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INTERCULTURAL COMPET ENCE IN LEADERSHIP 

EDUCATION: KEYS TO E DUCATING GLOBAL 

LEADERS 
(Keynote address from February 2009 ASBBS Conference) 

 

Justin A. Irving 

Bethel University 
 

INTRODUCTION    

It is a pleasure to be with you this evening. I bring you warm greetings 

from the cold state of Minnesota and Bethel University where I serve as an 

administrator and faculty member. In addition to extending my gratitude to 

colleagues at Bethel University for providing a community in which my 

academic interests may be expressed, I wish to offer my special thanks to the 

leadership of the American Society of Business and Behavioral Science, and to 

Wali Mondal in particular, for providing this ongoing avenue for scholarly 

engagement with colleagues from around the world. 

The theme of this yearôs conference is focused on Globalization and the 

Future of Business Education. In light of the current market realities we are 

facing in 2008 and 2009, this audience need not be convinced of the realties of 

globalization. More than ever before in history, the effects of globalization are 

being experienced around the world. Even as I originally drafted my work for 

this presentation in the fall of 2008, an RSS News Feed from MSNBC announced 

on my computerôs desktop, ñWorld Stocks Fall on Economic Fear.ò This news 

feed went on to note that ñEuropean stock markets opened sharply lower 

Wednesday following losses in Asia amid spreading pessimism over corporate 

earnings around the world.ò As one such report among many in our time, it is 

easy to quickly identify the interdependent nature of our world and global 

economies.  

With the rise of globalization, so rises the need for leaders with global 

perspective and intercultural competence to meet these growing challenges and 

opportunities. In light of this, in our time together this evening we will be 

focused on four areas: (a) understanding the effects of globalization, (b) 

exploring theoretical approaches to the understanding of culture and the 

development of intercultural competence in global leaders, (c) presenting one 

schoolôs approach to educating leaders in intercultural competence, and (d) 

providing recommendations for leadership educators aiming to meet the urgent 

need of preparing leaders to serve well in the face of globalization. 
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GLOBALIZATION  

While cross-cultural interactions have been taking place for thousands of 

years, it is only within recent decades and the past century that the societies of 

the world have become more accessible. Advances in aviation arguably served as 

one of the first quantum leaps toward the present state of globalization we now 

experience. Alongside advances in transportation, however, the quantum 

advances in technology and communicationðdriven by the introduction of the 

World Wide Web to public useðhave provided a powerful host for bringing the 

peoples of the world into closer proximity and accessibility. Advances such as 

these are increasing the ease with which peoples and societies may learn from 

and work together with people from other cultures. 

In a treatment of negotiation in cross-cultural contexts, Beneke (1983) 

provides an early look at globalization trends. In this work, Beneke cautions the 

international business traveler to not mistake the presence of touristic fares that 

make people feel at home with a universally homogeneous global culture. As I 

have taken in many of theses fares myselfðexperiences such as Pizza Hut and 

McDonalds on multiple continents, or Kentucky Fried Chicken in ShanghaiðI 

have had to remind myself that while there are an increasing number of global 

brands, this does not translate into a homogeneous global culture. The presence 

of globalization forces us to see and embrace an increase of both similarities and 

differences in such intercultural interactions. With the addition of such 

complexities, it becomes even more important that global leaders understand the 

unique skills needed to lead in a global environment. 

Javidan (2008a) argues that those working cross-culturally in a global 

environment have two major responsibilities. First, these individuals need to 

understand their own cultural lens. Second, and based upon the first, if 

individuals want to influence cross-culturally, they need to understand the otherôs 

cultural lens. While these reminders may be fairly basic, when missed, things can 

go very wrong. Javidan reminds us that cultural lens are like electricity; we really 

only pay attention to it when we donôt have access to it. But to be effective in 

unique cultural contexts, we must begin with a commitment to learning about 

other cultures, and then bring with this learning a willingness to adapt our 

behavior in light of what we have learned. Such skills are not always intuitive for 

leaders engaged in globally oriented work, and reinforces that the need for 

specialized educationðwhether formal or informalðfocused on developing 

intercultural competency is vitally needed in our day. 

Noting that no American corporation is immune from the impact of 

globalization, Javidan, Dorfman, Sully de Luque, and House (2006) argue for the 

priority of understanding global leadership as a critical success factor for large 

multinational corporations. Arguably, these comments are not just for the large 

multinational. Even smaller companies and organizations are increasingly 

touched by the impact of globalization. Large and small organizations alike are 

facing the reality that the global perspective of their leaders and managers is not 

sufficient to meet the demands of globalization. In fact, one report indicates that 
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while the demand for global business understanding continues to grow, nearly 

85% of fortune 500 companies have reported a shortage of mangers with the 

necessary global skills (Gregersen, Morrison, & Black, 1998). This same report 

indicates that having competent global leaders was a highest priority concern for 

corporations when looking at factors for business success. In fact, the need for 

competent global leaders was rank higher than even adequate financial resources 

or technology, showing just how significant this consideration is for prominent 

corporations working to meet the demands of globalization. 

CULTURE AND LEADERSH IP 

When looking at the discipline of leadership studies, it is easy to see why 

a focus on intercultural competence is necessary for successful initiatives in the 

global context. Klenke (2008) argues that leadership is essentially a relational 

practice. The relational dimension of leadership is further emphasized by 

ASBBSô own Stone and Patterson (2006) in their overview and history of 

leadership studiesô movement toward follower-focused orientations. As follower-

orientation in leadership becomes more of a dominant leadership paradigmðand 

this coupled with the widening cultural spectrum of followers and organizational 

constituenciesðthe need for intercultural competence grows dramatically. As a 

relationally-focused endeavor, leadership and leaders must be able to understand 

and effectively communicate with individuals of their own and divergent cultural 

backgrounds. 

Lest we quickly dismiss this discussion of intercultural competence as 

something only needed for organizational leaders who physically travel to 

foreign sites, we must remind ourselves of the increasing cultural diversification 

within and around our organizations. With the onset of virtual and multinational 

teams, organizational members need to quickly learn a new set of competencies 

in how leadership within such teams is effectively carried out. Marquardt and 

Horvath (2001) argue that, ñLeaders around the world are now recognizing the 

critical importance of global teams as the key to future competitiveness and 

productivity in todayôs new networked-style global organizationò (p. 3). The 

need for globally minded and interculturally competent leaders is not only a 

reality in virtual global teams; it is needed in the multicultural context of regional 

teams and organizations as well.  

