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CEO business education and firm
financial performance: a case for

humility rather than hubris
Margaret Lindorff and Elizabeth Prior Jonson

Department of Management, Monash University, Melbourne, Australia

Abstract

Purpose – The purpose of this paper is to examine the relationship between CEO business education
and firm financial performance.
Design/methodology/approach – An analysis of the relationship between three-year and five-
year shareholder return as measured by dividend and change in share price and CEO educational
qualification was performed.
Findings – No relationship was found between CEO MBA, business, or other qualification and firm
financial performance.
Research limitations/implications – More research, particularly in the form of multinational
longitudinal studies, should be undertaken on the relationship between CEO business and other
qualifications and objective outcomes. A limitation of this study is that it was undertaken in one country
and measured only firm financial performance.
Practical implications – It is possible that business education has been over-emphasized as a
prerequisite to successful management practice. It is also possible that the kind of management
education that students have received is no longer appropriate to leadership at CEO level.
Originality/value – Although many have blamed the GFC on business schools, there has been no
examination of the relationship between CEO qualifications and firm financial performance in
Australia, and little elsewhere. This study therefore fills a research gap.

Keywords MBA, Business schools, Leadership, Firm financial performance, Australia,
Master of Business Administration

Paper type Research paper

This paper is the result of the special issue call for papers on the roles and responsibilities
of business schools. We are particularly interested in the relationship between the business
education of the CEOs of Australia’s top 200 companies and their company performance.

In Australia, university business school programmes can be summarized into five
groups: undergraduate coursework degrees, MBAs, non-MBA graduate coursework
degrees, graduate research degrees and short courses. Specific university education
in business began with the establishment of a Department of Economics at the
University of Sydney in 1920 (Williams, 2002). In 1924 the University of Melbourne
also established a Faculty of Economics, which was later renamed the Faculty of
Business and Economics (MacIntyre and Selleck, 2003). The University of Melbourne
Business School was established in 1963 and was the first to offer an Australian MBA
degree (Williams, 2002). Currently there are approximately 340,500 students enrolled
in Australian university management and commerce programmes (DEEWR, 2010),
which is 28.5 per cent of all enrolled students, although this number is declining
(B-HERT, 2012). Half of these students are from overseas. Within this total number
66 Australian MBA programmes are offered by 37 institutions, and cater to
approximately 35,000 students (Good Universities Guide, 2012).

Education is Australia’s largest services export, and was valued at $17.7 billion in
2010 (DFAT, 2012). A rough calculation suggests that overseas business students are
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worth over $2 billion per year to the country. The income generated from international
and business student fees is also as critical to the financial viability of their enrolling
institutions in Australia as it is internationally (Pfeffer and Fong, 2002), and fees from fee-
paying business students are commonly transferred out of business schools and faculties
to replace shortfalls elsewhere in university budgets (Clarke, 2008). Disappointing though
it may be for international students to have to pay more than the cost of their education,
and even if universities are promoting business education to potential students to support
their own vested interests, the students and their employing organizations may still be
getting value for money if their courses make them better managers than would
otherwise be the case. But are they? And are business schools adding value for business
and its shareholders? This latter question is the focus of this paper. We acknowledge the
shareholder focus of the paper, but, given that one of the criticisms of business education
is that it holds this focus (Ghoshal, 2005), it seems appropriate to see if it is successful
within this context.

We acknowledge that many academics writing in this area do not see return to
shareholders as the most important role of business. Such critics of the shareholder view
may see return to shareholders as just one among many responsibilities of a business
organization (Evan and Freeman, 1993). This most radical version of stakeholder theory
does not give any priority to shareholder interests. More moderate versions of
stakeholder theory, including the later Freeman (2009), give a high priority to return to
shareholders but demand that this be consistent with satisfying the interests of all other
relevant stakeholder groups (a win-win situation for all parties). Other critics of the
shareholder approach including Stout (2012) and Lazonick (2009, 2010) suggest the
narrow focus on shareholder value has damaged innovation and business development
and that a more balanced approach to investing in sustainable business is required.

We fully acknowledge that there are these different views about the appropriate role
of management, managers and business education. However, our focus in this paper is
on the question of whether CEO education is associated with return to shareholders.
We acknowledge that shareholder return is not the only measure of performance.
However, “it is the fundamental scorecard for CEOs of public companies. And it is the
same scorecard for everyone” (Hansen et al., 2010, p. 107). Within the Australian
context it is doubtful whether those businesses who foot the bill for employee MBAs
would continue to do so if they believed that business education did not contribute
positively to profit. We leave it to other researchers and papers to investigate whether
education in general and business education in particular contributes positively to
managers’ creativity, innovation, environmental responsibility and general social
responsibility. Out task in this paper is simply to investigate whether there is a positive
correlation between CEO education and medium term return to shareholders.

