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Management as a Profession

( RAKESH KHURANA, NITIN NOHRIA, AND DANIEL PENRICE }

Repeated and, as of this writing, ongoing revelations of corporate wrongdoing over the past
two years have eroded public trust in business institutions and executives to levels not seen in
decades. A recent Gallup poll indicates that Americans now have no more trust in business
leaders than they do in Washington politicians.  Fairly or not, people have become willing to
believe that executives, as a class, are greedy and dishonest.

However natural it might be fo ask how so many executives—not to mention accountants,
investment bankers, stock market analysts, lawyers, money managers, and others implicated
in recent acts of corporate malfeasance—could have become so depraved, this is probably
the wrong question. Given that human nature does not change much from age to age, the real
issue is the effectiveness of the constraints that soclety places on the purely selfish impulses
of individuals. in response to the recent scandals, politicians and government officials have
stepped in to pass new laws and create new regulations, while prominent persons on Wall
Street and eisewhere in the business community have issued their own calls for reform in
such areas as accounting practices and executive compensation. Yet while laws, regulations,
and policies have a clear role to play here, they are a relatively expensive and inefficient way
for a society to promote responsible conduct and trustworthy business leadership.

In the case of bad behavior on the part of business executives, the reason that the issue of
trust arises is that these individuals are expected 1o exercise judgment—based on specialized
knowledge and methods of analysis that they alone are thought to possess—in areas in which
their decisions affect the well-being of others. When the need for such judgment has arisen in
other spheres that are vital to the interests of saciety (such as law and government, military

| affairs, health, and religion, ‘to consider the classic examples), modern socleties have
responded by creating the institutions that we know as professions. One way of diagnosing
the cause of the recent epidemic of business scandals would be to speak of a widespread
failure among CEOs and other senior executives (along with board members, auditors,
financial analysts, and others) to uphold their professional obligations.

To speak of the professional obligations of individuals such as CEOs and other executives is
to imply that business management itself is a profession—but is it? Sociologists who study the
professions have employed a wide range of perspectives and criteria for determining what
makes an occupation a profession. For the purposes of our present inquiry, we have chosen

- four traits and practices out of the network of those that have been found to be associated
with professions. We use these traits and practices both to set forth our own notion of the
essence of professionalism and to enable us to compare management with what we take to
be .the bona fide professions, in particular law and medicine. OQur criteria for calling an
occupation a bona fide profession are as follows:

+ a common body of knowledge resting on a well-developed, widely accepted
theoretical base:
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« asystem for certifying that individuals possess such knowiedge before being licensed
or otherwise allowed to practice; : ) :

* acommitment to use specialized knowledge for the public good, and a renunciation of
the goal of profit maximization, in return for professional autonomy and monopoly
power;

» a code of ethics, with provisions for monitoring individual compliance with the code
and a system of sanctions for enforcing it.

In comparing management with the more traditional professions of law and medicine afong
these criteria, one inevitably finds it wanting. (We say this despite the inroads made by
market values at the expense of traditionally professional ones that have been observable in
both law and medicine in recent years.) This shortcoming, we believe, has a direct bearing on
society's ability to demand and obtain 'responsible conduct from executives, as well as on
management's ability to maintain the public trust required for the 6ptimal functioning of our
economic institutions. While not intending to idealize what we have called the bona fide
professions, we believe that the comparison we undertake in this paper has merit as a way of
suggesting how management as an institution might be reformed, other than through the blunt
instruments of law and regulation on the one hand and well-meaning but ultimately toothless
calls for greater individual integrity and ethics on the other.

The sociology of the professions is too large a body of theoretical and empirical analysis to be
more than sketched in this paper. It is also a field that has not yet taken management as a
central subject of empiricat study. We shall therefore deal only with some of the central
problems of the structure of management. Even then, for lack of space, our objective in this
essay is not to make an airtight case about the state of contemporary management, but rather

to raise important questions. By comparing management with the legal and medical: _
professions, we hope to stimulate discussion and debate that can lead to a deeper’
understanding .of the current state of management.

We have listed four criteria for determining whether managemerit can be considered a.
genuine profession. Let us consider how management in its present institutional state
matches up against each of these criteria.