With the cultures of the world around and within even local expressions 

of our organizations, some authors are beginning to utilize the creative language 

of ñglocalizationò to emphasize that global influence is now a local reality. The 

central question for leaders then is how do we best prepare our organizational 

members to meet this unique opportunity? In order to engage this question, we 

will focus on the nature of culture and intercultural competence, and I will argue 

that preparing leaders to become interculturally competent is one of the best 

approaches to meet this challenge of our day. 
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THEORETICAL APPROACH ES: HOFSTEDE 

Hofstede's approach to the study of culture is based on the concept of 

culture as consisting of dimensions that may be predictive of behavior. In his 

original study, Hofstede focused on a group of IBM middle managers across 53 

countries. In his groundbreaking work, Hofstede found four primary cultural 

dimensions: (a) power distance, (b) individualism-collectivism, (c) uncertainty 

avoidance, and (d) masculinity-femininity. As Hofstede continued to study 

cultural dimensions, he eventually identified a fifth dimension, which was 

labeled long-term orientation. Hofstedeôs work has been criticized for, among 

other things, being focused on only one company and inattentive to in-country 

differences, even with such criticisms in view, Hofstedeôs work was 

groundbreaking and has been a dominant paradigm in the study of culture and 

leadership up to the time of the GLOBE project.  

THEORETICAL APPROACH ES: GLOBE 

The Global Leadership and Organizational Behavior Effectiveness 

(GLOBE) project is the most extensive study of leadership from a global 

perspective to date. With 160 social scientists and management scholars from 

over 60 culturesðrepresenting most, if not all, major regions in the worldðthe 

GLOBE project worked with over 17,000 middle managers from over 900 

corporations in these 60 plus countries. Focused on the food processing, finance, 

and telecommunication industries, the GLOBE project engaged in a long-term 

programmatic series of cross-cultural leadership studies. As such, GLOBE is 

described as ña multi-phase, multi-method project in which investigators 

spanning the world are examining the interrelationships between societal culture, 

organizational culture, and organizational leadershipò (House, Javidan, Hanges, 

& Dorfman, 2002, p. 4). 

In discussing the notion of culture, Javidan (2008a) emphasizes that 

without common experiences, there is no common culture. One of the unique 

components of the GLOBE study is the differentiation of cultural values and 

cultural practice. In other words, GLOBE desired to evaluate both how things are 

done in a culture, and how that culture describes how they should be done. It is a 

contrast between the ñshould beò and the ñas is,ò and what the GLOBE project 

refers to as modal values and modal practices. 

Built upon Hofstedeôs study of culture, the GLOBE project utilized nine 

dimensions of culture. In addition to the nine dimensions of culture, the GLOBE 

project utilized six global leadership dimensions of culturally endorsed implicit 

theories of leadership. In examining the relationship between cultural and 

leadership dimensions, substantial evidence has been established indicating that 

leader behavior, attributes, and influence significantly vary due to the influence 

of unique cultural dimensions in diverse contexts (House, Wright, & Aditya, 

1997).  



Journal of Business and Educational Leadership 

 

7 

THEORETICAL APPROACH ES: GLOBAL MINDSET  

Based upon the GLOBE study, Javidan and the Thunderbird School of 

Global Management have begun work on the construct of Global Mindset. In this 

work global leadership is viewed essentially as the process of influencing 

culturally distinct individuals and groups. Javidan argues that global mindset is 

an essential key to successful global leadership. Based upon this, he defines 

global mindset as, ñthe ability to influence individuals, groups, organizations, and 

systems that are unlike the leaderôsò (Javidan, 2008c), and further notes that 

global mindset is essentially a set of individual attributes that enable and 

facilitate global leadership. 

What are the core attributes associated with global mindset? Presenting 

on the theme of global mindset, Javidan (2008b & 2008c) provided a summary of 

the three essential core attributes of the construct: (a) Intellectual Capital, (b) 

Psychological Capital, and (c) Social Capital. While multifaceted, Intellectual 

Capital is focused largely around industry specific knowledge, cognitive 

complexity, and general cultural acumen. Psychological Capital includes themes 

such as passion for diversity, self-efficacy, and quest for adventure. Also 

multifaceted, Social Capital includes both structural dimensions such as global 

connectivity and relational dimensions such as interpersonal competence, which 

is focused on the priority of building trusting relationships in multiple cultural 

contexts. Based on this work, the Thunderbird Global Mindset Inventory (GMI) 

has been developed as a means of self-assessing global mindset. In the field of 

cultural studies, there is sure to be more attention brought to the work of global 

mindset and the GMI in coming days. The study of global mindset is moving in a 

particularly interesting direction as GMI results are being compared to leader 

brain maps through neurologically driven studies.  

THEORETICAL APPROACH ES: INTERCULTURAL CO MPETENCE 

A theoretical approach to culture that has gained increasing attention 

over the past two decades is Bennettôs (1986, 1993b) Developmental Model of 

Intercultural Sensitivity (DMIS). Bennettôs model is designed to provide an 

interpretive grid for understanding an individualôs development in their 

orientation toward cultural difference and is inclusive of three ethnocentric and 

three ethnorelative categorical orientations. Hammer, Bennett, and Wiseman 

(2003) argue that the DMIS constitutes a progression of an individualôs 

worldview. The model begins with the ethnocentric categorical orientations of (a) 

Denial, (b) Defense/Reversal, and (c) Minimization. As oneôs worldview shifts to 

ethnorelative categories, the orientations in the DMIS are (a) Acceptance, (b) 

Adaptation, and (c) Integration.  

As a model of intercultural sensitivity focused on the development of 

intercultural competence, it is important to understand how core terms are 

utilized. Intercultural sensitivity may be understood as the ability to discriminate 

and experience relevant cultural differences. Related to this, intercultural 

competence may be understood as the ability to think and act in interculturally 
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appropriate ways (Hammer, Bennett, & Wiseman, 2003). Central to the DMIS is 

the understanding that increased intercultural sensitivity is associated with 

increased intercultural competence (Hammer, Bennett, & Wiseman). In light of 

this, those interested in the development of intercultural competence within 

leaders rightly are to be focused on the development of intercultural sensitivity 

focused on the leaderôs ability to identify and experience relevant cultural 

differences. 

While this snapshot of the DMIS is helpful, it is important to understand 

the basic definitional categories in the model. Hammer, Bennett, and Wiseman 

(2003) provide a helpful overview of these categories. In the DMIS, the 

ethnocentric category of Denial refers to a state in which oneôs own culture is 

experienced as the only real culture, and thus, cultural difference is not really 

experienced at all. Beyond Denial, the ethnocentric category of Defense refers to 

a state in which oneôs own culture is experienced as the only viable culture; while 

a person in this category is able to discriminate cultural difference, the cultural 

difference is usually interpreted from a perspective that is negative, stereotypical, 

or polarizing. A variation on Defense is Reversalða state in which a personôs 

adopted culture is experienced as superior to oneôs initial cultural experience. 

The final ethnocentric category of Minimization refers to a state in which oneôs 

own cultural worldview is experienced as universal. In this state, cultural 

difference is subordinated to global similarities, and thus distinct cultures tend to 

be either trivialized or romanticized.  