Criticisms of Australian business education
Despite the large proportion of students who graduate with a business degree Australia
has a history of reports criticizing the education of its managers and business leaders.
The Karpin (1995) report provided a comprehensive critique of Australian management.
It argued that Australian management tended to overrate its performance against
international benchmarks, whereas its practices were only slightly above average.
Australian management practice was claimed to be deficient in people management,
particularly as it related to developing human capital to improve performance and add
value. The report also suggested that although individual academics and university
departments might be world class and there was a proliferation of institutions offering
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management education, there was no world-class management school in Australia, as
the leading schools were too small to provide the infrastructure necessary to support
quality teaching and research.

The report’s policy recommendations highlighted the importance of education in the
non-technical areas of management: leading and managing people, communicating,
negotiating, resolving conflict, fostering creativity and innovation and managing
change. However, its evidence base for these assertions is not clear. It also suggested
that Australian business would not be competitively placed unless Australian
management education achieved the standards set by global educational leaders, and a
world-class business school was required to provide leadership to the rest of the
postgraduate management education sector (Karpin, 1995).

At approximately the same time, an OECD (1994) report argued that business may
not have attracted the best talent in Australia. It suggested that although the move to
decentralized bargaining provided new opportunities for raising workplace productivity,
much still depended on improving managerial human resources and bargaining skills.

In 2007, with productivity performance continuing to fall (Green et al., 2009), the
Minister for Innovation set up a panel to review the National Innovation System. The
panel’s report (Cutler, 2008) found that Australian business education continued to lag
world’s best practice in certain key areas, particularly those concerning people
management. It concluded that in an increasingly globalized and competitive business
environment Australian business needed increased and expanded competencies in
strategy, operations and integration. It also challenged the Australian Business Deans’
Council to lead a discussion on “management education and its role more broadly in
education, training and innovation” (Cutler, 2008, p. 57).

The Australian Business Deans Council’s (2011) proposal to the Department of
Education, Employment and Workplace Relations in response to the Cutler Report
used a study of Australian management practices in manufacturing firms (Green et al.,
2009) to argue there is a positive relationship between good management and
productivity. It suggested creating a “national dialogue” between business schools and
stakeholders to create a “vision for management education in Australia” and “trials of
innovative practices”. It also suggested that among the key challenges needing action
are improvements in collaboration and networking between educational institutions,
business and government agencies and provision of educational programmes to meet
the increasing demand for enhanced management, leadership and collaboration skills.

Criticisms of business education
Criticisms of business education have not been limited to Australia, and have seemingly
been made for as long as there has been business education. On the supply side, in the
USA the Ford Foundation (Gordon and Howell, 1959) and Carnegie Council (Pierson, 1959)
reviews accused business schools of being too like trade schools, and offered them grant
money to change. In response, business schools focused on teaching the behavioural
science elements of business such as economics, statistics and operations research.
Perhaps as a consequence the content of many current US MBA courses is strikingly
similar (Datar et al., 2010), and the accreditation of MBA curricula and business schools
by AMBA (www.mbaworld.com/), EQUIS (www.efmd.org) and AACSB (www.aacsb.edu),
and through the Bologna process in Europe (Carduso et al., 2008) has led to further
worldwide standardization of institutions and programmes (Hall et al., 2012).

A recent theme emanating from within the Academy is that business schools are
more about research rigour than practical relevance (e.g. Bennis and O’Toole, 2005;
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Blass and Weight, 2005a; Hambrick, 2007; Mintzberg, 2004; Porter and McKibbin,
1988). Mintzberg (2004), for example, argues there is an under-emphasis in MBAs on
the art and craft of management involving reflective practice, context and sharing of
experiences, and an overemphasis on the “science”, or analysis, dimensions of
management. Similarly, Rynes et al. (2003) comment that business schools focus too
much on abstract theories and do not give enough time to practical skills. Common
deficits are suggested to be in critical thinking, reflection and decision making,
strategic management, risk and regulation, people management and innovation,
creativity, business realities and tradeoffs, organizational politics, integration,
awareness of social issues and corporate social responsibility, leadership,
communication, reflective skills, adaptability, vision and culture and change
management (Almog-Bareket, 2011; Datar et al., 2010; Rubin and Dierdorff, 2009).

MBAs are also suggested to be too “western”, and not transferable to other cultural
regions (Blass and Weight, 2005a), and to both ignore the skills needed for early career
progression (Benjamin and O’Reilly, 2011) and only be suited to those wishing to
undertake a junior management role (Blass and Weight, 2005b). Business school
teaching has also been accused of being too focused on shareholder value and
organizational performance, and failing to respond to wider society needs (Ferlie et al.,
2010; Ghoshal, 2005). Business schools are also held to be responsible for the global
financial crisis (Podolny, 2009), with the financial economics which is taught in MBA
programmes particularly culpable (Currie et al., 2010).