Common body of knowledge resting on well-developed, widely accepted theoretical
hase

The traditional professions of law, medicine, and the clergy all have deep historical roots in
another major institution of Western society: the university. Roman and canon law, medicine,
and theology, in fact, constituted three of the four faculties of the medieval Europ’ean'*
university, and they survive to this day-—in schools of law, medicine, and divinity,
respectively—in the modem American university. The study of law in America today remains
rooted in the centuries-old traditions of Roman and Anglo-American law, as systematized and
interpreted by the discipline of legal philosophy, or jurisprudence. Law students now learn the
law not as a collection of statutes but rather as a set of principles, doctrines, and rules that
have evolved over the course of centuries and are said to constitute legal reasoning itself. The
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study of medicine, for its part, has been continually fransformed since the Middie Ages by the
rise and ongoing progress: of modern science. The development of the germ theory of disease
in the nineteenth century, for example, and of the science of genetics in the twentieth, have
gane into the formation of a theoretical structure that undergirds the body of knowledge every
medical student is now required to master. The medical school curriculum proceeds from the
premise that in order to diagnose and treat disease, the would-be physician must have a firm
grounding in what science (or, perhaps more accurately, what is generally accepted as
science} currently understands to be its causes.

Tuming to the body of systematized knowledge underpinning the claim that business
management too is a profession, we find important differences between management as a
science and the knowledge bases of the traditional professions. It is not just that the study of
management was a latecomer to the university—which, since the creation of the modem
American research university in the last three decades of the nineteenth century, has gained
an effective monopoly on professional education (the first university-based business school in
America, the University of Pennsylvania's Wharton School of Finance, was not founded until
1881 ). For even as management was being gingerly accepted as a subject deserving of
inclusion within the university, the discipline of management—following close behind the
occupation itself—was having to be invented ex nihilo. The professionalization of
management, which was what business schools were founded to undertake, began as a
quest to delve beneath the practice of business, with its rule-of-thumb approach to business
problems, to discover a set of underlying principles that could explain effective practice.
These basic principles were ‘by no means evident to the pioneers of academic business
education—and, as we suggest, they remain by no means evident today.

During the time that the first business schools were being constituted, at the beginning of the
twentieth century, "scientific management” was in the air, as Frederick Taylor's application of
scientific methods to the study of physical labor had begun to be extended to the organization
of industry as well as to spheres such as higher education and government.  While Taylorism
was quickly jettisoned as the core of the business school curriculum, it made scientific
reasoning and method appear to be applicable to business, thus helping to legitimate the
study of business as an activity within the universfty. Yet what exactly a “science" of
management should study would be puzzled over and debated for a great many years. Three
curricutar models emerged and competed with one another in the early decades of university
business education. The first was a simple aggregation of courses taught elsewhere in the
university and covering such obviously useful (if intellectually circumscribed) subjects as
accounting and business law. The second model attempted to organize business education
around specific industries such as banking, transportation, merchandising, mining, and
iumber. The third model—increasingly adopted by the 1930s, and still the basis of the
business school curriculum today—was the functional approach, as the grouping of courses
began to mirror the differentiation of finance, administration, operations, and marketing as the
major activities of the firm. Thus, the curricular siructure evolved as a pragmatic response to
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the challenge of turning out graduates who could perform the tasks that would be requlred of
them by employers. ‘

It is not that no attempts were made, in the meantime, to discover an underlying general
theory that would inform the tasks of a manager. But the search for a theoretical model
capable of explaining effective business practice—which was actually a search for an existing
discipline or set of disciplines from which such a model could be produced—foundered for
many years on disagreements about the nature of business firms and the ultimate purpose of
business. The decision (made very early in the history of university-based business education)
to remove the study of business from economics departments stemmed from the recognition
that economics, at the time, had no intefest in one of management's most pressing
concerns—namely, the internal organization of the firm. When experimentation with various .
disciplines—including sociology, psychology, and even (at Harvard Business School's
Fatigue L.aboratory, from the 1920s to the 1940s) physiology—yielded results that were either
too politically radical for the university's guardians and patrons (as happened at the Wharton
School during the Progressive Era) or simply lacking in explanatory power and practical
applicability, the resulting void at the center of the business school curriculum eventually
caused business educators to take a second look at the discipline of economics.