Hammer, Bennett, and Wiseman (2003) go on to describe the 

ethnorelative categories. The ethnorelative category of Acceptance refers to a 

state in which oneôs own culture is experienced as just one of a number of 

equally complex worldviews. Individuals with this worldview are able to 

experience others as different from themselves, but equally human. Next, the 

ethnorelative category of Adaptation refers to a state in which the experience of 

another culture yields perception and behavior appropriate to that culture. 

Individuals with this worldview can engage in empathy, and are able to express 

alternative cultural experiences at the cognitive, affective, and behavioral levels. 

This state becomes the basis for biculturality and multiculturality. The final 

ethnorelative category of Integration refers to a state in which oneôs experience 

of self is expanded to include the movement in and out of different cultural 

worldviews. At this category, the themes of encapsulated and constructive 

marginality are emphasized by Bennett (1993a). 

While the university as a whole where I serve utilizes multiple models 

for the development of cultural awareness among its students, faculty, and staff, 

the particular school at which I serve within our university has adopted the 

Developmental Model of Intercultural Sensitivity as the primary theoretical basis 

in our work in addressing the needs of globalization. Beyond the DMIS being a 

theoretically rich model, it also provides a model that is tied to research 

instrumentation that may be utilized developmentally with individuals. This 

instrumentðthe Intercultural Development Inventory (IDI)ðhas been developed 

based on the DMIS in order to provide a reliable and valid measure of the 
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modelôs constructs. As such, it takes that which can be a subjective area of study 

and provides more objective measures for organizational members to consider as 

they work on their own developmental progress around intercultural competence. 

Because of this, the DMIS and the IDI have played a significant role in our 

universityôs approach to addressing the need for intercultural competence among 

our students, faculty, and staff. 

EDUCATING FOR GLOBAL  LEADERSHIP  

While most business leaders and leadership educators agree that 

preparing people for the demands of globalization is vitally important, the 

question of how this education is best carried out is often not as clear. While our 

institution is by no means a perfect example of how to approach this need, we are 

aiming to take the reality of globalization and the need to develop interculturally 

competent leaders seriously. In light of this I will briefly present some of the 

features of our schoolôs approach for the purpose of encouraging other 

institutions in their journey toward intercultural competence along with us.  

As we look at this one example, I first want to emphasize that a need of 

this magnitude will likely not be addressed through a single method approach. 

Rather, educating for intercultural competence must take a holistic and multi-

dimensional approach that focuses both on the often intrapersonal cognitive and 

affective levels as well as the relational and behavioral levels of interpersonal 

experience. In reality, the line between the intra- and inter-personal realms is 

often not as clear in practice; ultimately, a holistic approach encourages both 

personal reflection and relational engagement. Practically, the focus on 

intercultural competence in our institution takes on complementary, but distinct 

approaches for our faculty and students. The following is an overview of our 

efforts as a school in this area. 

¶ Strategic Initiatives: Our school has adopted a focus on increasing 

intercultural competence at the level of our strategic initiatives. This strategic 

initiativeðone of six current strategic driversðwas proposed by our Provost 

and approved by our President and Board of Trustees. We have found that 

this institutional level of ownership and support has been vital in making a 

focus on intercultural competence a priority from a systems perspective. 

Without broad ownership and support, such initiatives will face many 

challenges institutionally.  

¶ Intercultural Development Inventory : The IDI has been taken by the entire 

faculty in our school. Faculty level discussions on the results from the IDI 

have been ongoing, and faculty members have had the opportunity for 

reflective work on their own intercultural development. This has been very 

important as the IDI has been administered to our students as well. In 

addition to providing a common language for faculty and students dialoging 

around this vital topic, faculty involvement at this level has emphasized for 

our students the priority of attending to our own development around 

intercultural competence. Students and faculty alike have been encouraged to 

thoughtfully and reflectively process the results of the IDI, and most have 



Irving 

 

10 

affirmed the valuable role of the IDI in addressing this focus on intercultural 

development. 

¶ In Class Emphasis: As a culture is being developed around the use of the 

DMIS and the IDI among faculty, staff, and students, it has become easier to 

incorporate topics addressing intercultural competence into the classroom 

experience for students. While we have one required class wholly focused on 

issues surrounding intercultural relations and intercultural competency 

development, this common focus has also provided our school with a 

capacity for faculty to include conversations around intercultural competence 

in courses focused on other subject areas. For instance, in a course focused 

on developing students' understanding and capacity for working in team-

based and collaborative environments, concentrated attention is given to the 

global dynamics surrounding virtual and multinational teams. 

¶ Intercultural Experience: While the schoolôs commitment at the previous 

levels is significant, these commitments are incomplete without also 

encouraging intercultural experiences for faculty and students alike. At a 

faculty level, the school has provided a grant fund to which faculty may 

apply for funds for the purpose of engaging in cross-cultural teaching 

experiences. Through thisðin conjunction with global partner institutionsð

faculty members are provided a means for gaining significant intercultural 

experience. This program has been one of the most effective ways of 

providing faculty with a means for applying their intercultural development 

studies. More significantly, the experiences that faculty have naturally find 

their way back to the classroom at the university, thus providing students 

with the benefit of globally influenced faculty and helping to work toward 

our aim of developing interculturally competent leaders.  

  In addition to this, students are likewise encouraged to engage in 

intercultural experiences both locally and internationally. These experiences 

come in the form of both formal and informal opportunities. Some of our 

students join faculty or travel independently for short-term international 

experiences, while others select longer term cross-cultural learning 

experiences. Additionally, students are encouraged to engage in local 

intercultural opportunities as well, and through some of our courses, students 

participate in organizational and community oriented site visits in culturally 

diverse settings. Through these and other formal and informal intercultural 

experiences, the school aims to reinforce student learning that has taken 

place in the classroom setting through outside intercultural experiences. 

 

As one point of empirical support for our schoolôs use of the IDI and a 

specific course focused on the development of intercultural competence, a 

comparison group quasi-experimental study was used to measure student growth 

in intercultural competence. In this evaluation, we found that the data indicated 

significant student growth in intercultural maturity. While 92% of the students in 

this study were categorized in ethnocentric categories in the DMIS during pre-

tests, following the course intervention, zero percent of the students were found 
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to be in the DMIS categories of Defense and Denial, and over 50% of the 

students were found to be at a satisfactory level of intercultural competency, up 

from 8% prior to the course intervention (Harden & Sandage, 2008).  

A COMMIT MENT TO BUILDING INT ERCULTURAL COMPETENC E 

House (2004) reminds us that, ñAmple evidence shows that cultures of 

the world are getting more and more interconnected and that the business world 

is becoming increasingly globalò (p. 1). With this reality facing leadership 

educators, we cannot afford to ignore the need and opportunity before us. In light 

of this, allow me to provide some recommendations for leadership educators who 

care about preparing students to serve in our world during this time of increasing 

globalization.  