On the demand side, criticisms include that students lack quality and seek to buy a
credential rather than an education (Feldman, 2005; Mintzberg, 2004; Pfeffer, 2005). In
an attempt to build their social and cultural capital (prestige) students are believed to
engage with the networking and work placement dimensions of their MBA courses,
rather than with the academic content (Datar et al., 2010; Mintzberg, 2004). Yet despite
the expressed concerns by business school deans and other academics that students
now are less devoted to coursework than students in the past (Datar et al., 2010),
many business schools emphasize such leisure and networking activities in
their MBA brochures and advertising Moreover, business school rankings such
as The Economist Intelligence Unit’s Which MBA? include criteria such as “potential
to network” in their ranking categories (Bickerstaffe and Ridgers, 2007), thus reinforcing
any credential-seeking bias.

Another criticism is that business education is an industry in which business
schools, universities, consulting firms and other employers are complicit in promoting
the MBA as a premium product (Pfeffer, 2005). Business schools are accused of
focusing on achieving higher rankings for themselves by selecting those students
whose qualifications and experience on entering a course lead to higher graduating
salaries (i.e. they select more experienced students from higher-paying sectors such as
finance and consulting who will enter and therefore leave with higher starting salaries)
and grooming them for selection interviews (Podolny, 2009). Universities are
reproached for using business schools as “cash cows” for their parent university
(Masrani et al., 2011). Management education is therefore accused of being “informed
by the interests of corporations and of managers rather than those of stakeholders in
organizations and wider society” (Grey, 2004, p. 179).

There have also been criticisms with respect to outcomes. Although some have
suggested that a MBA degree leads to higher market value capital and an increase in
salary and career attainment for graduates (e.g. Baruch, 2009; O’Brien et al., 2010),
others (e.g. Pfeffer and Fong, 2002) argue that this effect is exaggerated, and does not
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account for those graduates who are unable to find a job. In addition, there is some
evidence that there is no relationship between competency development during MBA
studies and wage after graduation (Camuffo et al., 2009). Any salary effect may also be
largely confined to graduates from particular schools (O’Brien et al., 2010), and, if there is
an effect, it may be declining (Connolly, 2003). Moreover, although Hay and Hodgkinson
(2005) found that many MBA graduates believe that the MBA had helped their career,
this was largely in terms of internal career attainment – that is, achieving one’s own
perception of career success, perhaps in terms of self-fulfillment, challenge or satisfaction,
rather than through achievement of an external position, salary or managerial level.

Similarly, there are criticisms that completion of an MBA does not result in
increased skills. For example, Shipper (1999) reports that although possession of a set
of management skills is associated with managerial performance, the level of skill in
these areas is no different for managers with a MBA and those with another master’s
degree or an undergraduate degree. Boyatzis and Renio (1989) also found that although
graduating MBA students’ self-reported skills in some areas are higher than the self-
reported skills of beginning MBA students, there is no difference between the groups in
many other areas. Similarly, although Boyatzis and Saatcioglu (2008) and Camuffo et al.
(2009) indicate that MBA students generally report improved competencies from
programme start to completion, the absence of a comparison group in both studies
means it is not clear if the results reflect a maturation effect which would have been as
strong (or stronger) for those who have not undertaken an MBA.

There are also criticisms of programmes based on the failure to find clear
relationships between possession of a MBA and the scholastic or intellectual capital
(knowledge) which is the core content of many programmes. For example, although
Baruch and Leeming (2001) indicate that many graduates believe their MBA studies
increase their business understanding, Pfeffer and Fong (2002, p. 80) argue “there is
little evidence that mastery of the knowledge acquired in business schools enhances
people’s careers”. Nor does there appear to be a consistent relationship between
possession of an MBA or other business degree and the other forms of capital that
business schools are now expected to provide their graduates: personal or inner value
capital (confidence and self-understanding) intercultural capital (a global mindset),
ethical capital, developmental capital (responsiveness to change), collateral capital
(creativity), temporal capital (ability to manage time so that performance is enhances)
and the ability to integrate all their capital (Boyatzis and Renio, 1989; Kretovics, 1999).

This may be due to at least three factors. The first is that although some of these forms
of capital such as intellectual or social capital may be associated with participation in
business school programmes, others may be a consequence of factors which cannot be
taught in business school. The second alternative is that their attainment may be due to
factors which can be taught, but are not taught by business schools. Thus the course
content may need to be changed. The third alternative is that the factors can be taught in
business schools, but can also be obtained via other sources, leaving business schools
with little unique that they can offer – although this also means that business
schools cannot be held solely responsible for the supposed failures of their graduates.

