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1

Trends and Challenges in Management
Education around the World

Thomas Durand and Stephanie Dameron

The various chapters focusing on specific countries that our colleagues
from around the world have kindly contributed to form the two
volumes of this book provide a fascinating account of both specificities
and commonalities in the current dynamics of management education
across a wide range of countries. This chapter deals primarily with the
commonalities that we identify across these contributions. Yet some of
the specificities will also be mentioned along the way.

When referring to management education or business schools, we mean
all forms of institutions, public or private, that provide educational and
training services in the field of management and business at the tertiary
level (i.e. college and university degrees—undergraduate, graduate,
postgraduate research degree—and equivalent levels according to country).

T. Durand (=)
CNAM, Paris, France
e-mail: thomas.durand@lecnam.net

S. Dameron
Université Paris Dauphine, PSL Research University, Paris, France
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2 T. Durand and S. Dameron

The Role of Business in Society
and the Booming of Tertiary Education
in Management Around the World

In many countries, management education emerged apart from universities
because the field was not seen as being properly academic (e.g. Germany,
France, Sweden, UK) and/or in religious institutions (Spain, Italy, Portugal,
USA, Brazil). The timing of emergence varies from the late eighteenth century
and early nineteenth century (1759 in Portugal with the school of commerce
in Lisbon, 1819 in France both at CNAM (National Conservatory of Arts
and Crafts) with Jean-Baptiste Say and ESCP (Ecole supérieure de commerce
de Paris), now ESCP Europe in Paris, and in Germany with cameralism) to
the turn of the century and the early twentieth century (USA, Italy, Poland)
and up to the second half of the twentieth century (UK, Australia, Israel,
South Africa) or even more recently (Russia, China), sometimes being reborn
after the fall of the Berlin wall (e.g. Poland, Romania, Slovenia).

Management education boomed after World War II and transformed
itself into a significant business. Roy Green reports of Australia: “From
a purely economic perspective, [management education] has the lion’s
share' in one of Australia’s most valuable exports,” education, generating
around $15 billion (AUD) in revenues each year.” For the UK, Abby
Ghobadian provides an estimate of around £3.1 billion in contributions
of business schools to the local economy, of which over £900 million
stem from overseas students. In this context, some use the wording the
“business of business schools”.

The demand for management education remains high and growing
in most Organisation for Economic Co-operation and Development
(OECD) countries, while it is booming in the rest of the world, par-
ticularly so in BRICS (Brazil, Russia, India, China, South Africa) and
BRICS-to-be countries. Reports from most countries suggest that the
demand will remain high, despite already high but still rising fees paid by
the students and their families. Executive education is more sensitive to
economic downturns but flourishes again with upturns.

! Probably around 20 % or so.

%Services to non-residents are accounted for as exports.



1 Trends and Challenges in Management Education... 3

In short, management education is doing very well, serving a growing
demand that is ready to pay for the services, with or without the support
of public funding.

Whatisatstakebehind thisgrowing demand? First, money: management
education can be a business not only for private organizations, but also
for institutions and states. Second, ideology: the content of management
education and research influences our representations of enterprise and
the way companies and firms are run (Durand and Dameron 2011). As
developing countries will be the main providers of the growing demand,
the ideological stake is strengthened.

Money and ideology are the driving forces of an insidious battle
around which countries and institutions vie for dominance of the field
worldwide, influencing our vision of what should be taught and learnt
regarding business. Our purpose here is to point out the relevance of man-
agement education for societies, to propose a reflexive stance in analyzing the
way the global system is driven and to promote a more diverse and contextual
vision of management education in a multipolar world.

To better understand what is happening, we need to gain a deeper
understanding of the diversity of national management education
ecosystems. We need to analyze the challenges that affect these systems,
go through a fine-grained depiction of the main variables that may change
the way these systems interact, and suggest strategies to offer a more bal-
anced view of the operating forces that drive management education.

Through the chapters in the two volumes, which depict 22 national
management education systems, we see at least six main challenges that
institutions and business schools are facing around the world.

Management Education is Increasingly Subject
to External Evaluation Conducted by Third
Parties. How to Deal with This Market

of External Evaluation?

Business schools are often part of a university. And the university is very
likely to be regulated by government.

Yet third parties emerged that added a layer of complexity to the system
(Dameron and Manceau 2011). These third parties are:
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— international accreditation bodies (AACSB, EFMD-EQUIS,
AMBA),

— national evaluation bodies or processes (RAE, 1986, now REF in
the UK, 2014; HSV, 1995, now UKA, 2013 in Sweden; CHE in
South Africa, 1998; Akkreditierungsrat in Germany, 2005; AERES,
2007 now HCERES, 2013 in France; A3ES in Portugal, 2009;
Anvur in Italy, 2011; TEQSA in Australia, 2011; UKA-KRASP-
RGSW in Poland, 1997-2014; ...)

— rankings published by newspapers and magazines (Financial Times,
Business Week, The Economist, Forbes etc.).