First, and quite basically, doing something for our students is better than 

nothing. It is easy to compare our educational institutions to other schools. While 

this is beneficial for the purpose of gaining new ideas and finding encouragement 

for addressing the needs of globalization with our students, it can also lead to a 

type of institutional paralysis that makes us feel we cannot compete with larger 

faculties or larger endowments. When this perspective sets in, we must remind 

ourselves that our students desire the best we can offer them as faculty and as 

educational institutions. We must do what we can with the resources that are 

available to us. As LaFasto and Larson remind us, "the fundamental law of 

success is this: Action is more likely to succeed than inaction" (2001, p. 22). 

Second, aim for a holistic approach that engages both the cognitive and 

experiential needs of developing intercultural competence. Experience without 

insight can be helpful, but it may lead to reactions driven by stereotyping and 

result in further resistance to intercultural engagement. Similarly, cognitive 

engagement without experience can stretch students intellectually, but runs the 

risk of leaving students with unrealized theories that are uninformed by relational 

and intercultural encounters. When intercultural competency development takes 

the cognitive and the experiential dimensions of education seriously, there is 

great promise for students maturing in intercultural competence.  

Finally, it's important that we measure what matters. Successful 

businesses do not fail to measure their bottom lines. Educational institutions must 

not exempt themselves from measuring what matters around intercultural 

competence. If the development of interculturally competent global leaders is one 

of the highest priorities for today's organizations, educational institutions need to 

identify ways of measuring student learning outcomes around this area. In our 

school, we have identified the IDI as the primary tool for accomplishing this. 

Your institution may land on another tool for measurement, but I would 

challenge institutions to ask the hard question of how they are measuring what 

matters in this realm of student intercultural development.  

SUMMARY & CONCLUSION  

As organizations continue to experience both the opportunities and 

challenges surrounding globalization, the need for intercultural competenceðand 
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leaders who possess this competenceðwill be increasingly important. In this 

article, intercultural competence has been presented as an essential skill 

necessary for leaders and organizations that desire to meet the unique demands of 

global interconnectedness. In addition to engaging the unique features of 

globalization and several key approaches to understanding culture and leadership, 

special attention has been given to recommendations for how educational 

institutions may approach the development of interculturally competent emerging 

leaders. As institutions of higher education continue to prepare these leaders for 

diverse organizational roles, the importance of strategies such as these will 

become increasingly vital. I trust that the recommendations provided in this 

article will help educational and organizational leaders as they work to meet the 

unique challenges and opportunities of globalization during this time in history. 

God bless you, and thank you very much. 
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THE ROLE OF POSITIVE  ORGANIZATIONAL 

BEHAVIOR: A CONCEPTU AL MODEL  
 

Renin Varnali 
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ABSTRACT:  The purpose of the present article is to propose a conceptual 

model investigating the interrelationships among constructs of perceived 

organizational climate, work value orientations, job satisfaction and 

organizational citizenship behavior (OCB) within the framework of positive 

organizational behavior (POB). Employeesô perceived organizational climate and 

their work value orientations are influential in both their job satisfaction level and 

OCBs. Prior empiric findings support that job satisfaction and OCB are 

particularly relevant outcomes in positivity research. There is significant amount 

of literature accumulated on the topics of job satisfaction of employees, their 

level of engagement in OCBs, organizational climate and work value 

orientations. Although these constructs have been used together in conceptual 

models and tested in empirical researches, the acknowledgement of the role that 

POB plays in linking these constructs together is quite recent and provides 

opportunities for future research. The present article proposes a conceptual model 

that incorporates the aforementioned constructs in a single, comprehensive 

framework and presents a discussion regarding these constructs adopting the 

perspective of positivity research. The conceptual framework proposes that the 

existence of positive organizational behaviors would make these relationships 

more robust; which would highlight the importance of these positive 

organizational behaviors at workplace. The proposed model would be beneficial 

to both academics by providing fruitful empiric research avenues and to 

practitioners by directing them in recruitment, training and career development 

processes. 

INTRODUCTION  

There is a wide coverage of extant literature about the relationship 

between positive feelings of employees and their performance. The topic of 

employeesô feelings is of consideration to many scholars from several 

perspectives since the Hawthorne Works of the Western Electric Company. 

Following the lead of recently emerging positive psychology, a stream of 

research started to focus on people's strengths and psychological capabilities, 

which resulted in the conceptualization of positive organizational behavior 

(POB) construct. 

Prior empiric findings support that positive personality traits such as 

conscientiousness, emotional stability and positive affect are positively related to 

job satisfaction, which in turn is positively related to performance. Also, with 

respect to the desirable work outcomes, job satisfaction has been identified as a 

predictor of organizational citizenship behavior (OCB). OCB is conceptualized 
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as voluntarily going above and beyond the immediate tasks and short-term 

expectations. Examples of OCBs include helping others with work related 

problems; adhering to norms, policies, and procedures set forth by the 

organization even when no one observes; not complaining and exhibiting a 

positive attitude in the face of adversity; expressing a positive attitude about the 

organization to outsiders; etc. Therefore, job satisfaction and OCB are 

particularly relevant outcomes to be assessed in positivity research. 

Employeesô relations to their works, also known as work value 

orientations are influential in both their job satisfaction level and OCBs. These 

orientations are shaped by employeesô values, norms and how they view work as 

part of their lives. Additionally, perceived organizational climate is influential in 

creating values for employees. These values reflect the organization and how 

employees view and perceive organizational values, norms and procedures. 

These show whether the organization is open to change; encourages 

participation; supports empowerment; values creativity, positive thinking etc. 

These organizational values shape employeesô perceptions about the job and 

organization, and play a role in creating their personal work value orientations. 

There is significant amount of literature accumulated on the topics of job 

satisfaction of employees, their level of engagement in organizational citizenship 

behaviors, their work value orientations and perceived organizational climate. 

Although these constructs have been used together in conceptual models and 

tested in empirical researches, the acknowledgement of the role that POB plays 

in linking these constructs together is quite recent and provides opportunities for 

future research. The present article proposes a conceptual model that incorporates 

the aforementioned constructs in a single, comprehensive framework and 

presents a discussion regarding these constructs adopting the perspective of 

positivity research. The conceptual framework aims to assess the relative 

importance of self-driven work value orientations versus perceived 

organizational climate in determining employee job satisfaction and 

organizational citizenship behaviors. Furthermore, it is proposed that the 

existence of positive organizational behaviors would make these relationships 

more robust; which would highlight the importance of these positive 

organizational behaviors at workplace. With respect to the POB, the constructs of 

employeesô happiness at work and their optimism about the work are selected 

and applied in the model. The proposed model would be beneficial to both 

academics by providing fruitful empiric research avenues and to practitioners by 

directing them in recruitment, training and career development processes. 