In this paper we are not directly interested in personal capital. Rather, we are
interested in a broader area: whether a business degree held by a CEO adds to the value
of their employing organization. Many of the criticisms of Australian management
provided above highlight the need for increased competitiveness. This requires
efficient, profitable corporations. The MBA Guide promises that “well-directed MBA
programs can improve managerial competence in terms of innovation, flexibility, and
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other managerial qualities needed for the contemporary business environment”
(Baruch, 2009) – but do they actually translate into the vision, strategic and human
resource management which results in corporate growth and wealth creation, a better
return to shareholders and international competitiveness?

Internationally, more than half the CEOs of large companies have a MBA (Baruch,
2009). However, there is evidence that there are now significant declines in business
school enrolments in Australia (B-HERT, 2012), Europe and the USA (Schlegelmilch
and Thomas, 2011), particularly in full-time enrolments in lower-ranked schools (Datar
et al., 2010), and consulting and financial firms are increasingly recruiting non-MBA
graduates (Datar et al., 2010). Our question is whether a MBA provides employees with
a competitive advantage at the most senior level; is there a reason for promoting to
organizations the development of their staff through participation in a MBA or other
business programme, or the recruitment of executives with a business qualification?

In a recent paper on the 2000 best-performing CEOs in the world Hansen et al. (2010)
report that those CEOs whom they could identify as having an MBA rank on average 40
places better in terms of shareholder return (country adjusted return, industry adjusted
return and change in market capitalization) during tenure than do CEOs without an
MBA. On the face of it there seems a case for appointing a CEO with a MBA over a CEO
without a MBA. However, it is unclear whether that difference applies only at the “best-
performing” level and is statistically significant, or merely a random variation.

We wish to examine this issue further, and review the relationship between CEO
qualification and company performance. Our methodology is different, in that it deals
only with Australian companies and we will examine one outcome – shareholder return
as measured by dividend and change in share price. We acknowledge that shareholder
return is not the only measure of performance and certainly ignores the various
contributions individuals and companies may make to other stakeholder groups.
However shareholder return is a consistent and objective measure of company
performance, and firm productivity is used as a desired outcome in the above reviews of
Australian management. Additionally, in the modern world CEOs are normally judged in
the marketplace on their firm financial performance, and companies that fail seriously on
this parameter usually cease to exist or at least cease to exist as independent entities.

We have looked at the company performance over both a three and a five-year
period. The five-year period includes the 2008 economic downturn, and is an
appropriate indicator of management capability in bad times. The three-year period
excludes this downturn, and is an objective indicator of performance in better times.

Method
Measures
Return to shareholders. Data were collected on firm five-year and three-year return to
shareholders from the FinAnalysis (Aspect Huntley, 2012) database. The database
provided the return for the three and five financial years to 30 June 2011. This
information contains both dividend and share price change over the time period.

CEO education. Information on CEO education was collected from company annual
reports, company web sites and biographical information available on other web sites.

Company sector for each firm was taken from the FinAnalysis (Aspect Huntley, 2012)
database. This measure was criterion scaled for later regression analysis (Beaton, 1969;
Gocka, 1973, 1974). In criterion scaling all those in a particular category of the categorical
predictor variable are given a score on a new variable which is equivalent to the mean
score on the dependent variable of all those in that category. Thus to test the influence of
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company sector on firm return a single criterion scaled variable was created with ten
groups (one for each category of company sector), and the value for each of those in each
category was the mean firm economic return for the entire category. This way the overall
effect of industry sector can be determined, whereas with effect or dummy coding only
the comparison between different categories of the categorical variable and a nominated
comparison category can be assessed (Blair et al. 1980).

Sample
The final sample consisted of 183 organizations which were in the ASX200 in May 2012
and had CEO details and return to shareholders recorded for five years. Return to
shareholders ranged from�49.2 to 80.8 per cent with a mean return of�2.93 per cent for
five years, and�49.8 to 193.5 per cent with a mean return of 12.41 per cent for three years.

The majority (26 per cent) of firms were in the materials sector, with 18 per cent in
financials, 15 per cent in industrials, 13 per cent in consumer discretionary, 10 per cent
in energy, 6 per cent in health care, 4 per cent in utilities, 3 per cent in consumer staples
and 2 per cent in each of information technology and telecommunications sectors.
Three-year and five-year returns for each sector are shown in Table I.

Only seven of the CEOs were female. Thirty four had an MBA, 14 an undergraduate
arts degree, 55 an undergraduate business degree, 32 an undergraduate engineering
degree, eight an undergraduate law degree, 39 an undergraduate science degree and
five a medical degree. Three had completed graduate studies in arts or education,
seven in business (other than an MBA), ten in engineering, three in law, nine in science
and five in another area. Many had more than one qualification. Thirty six had no
university degree, and 40 had professional recognition, most frequently in accounting.
For further analysis the graduate and undergraduate arts and law (n¼ 24) and
graduate and undergraduate engineering, science and medicine (n¼ 77) groups were
combined into two new categories. All those with a business qualification (n¼ 86) were
also combined for some analyses. Because several CEOs had degrees in more than one
discipline area a single variable representing qualification with a category for each
discipline area could not be used. Several independent variables were therefore created
for analysis, each representing the presence of a particular qualification.