Economics, in the decades prior to World War II, had occupied a relatively weak position in

the disciplinary pecking order. Yet as the growing acceptance of Keynesian theory in the
post-war years gave the subject greater prestige, and the 1958 reports on the state of
business education in America by the Carnegie Corporation and the Ford Foundation led to a
greater emphasis on the social sciences and quantitative method in business schools,
economics began to move into the position of dominance that it enjoys in the MBA curriculum
today. Building on the foundational work of Adolf Berle and Gardiner Means on the separation e
of ownership and control in the large corporation, and of Ronald Coase on the significance of
fransaction costs, economists such as Mighael Jensen and Oliver Williamson began, in the
1970s, to develop a new theory of the firm that treated it not as a "black box" that converted
inputs into outputs but rather as an institution requiring and rewarding economic analysis. It
is undeniable that these and other recent economic theorists have contributed important
insights into the internal workings of firms that are applicable to managerial practice. Yet they
have also left business education with a _dominant theory that, in adhering to many of the
individualist assumptions and methodologies of neoclassical economics, is unable to account
for much of the social environment of business—including the social and cultural factors that
make themselves felt within organizations, as well as other essential aspects of the
phenomenon that it purports to expiain.

System of certification

Besides having faited to develop a body of knowledge and theory comparable to those of the
true professions, management differs from these other occupations in lacking a set of
institutions designed to certify that its practitioners have a basic mastery of a core bedy of
specialized knowledge and can apply it judiciously. In medicine and law, for example, there
are institutions that specify the educational requirements (i.e., the MD or JD degree) that
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anyone desirous of practicing the profession must obtain. Beyond these educational
requirements, aspirants to membership in these and other recognized professibhs must
obtain a license to practice by passing a comprehensive exam desighed to test mastery of the
knowledge ostensibly acquired in professional school. Once the aspiring professional passes
that exam, he or she must invest in a certain amount of continuing education in order to stay
abreast of evolving knowledge in the profession and to maintain a license to practice.

Management differs from medicine, law, and other recognized professions in having neither a
formal educational requirement nor a system of examination and licensing for aspiring
members. Although the MBA has been the fastest-growing graduate degree for the past
twenty years, it is not a requirement for becoming a manager. Itis true that for those seeking
access to senior executive positions or work in the fields of investment banking or consulting,
an MBA has become a de facto requirement. Yet even in these cases, there is no requirement -
of passing a standard exam before being admitted to practice, nor are senior managers,
investment bankers, or consultants required to participate in continuing education. There is no
explicit obligation, for example, for experienced, high level managers to know anything about
investing in innovative new financial derivatives or special-purpose vehicles, even if they
serve on boards that are required to approve such potentially risky transactions. in fact, data
on enroliment in executive education programs offered by business schools suggest that
those who already posséss an MBA are the least likely to pursue continuing education.

How would having a formal educational requirement and a system of certification and
mandatory continuing education advance the practice of management? Although such
barriers to entry would have the effect of closing managerial positions to some who now
aspire to them, all true professions are, almost by definition, closed systems that tightly
control and carefully restrict access to their ranks. Closure in professions need not, as some
might fear in the case of management, stifle innovation and progress. in the field of medicine,
for example, the pace of discovery and creative progress rapidly accelerated in the wake of
professionalization, In an opén society, ‘moreover, there will always be room for "rog‘ue___"-'jif-“-*}
entrepréneurs to- challenge the existing order, as practitioners of alternative medicine arg
challenging the medical profession today. Meanwhile, from society's point of view, meanwhiie,
professional closure offers distinct benefits when the privilege of closure is granted in return
for the commitments that true professionals make to serve the public good and to forgo
certain forms of self-interested behavior, '

Commitment to specialized knowledge as a public good; renunciation of profit
maximization o~
To be able to set and enforce standards of admission to a profession, determine how "~
professional work is to be done, engage in self-regulation rather than be subjected to
extensive reguiation from without, and reap the economic benefits of a monopely position in
the marketplace—these are all privileges that society grants to professions in return for
certain social benefits. The creation of these social benefits, in turn, places certain constraints
on professionals. Because they possess specialized knowledge in areas of vital concern to
society, genuine professionals are expected to place that knowledge at the disposal of all who
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require it and to provide services in a way that places the maintenance of professional
standards and values ahgad of the securing of individual advantage. The renunciation of
unabashed self-interest that society expects of true professionals takes a very particular form:
unlike actors in the marketplace, as envisioned by classical and neoclassical economics,
professionals engage in work out of more than merely economic motives, and they eschew
profit maximization (as opposed to profit making) as a goal. Indeed, because of the
exemption they have been granted from certain laws of market exchange, professionals are
specifically enjoined from using the laws of the market to reap economic gain at the expense
of their professional obligations.