THEORETICAL BACKGROU ND 

As Luthans (2002b) defines, POB is ñthe study and application of 

positively oriented human resource strengths and psychological capacities that 

can be measured, developed, and effectively managed for performance 

improvement in today's workplaceò (p.59). The construct encompasses many 

existing OB concepts from the domains of attitudes, personality, motivation, and 

leadership. The concepts that are identified and analyzed as most representative 
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of the proposed POB approach are confidence/self-efficacy, hope, optimism, 

subjective well-being/happiness, and emotional intelligence. As Seligman and 

Csikszentmihalyi (2000) indicate, the levels of analysis can be summarized to be 

at the subjective level (i.e., positive subjective experience such as well being and 

contentment with the past, flow and happiness in the present, and hope and 

optimism into the future); the micro, individual level (i.e., positive traits such as 

the capacity for love, courage, aesthetic sensibility, perseverance, forgiveness, 

spirituality, high talent, and wisdom); and the macro group and institutional level 

(i.e., positive civic virtues and the institutions that move individuals toward better 

citizenship such as responsibility, altruism, civility, moderation, tolerance, and a 

strong work ethic). 

There is strong support for the argument that dispositional factors are 

related to job attitudes (Staw et al., 1986; Staw and Ross, 1985). Wrzesniewski et 

al. (1997) believe that it is important to understand the subjective experience of 

work; in other words, how individuals differ in their experience of the work they 

do. As Wrzesniewski et al. (1997) in their article point out employeesô work 

value orientations can be categorized as being job, career or calling. This 

categorization is based on the work of Bellah et al. (1985). According to this 

categorization, people with job orientations focus on financial rewards and 

necessity rather than pleasure or fulfillment. For career oriented people, the focus 

is on advancement and those who have a calling orientation focus on enjoyment 

of fulfilling and socially useful work. In a more detailed manner, the authors 

characterized people with job orientations as the ones who are only interested in 

the material benefits from work. For these people the work is not an end in itself 

and their major interests and ambitions are not expressed through their work. 

Unlike job orientation, career orientation characterizes people with a deeper 

personal investment in their work and marks their achievements not only through 

monetary gain, but through advancement within the occupational structure. These 

people are also interested in higher social standing, increased power within the 

scope of oneôs occupation, and higher self-esteem for the worker. People with 

calling orientations, on the other hand, are characterized by their way of looking 

at the work. As to these people, their work is inseparable from their lives.  These 

people view work not as a means for financial gain or career advancement, but 

instead for the fulfillment that doing the work brings to the individual. 

As James and Jones (1974) state, organizational culture or climate is the 

shared perceptions of what the organization is in terms of practices, policies, 

procedures, routines, and rewards that are applied in the organization. The 

definition also covers what is valued and what behaviors are expected and 

rewarded. Denison and Mishra (1995) suggest that organizational climate can be 

viewed as a means to improve organizational performance, individual 

satisfaction, the sense of certainty about how problems are handled, and other 

aspects of work life. Throughout the literature, the issue of positive 

organizational climate or culture has been studied. Martin (2004) argues that in 

order to increase satisfaction, motivation and productivity in the workplace, a 

positive organizational culture should be built and developed. 
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In 1977, Organ introduced the term ñorganizational citizenship behaviorò 

(OCB) for the first time suggesting it to be a component of job performance. 

After a year, in 1978, Katz and Kahn argued that besides their prescribed roles, 

employees should engage in behaviors that go beyond formal obligations for 

effective functioning of organizations. The characteristics of OCB have evolved 

over the past two decades. There have been many modifications, additions, and 

enhancements since Smith et al. began exploring the topic in 1983 empirically. 

Organ has been an extremely influential pioneer on the topic of OCB. 

Organizational citizenship behavior (OCB) was defined by Organ (1988) as 

ñindividual behavior that is discretionary, not directly or explicitly recognized by 

the formal reward system, and that in the aggregate promotes the effective 

functioning of the organizationò (p. 4). According to Diefendorff et al. (2002), in 

general OCBs differ from in-role performance in two main aspects. First, as 

stated by Organ (1997) unlike in-role performance, OCBs do not directly support 

the technical core but rather influence the social and psychological environment 

of organizations, which in turn influences the technical core. Second, OCBs are 

more discretionary and less constrained by work-process technology and other 

task features than in-role activities. Task performance is influenced by individual 

ability and work-process technology; on the other hand, OCBs are influenced by 

what individuals think and feel about their jobs (Organ and Ryan, 1995; Penner 

et al., 1997). Throughout the literature, many scholars who are interested in the 

topic of OCB have established different dimensions for OCBs. Examples of these 

dimensions include altruism, conscientiousness, civic virtue, sportsmanship, and 

courtesy (Brief and Motowidlo, 1986; Podsakoff et al.,1990). 

INTERRELATIONSHIPS O F THE CONSTRUCTS AND THE 

PROPOSITIONS 

In developing the conceptual model, Fredricksonôs broaden-and-build 

theory is used. According to Fredrickson's theory, a number of positive emotions 

share the ability to broaden an individual's momentary thought-action repertoires 

through expanding the available array of the thoughts and actions that come to 

mind (Fredrickson, 1998, 2001; Fredrickson and Branigan, 2001) and these 

positive emotions support building the individual's personal resources. As 

Fredrickson (2001) suggests, this capacity to experience the positive is proposed 

to be central to one's ability to grow both mentally and psychologically. Similar 

to Fredricksonôs broaden-and-build theory (2001), Wright (2005) has pointed out 

the contribution of positivity to building and developing psychological resources 

and consequently to enhancing job performance. Wright (2005) suggests that this 

perspective may be effective in conceptualizing, operationalizing, and testing the 

ñhappy worker-productive workerò thesis. 

Ramlall (2008) tested whether work will be a significant source of 

happiness if the environment is appropriate to the employee and the employee 

has the ability to shape the environment that will create the happiness. The author 

found out that work is a significant contributor to oneôs happiness and allowing 

employees to contribute in creating a positive environment results in higher 
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levels of happiness among the workforce. Another significant factor contributing 

to an employeeôs happiness is oneôs level of optimism. It is figured out that being 

optimistic leads to an employeeôs satisfaction and commitment to the company, 

and even to the employeeôs happiness. Also in the same study, the researcher 

tested whether organizations with a more positive culture will provide an 

environment that enhances happiness, commitment, satisfaction, and ultimately, 

higher performance. Additionally, the author examined the extent to which 

employeesô respective organizational cultures are perceived as positive and 

instrumental in creating an environment that fosters commitment to the 

organization, employee satisfaction, and happiness, and leads to higher individual 

and firm performance. The results showed a positive relationship between 

organizational culture and performance. 

Over the years, in many studies OCB and satisfaction are used as 

outcome measures. Prior studies investigated these constructs both independently 

and within a relationship. The possibility of a moderating effect of positive 

emotion on the job satisfaction-job performance relation has been studied several 

times (Fisher and Hanna, 1931; Locke, 1976). Studies conducted in the past 

support that positive personality traits and emotional stability (Judge et al., 1999), 

and positive affect (Ilies et al., 2006) are positively related to job satisfaction 

(Judge et al., 2001; Wright, 2005). Also, job satisfaction has been identified as a 

predictor of organizational citizenship behavior (Ilies et al., 2006; Konovsky and 

Organ, 1996; Organ and Konovsky, 1989; Organ and Ryan, 1995). In other 

words, job satisfaction and OCB would seem to be particularly relevant outcomes 

to be assessed in positivity research.  