Results
The relationship between CEO qualification and firm performance over five years
A simple scan of the qualifications of the CEOs in the 25 organizations with the poorest
return to shareholders over five years showed that three hold an MBA, ten have a

Sector 3-year return 5-year return

Consumer staples (n¼ 6) 7.78 �1.10
Consumer discretionary (n¼ 23) 2.09 �8.40
Energy (n¼ 19) 12.73 5.36
Financials (n¼ 33) 8.87 �10.49
Healthcare (n¼ 10) 21.2 6.03
Industrials (n¼ 28) 16.56 �4.82
IT (n¼ 4) 4.55 �3.80
Materials (n¼ 48) 14.18 �1.04
Telecoms (n¼ 4) 26.18 7.60
Utilities (n¼ 8) 20.24 2.30
Mean 12.41 �2.93

Table I.
Return to shareholders

by industry sector
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science, medicine or engineering qualification, two have an arts or law degree and eight
have no university qualifications. Ten have some business qualification, including
three of the worst-performing six. For the 25 best-performing organizations over five
years two of the CEOs hold an MBA, 12 have a science, engineering or medical degree,
none have an arts or law degree, and seven have no university degree. Eleven,
including five of the top six, have some formal business qualification. There seems no
clear association between CEO qualification and firm performance.

A series of ANOVAs showed type of degree had no relationship with firm
performance. Those organizations whose CEO had a MBA were no more profitable
(mean return¼�3.19 per cent) than those whose CEO had another business
qualification (mean return¼�1.71 per cent) or no business qualification (mean
return¼�3.45 per cent), F(2, 181)¼ 0.17, p¼ 0.84. Those firms with a CEO with an arts
or law degree (mean return¼�7.73 per cent) were no more successful than those whose
CEOs did not have such a degree (mean return¼�2.26 per cent), F(1, 181)¼ 1.74,
p¼ 0.19. Similarly, those with a CEO holding an engineering, science or medical degree
(mean return¼�1.19 per cent), were no more profitable than those whose CEOs did not
hold a degree in those areas (mean return¼�4.19 per cent), F(1, 181)¼ 1.29, p¼ 0.26,
and those organizations whose CEO did not hold a university qualification (mean
return¼�6.13 per cent) were no worse off than those whose CEOs held a university
qualification (mean return¼�2.14 per cent), F(1, 181)¼ 1.49, p¼ 0.23.

Comparisons were next made by assessing whether firm performance had been
positive (n¼ 73) or negative (n¼ 110) over the five years. A series of w2-tests were
undertaken to see if possession of any particular CEO qualification was likely to result
in a positive return to the firm. No more CEOs holding a MBA (41.2 per cent) or other
business degree (36.5 per cent) than without any sort of business degree (41.2 per cent)
had a positive organizational return, w2(2)¼ 0.34, p¼ 0.84. No more CEOs with an arts
or law degree than those without an arts or law degree lead their organization to a
positive return (25.0 per cent compared to 42.1 per cent), w2¼ 2.55, p¼ 0.12. No more
CEOs with an engineering, science or medicine degree than without such a degree
(48.1 per cent compared to 34.0 per cent) lead their organization to a positive return,
w2¼ 3.69, p¼ 0.06. Nor did it help to have any university qualification; those firms with
a CEO with a qualification were no more successful in gaining a positive return
(41.5 per cent) than those without a qualification (33.3 per cent), w2¼ 0.80, p¼ 0.50.

To examine the joint effect of qualification and industry sector on firm performance a
multiple regression was run using as predictors the presence/absence of an arts/law,
business including MBA (combined because of the absence of significant differences in
the ANOVAs given above), science/engineering/medicine degree, no degree and a
criterion scaled variable indicating company sector. The regression was significant,
R2¼ 0.11, F(5, 177)¼ 4.31, p¼ 0.001. Results are shown in Table II. The only significant
predictor was company sector. An examination of the mean return for each sector
showed that firms in the telecommunications, health care and energy sectors performed
the best, and those in the consumer discretionary and financial sectors performed worst.

