustain-
ability at Sodexo. Beginning with a discussion of the history and
the drivers of Sodexo’s sustainability efforts, the case focuses on the
management and structural gaps that sometimes derail sustainabil-
ity efforts, the conflicts that arise between supply-chain management
strategies for profitability and the sustainability group’s strategies, and
the challenges in developing and tracking sustainability metrics and
in embedding them in the organization’s performance management.
This case series enables students to learn from an organization that is
engaging a SEERS worldview and to explore the emerging accounting
practices that integrate social, environmental, and economic measures.

As future entrepreneurial leaders consider how to connect
accounting practices to support SEERS, they need to explore the
added complexity of how to manage various components of the sup-
ply chain. We developed that opportunity in another case—Eastern

Tire—which is based loosely on Ford Motor Company’s experience
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with the separation of tread and the catastrophic failure of tires pur-
chased from a Chinese manufacturer. With the Eastern Tire case, we
explore a focal organization’s responsibility for the actions of its value-

chain members as well as its approach to managing the incident.

Conclusion

In management programs around the world, students are more
engaged with issues of social and environmental sustainability. They
often make decisions to attend a particular program based on its
rankings by the Aspen Institute or in recent Businessweek reports on
sustainability in management curricula. We have determined a few
critical factors that management programs—and business organiza-
tions—must consider as they focus on developing entrepreneurial
leaders who possess a SEERS worldview.

First, sustainability must be taught from a multidisciplinary
approach across an entire curriculum so that students understand
how all aspects of the organization support their ability to develop and
engage this new worldview of business. Many management programs
were unsuccessful in their teaching of ethics because they taught it
in a compartmentalized manner or relegated it to the efforts of the
organizational behavior faculty. We suspect that the development of a
SEERS worldview in entrepreneurial leaders will fail if approached in
the same way.

To fully embrace SEERS, students must learn the strategic impli-
cations of their decisions and a detailed approach to implementa-
tion that is based in cognitive ambidexterity. Through an integrated
teaching approach, management students can ask and answer some
of the challenging issues associated with exploring the synergies and
the tensions of social, environmental, and economic responsibility
and sustainability.

Second, students must be introduced to the subjective ele-

ments of objective concepts so that they develop a more nuanced
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understanding of SEERS. When we introduce accounting methods
and principles, students must learn how management decisions influ-
ence the outcomes on both internal and external financial statements.
They must also understand the limitations of accounting data in terms
of capturing sustainability efforts. With this understanding, we pre-
pare entrepreneurial leaders who will create new reliable and relevant
ways of engaging accounting practices to support SEERS. With this
knowledge these leaders will be able to take a different approach to

decision-making, using a fundamentally different worldview.
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CHAPTER 7

The Financial Challenge:
Reconciling Social and
Environmental Value
with Shareholder Value

Richard Bliss

IN THE FINANCE COMMUNITY, SHAREHOLDER VALUE HAS LONG BEEN
the performance metric of choice for academics and professionals.
Along with increasing profits, the maximization of shareholder value
is viewed by many as the primary objective of corporate managers and
is a pillar of most finance courses. As we introduce the importance
of SEERS, the immediate question arises regarding how social and
environmental sustainability, financial performance, and shareholder
value are related. Can these concepts not only coexist but be taught
in a cohesive, effective pedagogy? As the importance of developing a
SEERS worldview becomes more central for both organizations and
entrepreneurial leaders, we have an obligation to try. The task of incor-
porating SEERS into a finance perspective based on predictive logic,
however, can be formidable. To illustrate this challenge, we begin with
what appear to be simple questions about sustainability and corporate

social responsibility, activities resulting from a SEERS worldview.
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The first question relates to the ranking of companies in terms of
corporate social responsibility, or CSR.* Each rating approach evaluates
a different aspect of sustainability and responsibilities and, for many,
the top-rated company can be on the list one year and off the next.

Take Monsanto for example. In 2010 the company was ranked 31
in Corporate Responsibility Magazine’s “best corporate citizen” rank-
ing and was also one of the “least ethical companies” in the Covalence
rankings (Cause Integration 2010). There was also a major change in
the top 100 “best corporate citizens” from 2009 to 2010: 44 compa-
nies from Corporate Responsibility Magazine’s 2009 “best corporate
citizen” ranking disappeared from the 2010 ranking, including CSR
darlings Agilent (recognized by RiskMetrics Groups 2010 Global
ESG 100, Newsweek’s 2009 Green Rankings, and Corporate Knights’
Global 100) and General Electric (recognized by Ethisphere magazine
as among the 2009 Most Ethical Companies, Newsweek’s 2009 Green
Rankings, and 2010 Corporate Knights Global 100) (Ravich 2010).

The second question refers to exhibit 7.1, which shows two-year
stock returns for four companies: Whole Foods Market Inc., Tim-
berland Co., Exxon Mobil Corporation, and Huntsman Corporation
(Fortune magazine’s least-admired American company in 2007 based
on social responsibility). Which companies do you think have the
positive and negative returns? The two companies with positive stock
returns are Exxon Mobil and Huntsman, and the two companies that

lost about 40 percent of their value are Timberland and Whole Foods.

*In this chapter we use the term CSR somewhat interchangeably with SEERS
because it is a common term in finance for a firm’s social and environmental
responsibility. The goal of CSR is for a company to share its actions, take respon-
sibility for them, and encourage a positive impact through its activities on the
environment, consumers, employees, communities, and other stakeholders. As
noted in chapter 6, however, the concepts of CSR and SEERS are not the same,
as SEERS argues for a more holistic approach to social, environmental, and eco-

nomic value creation.
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Exhibit 7.1 Two-year stock returns for Whole Foods, Timberland,
Exxon, and Huntsman

These examples—while admittedly unscientific—highlight two
of the impediments to a rigorous reconciliation of SEERS and share-
holder value. The first is that there are many ways to define CSR,
but there is no single, established method that allows us to quanti-
tatively evaluate and rank companies. In contrast, there are financial
standards—GAAP, International Accounting Standards (IAS), and
Sarbanes-Oxley—that permit an “apples-to-apples” comparison of
corporate financial performance and regulatory compliance across
industries and countries (see chapter 6).

The second impediment is that, despite hundreds of empirical
studies, there is no clear or consistent evidence that CSR activities pro-
duce superior financial returns to shareholders. This lack of an obvious
link between social and environmental responsibility and shareholder
value creates conflict for investors and corporate managers who must
balance their legal and fiduciary responsibilities with the mounting

pressure to embrace SEERS.
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Finance educators and professionals who rely on predictive logic
based in reams of data and economic theory face a quandary. On one
hand, the lack of standardized data and the inconclusive connection
between CSR and financial performance make it tempting to dismiss
SEERS as just another management fad. On the other hand, some
managers believe that social and environmental responsibility matter
but are unsure how it connects to profitability and shareholder value.
As educators, we face heightened student awareness and interest in
social and environmental responsibility and evolving questions about
the role and the responsibilities of corporations. The combination of
these factors is why we should strive to better understand the topic
and educate our students—the world’s future entrepreneurial lead-
ers—in how to engage a SEERS worldview from a finance perspective.

Rather than try to justify social and environmental sustainabil-
ity on philosophical or moral grounds—as some advocates do—the
finance perspective contends that SEERS needs to be considered and
evaluated within the shareholder value framework. Certain social and
environmental activities are not at odds with increasing shareholder
value. Indeed, focusing on these value-creating activities allows us to
avoid throwing the baby out with the bathwater. We hope to convince
the reader and our finance colleagues that by evaluating SEERS activi-
ties with financial analytical rigor embedded in prediction logic, we
can focus on those practices that are aligned with shareholder value
and at the same time improve both the content and the effectiveness

of our teaching.

Financial Framing of SEERS

We begin by highlighting some of the challenges to incorporating
social and environmental value creation into the world of finance.
It may also help explain why both finance academics and industry
professionals have often viewed social and environmental responsi-
bility skeptically. We believe that the difficulties of reconciling CSR
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with shareholder value creation fall into three broad areas: defining
CSR, measuring and evaluating CSR, and assessing the relationship

between CSR and financial performance.

Defining Corporate Social Responsibility

The definition of socially responsible corporate behavior is not clearly
developed.* The possible behavioral activities range from obeying
environmental laws to reducing the carbon footprint of the supply
chain, from obeying local labor laws to providing health insurance,
and from making charitable donations to producing antiracism public
service announcements. It is therefore difficult to classify companies
as having “good” or “bad” CSR.

For example, is McDonald’s a responsible corporate citizen for
using recyclable packaging materials when its products are nutrition-
ally suspect and its suppliers practice large-scale corporate agricul-
ture? Are Monsanto’s genetically modified seeds the answer to global
famine or a threat to biodiversity? Should Archer Daniels Midland be
praised for its role in expanding ethanol production or pilloried for
the fact that corn-based ethanol may actually contribute more to the
problem of climate change than comparable amounts of fossil fuels?
Should these companies be praised for certain activities and criti-
cized for others? Is there a way to evaluate a company’s net contribu-
tion to society? And how do the shareholders react to these different

types of activities?

*The academic literature uses both CSR and corporate social performance (CSP),
although the distinction is not always clear. CSR is the socially responsible
behavior the firm undertakes, whereas CSP represents how stakeholders assess
the quality and the impact of those behaviors. Luo and Bhattacharya (2009, 201)
summarize the distinction as follows: “While firms invest in CSR initiatives,
CSP, as the measure of firms” aggregated historical social performance relative
to competition, is what stakeholders reward the firms for and, therefore, what is

potentially linked to firm financial performance.
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Measuring and Evaluating CSR

Chapter 6 discusses the challenges associated with CSR reporting
and the lack of consistent standards to guide it. There are a variety
of reporting guidelines and standards for CSR, and each measures
something different. In addition, there are many rankings and lists
that purport to provide evidence on a company’s CSR or sustainabil-
ity activities, yet the methodologies behind some rankings are subjec-
tive at best. A similar problem is the lack of a mandatory disclosure
requirement for companies to provide information about their social
and environmental activities, and when they choose to report there
are few consistent standards.

Contrast this with the financial data available to investors, cor-
porate managers, and academics wishing to evaluate corporate per-
formance. Every public company is subject to mandatory quarterly
financial disclosure requirements. The content and the format of those
disclosures are clearly defined and subject to Securities and Exchange
Commission requirements and the rules of GAAP or IAS account-
ing standards. These issues are similar to the challenge of providing
reliable and relevant data (see chapter 6). There is no question that
the information available for assessing financial performance is more
clearly defined and readily available than data on social and envi-
ronmental performance. For those leaders who are used to making
decisions based on reliable and relevant measures of future financial
implications, it is challenging to incorporate social and environmental
activities, which can be more difficult to measure.

Another challenge for finance is the focus on shareholder value
creation. A focus on social and environmental value means broad-
ening the managerial focus to include other stakeholders, such as
employees, suppliers, customers, and the local community. When this
happens, the objective becomes maximizing aggregate stakeholder

welfare rather than simply share price. The problem is that stakeholder
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theory, at least in its current state of development, does not clearly
define aggregate welfare or explain how to quantify the tradeoffs
among competing stakeholders.

Therefore even when companies assess and report their social
and environmental activities, there is no effective way to compare the
information across companies. It is therefore not surprising that many
companies fail to report their activities in any quantitative way or that
their CSR reports have limited information. Companies may choose
to present only the positive outcomes for stakeholders rather than
the tradeoffs that were made. The CSR report can become more of a
means of improving the company reputation and brand image than an

accurate assessment of its actual performance.

The Disconnect between CSR

and Financial Performance

Perhaps the biggest challenge in reconciling corporate social responsi-
bility with a financial model is that there is inconsistent evidence that
CSR produces better financial performance for a firm. We can evalu-
ate this issue from two perspectives. The first reviews the link between
CSR and individual firm financial performance, and the second looks
at the returns from socially responsible investing (SRI). While there is
some evidence of a relationship between CSR and corporate financial
performance, it is neither consistent nor conclusive.

Orlitzky et al. (2003) used meta-analysis to review 52 academic
studies of the link between CSR and corporate financial performance
(CFP), concluding that corporate social performance (CSP) is posi-
tively associated with CFP. The researchers found little evidence of
causality, however, concluding, “The relationship seems to be bidirec-
tional and simultaneous.” In other words, companies with high CFP
also have high CSP. Does good financial performance permit com-
panies to do good, or does doing good lead to better financial perfor-

mance? We do not know.
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Margolis and Walsh (2003) examined 127 published studies of
CSR and CFP between 1972 and 2002. The majority (109 studies, or
86 percent) model CSR as the independent variable predicting CFP.
Of these, 54 report a positive relationship, 7 a negative relationship,
and 48 no relationship or mixed results. For the 22 studies that mod-
eled CFP as the predictor of CSR, 16 (73 percent) found a positive rela-
tionship—that is, good financial performance led to more CSR. It is
difficult to draw definitive conclusions, however, because the remain-
ing 109 studies measure CFP in 7o different ways and assess CSR based
on 27 different data sources. Margolis and Walsh concluded, “A defi-
nite link between CSP and CFP may turn out to be more illusory than
the body of results suggests” How can we determine a link between
social responsibility and financial performance when CSR is not well
defined or measured?

Another way to assess the link between corporate social respon-
sibility and financial performance is to consider the performance of
socially responsible investing funds. SRI has grown dramatically in the
United States and around the world. In 1995 there were 55 SRI mutual
funds managing $12 billion and total SRI assets of $639 billion. By 2010
those numbers had grown to 493 funds and $569 billion, and total SRI
assets were $3.07 trillion, or 11 percent of the $25.2 trillion under pro-
fessional management (Social Investment Forum Foundation 2010).

In Europe between 1995 and 2005, the number of SRI mutual
funds increased from 54 to 375, with $30 billion of assets under man-
agement (Renneboog, Ter Horst, and Zhang 2008, 1726). Total Euro-
pean SRI assets increased from €2.7 trillion to €5 trillion from 2007 to
the end of 2009 (Eurosif 2010). Clearly, there is increased demand for
SRI funds, and investors may be looking for ways to evaluate the CSR
practices of firms so that they may invest in those firms.

While we know that the popularity of SRI funds has increased,
we need to consider whether SRI funds outperform other funds.

Renneboog, Ter Horst, and Zhang (2008) provide a comprehensive
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review of the academic research on SRI investing. Their empirical
evidence shows little difference in SRI performance in the United
States, the United Kingdom, Canada, and Australia and underperfor-
mance by SRI funds in continental Europe and the Asia-Pacific region.
Exhibit 7.2 shows the recent performance of two popular CSR indi-
ces—the Dow Jones Sustainability World Index and the FTSE4Good
Index, compared with the MSCI World Index. The data add support to
the claim of no consistent, superior performance by companies with
better SRI/CSR metrics.

The lack of a consistent, discernible link between CSR activity
and financial performance in this research does not mean that spe-
cific CSR activities cannot benefit individual companies. It means that
the financial impact of a firm’s social and environmental sustainability
activities needs to be critically assessed, just as its other activities and
investments must be assessed. In this context the challenge becomes
defining the CSR activities most likely to enhance shareholder value.

This is the goal of the next section.

CSRindices
3/31/2010
1-year 39.5% 56.2% 37.7%
3-year -18.8% -15.7% -17.6%
5-year 21.4% 15.3% 21.1%

1. Dow Jones Sustainability World Index:
http://www.sustainability-index.com

2. FTSE4Good Index:
http://www.ftse.com/Indices/FTSE4Good_Index_Series/index.jsp

3. MSCI World Index:
http://www.mscibarra.com/products/indices/international_equity._
indices/gimi/stdindex/performance.htm|

Exhibit 7.2 Performance of corporate social
responsibility indices


http://www.sustainability-index.com
http://www.ftse.com/Indices/FTSE4Good_Index_Series/index.jsp
http://www.mscibarra.com/products/indices/international_equity_indices/gimi/stdindex/performance.html
http://www.mscibarra.com/products/indices/international_equity_indices/gimi/stdindex/performance.html
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Analyzing SEERS from
a Finance Perspective

Because the social and environmental components of SEERS are cur-
rently ill defined, lacking in objective measure, and not yet clearly
linked to financial performance, can SEERS still be reconciled with
shareholder value? From a financial vantage point, we believe that the
answer is a qualified yes. In this section we present an approach that
incorporates components of SEERS into financial analysis and educa-
tion. By focusing on those elements of SEERS with a clear connection
to financial performance, we can maintain shareholder value without
sacrificing analytical rigor. We believe that such an approach is not
only defensible but also reflective of the way social and environmental
responsibility is viewed by leaders in many corporations. As this state-
ment from Matt Kistler, senior vice president of sustainability at Wal-
Mart, reiterates, “If this was not financially viable, a company such as
ours would not be doing it” (Bhanoo 2010).

How do we teach budding entrepreneurial leaders to consider
the financial benefits of SEERS activities? From a finance perspective,
we believe that entrepreneurial leaders should focus their resources
on the social and environmental activities that they believe will have
a positive impact on profitability and shareholder value. Based in pre-
dictive logic, finance theory allows us to evaluate the financial impact
of these investments and activities just as we would other company
investments.

Finance theory defines the current value of any asset as the pres-
ent value of the cash flows it is expected to generate in the future.
There are two variables in this analysis: expected cash flows and a risk-
adjusted discount rate. Discounted cash flow techniques—the most
widely used tools for evaluating investments and valuing companies—
are based on this simple concept. With discounted cash flow, two com-

ponents can increase the value of a company today: one is an increase
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in the expected future cash flows (through cost reduction or revenue
enhancements); the second is a decrease in the risk of those cash flows
as proxied by the discount rate.