We use the wording third parties in a very broad sense here. We call
these organizations third parties in the sense that the business schools are
being audited and accredited by players that may be from outside the
domain of management (e.g. academics from other fields), from outside
the country where they operate (e.g. international accrediting bodies)
and even from private bodies outside academia (e.g. journalists creating
rankings). The business of management education evaluation is flourish-
ing and these third parties have become very influential (Fig. 1.1).

international
ARWU
Shanghai A
()
European
U-Multirank Times Financial
(] Higher E. Times
(BS) (BS&P)
Public Body ( > Private Party
National Ed U?;;ersal
Media
(U&P)
v Rankings
National (U/BS): University-Business Schools
{P): Programs
(R): Research units

Fig. 1.1 Mapping of auditing third parties (based on Dameron and
Manceau 2011)
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The USA does not regulate the degrees awarded by its universities
at the federal level. As a result, the AACSB (Association to Advance
Collegiate Schools of Business) was created in 1916 to offer quality
improvement audit schemes and the attached certification that is now
known as accreditation, accrediting the institutions that are primarily
devoted to management education. This helped the then young US mar-
ket of management education to mature.

In contrast, Europe had a tradition of government-regulated tertiary
education. The European Union (EU) subsequently set up the three-level
LMD (license-bachelor/master/doctorate) system, with credit transfer
options, to facilitate student mobility in Europe. As a result, the right
to award the LMD degrees is granted by each government of EU mem-
ber countries. In other countries, governments (e.g. Russia, South Africa,
Israel) also control the granting of national degrees. It is worth noting in
passing that some countries, even EU members, have also kept their well-
established traditional degrees (“diploma” in Germany, “dipléome Grande
Ecole” in France, “specialist” in Russia etc.).

As the names of the American standard degrees (Bachelor, MBA,
PhD or DBA) are free to be used in the international market, the lead-
ing role played by the USA and the internationalization of higher edu-
cation in management led to a broad use of these standards. This may
also have been seen as a way for business schools to escape from national
regulation, such as INSEAD in France.

Until the beginning of the twenty-first century, the MBA was the main
management degree seen as an international standard. This was helped
by the creation in the UK of the accreditation program body AMBA
(Association for Management of Business Administration) in 1967. This
standard led the American AACSB to cross the Atlantic in 1997 to assess
its first European business schools, ESSEC. In that sense, 1997 is then
a turning point that led to the internationalization of evaluation bodies
for business schools. The EFMD (European Foundation of Management
Development) then launched a competing European accreditation sys-
tem, EQUIS. The EFMD internationalized its status in 2012 to promote
its development all over the world.

Things then accelerated. As many European institutions had a long
tradition in management education, the Bologna process (LMD) quickly
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fostered a seemingly harmonized and visible European system based
on five-year programs. The Financial Times (FT) ranking assessing the
“Master of Science in Management” was launched in 2005. This ranking
made European business schools more visible internationally. It worked as
a source of differentiation, helping them compete with American business
schools.

Accreditations soon became used as marketing tools to attract students
(and faculty). What was initially designed as a quality assurance scheme
became primarily a marketing tool. This led to what is known as the tri-
ple crown “achievement”: being accredited by AACSB+EQUIS+AMBA
would be a sign of great quality, as if the owner of three driving licenses
(say, one issued in Germany, the second in India and the third in the
USA) would be a better driver.

The real impact of accreditation bodies is their role as an entryway into
international rankings. In fact, the most popular ranking, the FT’s, iden-
tifies business schools once they are accredited and starts sending them
questionnaires to get them into the ranking list.

The Wits Business School in Johannesburg, South Africa, was
not really in the rankings until the dean of the business school in
Cape Town decided to go for an accreditation with AMBA. Once
accredited, the MBA of Cape Town Business School appeared in the
FT rankings. When that happened, the alumni of the Wits Business
School prompted the matter at the subsequent board meeting.
“Cape Town is in the FT ranking: where are we?” Wits Business
School went for AMBA accreditation of their MBA as well, and
thus got it entered into the FT rankings.

As a result of a move from a competing school, Wits therefore
entered the race for rankings. This illustrates how the ranking pan-
demic spreads throughout the world of business schools.

Source: Interviews
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Ranking appeared as a way for prospective students and families to
identify where to go to study management overseas. It goes without
saying that the papers raise their sales with special issues that rank business
schools and programs: a market of business school evaluation has been
developing since the beginning of the twenty-first century. For instance,
since 1997, EFMD has launched a series of certificates (e.g. in 2005
EPAS for program degree). Eduniversal, a private company, launched an
international business programs ranking in 2007.

Rankings and accreditations also help deans identify potential partners
in a country that they do not know that well. In turn, these schemes
may influence governments in defining their higher education policy.
The Shanghai ranking (2005) made by Joa Tong University had a tre-
mendous impact on some public policies. The European Commission
created its own university ranking scheme (U-multirank) in 2011, partly
in response to the Chinese evaluation.

In that sense, the accreditation and the ranking schemes set up by
third parties will have spurred much activity in business schools, includ-
ing improved curricula and much more research. Yet, these schemes,
especially the rankings, also contribute to creating problems and some
tensions within the business model of business schools.