Relationship between CEO qualification and firm performance over three
years
A scan of the qualifications of the CEOs in the 25 organizations with the poorest return
to shareholders over three years shows that only three hold an MBA, 15 have a science,
medicine or engineering qualification, three have an arts or law degree, and ten have no
university qualifications. Eight have some business qualification, including two of the
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worst-performing three. For the 25 best-performing organizations over three years
three of the CEOs hold an MBA, 13 have a science, engineering or medical degree, two
have an arts or law degree, one has an arts or law degree and seven have no university
degree. Nine, including four of the top five, have some formal business qualification.
There appears to be no clear association between firm better performance and CEOs
MBA or business degree.

A series of ANOVAs also showed type of degree had no relationship with firm
performance. Those firms with a CEO with a MBA (mean return¼ 12.00 per cent)
performed no better than those whose CEO had another form of business degree (mean
return¼ 14.11 per cent), or did not have a business degree (mean return¼ 11.64 per cent),
F(2, 180)¼ 0.13, p¼ 0.88. Those firms with a CEO holding an arts or law degree (mean
return¼ 7.95 per cent) were no more successful than those whose CEO did not hold
such a degree (mean return¼ 13.08 per cent), F(1, 181)¼ 0.66, p¼ 0.42. Similarly, firms
whose CEOs held an engineering, science or medical degree (mean return¼ 13.66 per cent),
were no more successful than those whose CEOs did not have qualifications in these
areas (mean return¼ 11.50 per cent), F(1, 181)¼ 0.25, p¼ 0.62, and firms who had a
CEO without a university qualification (mean return¼ 9.00 per cent) were no worse off
than those who had a CEO with a university qualification (mean return¼ 13.24 per
cent), F(1, 181)¼ 0.63, p¼ 0.43.

Comparisons were again next made on by assessing whether firm performance had
been positive (n¼ 128) or negative (n¼ 55). A series of w2-tests were undertaken to see if
possession of any particular CEO qualification was likely to result in a positive return to
the firm. An MBA or business degree was again not associated with a positive return;
73.5 per cent of those with a MBA, compared to 73.1 per cent of those with another
business degree and 67.0 per cent of those without any business qualification had a
positive return to shareholders, w2(2)¼ 0.85, p¼ 0.65. In all, 75 per cent of CEOs with an
arts or law degree lead their organization to a positive return, compared to 69.2 per cent
of those without an arts or law degree, w2¼ 0.34, p¼ 0.64. No more CEOs with an
engineering, science or medicine degree than without such a degree (74.0 per cent
compared to 67.0 per cent) lead their organizations to a positive return, w2¼ 1.05,
p¼ 0.33. However, it does help to have some university qualification. Businesses with a
CEO with a university qualification were more likely than businesses whose CEO did not
have a university qualification to have a positive organizational return over three years
(74.1 per cent compared to 52.8 per cent), w2¼ 6.28, p¼ 0.02.

b Significance

5 years
Engineering, science or medicine �0.09 0.36
Arts or law �0.06 0.51
Any business qualification �0.03 0.79
No degree �0.12 0.27
Sector 0.32 0.00
3 years
Engineering, science or medicine �0.06 0.54
Arts or law �0.05 0.53
Any business qualification �0.01 0.92
No degree �0.12 0.58
Sector 0.20 0.01

Table II.
Predictors of return

to shareholders
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To examine the joint effect of qualification and industry sector on firm performance
a multiple regression was run using as predictors the presence/absence of an arts/law,
business including MBA (combined because of the absence of significant differences in
the ANOVAs given above), or science/engineering/medicine degree, and a criterion
scaled variable indicating company sector. The regression was not significant,
R2¼ 0.04, F(5, 177)¼ 1.59, p¼ 0.165. Results are shown in Table II.

Discussion
The findings suggest that, at least in Australia in the period tested, a CEO’s business or
other specific education has no effect upon their organization’s financial performance.
This could suggest several things. The first is that the CEO may have limited influence
on company financial performance. Firm success may be due to a good management
team, or a knowledgeable Board. It may be due to environmental factors – a mining
firm which finds gold, for example, luck (or unexplained factors; see Parnell et al., 2012
for a discussion), or being in the right place at the right time. This view is held by
scholars who highlight the romance of leadership – the tendency for observers to over-
emphasize the effects of leadership and attributes and behaviours of the leader, and
de-emphasize the influence of other factors (Haslam et al., 2010; Meindl et al., 1985).
This is an extension of the view that leadership as an attribution based upon
descriptions of firm or group performance (e.g. Agle et al., 2006); that is, if a person
believes a firm is performing well they are more likely to attribute this to excellent
leadership than to other factors, and to report that the leader has positive qualities.