Thus for SEERS activities to create shareholder value, they must
either increase future cash flows (profits*) or reduce the risk of those
cash flows. Some individuals might scoft at the need for such a direct
connection, arguing that any socially responsible behavior is beneficial
in general. Most finance professionals are more pragmatic, however,
and not only would understand but hopefully would endorse SEERS
activities with a clear link to incremental cash flow or risk reduction.
Engaging the predictive logic of finance, we suggest that SEERS activi-
ties should be subject to cost/benefit analyses comparable to those that
guide most corporate resource allocation decisions.

To facilitate this predictive analysis, we propose three categories
to evaluate SEERS activities: cost savings, revenue enhancement, and
risk reduction. Of course, the delineation is not always clear and some
SEERS activities may fall across more than one category. Our frame-
work for reconciling SEERS and shareholder value is summarized in
exhibit 7.3, which shows the three categories of SEERS activities and
ranks them based on the estimated strength of their connection to
shareholder value. At of the top of the figure are SEERS activities that
clearly increase cash flow and are relatively easy to identify and con-
nect with shareholder value. At the bottom are activities that have a
weaker connection to financial performance or that are more difficult
to quantify in terms of costs and benefits. Although this exhibit and its
categories are somewhat subjective, we believe it’s useful for advanc-
ing our understanding of how to consider SEERS activities within
our current methods of financial analyses. The following discussion

describes each type of activity and provides real-life examples.

*Although profits and cash flow are not synonymous, for the sake of simplifica-

tion we make the reasonable assumption that they are closely correlated.
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SEERS/CSR
activities
Strong Cost savings Using lower-cost recycled materials
connection Reducing packaging materials and
A shipping costs
Direct or | inah lici
indirect mproving human resources policies
to increase productivity
Revenue Charging a premium for socially
enhancement responsible products
Using cause marketing
Direct or Givi hari d .
indirect . iving to.c arity an get.tlng
involved in the community
Risk Heading off taxes and unfavorable
reduction regulation
\J Protecting the company’s reputation
K Direct or ina b doth
Wea . indirect Preyentlng .oycotts and other
connection social ostracism

Exhibit 7.3 SEERS/CSR and shareholder value

Cost Savings

The simplest way to increase profits is to reduce expenses. The link
between SEERS and cost reduction can be direct or indirect. If achieved
directly, that is, with no additional spending or investment, the ben-
efits are obvious and unambiguous. SEERS activities that fall into this
category include a switch to less expensive but more socially respon-
sible production inputs. Examples of direct cost reduction include a
newspaper publisher’s switching to recycled newsprint priced below
virgin paper and a restaurant’s purchasing locally grown produce that

is cheaper than the offerings of its usual distributor.
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In practice most SEERS choices have an impact on multiple cost
items and may involve significant investment. The savings in these
cases are indirect. A common example of this is efforts to reduce
energy used in heating, cooling, and lighting commercial buildings.
This can be achieved in many ways, including insulation, smart con-
trols, and compact fluorescent lighting. Each of these changes involves
an upfront investment that yields future cost savings in the form of
reduced energy consumption. The environmental benefit comes from
reduced use of fossil fuels and fewer greenhouse gas emissions. For
any of these investments, we can estimate future cost savings, use dis-
counted cash flow techniques to weigh them off against the required
investment, and make a decision based on the expected impact on
shareholder value.

Another example of indirect cost savings can be found in the
way companies package their products. Environmentally friendly
packaging design can reduce material requirements, cut shipping
and warehousing costs, and encourage recycling. Here are three real-

world examples:

Procter and Gamble’s redesign of the Folgers coffee container to

reduce plastic consumption by 1 million pounds annually

Nestlé’s use of smaller labels on its Poland Spring and Deer Park

bottled water brands, which saved 20 million pounds of paper

Coca-Cola’s change of the Dasani water bottle shape to reduce

material usage by 7 percent (Demetrakakes 2007)

Each of these activities reduced cost due to material savings
and decreased shipping expenses due to lighter weight and reduced
size. There are costs involved in the redesign process, and there may
be additional investment in equipment, but, again, we can quan-
tify the costs and the expected benefits using the traditional tools of

financial analysis.
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There are many examples where SEERS reduces costs and
enhances revenues. Wal-Mart attributed more than $100 million of its
2009 revenue to its decision to switch to recyclable cardboard when
shipping to its 4,300-plus stores in the United States. Now it sells the
cardboard to a recycler rather than pays to ship the waste to a landfill
(Bhanoo 2010). In this case, Wal-Mart reduces its disposal costs by
switching to recyclable cardboard, which it then sells to generate new
revenue. Even if the new cardboard is more expensive, the incremen-
tal cost is more than offset by the new revenue and the reduction in
disposal costs. Wal-Mart estimated the 2009 environmental benefits
as 8,600 fewer tons of cardboard in landfills and 125,000 trees saved
(Wal-Mart Stores Inc. 2010, 13).

Another category of cost savings involves the intersection of
SEERS and a company’s employees. The premise is that more-loyal
employees save a company money by reducing turnover and increas-
ing productivity. Lower turnover means reduced costs for hiring and
training, while higher productivity improves profit margins. The first
link between SEERS and loyalty is based on the idea that employees
are less likely to leave socially responsible companies, which share
their values, a claim borne out by survey data.*

As an example, Timberland combines both approaches by shut-
ting down one day a year so that all 5,400 employees can participate in
company-sponsored philanthropy. It also allows workers one week off
with pay each year to work with local charities, and it offers paid six-

month sabbaticals for four employees each year to work at a nonprofit.

*Companies’ CSR practices, especially external ones, have a significant positive
influence on employees’ organizational commitment (Brammer, Millington, and
Rayton 2007); 57 percent of employees say their company’s CSR reputation is a
factor in retaining them (Towers Perrin Global Workforce Study 2007-2008);
40 percent of MBA graduates rated CSR as an “extremely” or “very” important
company reputation measure when job hunting (Hill and Knowlton 2008); and
92 percent of students and entry-level hires seek an environmentally friendly

company (Monster.com 2007).
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This is not inexpensive; the one-day shutdown alone costs the com-
pany $2 million. Timberland management believes that such expendi-
tures help the company attract and keep the best talent, which benefits
the bottom line. In the words of President and CEO Jeffrey Swartz,
“People like to feel good about where they work and what they do”
(Pereira 2003).

Loyalty and productivity may also improve at companies with
socially responsible human resource (HR) policies, which might
include paying above-market wages; providing discretionary ben-
efits like healthcare and retirement; offering workplace perks like free
lunch, on-site gyms, and childcare; and ensuring safe and fair working
conditions globally.

Starbucks, for example, realized early on that its employees
(called “partners”) were critical to creating its competitive advantage,
the “customer experience.” Being able to attract, train, and retain new
employees was also critical to its rapid growth plans. To accomplish
this, Starbucks pays above-market wages and offers health and den-
tal benefits, vacation time, a 401(k) plan, and stock options to even
part-time employees. The company also provides numerous oppor-
tunities for advancement, knowing that its typical hire will want new
challenges. Does it work? Turnover of Starbucks baristas is 8o percent
annually, whereas the industry average for quick-service restaurants is
200 percent (Weber 2005).

Companies like Timberland and Starbucks believe that their
investment in CSR and socially responsible HR practices yields tan-
gible financial benefits by creating a loyal and productive workforce.
The question with respect to shareholder value is whether those ben-

efits outweigh their costs.

Revenue Enhancement

For many firms the financial goal of SEERS may be to increase rev-

enue. As with cost reductions, the link between SEERS and revenue
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can be direct or indirect. The direct link occurs when customers pay
a premium for the socially or environmentally responsible charac-
teristics of the company’s products. When companies pursue CSR
to attract new customers, the connection to revenue is indirect. The
indirect approach has a more tenuous connection to profitability and
shareholder value.

Consumers pay a premium for socially responsible products for
many reasons. In some cases they believe that the products are supe-
rior. For example, some consumers believe that organic produce and
free-range meats are healthier and taste better, which justifies a higher
price. In others cases the products are of equal quality or functionality
but have been sourced in a more environmentally friendly manner or
provide social or environmental benefits in use. The electricity from
a wind turbine is identical to the electricity from a coal plant; how-
ever, generating the former does not produce CO, or contribute to
climate change.

For SEERS-based revenue enhancement to create shareholder
value, the additional costs of social responsibility must be offset by
the premium customers are willing to pay. Balancing these consid-
erations can be challenging. For example, in 2008 Costco and Sam’s
Club introduced a newly designed 1-gallon milk jug. The square con-
tainer carried significant environmental benefits, including easier
stacking, storage, and transportation. It also did away with the need
for traditional milk crates. The benefits included significant labor sav-
ings, less fuel and water consumption, and a lower price to consum-
ers. Consumers initially rejected the new jugs, however, claiming that
they were difficult to pour. The jug was subsequently redesigned, and
in-store pouring classes were introduced. The point is that consumers
will not accept reduced functionality as a tradeoft for improved envi-
ronmental product characteristics.

Contrast this example with Dutch Boy’s 2002 introduction of

the Twist & Pour paint container. The new container was completely
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recyclable and stacked more efficiently for transportation and storage.
It also provided tangible benefits to the consumer, including an inte-
gral pouring spout, a twist-off lid that better preserved the paint, and
an easy-to-grip handle. Even though the container cost $2 more than a
traditional metal paint can, sales at Dutch Boy tripled in the first year
(Bishop 2008). By improving both performance and environmental
characteristics, Dutch Boy was able to increase its total revenues.

Another revenue-enhanced component of SEERS may be the
ability to generate additional business from existing customers or to
attract new ones. One method of indirect revenue enhancement is
cause marketing, which Wikipedia (2010) defines as a type of market-
ing involving the cooperative efforts of a for-profit business and a non-
profit organization for mutual benefit.

An early example of this was the 1983 partnership between
American Express and the Statue of Liberty-Ellis Island Foundation.
American Express pledged a one-penny donation toward the Statue
of Liberty renovation for each transaction made with an American
Express card and $1 for each new card application. The campaign
included $4 million in advertising and resulted in $1.7 million being
donated toward the $62 million renovation. More importantly for the
company, use of American Express cards rose by 28 percent in just the
first month, compared with the previous year, and new card applica-
tions increased by 45 percent (Adkins 2003, 670). In this example, the
implications for company profitability and shareholder value could
readily be estimated.

Other ways of engaging SEERS to indirectly increase revenue
include charitable giving and involvement in the local community. In
some cases these activities may be connected to the company’s prod-
uct or service. For example, in 2010 Aéropostale donated 15,000 coats
from the previous season to nonprofit Cradles to Crayons, which pro-

vides clothing to children in need. The benefits of donating these coats
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exceeded the incremental revenue that Aéropostale might have made
from selling marked-down oft-season coats.

In other cases such actions may have no direct connection to
the company’s products or revenue, but they help build the compa-
ny’s reputation which, over a longer period of time, might help retain
existing customers and attract new ones, indirectly increasing rev-
enues. Examples of this type of activity include McDonald’s Ronald
McDonald House and Goldman Sachs’s 2008 pledge of $100 million
to “10,000 Women,” a global initiative delivering business education
to women in developing countries. Cynics might argue that some of
these activities are meant to repair rather than build reputations, but
the goal is consistent: to enhance the company’s image in the eyes of
employees, customers, investors, and other stakeholders.

In considering the revenue-enhancement opportunities of SEERS
activities, organizations must be cognizant that there is a limit to the
premium that customers may pay for socially conscious goods and
services. The tradeoffs inherent in such decisions can create conflicts
with other stakeholders and other core aspects of a company’s strategy.

For example, Wal-Mart complained about the high prices associ-
ated with using renewable energy and was concerned that the costs
would have to be passed on to consumers, threatening the company’s
“always low prices” mantra (Ailworth 2010). Merck, which in part-
nership with the Gates Foundation launched an initiative in 2000 to
improve HIV/AIDS treatment in Botswana, had to balance the R&D
costs of developing new drugs and the need for patent protection with

the very real social crisis HIV and AIDS were causing in Africa.

Risk Reduction

The final financial classification of SEERS initiatives is that of reducing
risk. If the volatility of a firm’s cash flow decreases, so should its cost of
financing (Luo and Bhattacharya 2009). Reducing the discount rate in

any discounted cash flow analysis increases the current value of future
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cash flows. Even if it requires new investment or additional expense,
a sufficiently large reduction in risk can increase shareholder value.

The first way SEERS can reduce risk is by heading off potentially
expensive regulation and taxation. Consider the American Bever-
age Association’s recent television and print ads showing Coca-Cola,
Pepsi, and Dr Pepper employees removing full-calorie soft drinks from
school vending machines. The campaign (American Beverage Asso-
ciation, n.d.) touts the collaborative effort among fierce industry rivals
and claims, “Together, we've reduced beverage calories in schools by
88 percent.” What the ads fail to mention are the recent efforts at both
the federal and state levels to impose new taxes on sugar-laden bever-
ages. The taxes would raise revenue that would be used to offset the
contribution of these drinks to obesity-related health problems.

Kevin Keane, senior vice president of public affairs at the Ameri-
can Beverage Association, summarized the industry’s perspective as
follows: “Youre always in a far better position to be on offense than
on defense all the time, and our companies recognize that and are
doing bold things in the public policy arena that others will follow”
(Zmuda 2010).

In other cases the risk is not of additional regulation or taxa-
tion but to the company’s reputation. As mentioned in chapter 4, Nike
has had to respond to questions from customers and activists about
its social and environmental impacts. When a 1996 New York Times
column highlighted the conditions under which Indonesian women
were producing Nike products, the company found itself at the center
of a public relations nightmare (Herbert 1996). Labor groups protested
Nike’s practices and accused it of hypocrisy, noting that the company
was in the midst of an ad campaign that touted sports and exercise as
a path to female empowerment. Brewing boycotts of Nike products by
consumer groups increased the risk considerably. As a result, later in
the year the company created a new department to monitor compli-

ance with labor standards by its supply-chain partners. By 1998 Nike
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had established SEERS initiatives connected to its core business func-
tions in response to the labor crisis and the potential damage to its
reputation (Kytle and Ruggie 2005).

The examples of cost savings, revenue enhancement, and risk
reduction in this chapter suggest that organizations can connect
SEERS to financial value creation. Yet as entrepreneurial leaders use
these models, they need to be cautious to avoid value-destroying
behavior that occurs when they unilaterally pursue social initiatives
that competitors eschew. This type of activity can put an organization
in a vulnerable position in either the product or capital markets.

Coining the term supercapitalism, Robert Reich (2008, 10) argues,
“Competition is so intense that most corporations cannot accomplish
social ends at a cost to their consumers or investors, who will otherwise
seek and find better deals elsewhere” Reich cites numerous examples
of companies whose SEERS activities had to be scaled back in the face
of declining financial performance. These include Levi Strauss, which
almost went bankrupt due to its commitment to domestic manufac-
turing, and Marks & Spencer, a perennial favorite for its worldwide
labor standards, which became the target of a hostile takeover in 2004.
The key is that in a competitive marketplace, companies must pay
attention to both SEERS and profitability or risk losing both.

In summary, from a finance perspective organizations must con-
sider how SEERS creates value for both their customers and their share-
holders. To do so they need to be aware of the competitive landscape
and effectively communicate their social and environmental activities
and anticipate customers’ reactions to price increases or product func-
tionality changes. Activities that reduce costs or directly increase rev-
enues in a predictable way will yield the most immediate and tangible
financial benefits. Furthermore the analyses of the cash flows should
consider how these activities increase or decrease the risks.

Refer again to exhibit 7.3, our framework for reconciling SEERS

and shareholder value. The figure establishes a context for making the
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connection between SEERS, financial performance, and shareholder
value and also provides guidance on how SEERS might be incorpo-

rated into finance education.

Strategies for Integrating SEERS
into Finance Education

Exhibit 7.3 provides a conceptual framework for incorporating CSR into
finance pedagogy. The connection between SEERS and the prediction-
based financial metric of shareholder value is through changes to cash
flows and risk. By focusing on the clearest connections between these,
we can incorporate social and environmental value creation into
finance education without sacrificing analytical rigor. This means rely-
ing on examples and cases that emphasize SEERS impacts on the top
half of exhibit 7.3. Today there are still very few cases or exercises that
make this connection explicit. Until good teaching materials become
more abundant, educators must be creative.

One way to do this is to focus on cost reduction. The easiest busi-
ness case to make for SEERS is a direct reduction in costs. Our earlier
discussion defined this as a cost savings that requires no additional
investment or expense and also highlighted their infrequency. The
more typical cost savings from social and environmental activity come
when the firm makes an investment in new technology and incurs
incremental costs or revenues elsewhere.

We use the Acid Rain: The Southern Co. (A) case (Reinhardt 1992)
to illustrate this tradeoff. In the case, Southern Company, one of the
largest power generators in the United States, is considering several
options for complying with new pollution regulations at its largest
coal-fired power plant. Although this is an older case, it provides an
example of a cap-and-trade system for sulfur dioxide and analyzes new
investment, input switching, and incremental costs and revenues. The

case also enables students to engage predictive logic to quantitatively
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estimate the impact of various SEERS choices on profitability, cash
flow, and value.