The Business Model of Business Schools Built
on Funding and Reputation is at Risk.
The Search for More Revenues

Most business schools do not operate for profit. They aim at training
managers (and leaders) and managers-to-be. If they fight fiercely to
generate more funding, it is essentially to deliver ever better manage-
rial education while improving their standing and reputation. (Country
reports suggest that a small number of private actors actually operate
for profit: this is still marginal but should be recognized as a weak sig-
nal to be monitored over time. We discuss this further in section “The
Development of Private Companies Running Management Education
for Profit”). Most business schools run their business model to grow rev-
enues to better their reputation to grow their revenues and so on. Hence,
the heart of the business model is two-fold: funding and reputation.
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Most business schools offer all or part of the following:

— Undergraduate programs

- MBA

— Master’s also called master of science in management (MSc in man-
agement) and/or specialty master’s (marketing, finance, HR, project
management or sectorial specialties etc.) called an MSc in market-
ing, finance or even advanced Msc (one-year program)

— PhD or some forms of doctoral degree (e.g. DBA, doctorate in
management etc.)

— Executive education

The revenues collected by business schools stem from all or part of the
following:

the fees paid for the above programs

public funding for all or part of the above educational services
donations from alumni and business corporations—primarily rich
alumni: “I wanted to give back what I received from my school”
chaired professorships funded by companies and research grants

Obviously each business school adapts this model to its own context,
but the fundamental traits of this generic model can be found in most
places (Fig 1.2).

In a nutshell, executive education is the cash cow; the MBA is the flag-
ship; MScs come on top; the heavy investment is for reputation, in the
form of the race for publications (in the name of knowledge produced via
research); the undergraduate programs bring additional income, and gross
margin—if well managed—while they leave a socioeconomic footprint in
society, creating an alumni base that may yield donations in the long term.

Eager to attract the best students (and faculty), business schools are doing
their best to go up the ranking ladders. The FT institution ranking and the
FT MBA ranking evaluate the quality of the research through the number of
publications achieved in a list of 45 academic journals. Hence, we see heavy
investments made in research to generate publications in so-called starred
journals. These investments are prioritized over those for internationalization
(partnering or establishing campuses abroad), distance e-learning tools and
programs and recruiting famous names to build reputation.
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Fig. 1.2 A generic business model for business schools

The financial consequences of this race for ranking are significant:

— Costs (salaries, IT platform investments, travels and distant campuses)
keep going up. On top of this, when a business school is part of a uni-
versity, it is often seen as a cash cow by other academic disciplines.
Hence, the parent university, that may have been used to retaining
part of the revenues, tend to ask for a larger slice of the income.

— It is difficult to raise revenues at the same pace: fees are already high
(except in some countries like Germany, in some of the French uni-
versities or in Italy, Spain and Portugal); public support often tends
to decrease, at least in relative terms; donations are not enough in
most places; executive education suffers from ups and downs accord-
ing to economic cycles.

Business schools in the countries from where we have reports responded
to this financial squeeze in a variety of ways. Initially they essentially tried
to grow the top line. Despite the risk of what may be regarded as a bubble
ready to implode, business schools managed to surf successive waves:

— first calling for public support when possible, increasing fees and
milking executive education,
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— then diversifying the portfolio, for example via DBAs or research

grants and, more recently, undergraduate programs. This last move
may be seen as questionable given the ongoing debate about when
is it relevant to study management (Dameron and Durand 2011).
Indeed, arguably many management courses are inadequate for
young students with no practical experience.

calling upon donations, creating foundations and launching fund-
raising campaigns. In countries with limited experience in fundrais-
ing, business schools are still experimenting and learning—often
the hard way—the tricks of the trade, such as finding out that dona-
tions come more from private individuals than from companies.
leveraging their past investments in the international arena to generate
revenues from distant campuses, partnerships or foreign students.

More recently, we have seen more attention paid to keeping costs

under control:

— More caution around salary increases. If salary inflation for man-

agement faculty does keep running; it is at a significantly lower pace
in many countries. Furthermore, data from the USA show that
while the hunt for the best academic performers may still be on
(there is still a premium paid to those faculty moving to a new
place), however, the premium paid for mobility may have peaked
around 2005-20006. (It is interesting to note that the highest mobil-
ity premium, relative to salary, goes to new PhDs as they carry with
them their pipeline of publications following their doctoral work.)
Some business schools have started to hire more adjunct professors
(these may also be called afhiliated, practitioner, non-research, exec-
utive in residence or teaching professors). This phenomenon is seen
in many academic fields beyond management and is known as
“adjunctification”. Behind the move, the intent is clearly to hire
cheaper faculty, avoiding the high compensations and low teaching
load awarded to successful research professors. As this may have far-
reaching implications, we discuss the matter in more detail below,
in the third part of the chapter.

There are reports of business schools encouraging their star faculty
members to spend a few months elsewhere each year as a way to
share their heavy salary cost with other institutions. Others are