The reliance on attributions is perhaps responsible for the findings in the
Management Matters (Green et al., 2009) report that was used as an evidence base in
Australia’s Australian Business Deans Council (2011) proposal. Green et al. argued a
link between management practices and productivity. They based this upon
qualitative interviews with managers in which the managers were asked to respond to
questions about management “best practice” in their firm, and correlations of these
assessments with measures of productivity. The most likely explanation for the
suggested relationship is that those interviewed took their firm’s productivity and used
it to describe the firm’s managerial performance in the same way that organization
performance is associated with subsequent perceptions of CEO charisma; that is, high
performing firms have a charismatic leader (Agle et al., 2006; Shyns et al., 2007). In this
case the high performance of the organization was attributed to good leadership
practice. The assessments of management performance are therefore no more than
attributions based upon organizational performance. We therefore need more research
to determine the link between CEOs and firm performance, and the potential for
performance to be attributed to, rather than caused by, leadership behaviours.

If CEO leadership does make a difference to firm financial performance, the second
possibility for the lack of a relationship between CEO business education and such
performance is that CEO characteristics other than those received solely through a
business or other education are associated with such success. Firm performance may
either be due to CEO factors which are difficult to develop externally, such as
intelligence or personality, or to knowledge or skills which are either not taught in
business schools, which are taught without success, or which are available through a
business education but are also available from other sources.

This does not mean that an Australian business school education is ineffective in all
areas. It may provide graduates with the scholastic or intellectual capital needed for
lower level management, the social capital (contacts and networks) which assist in
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navigating the career ladder, personal cultural capital (prestige) and inner value capital
(confidence and self-understanding), and even market value capital (higher
remuneration). It may even provide intercultural capital (a global mindset), ethical
capital, and developmental capital (responsiveness to change). But the set of
knowledge, skills, and personal characteristics needed for successful firm financial
leadership at CEO level may not be those taught or learned only in business schools.

This may be either good or bad news. It is potentially good news for those critics
who argue that MBA programmes create a “profit first” mentality and that this is
ethically wrong; at least in Australia, they do not appear to have successfully achieved
this end. It may be bad news for those who believe that firm financial performance is
important, and one which business schools should emphasize and attempt to develop
in their students.

A great deal of literature exists on the supposed deficits of business education and the
MBA (e.g. Bennis and O’Toole, 2005; Mintzberg, 2004; Pfeffer and Fong, 2002; Pfeffer,
2005). Given that many Australian business schools are accredited through AMBA,
EQUIS or AACSB, and that accreditation requires standardization of programmes, such
criticisms are as likely to apply to Australian MBAs and business courses as they are to
those in other countries. Many of these criticisms are based on the perceived “overly
scientific” nature of MBA programmes, and the lack of learning in the softer, “art”
elements of management and leadership. It is suggested an “ideal” MBA curriculum
contains multidisciplinary integration, experiential learning and soft-skill development,
has a global perspective and an information technology focus, and highlights ethics and
corporate social responsibility (Navarro, 2008), and that universities should change their
current programmes to include these elements (Clinebell and Clinebell, 2008).

However, it is unclear whether this current emphasis on soft skills, ethics and CSR
(Schlegelmilch and Thomas, 2011) will result in better financial outcomes for firms. It
may be that despite criticisms of business schools being too rigorous, they are teaching
the skills (and developing values) most appropriate for entry- (Clinebell and Clinebell,
2008) and middle-level jobs, and overlooking those content areas which are likely to
assist CEOs in achieving better firm financial performance. If so, business schools may
be losing their relevance; the economy is going through hard times. Will potential
CEOs who have the “soft” characteristics now emphasized be selected by Boards and,
if they are, be able to successfully steer their firms through difficult times?

With regard to the content of business school programmes, it also needs to be asked
whether school programmes should focus on core competencies needed by all who hold
managerial roles (as advocated by Rubin and Dierdorff, 2009), or whether such a silver
bullet approach is not appropriate. The business environment is complex, as are
organizations. The models of organizations taught in business schools cannot reflect the
“lived complexities” of management practice (Ford et al., 2010). There is no consensus
on the requisite body of knowledge for effective management. Managers also operate
at many levels, from supervisory to CEO. Adopting a “core competency” approach may
have at least three outcomes. The first is that programmes may be forced to focus on the
“lowest common denominator”, and not provide the finely nuanced assistance which one
would wish to be provided for participants with different experiences, qualifications,
knowledge, skills, achievements, career aspirations, interests and positions. The second is
that this approach does not differentiate business school offerings from those of other
providers, although the unique location of business schools within university settings
should allow high-quality inputs which cannot be duplicated by other providers. For
example, business schools could act as “intellectual hubs” with links to other university
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social science departments (Samuelson, 2006). The third is that the core competency
approach inflates the potential influence of a business school education on business
performance. Little is certain. Organizations do not run according to universal laws, and
are suffused with context, interpretation, expectation, roles, temporality and
relationships (Jelinek et al., 2008). The best we may be able to do is to help students
“understand business and society as a complex, dynamic, and interdependent system
and to carefully explore theory, [and] use frameworks” (Samuelson, 2006, p. 357). A “core
competency” approach, with its implicit assumption of a core body of knowledge, seems
antithetical to this.