We use several cases on residential energy efficiency to connect
financial analyses to SEERS. In one case students evaluate the costs
and the benefits of adding insulation to an older home. In another case
they compute the expected payback and current value of the invest-
ments in and savings from a residential solar photovoltaic installation.
Although these activities are at the individual level, it is easy to scale
up the exercises for a corporate scenario.

We also connect examples from the popular business news and
corporate news releases of companies’ SEERS initiatives that produce
cost savings. Many companies issue annual sustainability reports that
provide a wealth of ideas for the classroom.* Even though these reports
are thin on financial metrics, they can be used to develop budding
entrepreneurial leaders’ understanding of the range of SEERS oppor-
tunities that companies are pursuing. This discussion can be used to
press students about the impact that they think certain activities have
on corporate financial performance and shareholder value (and how
the connection might be measured).

After cost savings, direct revenue enhancement through SEERS
activities has the strongest impact on corporate financial perfor-
mance. Recall that direct revenue enhancement occurs when compa-
nies sell products with socially responsible attributes. These cash flows
are more volatile and less certain because we must now incorporate
the fickle nature of consumer behavior. To introduce students to these
issues, we developed a case on bio-plastics to highlight the challenges
of profitably developing and marketing a “green” product (Bliss 2007).

We are also in the process of developing an exercise to quantify

the costs and the benefits of owning a Prius. This discussion raises the

*More than 1,300 companies from various industries around the world have
reports that can be accessed at http://www.globalreporting org/GRIReports/
GRIReportsList.
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important question of where boundaries can be drawn when evalu-
ating SEERS initiatives. For example, from the driver’s perspective
owning a Prius may reduce fossil-fuel consumption and CO, emis-
sions. When the entire environmental impact of producing the Prius
and manufacturing and disposing of its batteries over the vehicle’ life
is included, however, the cost/benefit analysis becomes more mud-
dled. By looking at the issue from multiple perspectives, students are
forced to deal with the inherent ambiguity of analyzing SEERS using
predictive logic.

As we proceed downward in exhibit 7.3, the connection between
CSR and shareholder value creation gets weaker and there are fewer
teaching materials that lend themselves to quantitative financial anal-
ysis. As such we have not yet focused our financial analyses with stu-
dents on the link between CSR and indirect revenue enhancement,
although we are trying to make these connections. For example, we
are considering a case about an investment fund that purports to have
CSR screening metrics that identify superior future stock returns.
This case will make a contribution to the discussion regarding socially
responsible investing and the ability to pick better-performing stocks
using a combination of financial, social, and environmental measures.

Given the challenges of linking corporate social responsibility
and shareholder value, we do not have a proven method based in pre-
dictive logic for quantifying the impacts of risk-reducing CSR activi-
ties. This is especially true when considering reputation risk. There
are, however, many cases that highlight how a company’s bad CSR
practices negatively affect reputation. In the case of BP and the 2010
Deepwater Horizon oil rig explosion and spill, for example, there was
a clear direct reduction in cash flow due to the cleanup and the legal
expenses associated with the spill. The consumer boycotts and the
damage to reputation also acted to indirectly reduce cash flow via lost
revenues. In these instances the impact of poor corporate citizenship

on shareholder value is both direct and indirect.
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The final way that finance educators can help students develop
their predictive logic assessment of SEERS activities is by including
materials that may not emphasize the shareholder value connection
quantitatively but that simply revolve around companies selling envi-
ronmentally friendly products and services. For example, the topic of
venture capital funding is popular with students, and using a green
company for financial discussion can indirectly raise SEERS aware-

ness with no loss of financial rigor.

Conclusion

The topic of SEERS should not generate anxiety or fear for finance
educators. By using predictive logic and proven analytical tools with
which we are already comfortable, SEERS and the existing tenets of
finance can coexist with little conflict. The clearest connection between
social and environmental initiatives and shareholder value are activi-
ties that directly increase cash flow.

There are numerous SEERS initiatives that reduce costs and
increase revenues, and for these we can easily estimate their impact on
corporate financial performance and shareholder value. By evaluat-
ing social and environmental investments in the same way we analyze
other investments, we provide a rigorous financial assessment of the
costs and the benefits of SEERS activities. Nonetheless we recognize
that other aspects of SEERS are more difficult to connect to value cre-
ation. This is because their impact on a firm’s cash flow—which ulti-
mately is a key determinant of value—is less clear. For these SEERS
activities, companies may need to postpone their adoption until there
is more certainty around the financial implication and the impact on
shareholder value.

When we discuss social and environmental issues and their eco-
nomic impact in a free market, we believe that there will always be
inherent tensions among these three dimensions. By subjecting the

most extreme viewpoints—that is, that all SEERS activities are either
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universally good or bad—to a modicum of scrutiny and analysis, we
can foster a fruitful and enlightening discussion and produce stu-
dents who better understand how SEERS connects to shareholder
value. These discussions, along with those suggested by our account-
ing colleagues, can raise awareness of a variety of SEERS issues and
their financial implications and produce future entrepreneurial lead-
ers who understand both the tensions and the potential synergies of

social, environmental, and economic responsibility and sustainability.
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from and Leveraging
Self-Awareness
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AT THE CORE OF ENTREPRENEURIAL LEADERSHIP IS AN INDIVIDU-
al's deep understanding of him- or herself, the context in which
he or she is operating, and his or her network of relationships. Return-
ing to the Clorox Green Works example discussed in the introduction,
the success of the venture was dependent on a few entrepreneurial
leaders’ being deeply connected to their values regarding the environ-
ment and the safety of families. These leaders’ passion to follow their
values and put them into practice brought Green Works to market.
Similarly, Robert Chatwani’s passion for supporting artisans in devel-
oping countries was fundamental to the founding of WorldofGood
.com (see chapter 4). Focusing on their own passions, these entrepre-
neurial leaders created teams who shared their vision for bringing a
social and economic opportunity to fruition.

Beyond understanding themselves, these entrepreneurial lead-
ers were also successful because they were aware of and responsive to
the context in which they were operating. In the case of Green Works,

the entrepreneurial leaders developed insight into why a certain
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population was interested in natural cleaning products. By connect-
ing to the values and not the demographics of this group, they opened
up a new market for Clorox and for the natural-products industry as
a whole. Similarly, Chatwani’s interactions with the local artisans in
India helped him understand the needs of this community. His knowl-
edge of eBay and its values also enabled him to garner internal support
for WorldofGood.com by showing how the opportunity connected to
eBay’s culture.

Finally, these entrepreneurial leaders did not bring about these
changes alone. They engaged others who co-created these opportuni-
ties. In the case of Clorox, the corporate marketing group, the new
Clorox CEO, and the Sierra Club brought Green Works to market
together. In Chatwani’s case, he motivated co-creators inside eBay
and connected with a critical outside partner, Priya Haji. For both sets
of entrepreneurial leaders, these connections arose because they had
passion for their ideas and they used experiments to build momentum
for these initiatives. Network connections transformed how both of
these innovative ideas developed.

In this chapter we explore how to teach entrepreneurial leaders
to identify and engage their awareness of their passions, values, and
skills. We focus on how budding entrepreneurial leaders can learn

from and leverage personal and professional self-awareness.

Management Development and the
Missing Focus on Self-Awareness

These examples indicate that the new entrepreneurial leaders need an
extraordinarily strong and realistic understanding of who they are.
They must understand their own identities in terms of their values,
drives, and background and must be honest and open about their
capabilities and limitations. This understanding provides the basis for

their ability to build social and economic opportunity.



166 Part III: Self- and Social Awareness to Guide Action

Consider, for example, John Chambers, CEO of Cisco, the largest
networking communications firm in the world. Chambers has dys-
lexia, a condition characterized by difficulty reading written words
and text-based communications. When he was growing up, the con-
dition led him to appreciate the world of learning and human com-
munication that existed outside of books. Chambers openly draws on
this experience as he encourages employees to experiment and grow
Ciscos video and web conferencing business, which aims to make
virtual face-to-face meetings a more engaging alternative to sending
long e-mails.

Similarly, Jeft Immelt, CEO of General Electric (GE), one of the
most admired global corporations and known for its leadership, has
newly refocused on what he describes as becoming “self-reflective on
steroids.” Immelt views his approach, and the one he hopes other lead-
ers at GE will adopt, as a means to promote greater innovation to drive
GE’s performance (Brady 2010). While most entrepreneurial leaders
do not have the high-profile roles of Chambers and Immelt, each has
unique strengths and challenges as well as passions, values, and skills
that he or she needs to understand and engage to drive opportunities.

Unfortunately, too many leaders have not done the work to know
who they are and what they want. Worse yet, some even discount the
inner voice that tries to inform them about their passions, strengths,
and limitations. They have a poor understanding of their current
strengths and weaknesses and have not given much thought to how
to identify and improve on the critical competencies required to be
successful in their current or desired careers. Even if they have done
some self-reflection about their goals and abilities, few leaders under-
stand how to engage their passion and goals to drive new social and
economic opportunity. Thus to develop entrepreneurial leaders, man-
agement educators must help them assess their values, abilities, and

interests. We need to educate these future leaders in how to improve
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their skills and competencies in ways that will enable them to create
value for themselves and their organizations.

When individuals decide to enroll in business school or partici-
pate in a leadership development program, they are often looking to
discover new ways of thinking, build new networks, and expand their
horizons. Sadly, this is not the reality of what most individuals experi-
ence when they take a management development course and particu-
larly when they enter an MBA program.

Both managers and academics have argued that MBA programs
have become divorced from the realities of the workplace, discon-
nected from working students’ day-to-day organizational experiences,
and overly technical, teaching students concepts rather than introduc-
ing them to new ways of thinking and new insights to inform their
leadership approach (Bennis and O’Toole 2005, Mintzberg 2004;
Rubin and Dierdorff 2009). Organizations have complained that MBA
graduates often emerge with unrealistic expectations of their self-
worth and have not acquired the self-awareness and the social skills to
quickly become effective leaders (Feldman 2005).

In essence most MBA students have not developed self-awareness
of their goals and abilities in the context of their existing or future
organizations. As such they are unprepared to help others build their
self-awareness. What ultimately makes MBA graduates successful
entrepreneurial leaders is their ability to not only proactively man-
age their own careers but also help develop the careers of others. Few
MBA programs provide students with training and practice in talent
development, particularly on how to prepare direct reports, identify
personal career goals, assess and improve critical competencies, and
provide coaching and support. This gap represents a largely untapped
opportunity for management educators and leadership develop-

ment professionals.
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Linking Self-Awareness to Career
and Talent Development

The context of talent and career management provides the perfect
backdrop for introducing students to the importance of self-awareness
and showing them the value that comes from a deep understanding
of oneself. Against this backdrop we have developed an innovative
course—Managerial Assessment and Development (MAD)*—which
teaches future entrepreneurial leaders how to be more self-reflective
and how to use that knowledge to guide their careers. The MAD

course has the following objectives for students:

Develop self-awareness by articulating their aspirations and
gaining systematic insight into their strengths and weaknesses

in relation to those aspirations

Take ownership of their professional futures through a stepwise

curriculum that leads to an individual development plan

Take action to negotiate next steps with key stakeholders in

their workplaces
Learn to facilitate these activities with their direct reports

The learning experience in the MAD course deepens participants’
ability to place themselves in context, whether for their own profes-
sional development or for working with and through others. This is
particularly important in today’s economic climate, where leaders are
more likely to have protean careers that are self-determined and fol-
low non-traditional paths (Hall 2002). This learning can be seen in the

following quote:

The MAD class taught me that I need to be challenging myself

in a different way than I currently am in my role right now. . . .

*The course title draws on the work of Richard Boyatzis and his colleagues at

Case Western.
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Furthermore, by implementing my development plan, I had one
of the best reviews I have had yet. My manager was totally amazed
that I was able to implement her direct feedback so effectively
from her last review. I knew that getting my MBA would help me
grow my career in the long term but never in my wildest dreams
would I have thought that coming to business school would help

my career grow in the short term!

—Account executive, Internet portal company

As this feedback suggests, the MAD course helps leaders learn
to explore talent management within their own careers and organiza-
tions. For organizations, sustainable competitive advantage frequently
depends on the ability to innovatively select and deploy talent (Pfef-
fer 1998). Understanding how to attract, develop, and retain talented
individuals is a strategic imperative for performance excellence, and
understanding how to do this specifically with entrepreneurial leaders
is all the more complicated. Furthermore, as demographic shifts con-
tinue in the United States and many other developed economies, the
significance of talent management increases.

At the start of the twenty-first century, McKinsey and Co.
reported on the “war for talent” and an updated report a decade later
reiterated the importance of paying attention to the impacts that demo-
graphic changes have on human capital in organizations (Guthridge,
Komm, and Lawson 2008; Michaels, Handfield-Jones, and Axelrod
2001). As populations age and become more diverse, shifting demo-
graphics also represent a new challenge for organizations (Guthridge,
Komm, and Lawson 2008; Strack, Baier, and Fahlander 2008). These
trends influence the selection, retention, and development processes
in organizations and broaden the concept of fit. Entrepreneurial lead-
ers will achieve great results only if they are able to carefully mar-
shal and develop talent—both their own and that of their employees
(Buckingham and Coffman 1999).
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The basic concepts of talent management underlie the best prac-
tices of effective career management. For example, a fundamental
concept underlying talent management is that of the fit between an
individual’s competencies and the role that he or she plays. Career
development requires that one is aware of one’s career and personal
identity (Hall 2002), of the drivers that motivate the individual (Schein
1978, 2006), and of the relationship between oneself and one’s context
(Holland 1958). Developing self-awareness and the various aspects of
emotional intelligence is a competency for professional success and
leadership (Goleman 1995, 2000).

Developing talent also means that entrepreneurial leaders under-
stand the issue of competency development and are capable of develop-
ing their own competencies and those of the individuals around them.
Competency development, which helps the self adjust to a changing
context, occurs largely through on-the-job learning and requires that
employees have a chance to take on challenges, assess their progress in
meeting those challenges, and have access to learning supports such
as coaching, training, and continuing education (McCall, Lombardo,
and Morrison 1988; Van Velsor and McCauley 2004).

By connecting competencies to the needs of the organization,
entrepreneurial leaders are able to connect and build on employees’
developmental interests, provide them with challenging work, and
help them reflect on their efforts (Hunt and Weintraub [2002] 2010).
All of this also requires self-awareness on the part of the employees,
an awareness that can grow especially through dialogue with a man-
ager who is self-aware. Talent management at its best is a negotiated
outcome between two parties, both of whom understand what they
want and need.

For future entrepreneurial leaders, career and talent manage-
ment provide the ideal conditions to examine who they are in terms
of their skills, values, and drives and how this connects to their careers

and their life work. While entrepreneurial leaders are focused on
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developing their organizations and their teams, they are also driven by
their desire to develop their own careers in a way that connects to their
passions. Without this connection they are not likely to be successful.

The MAD course facilitates the development of this critical connection.

Overview of the Managerial Assessment
and Development Course

In our design of the MAD course, conceptual material regarding tal-
ent management is linked to a series of self-assessment and analysis
exercises that lead to the creation of an individual development plan.

In this process students focus on the following questions:
Where and how should they invest their career energy?

What do they have to invest (talent, values, competencies,

and motivation)?

What do they want in return for that investment (career and

life aspirations)?

How can they as managers maximize the effectiveness of the

talent their organizations need to achieve business goals?

What do they know about how their team members and col-
leagues would answer the first three questions, and how might
that change the way they work with them or provide opportu-

nities to them?

By focusing on these questions, participants learn to engage cre-
ation logic as they devise action experiments to assess and build their
own personal talent, values, and drives and support others with the
same approach.

The MAD course is taught in the context of our blended-learning

MBA program designed for professionals with 15 years of experience.
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As a blended-learning program, the course is delivered primarily
online. Program participants meet in person only once, for a day-
long session during the fifth week of the seven-week course. While
many educators have questioned the use of distance learning to teach
interpersonal concepts, we have found that this format provides new
opportunities for students, as it enables them to wrestle with questions
regarding their personal development in ways that better fit their indi-
vidual learning styles and time frames.

Next we discuss in more detail the four central components of
the course design: assessment, feedback and coaching, the develop-
ment plan, and personal reflection. We conclude with a discussion
of how these components work together to enhance participants’
self-awareness and creation-oriented approach to career and talent

management.

Assessment

The foundation of the MAD course is a diverse set of self-assessment

activities. Students are required to complete three different assessments:

The DISC Inventory, which provides insight regarding behav-

ioral style tendencies (Target Training International, n.d.)

The Career Anchors Self-Assessment, which provides insight
into the motivations that drive career choices and satisfaction
(Schein 2006)

A Multi-Rater Survey (360-degree) that we have developed spe-
cifically for this program

Reading assignments and course discussion prompt students to
assess their learning style (Kolb 1976), the structure of their social net-
works, and the strength of their networks and networking skills (Bolt

2005; Ibarra and Hunter 2007).
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As the course progresses, we introduce new assessment data, and
students make sense of its meaning for themselves through small- and
large-group discussions and personal reflection. We remind students
that no data or assessment tool is “the last word” on who they are.
Rather students must interpret the array of data they receive to develop
their self-awareness and establish their direction. Thus students are
taught to engage a creation approach to building their careers.

One of the innovative instruments that students use in this self-
assessment process is the Multi-Rater Survey. The strength of this
instrument is that it provides feedback on five competencies that are

central to entrepreneurial leadership:
Creativity, innovation, and entrepreneurship
Leadership, coaching, teamwork, and change management
Decision-making and problem solving
Business acumen
Ethics, moral values, and law

These competencies connect to cognitive ambidexterity, SEERS,
and self- and social awareness.