The first set of propositions involves the three types of relations 

employees can have with work (Bellah et al., 1985). It is expected that people 

with calling orientation would be more satisfied with their jobs and therefore 

engage in OCBs more compared to those with career or job orientations. Besides, 

personal work orientation is expected to have a direct influence on employeesô 

level of engagement in OCBs. Accordingly the propositions are: 

Å P1a: Employees work orientations will directly influence their OCBs. 

Å P1b: Employees with ñcallingò work orientations are more willing to 
engage in OCBs than those with ñjobò or ñcareerò orientations. 

Å P2a: Employees work orientations will have an indirect effect on OCB 

through job satisfaction. 

Å P2b: Employees with ñcallingò work orientations will be more satisfied 
with their jobs than those with ñjobò or ñcareerò orientations. 

In their study, Mercer and Bilson (1985) found out that there is a positive 

relationship between supportive organizational climate and employee outcomes 

such as organizational commitment and job satisfaction. Supportive 

organizational climate can be defined as the overall amount of perceived support 

employees receive from their immediate peers, other departments, and their 

supervisors. Perceived organizational climate is expected to have an impact on 

employeesô personal work orientations. Additionally, in previous studies, 

supportive climate was found to be positively associated with both satisfaction 
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and commitment. Specifically, it was figured out that employees who perceive 

the climate in their organizations to be more supportive are more likely to 

experience higher levels of psychological capital (PsyCap) which is a construct 

studied in the POB approach. Related propositions are: 

Å P3a: Employeesô perceived organizational climate will influence their 
personal work value orientations. 

Å P3b: When employees perceive organizational climate as supportive, 

they will have ñcallingò work value orientation. 

Å P4a: Employeesô perceived organizational climate will influence their 
level of job satisfaction. 

Å P4b: Supportive organizational climate will increase employeesô level of 

satisfaction. 

Å P5a: Employeesô perceived organizational climate will influence their 
level of engagement in OCBs. 

Å P5b: Supportive organizational climate will increase employeesô level of 
engagement in OCBs. 

 

Among various constructs that belong to the domain of POB, optimism 

about work and happiness at work are included in the conceptual model. These 

constructs are expected to influence the strengths of the proposed relationships 

and make them more robust and meaningful. Thus, they will have moderating 

effects as follows: 

Å P6a: Job satisfaction will have a stronger effect on OCB for the 

employees who are more optimistic about their work.  

Å P6b: Job satisfaction will have a stronger effect on OCB for the 

employees who are happier at work.  

Å P7a: Personal work orientations will have a stronger effect on OCB for 

the employees who are more optimistic about their work.  

Å P7b: Personal work orientations will have a stronger effect on OCB for 

the employees who are happier at work.  

Å P8a: Perceived organizational climate will have a stronger effect on OCB 

for the employees who are more optimistic about their work. 

Å P8b: Perceived organizational climate will have a stronger effect on OCB 

for the employees who are happier at work. 
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THE PROPOSED MODEL 

 
 

Figure 1. The Proposed Conceptual Model 

 

In this conceptual model, the constructs of perceived organizational 

climate, personal work orientations, job satisfaction and OCB are demonstrated 

as interrelated constructs; and the two constructs representative of the POB 

approach, optimism about work and happiness at work are included as 

moderators that strengthen the aforementioned relationships when they exist. 

According to Martin Seligman (1998), the recognized pioneer of the positive 

psychology movement, optimism is viewed as an attributional style that explains 

positive events through personal, permanent, and pervasive causes and negative 

events through external, temporary, and situation-specific ones. Carver and 

Scheier (2002) suggest that, as a result of these attributional or explanatory style 

differences, optimists build positive expectancies that motivate their goal pursuit 

and approach coping behavior in the future. Optimism is created, motivated, and 

developed in relation to the pursuit of personally valuable goals which makes the 

construct relevant to the personal work orientations of employees. Optimism is 

included in the POB approach due to its supported positive relationship with 

performance in various life domains (Peterson and Barrett, 1987; Prola and Stern, 

1984), especially the workplace (Luthans et al., 2005; Luthans et al., 2007; 

Seligman, 1998; Youssef and Luthans, 2007). 
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With respect to happiness at work, as Diener (2000) argues, happiness 

encompasses positive cognitions and emotions that result in subjective sense of 

well-being and general life satisfaction. There are several studies that have shown 

that happy individuals are successful across multiple life domains, including 

marriage, friendship, income, work performance, and health (Lyubomirsky et al., 

2005). It has been argued that the happiness-success link exists not only because 

success makes people happy, but also because positive affect engenders success. 

According to Wright (2005) well-being is the most relevant operationalization of 

happiness, which is also in line with positive psychology and its emphasis on 

health, well-being, flourishing, and actualizing one's potential. Luthans (2002b) 

suggests that well-being is related to the perception, emotional interpretation, and 

cognitive processing of events and situations rather than to actual conditions, 

which makes it particularly relevant to a broadened conceptualization of work 

related outcomes. 

Similar to ñhappy worker-productive workerò thesis, there are many 

more studies elaborating on the relationship between employeesô feelings and 

work-related outcomes. Wright and Cropanzano (2004) have found out that 

positive work behaviors have statistically significant relations to employee 

performance. Based on Fredrickson's broaden-and-build model, Wright et al. 

(2007) found that psychological well-being moderates the relation between job 

satisfaction and job performance. This finding is important to reach a conclusion 

for the inconsistent results of previous studies solely focusing on the job 

satisfaction-job performance relationship to explain the ñhappy worker-

productive workerò thesis. Recent empirical studies support the interaction 

between individual-level positive personality traits and states in predicting both 

the frequency and consistency of engaging in OCBs (Ilies et al., 2006). As 

Luthans et al. (2008) argue employeesô psychological capital is positively related 

to their performance, satisfaction, and commitment and a supportive climate is 

related to employeesô satisfaction and commitment. In their study, they have 

found out that employeesô psychological capital mediates the relationship 

between supportive climate and their performance. 

Perceived organizational climate, personal work orientations and job 

satisfaction all have an impact on employeesô level of engagement in OCBs. But 

in order to strengthen these relationships and have consistent results all over 

again, one should not solely focus on these relationships but also consider the 

moderating role of positive organizational behavior constructs like happiness at 

work and optimism about work. 

CONCLUSION 

The present paper proposed a conceptual model that places constructs of 

perceived organizational climate, work value orientations, job satisfaction, 

organizational citizenship behavior (OCB) and positive organizational behavior 

(POB) in a single and coherent framework which is hoped to be instrumental in 

better understanding of factors that contribute to desired work related outcomes. 