Moreover, who should make the decision about relevant course content? Whereas
some, such as Bennis and O’Toole (2005), Rubin and Dierdorff (2011) advocate business
practitioners taking a governance role in deciding business school course content and
strategy, others such as Fowler (2005) disagree, suggesting that business involvement
in education should be in the nature of a consultancy, in the same way that academics
consult to business, as employers do not have sufficient theoretical understanding to
determine educational strategy. Similarly, some have suggested that successful
managers should be brought in to teach into business schools (Hawawini, 2005) – but is
this appropriate? Can they not provide the same knowledge and skills from outside the
tertiary education system, leaving the business schools to carve out a niche market in
the scientific and theoretical dimensions of business? And do their presence in a
university compromise the status of business schools within the university and give
them vocational status (Trank and Rynes, 2003)? Such questions are practical, but they
are also value-laden. As Grey (2004) suggests, all judgements about what we teach and
what is worth studying are based on commitment to a normally unstated set of values.

Another explanation of the failure to find a relationship between firm financial
performance and CEO qualification is that, at its core, any educational programme is
about changing attitudes. One could argue that the teaching of economics or finance,
for example, is about “facts”. But as Kanter (2005) and critical management scholars
such as Grey (2004) remind us, students need to be receptive to the ideas promoted.
Attitudes are important, as they predict behaviour (see Hart et al. 2009, for a meta-
analysis of this area). The large amount of literature on attitude change suggests that
people seek out, and pay closer attention to, information which confirms existing
attitudes, and avoid information which might contradict these attitudes (Hart et al.,
2009). The stronger a person’s attitude on an issue, the more likely they are to select
attitude-congruent information (Brannon et al., 2007). Business school students are not
“blank slates” who absorb and reproduce the information given to them. As Kanter
(2005) says, scientific, analytic and econometric theories are difficult – but so are
people-oriented practices. Others have complained that MBA students are resistant to
learning generic skills (Rubin and Dierdorff, 2009), dislike people-focused coursework
(Rynes et al., 2003) and show a decline in engagement in the curricula over time (Datar
et al., 2010). This may be because the material presented is not consistent with already-
held attitudes about what is important, and the course material is not easy to
assimilate into existing cognitive schema. Perhaps it is too much to expect that the
material presented in MBA and other business courses will be automatically taken up
and influence the life-long behaviours of former graduates.

In addition, business schools do not have a mandate on management and executive
education. For example, in the USA approximately $50 billion per year is spent on
employee learning and development, of which approximately one-quarter is dedicated
to leadership development (O’Leonard, 2010). Knowledge and skills can be gained
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through programmes run by other providers, including professional development
programmes within employing organizations. The current findings suggest that a
university business education may not be providing a non-substitutable benefit to its
graduates. It needs to be asked whether there is value added by a MBA or other
business qualification above presentation of the same material in another setting. In
most commentaries on MBA and business education little consideration is given to the
alternative; that is, that the supposed deficits of MBA programmes may be filled by
alternative courses, programmes or development opportunities, and these do not need
to be offered by universities.

Conclusion
In this study we found no relationship between CEO education and firm financial
performance. Life, learning and business are complicated. It is perhaps not realistic
to assume that a business or other educational experience can change the attitudes,
values and behaviours of adult students, and provide them with knowledge which is
unavailable elsewhere and which will benefit them throughout their careers – just as
it is not realistic to blame business school teachings for the global financial crisis or
the failure of ethics in business. Perhaps we, as scholars, first need humility, and
should acknowledge that no matter how hard we try to teach the “right things” in the
“right way” we will not be able to have more than a superficial effect upon the lives
and actions of our students. Perhaps we are suffering from a “romance of business
school influence” that is similar to the “romance of leadership” mentioned above. We
are mostly working in environments in which business schools are seen as “cash
cows” for universities (Thomas and Wilson, 2011), and for strategic reasons the
potential positive outcomes of business qualifications are heavily marketed. But we
know students come to us with different levels of intelligence, motivation,
knowledge, skills and experience, and their career paths will be different once they
leave. We know that they need to be receptive to our teaching and have a certain level
of intelligence in order to learn, and that some want a credential more than they want
knowledge. We also know that despite our content knowledge, subject passion and
teaching innovations, our students do not learn all that we teach. Perhaps we should
therefore turn our hubris into humility, and accept that our influence is limited. For
some, the attainment of a business qualification can indicate the attainment of
knowledge and skills that will be career- or life-enhancing, or will lead to better
managerial performance. It may even lead to actions which benefit society. But we
cannot expect this as a consistent set of outcomes from all students. And, as this
research shows, at least in Australia there does not appear to be a relationship
between CEO business or other education and a firm’s financial performance.
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