Course participants invite at least 10 individuals to participate in
an anonymous online survey. We encourage students to seek feedback
that can help them better understand their effectiveness in practice,
not just in the classroom. We also encourage them to invite feedback
from diverse work colleagues, who are likely to have different perspec-
tives on their skills.

Even the process of inviting individuals to participate in the sur-
vey helps develop students’ self- and social awareness because they
are coached in how to invite their raters to participate, by explain-
ing that the raters’ feedback would be valuable to their learning. By

understanding issues of reciprocity, the process of soliciting raters’
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feedback helps students develop their networking skills and encour-
ages them to consider their raters as potential partners in their ongo-
ing development. The effectiveness of this feedback is captured in one

student’s comment:

The feedback was much more consistent and actionable than I
had anticipated. This was my first time doing a 360, and the feed-
back was quite a bit more useful than manager assessments that I
have received in the past. The 360 got into the details; there was a
very consistent theme of my not expressing my opinions in meet-
ings early on . .. Those stakeholders I will be keeping in mind are
the same ones who filled out the 360, so they will certainly be a
good sounding board for whether or not I am working toward

improving this area of my work life.

— Vice president, investment management firm

Feedback and Developmental Coaching

An important component of the MAD course is the notion that self-
awareness and professional development do not just happen. Build-
ing this insight requires conscious effort and proactive negotiation
with one’s work context. Participants are taught to apply a creation
approach to proactively drive their development. They also learn the
importance of soliciting feedback through their network. This feed-
back enables them to evolve from not knowing what they don’t know,
to knowing they need to improve, to perhaps even becoming expert at
a particular competency.

If talent is indeed a pattern of attitudes, behaviors, and skills per-
formed at excellence (Buckingham and Coffman 1999), entrepreneur-
ial leaders need to create a means for gaining feedback on how they are
doing so that they can uncover and develop their talents.

In teaching participants to develop their self-awareness, the
MAD course also shows them how to provide feedback to help

others develop their self-awareness. Students learn the importance of
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separating observations from inference. This involves teaching them
to suspend judgment and instead ask questions to gain clarification on
how to interpret what has been observed. While this skill is particu-
larly valuable in building social skills, it is also essential for entrepre-
neurial leaders to use when assessing and evaluating opportunities.

The final skill students learn in this phase is the concept of what
it means to be a coaching manager and how this connects to entre-
preneurial leadership. Through conceptual readings on the coach-
ing manager (Hunt and Weintraub 2002, 2010), face-to-face faculty
instruction, and a practice exercise aimed at reinforcing active listening
and open-ended questioning, participants hone their coaching skills.

Later in the course when the 360-degree feedback reports are
returned, students test their coaching skills by working in peer learn-
ing partnerships to help their counterparts interpret their assessment
reports. The peer learning partnerships continue for the entire course,
and participants say that this experience helps them make sense of
the self-assessment process and prepares them for coaching others

in the workplace.

Development Plan

The culmination of the course, and of developing participants’ self-
awareness and creation-based approach to career management, is the
individual development plan. Creating the development plan requires
students to reflect on the assessment results and feedback in the con-
text of their professional aspirations. Given their aspirations, they are
also asked to identify two to three competency-based development
goals they need to make progress on their professional aspirations.
This process of reflection and awareness of aspirations and compe-
tency-based development goals can be personally challenging to many
participants. This exercise is often the first time that students have been
forced to be intentional about understanding themselves and how this

connects to their careers. As such they often need support from peer



176 Part III: Self- and Social Awareness to Guide Action

learning partners and faculty to do this self-exploration work honestly
and thoughtfully.

In crafting their development plans, we encourage students to
leverage the frame of challenge, assessment, and support—a concept
they are introduced to early in the course (Van Velsor and McCauley
2004). While self-assessment in and of itself is valuable, entrepreneur-
ial leaders gain true insight when self-assessment is connected with
action. Thus as participants craft their development plans, we remind
them that they will need to identify an opportunity that presents a
challenge for their targeted developmental learning, specify how they
will assess their learning along the way, and identify the resources or
people available to provide support. Here again we remind students of
the importance of connecting with other people when they apply this
creation-oriented approach to their professional lives.

During the development plan creation phase, participants also
learn to consider feasibility. They are asked to reflect on the politi-
cal context of their proposed action so that they can create win-win
opportunities, where moving toward their developmental goals and
professional aspirations will benefit their organizations as well as
themselves. If students can learn to frame their career aspirations in
this way, they will have a better chance of gaining the opportunities,
resources, and support they desire to enact their learning agendas and
advance their career interests.

The final element of the development plan process involves
engaging in a stakeholder conversation to “reality test” one’s think-
ing. Participants identify a key stakeholder who has a vested inter-
est in their development. In the final week of the course, students
are required to discuss their development plan with this stakeholder.
Reflecting on this conversation becomes the final input to their devel-
opment plan as well as the topic of their final personal reflection blog

entry. Participants learn that it is possible to have these conversations
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about self and career with key stakeholders. The following comment

illustrates this point:

I have to say that I was very pleasantly surprised with the meet-
ing. She [the manager] really got into it and I ended up sharing a
great deal more than I had planned. She also shared pretty openly
about her own experiences. She was very supportive and com-
mitted to champion some of the opportunities I had outlined as
well as suggested several which made their way into my final plan.

Not only did we learn more about each other and our respec-
tive strengths and weaknesses but I think that seeing the strategic
way I was approaching my career and tying it back to the organi-
zation’s needs also increased her respect for me.

—Product marketing director, software firm

Overall, for participants these conversations reinforce the need
for self-awareness and to use this understanding to take ownership of

their own career opportunities.

Personal Reflection

A key theme that runs through the MAD course is the importance of
personal reflection to one’s career and professional development as well
as to one’s development as an entrepreneurial leader. Participants learn
that personal reflection is the foundational competency for develop-
ing deep self-awareness and for fueling a creation-oriented approach.

Personal self-reflection is developed in the course through the use
of ablog. Every other week, students must respond to specific prompts
that reference the week’s work and ask for a reflection on its meaning to
them. The faculty review these private blogs and provide students with
feedback, questions, and insights. The personal self-reflection blog is
instrumental in getting participants in the habit of making connec-
tions among different aspects of their professional lives as well as con-
necting their passions and interests to their careers. Faculty responses

push students to reflect further or consider other possibilities.
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The final reflection blog asks participants to reflect not only on
the value of their stakeholder conversation for their own development
but also on what they have taken away regarding how they will promote
development for their direct reports. The dual focus of the course is
brought full circle through the reflection blog. Students are reminded
that as entrepreneurial leaders they must think about their responsi-
bilities for development both as individuals and as talent managers.

Many participants incorporate the notion of perpetuating a
weekly or biweekly reflection diary in their professional lives. Once
they have gotten in the rhythm and have seen the power of personal
refection, they don't want to lose the opportunities that personal
reflection provides. This is a skill that entrepreneurial leaders can tap
into throughout their lives as they consider how they take action and

whether it is based on an open and inclusive view of the world.

Establishing Ownership for Self-Awareness

Since 2006 the Managerial Assessment and Development course has
been taught more than 20 times to approximately 750 working profes-
sionals. The quotes in this chapter indicate how positively participants
respond to the course. The personal self-reflections also indicate that
participants use the learning experience to create new opportunities
for themselves and to actively experiment with new approaches to tal-
ent management. Students’ course assessments indicate that the MAD
course gives participants a new way to understand themselves and
others, and it teaches skills that are central to a creation approach to
career development.

Beyond this immediate impact, evidence from follow-up research
also suggests that MAD makes a difference in the long-term profes-
sional development of entrepreneurial leaders. In one study 9o course
participants were asked to write an ungraded, confidential reflection

on their development plan 18 months after taking the course. Specifi-
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cally, students were asked to revisit their MAD development plan from

the prior year and consider three points:
The progress they had made

The way their plans might have changed because of their

experiences
The challenges they were facing or expected to face

They were also asked to consider what had worked so far and
what their next steps and commitments might be going forward. In
recognition of their time, research participants received feedback
from their professors on their self-reflections.

Our data analysis indicates that development planning is an
invaluable action experiment that helps entrepreneurial leaders
improve their understanding of their identities and their ability to use
this understanding to achieve developmental learning outcomes and
work toward their professional aspirations. Using content analysis,
we examined students’ post-facto reflections in comparison with the
development plans written 18 months earlier. Adapting Hall’s criteria
for assessing career management activities and outcomes (2002), we
coded the reflections with respect to career identity and work per-
formance and then looked to understand how the development plans
of those participants with strong identity and performance outcomes
differed from those with weak identity and performance outcomes.

We found two distinct differences between the high-performance/
high-identity and low-performance/low-identity groups. First, the
high-performance/high-identity participants differed in the degree of
ownership they displayed for their plans. These participants created
development plans that exhibited strong evidence of insightful self-
reflection, integrated use and personal interpretation of feedback and
self-assessment data, and understood the connection between self-

assessment and career goals. Second, high-performance/high-identity
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participants differed in the level of proactivity and intentionality dem-
onstrated in their plans.

These results suggest that the MAD course has the potential to
teach participants to develop the skills of ownership and intentional-
ity—both of which are critical for entrepreneurial leadership. Owner-
ship of one’s development is not easy and requires personal investment.
Students need to be passionate enough that they are willing to engage
in self-reflection based on available assessment data and feedback. To
develop skills around ownership, students need to connect their self-
reflection to their career goals and take responsibility for closing com-
petency gaps to achieve those goals.

Students learn the skill of intentionality by placing specific learn-
ing goals within the context of self-assessment and career aspirations
and then identifying an action agenda to achieve those goals. They
also develop intentionality in exhibiting creation-oriented behavior as
they proactively seek input and feedback toward the implementation
of their action agenda.

For the faculty who teach the MAD course, the follow-up
research has provided an impetus for an even stronger emphasis on
developing participants’ competencies for self- and contextual aware-
ness. It is important to reinforce to students that careers, like any other
organizational endeavor, are often the result of a negotiated outcome,
the implication being that entrepreneurial leaders must know what
they desire and take action to further their interests.

The flip side of that message is that in their organizations these
entrepreneurial leaders can drive social and economic opportunity
by actively cultivating the talent of those they lead and manage. For
both entrepreneurial leaders and the organizations in which they
work, setting motivational goals, growing competencies through chal-
lenges, fitting individuals to roles, and providing both feedback and
support along the way—all compose an essential recipe for strategic

success. Engaging in and helping others with their self-awareness and
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development planning is an essential platform for entrepreneurial
leadership in an increasingly ambiguous world in which careers are

no longer linear but turbulent.

Conclusion

We began this chapter by discussing the apparent gap between the
offerings of management education and the need to help students
develop self-awareness of goals and abilities in the context of their
existing or future organizations. Current criticisms of the relevance of
management education, and of management development more gen-
erally, necessitate more than just the change of a single course.

Our experience suggests that the introduction of self-assessment
and professional development work can be an important step for
entrepreneurial leaders to take action to shape their careers and the
talents of those they lead. Such opportunities, if they provide both the
proper conceptual prompts and the mental and curricular space for
reflection and planning, enable entrepreneurial leaders to develop the
skills and the insight they need to shape social and economic opportu-

nity that is connected to their personal passions and abilities.
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CHAPTER 9

What Is the Context?
Fostering Entrepreneurial
Leaders’ Social Awareness

Stephen Deets and Lisa DiCarlo

We don'’t see things as they are, we see them as we are.

—Anais Nin

BY THE END OF CAITLYN’S FIRST EVENING IN THE COUNTRY, THE
Ghanaian fishmongers had reduced her to tears. Caitlyn had
traveled to Ghana excited about the opportunity to advise Ghanaians
on how to improve their businesses. During her first evening of con-
sultations, however, the women in her small group openly mocked
her. Whenever she offered a new idea, the women laughed, “What do
you think this is— America?”

The next day Caitlyn took a different approach. She asked ques-
tions and listened intently. The women slowly opened up and explained
the entire process—from how fish are caught to how they are sold
at the market. More importantly, they helped Caitlyn understand
how the community operates and the social relations and practices
that surround the fishing industry. Although Caitlyn did not solve
these business owners’ problems, by listening and learning about the

Ghanaian context she was able to advise the group in a way that was
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consistent with the social processes that make the Ghanaian fishing
industry work.

It is not radical to argue that understanding self- and social con-
text is a prerequisite to addressing social problems, embarking on new
expansion opportunities, and making global business initiatives work
at the local level. This principle forms the basis of many organizational
strategies. For example, HSBC, which brands itself as “the world’s local
bank,” built this idea into its ubiquitous “Different Points of Value”
2009 ad campaign (Financial Brand 2009). Building on its belief that
“differences create value,” HSBC developed a highly successful ad
campaign that challenged the viewer to consider personal points of
view on a number of topics and to recognize the many contradictory
points of view that exist around the world.

For example, one print advertisement features three identical
photographs, arranged side by side, of a finely detailed Persian carpet.
The word décor is superimposed over the first, souvenir over the sec-
ond, and place of prayer over the third. In another print ad, freedom is
superimposed over the photo of a classic American sports car zoom-
ing down a tree-lined road, status symbol is over the second photo,
and polluter is over the third. HSBC has stated that this ad campaign
echoes the same dilemmas the organization faces as it tries to be aware
of and responsive to the viewpoints and the practices of local commu-
nities (Green 2008).

As these examples illustrate, it is not enough for entrepreneur-
ial leaders to simply recognize different viewpoints and the contex-
tual differences of the local environment; they must also know how
to engage this understanding to guide their actions. To develop this
understanding, we work with students to reflect on their own identi-
ties, biases, and assumptions of the way the world works and to con-
sider how this worldview compares with that of the context in which

they are operating. When entrepreneurial leaders consider the unique
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perspectives and practices that embody a local context, they are able to
successfully and responsibly discover avenues for change.

In chapter 8 we outlined the innovative approach we take to nur-
ture entrepreneurial leaders’ self-awareness. In this chapter we expand
beyond the individual focus to explore the importance of cultivating

social awareness.

The Need to Consider Social Context

Over the past 20 years, we have moved from a single view of the
“objective” reality of business and management practices to an
increased emphasis on how individual perspective and culture shape
our “objective” realities. Behavioral economics, for example, arose out
of the recognition that individual desires, emotions, and psychological
traits have an impact on economic decision-making (Kahneman and
Tversky 1979; Simon 1996). This has expanded into broader recogni-
tion of the roles that culture and social norms play in determining
what individuals consider valuable during economic interactions.

The work of the French sociologist, anthropologist, and philoso-
pher Pierre Bourdieu has been particularly influential in enhancing
our understanding of the relationship between individual action and
the construction of society. Seeking to bridge arguments about the
relationship between individual action and social structure, Bourdieu
and Wacquant (1992) begin with the idea that most of what we do every
day is governed by informal rules and unconscious decision-making.
Our individual actions reflect our socialization into the diverse “fields”
in which we act; a “field” can be anything from a community to an
academic discipline to a corporate department to a country.

Students, for example, easily recognize that their goals and
behaviors in a nightclub on Saturday differ from those with their fam-
ilies on Sunday, which differs from those in the classroom on Mon-
day. They also realize that they generally do not consciously think

about how they act in each setting. Thus for entrepreneurial leaders
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to understand how individuals conceive of their interests, it is critical
that they learn about the beliefs, norms, and perspectives that shape
perceptions of behavior.

Bourdieu’s views on the relationship between the individual and
the social structure are already embedded in many important manage-
ment principles. For example, when academics and managers discuss
organizational culture, they are referencing the relationship between
the individual and the social structure. In connecting culture to strat-
egy, we are educating students on how cultural values and norms guide
individual behavior toward collective action. In discussing socializa-
tion, we teach managers how to proactively introduce individuals to
the organizational context and help them quickly and easily adapt
their actions to fit that context (Rollag, Parise, and Cross 2005).

These discussions are useful for introducing management stu-
dents to the concept of context, but they often don't go deep enough.
Entrepreneurial leaders need to develop the skills and the knowledge
to fully understand how social identity is created, how identities are
important to the construction of social networks, how rules and insti-
tutions shape behavior, and how context affects decision-making.
By understanding the ways in which social identities—both our own
and those of others—are constructed, entrepreneurial leaders explore
the normative assumptions and behaviors that affect their ability to
move new ideas forward.

Better Place CEO Shai Agassi, for example, has railed against
groupthink in the auto industry. He believes that major car companies
assume that the way people use cars will remain the same. As a result,
companies are overly focused on increasing fuel efficiency and main-
taining financial models based on selling cars. Agassi argues that elec-
trification of vehicles could cause a paradigm shift in the way people
use and fundamentally think about cars. We use the term cognitive
locks to describe situations in which decision-making fails because

individuals, individually or collectively, fail to examine an issue in an
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innovative way. When cognitive lock sets in, an individual will simply
try harder rather than recognize that the causal effects of our actions
may be historically or culturally contingent and our actions may need
to change in light of changing contexts (see, for example, Blyth 2001).

Moreover, socially constructed identities create advantages and
disadvantages when entrepreneurial leaders try to move an opportu-
nity forward. Understanding the privilege granted to some perspec-
tives means becoming aware that certain kinds of knowledge, insights,
and ways of acting have been undervalued or even silenced. This is
also true when thinking specifically about social positioning, which
has significant implications for individuals’ ability to access various
social networks, for how social networks can be used as a resource,
and for how resources can be mobilized through social networks. For
example, organizational initiatives around diversity and inclusiveness
are about recognizing the value of those who historically have been
marginalized, and they provide insight on what we are losing by not
having networks that include diverse perspectives.