‘lmplicit in this aspect of professionalism is the idea that, even when serving private clients,
professionals are providing a public good. In economics, the provision of public goods has
been widely recognized as a case that creates exceptions to the rules govemning the provision
of goods for purely private consumption. Lawyers serve private clients (be they individuals,
corporations, or other private entities) but are understood to be providin'g a public good—if not
justice in every case, then at least the implementation of the rule of law. Likewise, physicians
serve private individuals but are understood, in so doing, to be providing the public good of
health for the general population. That the advocacy system in American jurisprudence or the
structure of the healthcare market in the United States (with its convoluted system of both
private and public third-party payers) can tempt lawyers and doctors, respectively, to lose
sight of professional obligations beyond serving the interests of particular clients does not
invalidate this more general truth. Once a professional loses sight of the larger social benefit
that his or her work is intended to provide, the line between professional services and
commerce becomes dangerously blurred.

The notion that those who lead and manage our society's major private economic institutions
might.provide, or be responsible for providing, a public good is quite foreign to our customary
way of fhfinking'about management. Yet this idea was often voiced by those who led American
business schools in the early decades of their existence. For example, in a speech titled "The
Sacial Significance of Business," delivered at Stanford University's School of Business shortly
after its founding in 1925 (and subsequently published as an article in the Harvard Business
Review), Wallace B. Donham, the second dean of Harvard Business School, declared that the
"development, strengthening, and multiplication of socially minded business men is the
central problem of business.” As Donham went on to say:

The socializing of industry from within on a higher ethical plane, not socialism nor communism,
nat government operation nor the exercise of the police power, but rather the development
from within the business group of effective social control of those mechanisms which have .
been placed in the hands of the race through all the recent extraordinary revolutionizing of
material things, is greatly needed. The business group largely controls these mechanisms
and is therefore in a strategic position to solve these problems. Our objective therefore,
should be the multiplication of men who wil handie their current business problems in socially
constructive ways.
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Haunted by a belief that scientific, technological, and material progress was outstripping
society's capacity for moral self-governance, and that the professians that had traditionally
provided social and moral leadership (i.e., law and the clergy) were no tonger up to the task,
Donham looked to a new "profession of business" for nothing less than saving modern,
industrial civilization from itself. As the professionalization project that had provided the
agenda for American business education from its founding up until the outbreak of World War
ll was abandoned in the postwar decades, expectations of what managers should contribute
to society became rather more modest, to say the least.

Taday, in place of such notions as the "socializing of industry from within" and the concept of
the business executive as an expert capable of, and responsible for, solving some of the most
urgent problems facing modern societies, we find American business schools propagating the
doctrine of shareholder primacy and the paradigm of the manager as the mere agent of the
company's "owners”. Taken in combination, these two concepts—both outgrowths of the
intellectual domination of American business education by economics during the past three
decades—make managers anything but disinterested experts oriented toward the needs of
society that we take to be part of the essence of professionalism. The doctrine of shareholder
primacy has legitimized the idea that the benefits of managerial expertise may be offered for
purely private gain and that this is equivalent to advancing societal interests, Having given
rise to the notion of making managers "think and behave like owners" through equity-linked

" compensation, agency theory can now be seen to have led directly to many of the worst

profit-maximizing abuses unmasked in the recent wave of corporate scandals.

Now that the traditional professions have come under attack for providing refuge from the
disciplining forces of the market, it is worth noting that a great many American business
leaders who have enriched themselves spectacularly in recent years without engaging in
actual malfeasance have managed to do so by insulating themselves frem such fundamental
market imperatives as "pay for performance"—meanwhile declining to accept the constraints
that prevent legitimate professionals from engaging in profit maximization. If the traditional
professiohs are to be asked to accept a greater role for market forces, is it too much to ask
businesspersons who enjoy exemptions from market discipline to accept a greater role for
professionalism?

Code of ethics

The fourth and final dimension on which, in our view, management differs significantly from
the true professions is that its members are not governed by a shared normative code that is
reinforced by institutions that promote adherence to it. Such a normative code, whether
known as a code of ethics or a code of conduct, is a central feature of aimost any
occupational group that desires to be seen as a profession. Though normative codes exist
among "professions” as diverse as librarianship and plumbing, the true professions go farther
than simply having a written code by which members are encouraged to abide voluntarily.
They teach the meaning and consequences of the code as a part of the formal education of
their members. They test and verify this understanding through licensing exams. Once
licensed, members are required to adhere to the code in order to maintain a license. A
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governing body, composed of respected members of the profession, oversees adherence to
the code by establishing Fnonitoring mechanisms, reviewing complaints, and administering
sanctions—including the uitimate sanction of revoking an individual's license to operate as a
professional.