Prior research has also investigated the relationships among the constructs 
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included in the proposed model; however, a unique contribution of the present 

article is that it adopts positivity approach in the formulation of the conceptual 

model. As Youssef and Luthans (2007) point out, positive psychology and its 

recent application to the workplace as POB simply attempts to emphasize the 

importance of positive constructs, such as positive affectivity (PA), positive 

reinforcement, procedural justice, job satisfaction and commitment, prosocial and 

organizational citizenship behaviors, core self-evaluations, etc. This paper 

specifically elaborates on the moderating role of two positivity constructs, 

optimism and happiness, on the relationship between perceived organizational 

climate and personal work orientations with job satisfaction and OCBs. As 

Ramlall (2008) suggests, since positiveness, happiness, and organizational 

outcomes are interrelated, leading scholars on POB believe that positiveness and 

happiness should preoccupy not only philosophers and psychologists, but also 

managers and organizational leaders. The proposed conceptual model would be 

beneficial to both academics by providing fruitful empiric research avenues and 

to practitioners by directing them in recruitment, training and career development 

processes. One may get the impression that, it is commonsense to include POB 

constructs in the model. However, the ñhappy worker-productive workerò thesis 

has been falsified many times throughout the literature; thus the commonsense 

issues should not be taken for granted and should be subjected to empirical 

testing. 
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THE EQUITY IN ATHLET ICS DISCLOSURE ACT AND 

THE ACCOUNTING INFOR MATION: IS 

INFORMATION  RESULTING IN MORE EQU ITY?  
 

Carol Sullivan 

Texas Wesleyan University 

 
ABSTRACT: The purpose of this study is to examine whether the new 

accounting information has been effective in creating more equity for women in 

collegiate athletics as well as to offer some ways to improve financial 

information communication for the new NCAA ñDash Boardò financial analyses. 

The basic conclusion of this research is that the accounting information 

disclosure requirements of the Equity in Athletics Disclosure Act has indeed 

improved the substantive proportionality overall. EADA financial reporting 

requirements have created metrics for enforcement Title IX. Analyses from this 

study can also be used to provide important information for the NCAAôs new 

ñDash Boardò financial information. This information may be useful as 

institutions/athletic directors/coaches are required to make managerial decisions 

to create more equity in their athletic programs. 

INTRODUCTION  

Title IX is important educational equity legislation for women because it 

prohibits gender discrimination under any educational program or activity 

receiving federal financial assistance. However, the enforcement of this 

regulation has been marginal at best. In 1994, the Equity in Athletics Disclosure 

Act was legislated as a way to provide more measurement and accountability for 

Title IX regulation related to National Collegiate Athletic Association (NCAA) 

sports. The purpose of this study is to examine whether the new accounting 

information has been effective in creating more equity for women in collegiate 

athletics as well as to offer some ways to improve financial information 

communication for the new NCAA ñDash Boardò financial analyses.  

This research is primarily motivated by Joel Demskiôs admonitions in his 

2007 Accounting Horizonôs article, ñIs Accounting an Academic Discipline?ò 

Some themes found in this article are 1) innovation is close to nonexistent with 

accounting research, 2) few researchers actually ñtouchò the data, and 3) virtually 

no issue in accounting would exist were it not for managementôs behavior. Dr. 

Demski ends the article by encouraging people, ñDonôt play the game, redefine 

the gameò. This encouragement motivated this research because not one article 

could be found about the Equity in Athletics Disclosure Act (hereafter, EADA) 

in the course of reviewing both the accounting literature and ABI Inform despite 

its importance in terms of education.   

Another motivating factor for the research is Hunterôs (2008) ñEthics: 

The Framework for Successò article. He questions whether people can replace an 
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emphasis of ósucceeding at all costsô with ósucceeding the right wayô. In this 

article, Hunter discusses Santa Clara Universityôs ñFramework for Thinking 

Ethicallyò and encourages decision makers to 1) be sensitive to ethical issues, 2) 

explore ethical aspects of a decision, 3) weigh the considerations that impact a 

course of action, and 4) have the moral courage to make the right ethical choice.  

Title IX is an ethical issue for many people (both men and women) that 

are involved with it. Yet agency theory often impedes the social justice element 

of this regulation because there is such an emphasis on the menôs athletic 

programs to excel in higher education. Jenson and Meckling (1976) describe the 

problem when there is a significant difference between the principalôs interest 

and the agentôs interest. The Title IX application of this theory is that society 

members (or at least United States legislators) have deemed that women should 

be provided the same educational opportunities as men by passing this equal 

rights legislation. While society serves as the principal in this situation, athletic 

directors and football coaches (and perhaps other male sport coaches as well) are 

the agents whose interest involves creating winning teams and keeping their jobs. 

Spreading economic resources to the womenôs sports may decrease their 

effectiveness and jeopardize their teamsô chance for success and/or their jobs. 

Will these athletic directors/coaches act in their own best interests or will they 

adhere to the regulation to create educational equity? 

Two more important accounting articles are the accounting literature 

review foundation for this research. Kren and Liao (1988) reviewed the 

accounting literature for evidence related to the role of accounting information in 

the control of organizations. Their conclusion was that the role of the information 

system was critical because the accounting system is often the ñprimary source of 

both decision-facilitating and decision-influencing activitiesò. Finally, Kaplan 

and Norton (1992) is important research related to using a ñbalanced scorecard to 

identify, communicate, and implement strategy within an organizationò. While 

many people involved with university athletics are very focused on win-loss 

records, the motivation for this research is to get people more interested in 

broader societal benefits of college sports as well as examine whether new 

accounting information has helped identify and communicate deficiencies with 

Title IX compliance. With that information, institutions and individuals can 

better implement strategies for better equity and compliance with Title IX.  

BACKGROUND LEGISLATI ON AND TITLE IX  

Legislation related to better equity had been a part of regulatory activity; 

however, the Title IX legislation has its own place in history for women. Title VI 

of the Civil Rights Act of 1964 prohibited discrimination in federally assisted 

programs, but only on the basis of race, color, and national origin ï not gender. 

More equity was regulated with Title VII of the Civil Rights Act whereby 

discrimination in employment on the basis of race, color, religion, national 

origin, and sex was prohibited ï but it excluded educational institutions. The 

Equal Pay Act prohibited salary discrimination on the basis of gender, but 

excluded professional and administrative employees like professors and coaches. 
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Finally, the 14
th
 Amendment of the Constitution provides all persons ñequal 

protection under the lawsò, but the Supreme Court had never ruled in favor of 

women for any case involving women in education before the Title IX 

legislation. One example of the educational environment for women during the 

1960ôs was that  the state of Virginia denied admission to over 21,000 female 

applicants to its higher education institutions over a 3-year period of time while 

no men were denied admission during this same period ï this imbalance was 

considered legal.  

Title IX of the Education Amendments of 1972 to the 1964 Civil Rights 

Act states that ñno person in the United States shall, on the basis of sexò 

- Be excluded from participation in, 

- Be denied the benefits of 

- Be subjected to discrimination 

under any education program or activity receiving Federal financial assistance.ò 

While most people think of this legislation in terms of social justice for athletics, 

it was actually intended to address civil rights and access to all educational 

programs. 