Developing a deep understanding of identity and context is
therefore important to releasing creativity in problem solving. In this
respect it is important to note that Bourdieu speaks not just of how
our actions reflect and reinforce social norms but also how we can act
in ways that modify and challenge such norms. Entrepreneurial lead-
ers need to view culture and social practice as both a constraint and
a resource. Thus when embarking on new endeavors, entrepreneurial
leaders can decide whether to accept culture as a constraint or to act in

ways that can modify existing social practices and beliefs.

Teaching Entrepreneurial
Leaders Social Awareness

While it is clear that entrepreneurial leaders need to understand
their identities and develop their social awareness, the challenge is

that these ideas are rarely taught in business schools or management
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development programs. The lack of deep understanding of social con-
text and perspective is at the heart of recent criticisms of management
education that focus predominately on maximizing economic profit.

One reason for the dearth of contextual learning opportunities
in business curricula is the suspicion with which the related research
in the realms of management context, organizational culture, and
employee perspectives is regarded. For researchers to capture, study,
and translate the gray area of context, they usually have to do so
through qualitative, ethnographic research methods. As quantitative
research remains the dominant paradigm in most management disci-
plines, this qualitative research is often dismissed as anecdotal. Until
management disciplines learn to embrace and value qualitative social
science methods, we do not expect that management students will find
many learning opportunities that will enable them to investigate a cor-
porate or industrial context through a contextual lens (Van Maanen
2011). Of course, another possibility is to open up management edu-
cation to other disciplinary perspectives such as the social sciences,
design research, or courses like the ones described later in this chapter.

We recognize the complexity of teaching any individual, partic-
ularly management students, how to consider identity, context, and
perspective in their decision-making. As students learn about per-
spective, they must acknowledge their own biases and assumptions
and be willing to challenge them in light of new data. As such, learning
opportunities regarding perspective and context must be well crafted
to achieve these goals. This chapter focuses on learning opportunities
that are designed to build social awareness through encounters with
“exotic” cultures, yet we want to acknowledge that it is also possible to
create these same experiences close to home.

For example, in our course The Enlightened Entrepreneur, we
have found that local cultural studies provide a powerful learning
opportunity. In one exercise students choose a person to investigate

and inquire about the frequency of a particular behavior, such as study
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or eating habits. After a week of observing that specific behavior, stu-
dents discover the discrepancy between statements about behavior
and the actual behavior. As a class we discuss what motivates people
to consciously or unconsciously misreport and how those tendencies
are socially constructed and embedded in notions of what is accept-
able or desirable in a given culture.

This exercise conveys the essence of storytelling truth—that a
narrative can be as much about what we want as it is about what is. The
exercise prepares students to then approach, infiltrate, and shadow
the daily activities of a local social venture to capture the essence of
the lived world of social entrepreneurs. In this “familiar” context, stu-
dents anticipated that they would not discover anything new because
they had read about social entrepreneurship and believed they knew
the terrain. This exercise proves to be a valuable lesson in accepting
text as only one of the many crucial sources in their search for under-
standing the world around them.

In the next section, we highlight two other learning programs we
created to teach future entrepreneurial leaders how to be aware of and
responsive to social context. One course engages a liberal arts orienta-
tion and the other a business orientation. As such they are designed
differently and follow different conceptual structures. Despite these
differences, you will notice many parallels between the programs.
Both start with on-campus meetings to provide an overview of con-
text and then follow with a short trip to explore another country and
context. While in-country, students are encouraged to observe, lis-
ten, and engage. In this way the programs encourage epiphanies and
reflection. The natural toggling between being an observer and being
a participant helps students identify the exotic in the local and the
everyday in the global and to fully examine the social construction of
local norms and values. By developing an understanding of the origin

and the nature of identity and behavior, it became possible for these
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future entrepreneurial leaders to imagine creating new ways of inter-

acting within both their own and very different contexts.

Supporting Local Development

Opportunities in Ghana

For five years we have run a short course in which our students teach
entrepreneurship and basic business planning in Sekondi-Takoradi,
Ghana. Most course participants encounter a social context in Ghana
that is radically different from their own, forcing them to question
and reconstruct some of their basic beliefs about business and entre-
preneurship. They learn that their knowledge about what constitutes
economic rationality, marketing success, and financial management is
culturally contingent. In other words, what are assumed to be univer-
sal laws in the United States, or even in developed countries, simply do
not work in a Ghanaian town.

This overseas course is structured around a one-week experience
in Ghana during which participants work in high schools, teaching
students how to write a business plan and preparing them to partici-
pate in a business plan competition created for the program. Course
participants also provide business consulting to adults. Outside of the
program requirements, participants have also established a microfund
and expanded an existing program for local high school students to
teach elementary school students the importance of saving and other
basic economic lessons.

Prior to traveling to Ghana, participants attend three weekend
preparation classes in which they are introduced to the historical,
political, and cultural context that surrounds Ghana and Africa more
broadly. Discussions focus on the broader theoretical perspectives
on state capacity, contentions between identity groups, and evolving
debates on development. Finally, we discuss the business climate and

the educational system in Ghana, as these are the aspects of the social
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context with which participants will interact most. While these dis-
cussions provide background, we know it is difficult to fully appreci-
ate differences in context and perspective until one confronts those
differences in person. As such, when one is focused on helping entre-
preneurial leaders understand perspective and context, it is essential
to provide them with opportunities to experience different social con-
texts firsthand.

There are a number of unique ways in which we structure the
program in Ghana to help participants develop skills to recognize
and respond to differences in context and perspective. Participants
confront myriad situations that do not conform to their own mental
maps of how the world operates. The entire experience provides these
provocative challenges to students’ entrenched ideas. Reflecting on his

experience teaching high school students, one participant said:

Before leaving, I mapped out how to teach our Ghanaian students
entrepreneurship. However, as with any journey of discovery, at
some point you must leave the map behind. It was not enough
to simply understand entrepreneurship or to know there would
be differences in culture and values. We had to understand our
Ghanaian students. What motivates them to learn? What do they
value? How do they view the world in which they live? What
events have shaped their lives? Only after asking ourselves ques-
tions like these could we truly stand before our students and
engage them.

Working with the adults also fosters intense learning opportuni-
ties. During these sessions course participants are on their own with
individuals who have businesses that they and their families depend
on for survival. Below we share two such learning moments to illus-
trate how these situations enabled participants to break out of their
cognitive locks and understand the importance of social awareness to

engaging in entrepreneurial leadership.
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In the first situation, course participants consulted with a woman
who sold chips made of flour and butter. The woman put the chips into
small bags, placed the bags into a giant bowl that she carried on her
head, and, like many women in town, wandered around selling them.
She asked the consultants to help her explore how to better promote
her business without spending any money.

In considering this issue, the students initially focused on the
fact that there was no company name, no location, and no way to dif-
ferentiate the product. The business was so unlike any that the stu-
dents studied that branding and marketing lessons were irrelevant.
The woman’s complete lack of financial resources only compounded
the problem. She was selling just like everyone else in town and had a
difficult time imagining another approach. As the students focused on
the woman’s identity and context, they moved away from a predictive
orientation to a creation orientation to consider the resources that she
could garner. Because the woman had a beautiful voice, the students
encouraged her to use this resource and sing during her route so that
she might be easier to find and could become known as the “gospel-
singing chip lady”

In another situation, course participants worked with a woman
who bought shoes in town for 5 Ghana cedis (GhC) and sold them
in rural areas for 5.50 GhC. All of her customers wanted to purchase
shoes on credit, however, and promised to pay her in two weeks. Two
weeks later her customers would tell her they could not pay the full
amount but would pay in another two weeks. Everyone paid eventu-
ally. In the meantime the woman had no cash to buy more shoes or
to buy food for her children. If she didn't sell on credit, she believed
that her customers would buy from another vendor who would sell
on credit. While this was difficult for course participants to under-
stand, as they asked more-insightful questions they identified a deeper

issue: the woman was fundamentally afraid that people would call her
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a bad Christian and ostracize her if she didn’t sell on credit. Because
the norms of selling were a constraint that could not be changed, par-
ticipants explored with her ways she could better save money to create
a cushion.

Through a process of questioning and reflective listening, par-
ticipants came to understand the different role that religion plays in
Ghanaian culture. Ghana has few active civil society organizations
outside the church or mosque, particularly in the region where the
course operates. Low crime rates and enforcement of contracts, as this
example illustrates, seem to reflect religious values and the ability of
churches and mosques, instead of civic culture, to enforce norms on
members. Religion is also central to Ghanaian social networks. Over
the years multiple Ghanaians have told the students that while they
do not really trust anyone in their own church, they would never even
consider going into business with someone of another faith. For North
American students who rarely consider how religion and religious
context factor into a business decision, understanding the importance
of religion enables them to explore fundamentally different solutions
to the problems facing many Ghanaian entrepreneurs.

Through these experiences students also learn why contextual
differences exist. While some reflect primarily differences in the role
of religion or the fact that most people are perpetually short of cash,
others arise due to differences in government policy. For example,
very few people in Ghana maintain business records. Because sole-
proprietor businesses in Ghana do not have to pay taxes or comply
with other regulations that would necessitate bookkeeping, it does not
occur. Consequently, businesses are often extensions of the household.

For example, if one has a “provisions store” (often a tiny kiosk
in front of the house that sells such things as beverages and soap)
and the children are thirsty, they take a soda from the store. As there

is no accounting for what the household consumes, it is difficult to
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determine the profitability of this business. Our students learn that
how they respond to these local differences will vary depending on
whether the actions are connected to social behavior, government
policy, cultural history, or some other contextual factor. This learning
is essential, as it helps students establish strategies for how to respond
to differences in identity and context.

The final component of the program design occurs when partici-
pants return home. After the overseas experience, they are required to
write a paper that explores themes from the previsit work in conjunc-
tion with their observations, interviews, and experiences in Ghana.
As most of the student-selected topics are related to issues of social
practice, it gives students a focus for their observations and provides
a route to engage Ghanaians in conversation about their lives. This
paper cements students’ learning, as it forces them to critically reflect
on their experience and really explore the deep and diverse perspec-
tives that exist in Ghana. As one student noted, “Only after reflecting
on our experiences could the lessons we learned be truly appreciated.”
With a little distance from the experience, participants can reflect
on their own assumptions about Ghana and explore how they will

approach context and perspective differently in the future.

Encountering Social Entrepreneurship in Turkey

In another short-term offshore elective, we have used a different learn-
ingexperience to teach students theimportance of social and contextual
awareness. In this elective, which is centered in cultural anthropology,
participants spend three weeks in Turkey doing research with a for-
profit social venture, ¢op (m)adam. At ¢op (m)adam women who have
never worked for pay learn to make marketable goods out of garbage.
While the explicit program objectives are to learn about social venture
and Turkish culture, the implicit focus is to teach participants to rec-

ognize the complexities in unfamiliar contexts, to suspend judgment,
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and to take action. As such there are a number of social experiments
designed into the course to facilitate this learning.

Before leaving for Turkey, course participants attend a number of
workshops designed to illustrate some of the implicit assumptions stu-
dents are making about the program and their own value and impact
on the women who work at ¢op (m)adam.

For example, in one session we discussed the concept of reci-
procity and how we could contribute to these women who are opening
up their lives for three weeks. As this course is explicitly about social
entrepreneurship, some students suggested that they could provide the
most value to these women by teaching them about entrepreneurship.
This response yielded a lively discussion about some of the implicit
assumptions we make about the needs of others to be entrepreneurs
and the importance of recognizing that these assumptions are not uni-
versally held. The students eventually realized that they needed to ask
questions to understand how best to help someone else. As a result,
they considered identity and social awareness through discussions
that engaged others’ perspectives and reality.

In a later session, when students posed their questions to one of
the founders of ¢op (m)adam, Tara Hopkins, she responded to their
offers of assistance by suggesting that they could help the most by col-
lecting corks. There was a palpable drop in energy level when students
heard that their biggest contribution would be serving as cork mules.
These budding entrepreneurial leaders wanted to go to Turkey to
change lives, to make a difference. They were not ready to ponder the
possibility that the country would change them, that the experience
would change their perspectives and their lives.

Upon arriving in Turkey, students participate in another ethno-
graphic experiment designed to further complicate their understand-
ing of social context. The students participate in a citywide scavenger
hunt in which a small group is paired with a local Turkish-speaking

university student. When the group reconvenes, participants share



Chapter 9: Fostering Entrepreneurial Leaders’ Social Awareness 197

adjectives that they believe describe Istanbul. With one student group,

the list that was generated included:

Crowded Rich

Clean Ghetto

Old Huge

Lots of soccer Lots of headscarves
Lots of miniskirts Dirty

Beggars Lots of poverty

As we reviewed our joint description of the social context, we
asked participants if they agreed that these adjectives described Istan-
bul. Not surprisingly, they were quick to point out their disagreements
with the list. The participant from Pakistan thought Istanbul was clean,
while the participant from New Hampshire thought it was filthy. The
participant from North Dakota saw a great deal of wealth, while the
participant from New York City saw poverty. Through this discussion
participants understood how their own individual identity affects their
interpretation of the social context. This reiterates the importance of
understanding one’s own identity before one can understand others.

Course participants also come to understand the variance of
experience that underlies a social context. Those who visited more-
conservative neighborhoods were thrilled to hear about pierced
navels, hot pants, and rock music on the other side of town. Those
who traveled to the wealthier districts were surprised to learn that
their nascent understanding of Istanbul as a beautiful city of yachts
and luxury shopping malls did not reconcile with those who reported
seeing begging women with undernourished children.

While participants may have been initially applauding them-
selves for paying attention to the social context, they soon recognized

the diversity of experience that underlies any situation; they also
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realized that they made uninformed assumptions about the context
and that if they wanted to understand a local context, they needed to
engage those who went beyond their own experiences. Participants
learn that there is no one truth to the context and that it is possible
to look at something without really seeing it. Through these experi-
ments students develop the skills to ask questions and engage others
to understand the variance of the social context before they begin a
course of action.

Once students understand the concept of differing perspec-
tives, they must develop the skills for suspending judgment as they
explore those perspectives. For example, one course participant was
interested in learning how one womanss life had changed as a result of
new employment and income. When she asked an interpreter for help
asking this question, the interpreter checked to make sure that the stu-
dent meant to convey her unquestioned assumption that change had
indeed occurred. A response to this question would require the inter-
viewee to report change. What if she had not experienced change? The
student learned to rephrase the question without bias by asking, “Has
your life changed since you started working for pay?” Through this
experience the student not only learned about how to pay attention to
context but also how to develop the skills for learning about contex-
tual differences in a way that is not laden with value.

Often contextual learning cannot be predesigned by the profes-
sor; rather it emerges from the situations in which participants find
themselves. In one conversation a student mentioned her anger and
deep frustration that these women live in a “state of oppression” as
indicated by their clothing and headscarves. After discussing the mul-
tiple ways in which female dress in Turkey is a type of cultural text that
can convey political beliefs, regional identity, family position, religious
beliefs, or just aesthetic preferences, we encouraged this student to
explore this issue with the women who came to work at ¢ép (m)adam.

In discussions these women stated that they preferred being covered
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up. The student, however, still did not fully believe they were basing
their responses on a conscious personal choice.

Later, during a visit to Bergama, a shopkeeper invited the student
to sit in his tent and have a glass of tea. As he spoke to her in broken
English, he approached her and stood over her left shoulder. When she
turned to look at him in conversation, she realized that he was staring
straight down her tank top. Disgusted, she got up and left, returning
to the group and reporting in a derogatory manner, “That perv was
staring straight down my tank top!” In a small town in Turkey, where
genders seldom mingle between puberty and marriage, the choice for
a female tourist is between dressing modestly or being ogled in a most
obvious way. This young American in shorts and a tank top, travel-
ing through small-town Turkey, was now in a position to understand
how women in different societies have, and must negotiate, very dif-

ferent choices.

Conclusion

Entrepreneurial leaders consider their impact on their community,
understand the potential of their talents, and are mindful of their
potential impact as members of society. The examples in this chapter
highlight the creative approaches that educators can take to develop
entrepreneurial leaders who consider context and perspective and
understand how that knowledge is central to their actions. These
examples rely on similar pedagogical tools to encourage students to
appreciate the context under examination and to explore how their
own identities and context affect how they view the problems and the
feasible solutions.

Entrepreneurial leaders must be conscious of the roles of differ-
ent types of learning, including participant observation. They must be
prepared to observe, listen to, and engage individuals in conversations
on perspective and practice. In both learning experiences discussed

here, the initial response of many course participants to epiphanies
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about context was anger: “Why aren’t they more rational?” “Why
aren’t they like us?” Only through further reflection do they realize
how they have privileged their own perspective—that their beliefs and
behaviors may not be “right” but simply one set among many. It is then
that the students are on their way to becoming “enlightened” entrepre-
neurial leaders.