Professions establish these codes, and the institutions to enforce them, as part of their implicit
contract with society. "Trust us to exercise jurisdiction over an important occupational
category,” these professions essentially state. "In return, we will make every effort to ensure
that the members of our profession are worthy of your trust, that they will not only be
competent to perform the tasks with which they have been entrusted but will also adhere to
high standards and conduct themselves with integrity.” The privilege of self-regulation is
granted out of society's recognition that in cases involving the use of highly specialized
knowledge, taypersons may not be in a position fo pass accurate and fair judgment on the
conduct of specialists. .

Most normative codes, like the ancient Hippocratic Oath for doctors, clearly articulate a
profession's higher aims and social purposes and the manner in which these burposes must
be pursued. Such role definitions have many benefits; one is that by establishing a normative
standard for inclusion, they create and sustain a sense of community and mutual obligation
among the members of a profession, as well as a sense of obligation to the profession as an
abstract social entity. These bonds of membership create the social capital of a profession,
which builds trust and significantly reduces transaction costs among members of that
profession and between the profession and society. As we observed at the beginning of this
paper, trust in management as an institution could not be much lower than it is in American
society today. In light of that, the benefits of a true profession of management adopting a
formal normative code would appear to be obvious—particularly in comparison with a
regulatory regime that could all too easily stifle the innovation and risk taking that have
contributed so much to the success of American capitalism.

Legal and regulatory overreaction to the crisis currently afflicting American business and
management, however, is only one of the dangers that we now face. Another danger is that
business education and its supporting institution of management—in heeding the cries for.
integrity and ethics that have gone up on all sides in the wake of the recent corporate
scandals—will succeed in allaying the public's skepticism through such measures as new
ethics curricula and corporate ethical codes (Enron famously possessed one of the latter
while its top managers were busy destroying the wealth of their shareholders and the
livelihoods of their employees) that merely create an appearance of reform without delivering
the genuine article. As we have recently learned from such phenomena as the weak link -
between executive compensation and firm performance, and the impotence of so many
corporate boards, American managers have become quite adept at decoupling the farmal
structures and symbols of their "professionalism"—those features that give them legitimacy in
the eyes of the public—from their actual work activities.

Our speculations about a genuine professionalization of management as a remedy for the
crisis of legitimacy now facing American business may strike some as radical. But assuming,
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once again, that increased regulation is not the whole or the best answer to the problem at
hand, we believe that ouf idea of making management into a bong fide profession has the

virtue of asking a group that has seriously abused the public's trust o make a serious
commitment to restoring it.

One way of looking at the problem with American management today, we would argue, is that
it has succeeded in assuming many of the appearances and privileges of professionalism
while evading the attendant constraints and responsibilities. Although it is now fashionable in
some quarters, as we have suggested, to denigrate professionals as elites enjoying shelter
from the rough-and-tumble of the maiketplace, do we as a society really wish to surrender the
benefits that we rightfully demand of professionals in return? And given the inevitable
existence of elite knowledge workers, such as managers, in complex modem societies, ought
we not to be concerned with producing elites who are motivated by something beyond the
pursuit of seff-interest under the laws of the marketplace, or the fear of punishment under the
laws of the land? A self-interested, self-indulgent corporate leadership is not inevitable, and a
model for something better lies at hand. We can find it in the flawed but durable institutions
that serve society by meriting the label "profession.”

(Rakesh Khurana, Nitin Nohria, and Daniel Penrice, "Management as a Profession," reprinted
from Restoring Trust in American Business, editors Jay W. Lorsch, Leslie Berlowitz, and Andy
Zelleke, produced by the American Academy of Arts & Sciences and published by The MIT
Press, 2005.)

Please answer the following three questions either in English or in Chinese.

1. Provide your opinion about whether business management relies on “a common body of |
knowledge resting on a well-developed, widely accepted theoretical base.” (40%)

2. The authors argue that “management differs from medicine, law, and other recognized
professions in having neither a formal educational requirement nor a system of
examination and licensing for aspiring members.” Do you think that certification will
influence the practice of business management? Explain your points. (30%)

3. One of the reasons that management differs significantly from the true professions, the
authors argue, is because “its members are not governed by a shared normative gode
that is reinforced by institutions that promote adherence to it.” The authors also imply that
the absence of the institutions of a profession may have contributed to the spate of
large-scale scandals that have arisen in recent years. What do you think? (30%)