Through these experiences entrepreneurial leaders come to
understand that their focus on enthusiasm and passion, while impor-
tant, is not the entire story for imagining an entrepreneurial solution
to a problem. Even when considering SEERS, entrepreneurial leaders
cannot just assume what other people want and value. Context and
perspective are fundamental to a solution, and the wrong kind of solu-
tion can be offered too easily for the right reasons. Entrepreneurial
leaders must develop the skills to explore perspective and context, to
understand deeply entrenched but unexamined behavioral patterns,
and to consider how to deconstruct and reconstruct behaviors and
attitudes in useful ways. The experiences described in this chapter

enable entrepreneurial leaders to develop such skills.
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Whom Do | Know?
Building and Engaging
Social Networks Using
Social Media Technology

Salvatore Parise and P) Guinan

IN THE PREVIOUS TWO CHAPTERS, WE CLARIFIED THE IMPORTANCE
of knowing oneself and one’s context as cornerstones of being an
entrepreneurial leader. Beyond the ways that have already been dis-
cussed, this awareness is essential, as it supports one’s ability to build
relationships and enlist social networks to garner support for new ideas
and organizational initiatives. Entrepreneurial leaders—with a deep
understanding of their capabilities, weaknesses, values, and drives—
use this understanding to connect with others who complement and
supplement their own skills and share their own passions. Even within
traditional bureaucratic decision-making contexts, entrepreneurial
leaders can learn to develop and tap social networks to build momen-
tum for ideas and strategic initiatives that they are passionate about.
Finally, understanding their own position within networks enables
entrepreneurial leaders to discern and build connections in a way that
is sensitive to the interests and the perspectives of those who are situ-
ated in the particular cultural context.

Building networks and engaging relationships is founda-

tional to cognitive ambidexterity. By engaging others in co-creation,
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entrepreneurial leaders identify and follow new directions in the pur-
suit of economic and social opportunity. Engaging social networks
was critical to Robert Chatwani’s work in building WorldofGood.com.
His passion and communication of the idea to both friends and col-
leagues is what led him to Priya Haji, who helped him refine the idea;
and together they created WorldofGood.com.

Engaging social networks has also been essential to the work
Alan Mulally has accomplished in revitalizing and increasing profit-
ability as CEO of Ford Motor Corporation. Mulally has used social
networks to improve communication with employees, personalize the
brand, and build more-engaging relationships with new customers.
One such customer effort, the Fiesta Movement, focused on using
social networks to market the US launch of the compact Ford Fiesta.
During the six months that Mulally championed the Fiesta Movement
campaign, Ford was able to expand its network of customers and
brand advocates. The company reports a number of measurable mar-
keting results, including 37 percent prelaunch brand awareness among
millennials. Moreover, the social networking campaign resulted in
50,000 sales leads to first-time Ford customers and 35,000 test drives.

In today’s world, technology is a central tool for entrepreneurial
leaders in building and engaging social connections. Social networking
technology—comprising social media, Web 2.0, and Enterprise 2.0—
has fundamentally shifted whom we can connect to, how we maintain
our connections, and how we envision connections between our orga-
nizations and stakeholders. Internet tools such as blogs, wikis, rating
systems, tagging and bookmarking systems, and social networking
platforms allow entrepreneurial leaders to build connections with
others who share a common interest. Through the richness of social
media, entrepreneurial leaders can easily share their passion for an
idea and build others’ passion for the idea as well.

Because users can easily and rapidly produce and consume con-

tent through social media technologies (such as YouTube videos, web
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links from Twitter followers, and the like), there has been an expo-
nential increase in the use of social media. With Facebook alone,
it is expected that by 2012 one out of every six people on the planet
will be a member. These technologies create unparalleled access to
social networks.

One of the challenges for the entrepreneurial leader is to deter-
mine how to engage social media in a way that provides access to
individuals and innovation but doesn't excessively waste energy and
resources. Individuals and organizations need to develop a social tech-
nology strategy that includes a suite of technologies, processes, and
ultimately management practices that enable them to greatly expand
the potential size and reach of their personal networks and dramati-
cally reduce the “costs” of collaboration (Dutta 2010; Li and Bernoff
2008; McAfee 2006; O’Reilly 2005).

In this chapter we explore how entrepreneurial leaders can use a
social media strategy to build and leverage relationships to move new

ideas forward.

Social Media and Cognitive Ambidexterity

Organizational use of social media is not a new phenomenon. Approx-
imately 65 percent of today’s organizations have adopted at least one
social technology, with blogs, wikis, and discussion forums leading the
way. Organizations are using these technologies to capture and share
knowledge inside their organizations, to foster collaboration within a
division or group, and to improve external corporate communications
(Keitt 2010). Wiki software has proven to be a particularly valuable
tool, as it enables a large community of knowledge workers to gener-
ate, share, and maintain content and to coordinate activities. By 2010
nearly 50 percent of organizations were using wikis (Koplowitz 2010).

Organizations are increasingly finding ways to incorporate social

technologies into their business functions, often employing both
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prediction and creation logics. On the prediction logic side, employ-
ees use these tools to systematically analyze and locate subject-matter
experts or workers with similar interests, helping themselves overcome
physical or organizational boundaries. As a result, these technologies
are integrated into structured talent and knowledge management
practices and processes. For example, when these technologies are
incorporated into the on-boarding process, new employees are able to
build relationships and integrate into the organization more quickly.

At the same time, additional benefits stem from the link between
social networks and creation logic. When entrepreneurial leaders
need to engage a creation approach to decision-making in which they
are acting their way into new situations, social networks and specifi-
cally social media become fundamental to these actions. Numerous
marketing campaigns we have studied use social media platforms
such as Twitter and Facebook to experiment with new ideas and test
potential solutions to customers’ needs wherever they live. Returning
to the Clorox example, YouTube and Facebook were used extensively
to determine potential interest and to identify the market for Green
Works. Below we highlight three unique ways in which social media is
particularly advantageous to a creation approach to decision-making.

One of the first beneficial uses of social media is as a means
to help entrepreneurial leaders work through both uncertain and
unknowable situations. Researchers have found that those who adopt
social media are more effective at dealing with high environmental
uncertainty and in adapting to customers’ changing demands (Wilson
and Eisenman 2010). In unknowable situations, social media enables
entrepreneurial leaders to act first and experiment to move toward a
solution. For instance, social media enabled EMC, a global technol-
ogy firm, to identify pockets of “free work”—self-forming groups of
employees working on emergent opportunities not forecasted dur-
ing planning or strategy sessions. According to an EMC manager we

interviewed, unpredicted issues that these groups were working on
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included “global cultural awareness, green and sustainability, markets
around data warehousing, and virtualization.”

Second, entrepreneurial leaders can draw upon social media
to enlist others in co-creation. This model is different from shared
decision-making because with co-creation others are fully involved in
shaping and directing the outcome. In this process of co-creation, the
outcome is likely to be very different from the entrepreneurial leader’s
original ideas. The challenge for an entrepreneurial leader is how to
activate co-creation. Social media can be a useful tool for leaders to
connect with their networks and engage others in co-creation. For
example, in the marketing area, entrepreneurial leaders are using web-
based customer communities to gain real-time feedback on potential
product ideas. By launching contests and promotions on social net-
working sites such as Facebook and Twitter, entrepreneurial leaders are
enabling customers to help them co-create new opportunities to meet
customer needs that the organization might not have known existed.

Third, entrepreneurial leaders can use social media to enlist
stakeholders to help them achieve business goals with minimal invest-
ment. For example, in 2007 as Facebook was expanding the number
of languages it supported, it could have paid a dozen professionals
hefty fees to translate the site. Instead Facebook used social media
and, specifically, crowdsourcing as a less expensive alternative with
more value-creation opportunity. Crowdsourcing is the process of
taking work that would traditionally be given to a designated agent
and instead outsourcing it to a large, unidentified group. Facebook
users could join the “community of translators” and begin translating
Facebook into new languages.

The power of this approach can be seen in the site translation into
French, which occurred over a 24-hour period and was supported by
4,000 users (Sawers 2009). Through its Facebook Translations appli-
cation, Facebook has used crowdsourcing to have its members trans-

late the site into 100 different languages. Beyond saving money, this
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approach has enabled entrepreneurial leaders at Facebook to move
the organization into diverse markets and to do so in a way that is
customized to the needs of the local context, as it is created by local
agents (Holahan 2008). Most importantly, by developing translations
through the use of social media, Facebook has been able to tap into the
enthusiasm and the passion of its social network so that these users

attract new users to the site.

Educating Entrepreneurial
Leaders about Social Media

When we introduce entrepreneurial leaders to social media and engag-
ing social networks to support prediction and creation logics, we focus
both on modeling how to use these technologies to connect with oth-
ers and how to build passion through networks. As in organizations,
social media applications in a management course can foster dynamic
collaboration among learners, and this experience can be used to con-
nect back to the real world (Wankel 2009).

In this section we describe two learning projects we have devel-
oped that enable participants to work with social media, such as user-
generated video, wikis, tagging and bookmarking systems, and social
networking sites, to create new opportunities. As we present these
learning projects, we also provide research data to show the effect
these experiences have had on students’ understanding and use of

social media.

Reinventing Case Discussions through Wikis

Case-based discussion is fundamental to every MBA program and
to every management development program. The notion of bringing
together leaders to collectively make sense of a real-world experience
is a hallmark of management education. Beyond introducing man-

agers to new models of decision-making, case-based teaching also
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enables managers to build connections and to see alternative points of
view of the same material.

One of the easiest ways to introduce entrepreneurial leaders to
the power of social media is through the use of wikis to deliver case-
based materials. We have adapted a traditional case involving the
diffusion of tagging and bookmarking technology in the MITRE Cor-
poration (Parise et al. 2009) to deliver it using a wiki-based platform.
With a standard teaching case, the case authors would have simply
interviewed stakeholders in the MITRE Corporation and written a
paper-based case. Students would read the case and then participate
in a face-to-face discussion to explore solutions to the problems pre-
sented. Using the wiki software, we have fundamentally shifted how
we teach this case.

First, the wiki platform enables us to provide supplemental infor-
mation from MITRE employees and from IT industry experts. For
example, an expert in the knowledge management field created con-
tent that describes the knowledge management software, infrastruc-
ture, and marketplace. This content is placed in a supplements menu
option on the home page of the case. The two main protagonists of
the case created a Class Prep section, which includes discussion ques-
tions and action items from their perspective. Beyond this additional
case content, the faculty used the wiki technology to create hyperlinks
between the case and related digital materials. We can update these
links every year as relevant new articles appear.

As course participants use the wiki technology to engage in case
preparation and discussion, they also learn how to successfully lever-
age social media to make decisions. For example, as a part of the case
discussion, each participant bookmarks, tags, and comments on an
article (or a video or audio clip) related to the case. Participants then
comment on their own and others’ bookmarks based on what they

found interesting in the case. A tag cloud appears to the right of the
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case and is updated in real time so that participants can see popular
themes emerging. Participants learn to use social media tools to more
effectively communicate and generate enthusiasm for their ideas.

In the action-planning section of the case, participants learn how
to engage others in a co-creation process through the use of social
media. As in traditional case discussion, students are assigned to small
groups to generate action plans. Instead of working face to face, these
groups use a wiki to generate an action plan electronically. When the
final action plans are posted to the class wiki, two MITRE decision-
makers read each plan and respond to the group. These comments
can include strengths and critiques of each plan as well as follow-on
questions. Course participants can respond to the decision-makers’
inquiries and ask additional questions regarding the case or the com-
pany. At this point the course instructors become part of the discus-
sion thread.

In teaching this case recently, the instructors modified the teach-
ing model to enable course participants to present their action plans to
the two case decision-makers in a live setting using Elluminate Live!, a
web conferencing program used in higher education. From disparate
locations, course participants, instructors, and case decision-makers
were able to give PowerPoint presentations and receive feedback
and questions from the decision-makers in real time. The MITRE
decision-makers followed with a description of current social media
and knowledge management practices at MITRE, and instructors
ended the session with a debriefing of lessons learned.

From the post-course survey data we gathered, it was clear that
students learned more than just action planning regarding MITRE’s
use of social media. Through the wiki technology, they learned how to
more effectively use social media to initiate a co-creation process. First,
students learned how to use technology and social media to effectively

gather information as they began to formulate an idea. By having to use
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the Internet, articles, videos, and blogs to prepare for the case, partici-
pants developed strategies for how best to leverage the vast resources
and information that can be used to inform their ideas. Rather than
become hamstrung by the high levels of uncertainty resulting from all
these data, however, students learned to reduce uncertainty by test-
ing and learning from specific media formats to gather information.
For example, they discussed the value of hyperlinks and multimedia
content as essential to helping them make sense of and internalize the
material available.

Through the use of the wiki platform, students also learned
how to connect with and involve others in a creation approach. They
learned how to effectively communicate their ideas, respond to others,
and generate momentum for new ideas. They also learned how to use
social media to find out what other course participants knew and were
interested in and how to tap in to their colleagues’ knowledge to move

an idea forward. For example, one course participant commented,

I always had an interest in cloud computing, but everything I
read on the topic seemed foreign or overly complex. There was
a cloud computing tag on the wiki. From that I watched a video
posted by Bill, who was in another section. The video was great,
as it explained what a cloud was in terms I could understand.
I barely knew who Bill was, and I didn’t realize he had done an
independent study project on cloud computing. Since the case,
we've met several times, and he was more than happy to share his
project report with me.

As this quote illustrates, many times entrepreneurial leaders
don’t know who knows what in their network. This student learned
how to use social media to supplement his knowledge and engage the
knowledge of others to move forward with a new idea.

The other key learning about networks and social media came
from watching the faculty use the social media. Faculty modeled for

students the opportunities that a blended learning format (including
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online and in-class formats) provides for diverse types of learning and
knowledge sharing. While there is a tendency to believe that asyn-
chronous technology is most useful for conveying technical content
such as financial and accounting metrics, the experience with this case
shows how beneficial social media can be for knowledge sharing that
relies on engaging others in a social constructionist approach.

With a social constructionist approach, social media can be
used to have participants learn from each other and to challenge and
expand each other’s ideas. The asynchronous format supported rich,
diverse conversations in which participants could more easily access
and share other related knowledge. For example, in a traditional face-
to-face case discussion (or even a meeting), the program leader is
often constrained in terms of how many ideas can be discussed and
how many others can participate. With the wiki case discussion, par-
ticipants felt they had more opportunity to offer their perspectives
and, more importantly, to learn from their classmates.

Many students indicated that in a face-to-face classroom they
were sometimes intimidated by the more vocal students, but in an
online discussion they felt more comfortable replying to and engaging
all of their classmates. As one participant commented, “There were
so many interesting threads to participate in, and more participants
were engaged.” Both the faculty and the students learned to use the
technology to co-create an experience that parallels future situations
that students will face as entrepreneurial leaders.

The one challenge to the use of a wiki-based case discussion is
that there is a learning curve for most students before they can use the
technology to its full capabilities. When using a wiki platform, profes-
sors need to build time into the course to teach participants how to
use the technology. Yet here too there were hidden advantages of this
learning-by-doing experience. Some students talked about the bene-
fits of learning firsthand how to use the wiki platform for joint content

creation and online discussions. By learning how to create content in
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the context of this program, participants were more confident with
engaging social media in the real world to explore and build support

for their ideas.

Social Media Simulations

With all the popular press on the good, the bad, and the ugly of social
media, we have found that some entrepreneurial leaders are reluctant
to use these technologies. Entrepreneurial leaders who are not a part
of the millennial generation often have well-established ways of net-
working and leveraging social connections and well-practiced scripts
that often ignore the power of social media. These leaders don’t fully
understand the diverse and complex ways that social media can be
used to gain access to new ideas, to engage others who share their
passion for an idea, and for complementing their knowledge and
skills with those of others. For example, one entrepreneurial leader
we worked with stated: “I thought that social media was a ‘checkmark’
with very little relevance to the overall organization’s existence. The
course opened my eyes to how my organization could leverage social
media platforms for functions such as marketing, branding, and cus-
tomer service and engagement.”

To develop entrepreneurial leaders who can leverage social
media, we had to find a novel way to teach new scripts for working
with and through social media. We created the Boston Advertising
Simulation, an experiential exercise that teaches budding entrepre-
neurial leaders to use social media to generate new ideas and work
toward innovations with their established and new social connections.

In this simulation course participants work for a fictional adver-
tising agency in which they must create an external social media cam-
paign for one of Boston Advertising’s clients. To introduce students
to the power of video in social media, we use video as the primary
means of communicating with students around the simulation. Each

week the students are given a new video from Miranda Priestly, the
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CEO of Boston Advertising, with a new assignment for the campaign.
Through these videos, course participants are introduced to the value
of video to engage colleagues who are geographically dispersed.

As this is a real challenge for many entrepreneurial leaders, stu-
dents immediately get to wrestle with how to best activate others’ pas-
sions in a disparate work environment. Furthermore, because each
video introduces new demands, new situations, and new requests,
students also learn the challenge of working in unknowable and fast-
changing environmental conditions. All of these unknowable environ-
mental components are critical to building entrepreneurial leaders’
understanding of how best to utilize social media.

In the simulation, participants must work with a number of
social applications, including Twitter, LinkedIn, YouTube, and Face-
book, as they conduct research and build their advertising campaigns.
Through this activity, students learn how social media can be used
to reinvent traditional analytical approaches to market research. They
also learn to engage a creation approach as they interact with custom-
ers and encourage them to share data and ideas that they might not
have otherwise known. As such, participants learn to engage social
media to develop a cognitively ambidextrous approach to action.

Students also learn that social media can be a unique tool for
generating fun, passion, and excitement about an idea. Because social
media is technology-based, many course participants initially assume
that it is a weak form of communication that doesn’t build bonds or
convey passion. They quickly discover that the fun and the excitement
of social media can be easily harnessed to create emotional connec-
tions among people and build momentum for a new idea, sometimes in
more powerful ways than with face-to-face communication. Students
develop strategies to share their passion and enthusiasm through the
use of Twitter and other social media tools. In so doing they develop

new scripts for engaging social media in a co-creation process.
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Twitter is a unique tool that course participants can use to stay

connected and to share content. As one executive stated:

Each section had its own [Twitter] hashtag.* I know our section
had the highest adoption rate of the three sections and someone
posed a challenge to the other two sections to catch up to us! It
was fun to stay engaged with classmates, and I found some very
useful links from others that I used for my project.

Through this simulation participants realize the ease with which
they can tap into a network and generate new levels of engagement
within it.

With the simulation entrepreneurial leaders also learn that social
media is particularly powerful for receiving quick, immediate, and
often brutally honest feedback that they can use to move forward on
a new idea faster and with greater success. We introduce students to
this component of social media by inviting social media experts to
comment on the participants’ social media campaigns, which they
deliver using multimedia (voice, video, and presentations with notes)
via Adobe Connect. Using video, these experts provide feedback on
the presentations, and students are invited to use web rating systems
to vote and comment on their favorite social media campaign. Beyond
simply providing data on which campaign has the most votes, course
participants often receive new insights from the data in the web rating
systems that enable them to examine their campaigns in new ways.
As such they become skilled in using social media to examine an idea
from different perspectives and to use others’ insights to modify their
own thinking.

One of the challenges of launching entrepreneurial leaders’ use
of social media is to help them recognize the biases that others, par-

ticularly those of different generations, have for and against social

*A hashtag is a keyword that describes a tweet message and helps people search

for tweets that have a common topic.
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media. If entrepreneurial leaders are to use this technology, they must
know how to respond to these differing perspectives. When students
from different generations and backgrounds work together on a social
media project, they are able to gain insights into others’ perspectives.

As one younger course participant explained,

In my job I have to convince decision-makers and dollar own-
ers that they need a social software framework. Discussing and
implementing change management, leadership, and cultural
ideas with respect to social technologies really helped me think
about how I could be successful in getting others to adopt social
media in my job.

Some educators are often concerned about the potential prob-
lems with online teaching, but we believe that these examples illus-
trate that online cases and simulations can effectively engage students
in learning experiences that mimic the co-creation method they will

need to generate social and economic opportunity.

Conclusion

Entrepreneurial leaders who engage cognitive ambidexterity must
know how to connect and use their social networks. These networks
give leaders access to knowledge and resources that both supplement
and complement their skills and are instrumental to creating a new
opportunity. These networks can also foster productive relationships
with others who hold similar passions and share a new world per-
spective. In today’s technology-enabled environment, social media is
the fundamental means by which entrepreneurial leaders can connect
and activate their networks. It is therefore vital that we teach future
entrepreneurial leaders the skills to leverage networks in co-creation
and to use social media to do this. When entrepreneurial leaders tap
the power of social media, they expand their ability to co-create social

and economic opportunity.
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cHaPTER 11

A New Pedagogy for
Teaching “Doing”:
Preparing Entrepreneurial
Leaders for Values-

Driven Action

THUS FAR WE HAVE PRESENTED THE THREE PRINCIPLES OF ENTRE-
preneurial leadership—cognitive ambidexterity, SEERS, and
self- and social awareness—and have provided examples of how these
principles can be taught through various exercises, cases, and courses.
For most readers, however, one nagging question remains: How can I
get started?

Can it be done only through a radical change to management
education that is driven from academic leadership, or can it begin
with individual faculty members who act as entrepreneurial leaders?
We believe that faculty must walk the talk. If we believe that our stu-
dents need to learn entrepreneurial leadership, we should model that

behavior as we develop our courses and engage students outside of the

We would like to thank Mary C. Gentile for her assistance in developing this
chapter. Mary is the creator and director of Giving Voice to Values (http://www3
.babson.edu/babsonz2ndgen/GV'V/default.cfm) and a senior research scholar at
Babson College. She has authored many books, including Giving Voice to Values:
How to Speak Your Mind When You Know What’s Right (New Haven, CT: Yale

University Press, 2010).
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classroom. We can take action and modify individual class sessions or
develop our own courses, as we have illustrated throughout this book.

In this chapter we present another pedagogical approach—a
new case method—for teaching management students the principles
that underlie entrepreneurial leadership. This pedagogical approach
is an alternate case method that we believe is particularly valuable for
teaching students the principles that are outlined in this book. What
is unique about this approach is its flexibility and adaptability—an
educator can adopt it as an alternative way to teach existing cases or
topics. By modifying a case discussion using this approach, an educa-
tor is able to reorient students’ thinking toward engaging action and
analysis; toward engaging values that consider social, environmental,
and economic impact; and toward aligning who they are with what

they say and do.

A New Case Approach for Developing
Entrepreneurial Leaders

For years management educators have relied on the case-based
method of teaching. The case method was designed to simulate action
in the classroom so that business students would learn to apply theory
and analytics rather than simply read and talk about them. A favorite
metaphor, attributed to Benson Shapiro, is that case-based learning is
akin to jumping—or being thrown—into the pool rather than stand-
ing poolside, talking about the breaststroke. This all made sense, and
many management educators committed to this approach.

Today new cases are being developed that include a wide variety
of organizations (nonprofits, for-profits, and government and non-
government organizations); discuss scenarios with various social,
environmental, and economic implications; and examine global
issues. These cases develop an awareness of the challenges faced by
all organizations, the rights and interests of a variety of stakeholders,

and the possibilities of simultaneously creating social and economic
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value. Many of these cases present students with a decision that needs
to be made and require detailed analysis of the situation to arrive at
the decision. By introducing these cases, we expose students to new
business models, new corporate responsibilities, and examples of vari-
ous leadership approaches. This pedagogical approach can be used to
expose students to some of the principles of entrepreneurial leader-
ship and is an easy first step for educators.

When trying to teach a creation logic that should be embedded
in an action-based pedagogy, however, the traditional case method
can be limiting. Rather than true action learning, the focus of the case
methodology is on awareness and analysis; that is, it familiarizes stu-
dents with the types of challenges they are likely to encounter and it
provides opportunities for them to analyze—applying quantitative
methods or frameworks in a prediction approach—and discuss difter-
ent arguments for and against various choices.

In some instances—particularly for the cases that pose ethical
decisions or discuss the tradeoffs among social, environmental, and
economic value creation—this traditional case method approach feels
as if it were focused on teaching students the “professional rational-
izations” (as one professor named them) that would enable them to
defend their focus on short-term shareholder wealth creation in spite
of negative social and environmental effects or their decision to take
questionable actions.

The question then becomes: How can we build on the traditional
case methodology that focuses on awareness and analysis to focus on
action and implementation? The solution to this teaching dilemma
seems quite clear: instead of focus on the decision-making, we need
to focus on post-decision-making. Rather than decide the right thing
to do, we need to develop cases in which the protagonist has already
decided what to do and needs to follow through on the decision. In
the place of cases that help students arrive at decisions that maximize

only economic value, we need to offer cases that consider social and
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environmental value as well. Finally, instead of considering one way to
implement a decision, we need students to develop implementation-
scripts based on their own skills, relationships, and style as well as on
the situation or context of the protagonist.

Implementation-scripting cases, a new case pedagogy devel-
oped by Mary Gentile, can be used to teach these missing elements.
This curriculum is called Giving Voice to Values (GV'V, GivingVoice
ToValues.org). The GVV approach was initially developed to teach
business ethics and value-based leadership. Rather than ask students
whether to do what they think is right, GVV cases ask them how to do
it. Employing a creation approach, students act themselves into new
ways of thinking by actually saying and doing what we want them to
learn to do—rather than talk about it or, worse, talk themselves out of
it. Instead of using the language and the tools of philosophy and ethics
to address business issues, they develop scripts that use the language
and the tools of the discipline wherein the problem lies. For example,
if they are being pressured to “cook the books,” arguments that use the
language of the Financial Accounting Standards Board—or even more
persuasively, ROI—will be more effective than allusions to philoso-
phers Singer or Aristotle.

As we prepare leaders to make decisions based on a fundamen-
tally different worldview, we need to enable them to practice and
develop their skills for acting on and implementing their decisions.
We believe that the GVV implementation-scripting case approach
can be an effective tool for engaging students in action-based learning

across disciplines and programs.

GVV Implementation-Scripting Cases

Like traditional decision-making cases, an implementation-scripting
case focuses on a particular business challenge, set within an entre-
preneurial venture or existing organization, and presents the situation

from the perspective of an individual case protagonist or actor. Unlike
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traditional cases, where a decision is required and a thorough analy-
sis would lead to a solution, the implementation-scripting case study
ends at the point where the protagonist has already decided what to
do and needs to build an action plan and a script to get it done. The
implementation-scripting cases present students with a series of sce-
narios in which the protagonist already knows what he or she believes
is the ethical or right decision, but it is unclear how this decision will
be accepted by the various stakeholders and what the first steps should
be. The GV'V cases are about how a manager raises these issues effec-
tively; what he or she needs to do and say to be heard; and how to cor-

rect an existing course of action when necessary.

A GVV Case Example

“This Whole System Seems Wrong”: Felipe Montez and Concerns about the
Global Supply Chain is a wonderful GVV case for a core operations man-
agement or supply-chain management class. It helps students consider
issues of social responsibility and supplier management as well as the
challenges of managing a global supply chain. Most importantly, it asks
students to develop a script and experiment with taking action.

The case presents a situation in which Felipe Montez was hired to
be a purchasing director and product designer for a Spanish electronics
company. The company has a 27-year history of working with a Hong
Kong distributor. On Felipe’s first trip to China, he visited several fac-
tories and found a wide range of conditions. He was most concerned
about the conditions (which included child workers and unsafe working
conditions) in the factory that produced the majority of his company’s
goods. When he returns from China, he speaks with his manager, who
largely dismisses his concerns. After reviewing other industry prac-
tices, Felipe decides that he would like the company to develop more-
stringent requirements for its factories.

The focal questions for this GVV class discussion become: How can
Felipe get this done? What information will be needed? What argu-
ments will be effective? What allies are needed? What steps should be
taken—and in what sequence?

Source: Gentile and Klepper 2010.
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The implementation-scripting case study is typically much
shorter than traditional decision-making cases. It may be as brief as
a paragraph or as long as three or four pages. Because the cases are
shorter, they are more suggestive, relying on students’ own experience
and knowledge as well as outside research (such as reading and prac-
titioner interviews). For this reason students often benefit from team
preparation of their action plans so that they can share data-gathering
and interviewing tasks. They can also use peer coaching and brain-
storming to generate effective and persuasive scripts for building sup-
port for the protagonist’s decision.

With this team-based approach, the class discussion begins with
structured questioning wherein students anticipate the arguments they
are likely to face when they propose their values-based positions. Here
students can apply their prediction logic, assess the social contexts,
and consider arguments from many perspectives. They then work
together to craft the most effective scripts for how to respond to those
arguments, and they practice voicing the scripts out loud in front of
their peers, who stand in for the audiences they will need to persuade
in the workplace. Finally, rather than critique classmates’ scripts, as
would be the process in traditional adversarial role-playing, students
use peer coaching to refine and enhance each other’s arguments. By
the end of the class, all students have created a credible and workable
set of arguments and implementation plans for values-based action.

Here are just some of the benefits of the GVV case approach:

It focuses on positive examples of times when folks have found
ways to voice, and thereby implement, their values (or world-

view) in the workplace.

It emphases the importance of finding an alignment between
one’s individual sense of purpose and that of the organization
(an alignment that involves self-assessment and a focus on

one’s individual strengths).
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It provides the opportunity to construct and practice responses to
the most frequently heard reasons and rationalizations for not

acting on one’s values.

It challenges leaders to build commitment by providing repeated
opportunities for them to practice delivering their responses
and to learn to provide peer feedback and coaching to enhance

effectiveness.

With its focus on action, the GVV methodology allows students
to practice responding to the question What do I do next? (as opposed
to What do I do . . . permanently?), which is at the heart of cognitive

ambidexterity.

Conclusion

In teaching future entrepreneurial leaders to engage a cognitively
ambidextrous mindset and to articulate a SEERS worldview, the
Giving Voice to Values curriculum can be a central component of
the “pedagogical portfolio” discussed in chapter 1. GVV is a thought
experiment, an iterative process, and a method for both developing
and practicing values-driven leadership—all elements that are impor-
tant in a pedagogy for teaching entrepreneurial leadership. GVV cases
help students apply prediction logic to anticipate arguments from
stakeholders and pose counterarguments. They also help students use
creation logic to develop new and innovative approaches to practice
problem solving by taking action.

While education for action is essential, that action must be guided
by the principles, objectives, and means of our individual identities,
our organizations, and our entrepreneurial ventures. And these prin-
ciples, objectives, and means—this purpose—brings us to SEERS. The
raison détre for GVV is the development of a pedagogy that engages
students in the response of creative thinking and practice around

the pursuit of social, environmental, and economic responsibility
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and sustainability. GVV asks students to develop practical scripts
and action plans for values-driven entrepreneurial leadership. Fur-
thermore, it asks students to consider how to respond to the various
demands and perspectives of the stakeholders in the case. This shift
trom asking whether SEERS can be addressed to asking and answering
how it can be done is a fundamental premise of the GVV pedagogy.

Finally, as we turn to the third principle behind entrepreneurial
leadership—self- and social awareness—we see how it too is aligned
with the GVV approach. Entrepreneurial leaders are more likely to
be able to voice and act on their values if they frame their choices in
ways that play to their strengths: If I see myself as a pragmatist, I will
work best if I find ways to frame my actions on my values as pragmatic.
If I see myself as a risk-taker, I will frame the values-based choice as the
bold move. If I see myself as cautious, I will frame my values-driven deci-
sion as the conservative choice. Through implementation and scripting,
GVV helps entrepreneurial leaders find alignment between who they
are and what they say and do.

Thus, when the only way to lead in an unknowable world is
through action, GVV isallabout action—but it’s action that is informed
by analysis and planning and the lessons of research about decision-
making biases and heuristics and that is enabled by prescripting and
literal practice. If global business leaders are “redefining the context”
for their decision-making, as Wilson and Eisenman (2010) point out,
the GVV approach is entirely suited to this endeavor. GVV enables
students to learn the “new narrative” about the choices entrepreneur-
ial leaders face and to be empowered and enabled to shape social and
economic opportunity in creative and responsible ways.

While the GVV curriculum is but one approach, it is one that we
can easily use in our classrooms. In fact, all cases are free and available
to all. We hope that this discussion will encourage you to act as entre-
preneurial leaders who create new GVV cases, traditional cases, and

other teaching materials for educating our students and future leaders.
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Whether they center around the principles of cognitive ambidexterity,
SEERS, or self- and social awareness, if materials are developed, tested,
and shared across the academic community, we can change the course

of management education.
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CHAPTER 12

Curriculum-Wide
Change: Leading
Initiatives to Develop
Entrepreneurial Leaders

THROUGHOUT THIS BOOK WE HAVE PROVIDED PEDAGOGICAL
examples to illustrate how individual faculty from diverse dis-
ciplines and programs can teach students to make decisions guided
by cognitive ambidexterity, a SEERS worldview, and self- and social
awareness. Yet the largest opportunity for shaping entrepreneurial
leaders comes when we consider how to reorient our entire curricu-
lum. We have the most power to change management education when
faculty from diverse disciplines work together to develop entrepre-
neurial leaders who possess both core disciplinary knowledge and a
new way of thinking based on a new worldview. By working together
management educators have the opportunity to develop the next gen-
eration of entrepreneurial leaders who will shape social and economic
opportunity across diverse contexts.

Thus the challenge becomes: How can management educators
introduce systemwide changes to reorient student learning toward
educating entrepreneurial leaders? We recognize that the answer is
both simple and quite complex: we advocate that management edu-
cators need to become entrepreneurial leaders. Just as we are teach-

ing students to engage a different way of thinking and a different
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worldview, management educators need to do the same as we test and
build new models of management education in our own universities.

In this chapter we provide examples of curricular and co-
curricular changes that are enabling us to move our curriculum toward
this new model of educating entrepreneurial leaders. It is important to
note that ours is a work in progress. Here we share some of the changes
that we have made as well as some proposed changes we are designing
into our curriculum that we believe will be most useful to reorienting

management education toward entrepreneurial leadership.

Curriculum-Wide Opportunities to
Develop Entrepreneurial Leaders

Just like any college or university, we struggle at times to bring desired
changes to fruition. The challenges of engaging all faculty and staff and
squeezing more content into fewer classroom hours plagues us just
as it does other management education institutions. Yet we press on,
as we believe in the power of teaching entrepreneurial leadership. In
this section we highlight curriculum-wide opportunities that we have
thus far had the most success with implementing: redesigning the core
curriculum, introducing signature learning experiences, integrating
co-curricular learning opportunities, and leveraging entrepreneurial

leadership in how university operations are managed.

Core Curriculum Redesign

The boldest and most dramatic way to reorient a management cur-
riculum toward developing entrepreneurial leaders is to closely eval-
uate one’s core curriculum to identify areas that integrate the three
principles of entrepreneurial leadership. While this approach is simi-
lar to any major curriculum redesign, it differs in a fundamental way:
Rather than attach the three principles of entrepreneurial leadership
to the core by introducing additional core courses, we consider how

to integrate the principles into existing discipline-based courses.
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If entrepreneurial leadership is to become an objective that unites
management pedagogy, faculty must collaborate to develop students’
understanding of and skills with its fundamental principles.

We recently embarked on such a redesign in our graduate pro-
gram, and there are a few key actions we have taken to facilitate this
process. We began by assembling a committee of faculty members
who had different levels of experience with the graduate program. In
this way we ensured that we could learn from the past but also be open
to new ideas. The group was asked to redesign the MBA curriculum
to develop “entrepreneurial leaders who create great economic and
social value” In so doing they focused on how best to integrate the
principles of entrepreneurial leadership into the new discipline-based
course structure.

To reorient our curriculum toward developing entrepreneurial
leadership, the redesign committee surveyed the curriculum design
and found that many courses focused on prediction logic. At the same
time, there were no clear touch points where students would learn
cognitive ambidexterity and how to cycle between creation logic and
prediction logic. So, early in the first year of our MBA program, we are
introducing an entrepreneurship course, a portion of which focuses
on developing students’ cognitive ambidexterity. Also, at the end of the
first year, our information course now engages students in using infor-
mation technology to support both prediction and creation logics.

To teach the SEERS worldview, we have integrated this principle
into many core courses. We are carefully reviewing cases and teach-
ing examples to ensure that students are exposed to a diverse set of
contexts that consider social, environmental, and economic value
creation simultaneously. Discipline faculty are also considering how
to engage SEERS into discussions of other discipline concepts. For
example, the technology and operations management course is likely

to include a module on sustainable operations, the marketing course
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may consider marketing “green” products, and the accounting course
may incorporate the sustainability metrics discussed in chapter 6.

To develop students’” self- and contextual awareness, we have
modified our core organizational behavior course to align with the
Managerial Assessment and Development course discussed in chap-
ter 8. In other courses that consider global issues explicitly, such as
economics and strategy, we are using conceptual materials to develop
students’ contextual awareness to successfully navigate changes in
industries, nations, and the global environment. In our IT course,
we are introducing the social media ideas discussed in chapter 10 to
highlight the importance of networks and co-creation to entrepre-
neurial leadership and to show how students can leverage technology.
The three principles behind entrepreneurial leadership are then tied

together into signature learning experiences.

Signature Learning Experiences

Signature learning experiences (SLEs) represent a distinct curricu-
lar design to inculcate the principles of entrepreneurial leadership.
Although the MBA Oath (Khurana 2007) is an innovative way to
encourage newly minted MBA graduates to feel committed to a pro-
fessional identity and to the established norms of that identity, we
are not confident that signing an oath is enough to assist students in
developing a new worldview of business. We believe that action and
discussion must be embedded in learning for students to adopt a new
worldview and to engage a new level of self- and social awareness.
Based in the theory of organizational socialization, SLEs are
designed to socialize students into the principles of entrepreneurial
leadership and to teach them to use cognitive ambidexterity and to
make decisions by considering self, context, and a SEERS mindset.
SLEs can come in a variety of forms; the Foundations of Management
and Entrepreneurship course discussed in chapter 1 is one exam-

ple. This yearlong first-year course is designed to teach integrated
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management concepts, and one of its primary objectives is to teach
students what it means to be an entrepreneurial leader. Through the
experience of building their own businesses, students learn to engage
cognitive ambidexterity and a SEERS mindset.

While introducing students to the principles of entrepreneur-
ial leadership is important, it is equally important to reinforce those
principles throughout the curriculum. Just as a class is designed by
telling students what you are going to teach them, teaching them, and
then telling them what you have just taught them, a strong curriculum
follows the same model. We believe that there needs to be a learning
opportunity later in the curriculum that again emphasizes entrepre-
neurial leadership. The most straightforward way to do this is to take
an existing discipline capstone course and reorient it toward teaching
the entrepreneurial leadership principles.

A capstone course can often signal to students that their learn-
ing is complete, however, so with entrepreneurial leadership we want
to reinforce the underlying principles but also remind students that
their learning will never be “complete” In both our graduate and
undergraduate curricula, we are proposing new upper-level signature
learning experiences that are focused on reinforcing the principles of
entrepreneurial leadership.

One proposal in the undergraduate program is to have faculty
teach different disciplinary-based courses on a “big idea”—a challeng-
ing social or environmental issue. For example, a big idea might be
education, hunger, or climate change. Instructors would explore the
big idea from their disciplinary perspective, but they would also focus
on teaching students to engage the principles of entrepreneurial lead-
ership as they reflect on and consider how to respond to the challenge.
Students learn to employ cognitive ambidexterity, a SEERS mindset,
and their understanding of self and context in their decision-making.

For some management education curricula, it may be very com-

plex to introduce an SLE as a new course. The battle for disciplinary
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credit and the constant demand to add more to a curriculum may
reduce buy-in from faculty. In such cases, faculty champions may have
to consider other creative ways to build SLEs into their curricula.

In our graduate program, SLEs are being designed as shorter
experiential exercises within a course, as co-curricular experiences,
as daylong events, and even as components of orientation. For exam-
ple, one might consider replacing the ubiquitous casino night during
graduate school orientation with a presentation by an entrepreneurial
leader in a nonprofit or an NGO. An afternoon or evening of commu-
nity service activities could follow. One can only imagine the different
imprinting that comes from a day of community service compared

with an evening of gambling.

Co-Curricular Learning Opportunities

Another method for embedding the concept of entrepreneurial lead-
ership across a curriculum is by engaging co-curricular experiences—
any activities outside of the classroom that complement the general
curriculum. Examples include student organizations, honor societies,
and athletic and social clubs such as fraternities.

MofTatt (1988) states that 40 percent of college students report that
activities outside of class constitute the most significant part of their
educational experience. Higher education is placing more emphasis
on providing students with both curricular and co-curricular experi-
ences to support their learning (Ahren 2009). Following this perspec-
tive, we see co-curricular learning as an opportunity for students to
practice being entrepreneurial leaders. Through co-curricular experi-
ences, students are able to test out prediction- and creation-oriented
decision-making and further develop their understanding of SEERS
and self- and contextual awareness as the basis for action.

One co-curricular learning experience we launched recently is
the Venture Accelerator. Designed by Professor Candida Brush and

other Babson entrepreneurship faculty, the Venture Accelerator is for
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Grow
out

Launch
and grow
Business
operations, sales, and
pitch and plan for funding

Faculty
adviser 3

Faculty

Pursue adviser 2

Building the team and the business
model, prototyping, and business plan

Explore Faculty

Whom you know, what you know, who you are, entry strategy ~ adviser 1
(buy, transfer, family, independent startup), and feasibility study

Infrastructure

Coordination of mentors and advisers, advisory board, assessments,
workshops, space, peer groups, events, resources, and fundraising

Exhibit 12.1 The Venture Accelerator

students interested in starting or running a new venture. The expe-
rience is divided into three phases: explore, pursue, and launch and
grow (see exhibit 12.1).

Using self- and social awareness, students “explore” what they
might like to do, what the opportunities are, and what the appropriate
mode of action might be. They also consider how to engage SEERS as
they pursue social and economic opportunity simultaneously. In the
“pursue” phase, students combine creation and prediction approaches
by taking action to test the market, develop prototypes, shape oppor-
tunities, and write business plans. They also consider their social
networks as they assemble a leadership team. Finally, in the “launch

and grow” phase, the students launch their ventures and “live” the
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experience as they create a revenue stream, find investors, and mar-
ket their products and services. As students “accelerate” through these
three phases, they have the opportunity to “earn” additional resources
such as office space and mentoring by pitching ideas to faculty.
Although this is a co-curricular experience, it does involve some
structuring and oversight from faculty outside of the classroom. There
are specific deliverables for each stage. In the “explore” phase, we offer
free workshops on establishing a legal form of business, technology
commercialization, searching for business opportunities, and research
techniques to determine market and industry feasibility. These work-
shops are led by faculty and external business leaders. For the “pursue”
phase, we assign mentors to oversee a cluster of students. We also tai-
lor panels and workshops around relevant issues, such as investigating
feasibility, determining customer demand, building a team, crafting
a business plan, and protecting intellectual property. Finally, for the
“launch and grow” phase, we assign dedicated mentors to work with
students to execute their plan, meet milestones, and acquire resources
(space and equipment) and funding. We are also working to develop
relationships with local incubators that might fast-track these student

businesses upon graduation.

Living-learning communities A very different model of co-curricular
learning comes from living-learning communities, where students
can apply their values and passions by living in a designated area with
others who share that focus. Even the process they go through to cre-
ate these communities involves practicing entrepreneurial leadership.
Students create new living-learning communities by co-creating and
building interest among their classmates for a particular idea. In so
doing they learn about the importance of passion to engage others’
interests in a particular community and how the idea of a community

may shift as others become involved. Self- and social awareness and
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creation and prediction logic are fundamental to the creation of new
living-learning communities.

As members of these communities, students are expected to
engage in action both on and oftf campus. The Green Tower, which
was mentioned in chapter 5, has undertaken action that has created
systemic change on our campus. Green Tower members are required
to sign and uphold a Sustainable Living Pledge and a vow to minimize
their personal carbon footprint. Residents are also required to partici-
pate in at least one of the Green Tower’s two working groups: green
living and green business. The green living group focuses on campus
initiatives around recycling and conservation. The green business
group develops research and education projects on green industries
and careers; this group has founded a Sustainable Idea Lab on campus
to incubate scalable green businesses.

Green Tower residents understand that environmental initiatives
and discussions shouldn't be located in just one dorm. “There was a
lack of consciousness among the students,” a Green Tower student
leader explained. In response, Green Tower inhabitants have designed
various events to democratize campuswide dialogue around environ-
mental themes. These events include movie nights featuring films with
environmental topics as well as Zero Waste fashion shows spotlighting
attire made from recycled or sustainable materials.

In starting these initiatives, Green Tower members learned how
to connect others to their SEERS worldview and to use a creation and

prediction orientation to bring these changes about.

Modeling Entrepreneurial Leadership

through University Management

Similar to the concept of “walk the talk,” student learning also arises
from observing how we as educators lead our own colleges and uni-

versities. By reflecting on the three themes, administrators will find
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opportunities to model entrepreneurial leadership in key institutional
decisions and operational practices.

For example, we have worked hard to make SEERS evident in
all aspects of the university, particularly those that are most visible
to our students. We are partnering with facilities managers and out-
side service providers to design offerings that resonate and communi-
cate SEERS values. In collaboration with our food services company;,
Sodexo, we have implemented a tray-free policy in our dining halls,
which has reduced water usage as well as food waste. We are trying to
source food locally, we are conducting food waste audits of all campus
dining facilities, and we are testing approaches to reduce food waste
and produce compost on campus grounds. This partnership has also
yielded a number of other results that students see or that we report

to them:

An 11 percent reduction in energy consumption versus the

baseline year

A reduction in CO, emissions of more than 5,700 tons during
the same period, equivalent to removing 961 cars from the

road for one year
A 51 percent recycling rate for the campus
Reduction of trash tonnage by more than 200 tons annually

Part of our success with these programs is because these cam-
pus initiatives fit with our school, our community, and the overall
Babson culture. As management educators take action to bring about
campuswide reform, it is critical that they consider their schools
strengths, partnerships, financial and human resources, and culture
and customize the type and the scale of initiatives to best fit with the

school’s context.
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Engaging Cognitive Ambidexterity to
Lead Management Education Reform

Beyond thinking about what to reorient in management curriculum
and co-curricular initiatives, we need to consider how to do it. As
entrepreneurial leaders, management educators will need to employ
both creation and prediction approaches and become adept at cycling
between the two as they introduce new initiatives and update and
reform curricula. Through a continuous process of engaging creation
and prediction approaches to thought and action, management edu-

cators can innovate and manage change effectively.

A Prediction Approach to

Management Education Reform

The more common approach for academics is prediction logic. In fact,
the Association to Advance Collegiate Schools of Business requires
this type of approach when preparing for accreditation. The align-
ment between the college mission, the resources (or inputs), and the
outcomes (student assessment) is closely reviewed. It is also expected
that clear processes are used to strengthen curricula, develop faculty,
and improve instruction. For any management program, the goals
must be established, the resources must be available and of high qual-
ity, outcomes need to be assessed, and improvement plans must be
established and implemented. These checks and balances help ensure
the quality of the program.

When schools’ goals are certain, the business and management
education environments are stable, and data are available, prediction
approaches to management education reform can be very effective.
A few prediction tools—goal establishment, resource identification,
and data collection and analysis—informed our curriculum revi-

sion efforts.
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Goal establishment When we considered how to develop entre-
preneurial leaders, the school established a task force of faculty and
staff members to identify the key concepts or principles that needed
to be included in our curriculum: cognitive ambidexterity, a SEERS
worldview, and self- and social awareness. Once these principles were
developed and approved by our faculty senate, curriculum redesign
task forces were established for both the undergraduate and graduate
programs. Each task force was given the goal of integrating the three

principles into a newly designed curriculum.

Resource identification In good economic times, there had been
relatively unrestricted resources to design and implement new curri-
cula at our school. Today’s economic environment, however, requires
us to be fiscally conservative in our revisions. Our curriculum rede-
sign task forces were asked to maintain, and in some cases reduce,
the current cost of delivering the curriculum. Knowing that resources
were limited helped the task forces arrive at a solution that was feasible
and easily implemented. Of course, the resource constraints limited
the available options; it was not possible to simply add content and
more resources to introduce the three principles into our core cur-
riculum. Interestingly, the resource constraints actually forced the task
force members to rethink the current curriculum, to creatively rede-
sign courses, and to think about the learning experiences both inside

and outside the classroom.

Data collection and analysis As we revised our curricula, we wanted
to gather input from a variety of stakeholders. Fortunately, our institu-
tional research center regularly conducts surveys on college applicants,
entering students, graduating students, alumni, and recruiters for all
of our undergraduate and graduate programs. We used past data and,
in some cases, revised our surveys to gather new information about
the perceptions of our current and proposed curricula. We also sup-

plemented the survey data with focus group discussions with a variety
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of stakeholders. Through data collection and analysis, we were able to
understand the views of our current program and assess how well our
new ideas resonated with the various stakeholders.

While a prediction approach helped inform our curricula revi-
sion efforts, it was also important to engage a creation approach to

co-create innovative teaching materials and courses.

A Creation Approach to

Management Education Reform

In the uncertain and at times unknowable world of management
education, a creation-oriented approach to introducing curriculum
change can be valuable. Engaging a creation approach enables educa-
tors to introduce new curricular ideas in a way that enables them to
build relationships, gain feedback, and further refine the idea before
launching. The following three examples highlight how we have used

a creation-oriented approach to introduce new educational initiatives.

Global partnerships One system-level approach to ensuring ongo-
ing experimentation and learning is to work directly with global part-
ners who can test and co-create with local populations. Such initiatives
not only help improve partners’ teaching competencies but also ensure
ongoing institutional learning. For instance, the Global Consortium
for Entrepreneurship Education (GCEE) is a collaborative group that
aims to prepare entrepreneurial leaders to create opportunities “for a
better world” This group is experimenting with “serious play;” a peda-
gogical approach discussed in chapter 1. GCEE’s Serious Play Studio
designs and creates new products and processes pertaining to man-

agement and entrepreneurship education.

Low-risk experiments Experimentation with new course materials
or course content can also be done in low-risk situations within cur-
rent degree programs. For example, new materials or courses can be

tried out with a small group of students. When we first rolled out our
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Fast Track MBA degree program, we began with a small number of
students (30 to 60 per entering class). This enabled us to experiment
with the content and the process of delivering management education
in a low-risk situation.

This was our first program, for example, that used a hybrid
approach to learning that included both online and face-to-face
classes for its delivery. This allowed us to test the effectiveness of
using video presentations, online discussions, social media, and other
tools. The program also allowed us to experiment with new course
material. For example the Managerial Assessment and Development
course, highlighted in chapter 8, was developed, tested, and refined
in our Fast Track MBA program and is now being introduced into
our traditional two-year MBA program. We also used an experimental
approach when expanding the geographic footprint of the Fast Track
MBA program into San Francisco. Rather than invest in substantial
market research, we simply launched a pilot program to determine
demand directly. This pilot shows strong demand, is allowing us to
quickly scale the program based on student feedback, and actually

costs less than market research.

Ecosystem experiments Another approach to experimentation
with new course content is to develop, deploy, and test new concepts
in nondegree courses and research projects. One example is the Bab-
son Entrepreneurship Ecosystem Project, led by Daniel Isenberg. This
is an action-focused research project to develop the entrepreneurial
capacity in specific areas by bringing together the policies, structures,
programs, and climate that foster entrepreneurial leadership and ven-
ture creation. As Isenberg described in the Harvard Business Review
(2010), the project offers “rules for revolutionaries”—down-to-earth
guidelines for leaders who want to foster entrepreneurship. As we
work with cities, nations, and different regions of the world, we exper-

iment with new concepts, gauge engagement with and effectiveness
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of those concepts, and learn more about the global environment. This
real-time learning helps us to develop new course content for our

degree programs.

Conclusion

We have laid out a comprehensive paradigm for how to revise, and
perhaps even reinvent, management education and development to
train entrepreneurial leaders who will shape social and economic
opportunity. We have offered examples at the class, course, and pro-
gram level and have discussed approaches for management education
reform in general. Our aspiration is that these ideas will incite other
educators, policymakers, and professionals to explore how to create
new educational opportunities for developing entrepreneurial leaders.
If we as management educators don't collaborate and consider new
paradigms, we are unlikely to meet the challenge of educating the
next generation of entrepreneurial leaders who are capable of creating

social and economic opportunity.
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