The applications of Title IX legislation involve three main areas: 1) 

participation ï women are provided an equitable opportunity to participate in 

sports, but not necessarily with the identical sports, 2) scholarships ï if there is a 

$200,000 scholarship budget, then the budget must be split equally for the same 

number of athletes involved, and 3) other benefits ï equal treatment in terms of 

equipment, scheduling, travel allowances, tutoring access, coaching, locker 

rooms and other facilities, medical care, publicity, recruitment, and support 

services.  

During the Bush administration, the Title IX legislation was weakened 

with some ñclarificationsò from the Department of Education in 2005. A ñThree-

Prongò Test was used to test for compliance: 1) participation substantially 

proportionate to respective rates of male/female enrollments, 2) a demonstration 

of history and continuing practice of program expansion for the underrepresented 

sex, and 3) a survey that shows that the institution ñfully and effectively 

accommodates the interests and abilities of the underrepresented sex.ò 

THE EQUITY IN ATHLET ICS DISCLOSURE ACT OF 1994 

ñTwenty years is too long to wait for enforcement of a new law passed 

by Congress. It is clear that neither the NCAA nor colleges are going to do the 

right thing anytime soonò, said Representative Cardiss Collins. As Chairwoman 

of the House Energy and Commerce Subcommittee on Commerce, Consumer 

Protection, and Competitiveness), Representative Collins introduced H.R. 921 

(Equity in Athletics Disclosure Act) on the same day. It was modeled after the 

Student Right to Know Act and required disclosure of both participation rates by 

gender as well as financial information also delineated by gender.  

This Equity in Athletics Disclosure Act (EADA) legislation was very 

controversial and many schools did not comply with the new disclosure 
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mandates. In Sullivanôs (2002) research with the EADA financial reports, 

numerous accounting errors were detected. A more recent investigation by The 

USA Today (2005) also found that 1/3 of the 2003-04 revenue and expense 

reports contained errors too. A call for more accountability was a theme of both 

projects.  

The Government Accountability Office (GAO) became involved in 2007 

by studying recent trends in teams and participants in NCAA Sports. They found 

that there had been significant gains in the number of womenôs teams while the 

menôs teams showed mixed or small numbers of changes. The GAO also found 

that womenôs participation increased, but that menôs participation levels were 

greater in both absolute terms and relative to their respective enrollments.  

The purpose of this current study is to examine participation rates and 

financial information provided by the EADA reports more deeply than the 

GAOôs most recent study. Relating this information to both the accounting 

literature (managerial behavior, agency theory, and the balanced scorecard) and 

regulatory literature is a goal of the study. The theme that the information system 

is critical for decision-influencing behavior is also important with the EADA 

information provided by the institutions.  

RESEARCH QUESTIONS AND METHODOLOGY  

The research questions to be studied with the project are as follows: 

1) Have institutions complied with Title IX regulations more effectively 

since the Equity in Athletics Act (EADA) reports have been required? 

2) Are there any systematic areas of compliance or noncompliance based 

on the participation rates analyzed by conference, states, divisions, 

and schools? 

3) Is there a difference between the schools that have been reporting their 

EADA information since 1996 and the schools that started reporting 

in 2002? 

The research methodology involves gathering regulatory compliance 

data with EADA reports first. This data is collected by the Department of 

Education and then put into a database. This database information is then 

published on the Chronicle of Higher Education website. For this project, data 

related to the participation rates were collected from 974 colleges and 

universities. Longitudinal information from the 1996-1997 is used when 

available and the last year of data is the 2006-2007 academic year.  

RESULTS 

Overall Trends: An analysis of average substantive proportionality and 

the trend was conducted. Substantive proportionality is based on the proportion 

of female/male athletes to the proportion of female/male students attending the 

school. For example, if the proportion of female/male students is 40%/60% and 

the proportion of female/male athletes is 25%/75%, then the substantive 

proportionality would be -15%.  The information related to aggregate results is 

summarized in Table 1. 
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Table 1 ï Overall Results of Substantive Proportionality for All Schools 
1996 1997 1998 1999 2000 2001 2002 

-14.57 -13.85 -13.88 -11.18 -10.74 -10.48 -14.64 

       

2003 2004 2005 2006 Average Trend  

-13.17 -13.04 -12.97 -12.88 -13.74 -2.09  

 

Of the 974 schools, there were 630 decreases in substantive 

proportionality, 343 increases, and one school remained the same. The average 

imbalance decrease for each institution over the periods was 2.09%. Please note 

how the imbalances were decreasing significantly until 2002 and then there was a 

spike in results. This spike reflects a group of schools that did not report until 

2002 and their imbalances tend to be higher. More information related to this 

spike will be reported as the third research question is investigated. While 

hypothesis testing has not been done, the results seem to indicate that the Equity 

in Athletics Disclosure Act reports do effectively create more gender equity 

compliance at the institutions.  

Systematic Areas of Compliance and Noncompliance: Summary 

descriptive results are used to provide information related to systematic areas of 

compliance and noncompliance by conference, by states, and by individual 

schools. These determinations were made by first calculating overall averages 

during the entire period for each school and then averaging the results by 

conference and states. 

Preliminary results for the 10 conferences with the smallest substantive 

proportionality imbalances as compared to the 10 conferences with the largest 

substantive proportionality imbalances are found in Table 2.  

As one can quickly notice, there is a big gap between the overall 

substantive proportionality among these conferences. It is hard to believe that the 

conferences with such large imbalances are seriously trying to comply with Title 

IX regulations because these numbers represent multiple team results over a 

number of years.  There is a possibility that these imbalances are caused by 

cultural disinterest among women in a particular area; therefore, analysis of 

substantive proportionality by state is conducted. 

Preliminary results for the 10 states with the smallest substantive 

proportionality imbalances as compared to the 10 states with the largest 

substantive proportionality imbalances are found in Table 3.  

While many of the smallest imbalance states are in the New England 

area, it is interesting to note that some areas of the country have different 

substantive proportionality than their respective geographic conferences. For 

example, schools in the Atlantic Coast conference (a conference with small 

imbalances) may be at a competitive disadvantage because the overall state of 

North Carolina has a much larger imbalance. The last set of analyses related to 

systematic areas of compliance and noncompliance is with the individual 

schools. 
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Table 2 ï Conferences with Smallest Imbalances vs. Conferences with the 

Largest Imbalances 

Smallest Imbalance 

Conferences 

Amount Largest Imbalance 

Conferences 

Amount 

New England Women & 

Menôs  

-3.06 Mid-America 

Intercollegiate 

-25.57 

California Collegiate 

Athletic  

-4.13 Gulf South Conference -24.43 

Liberty League -4.51 South Atlantic Conference -24.10 

Big 10  -4.75 Lone Star Conference -22.48 

Patriot League -4.87 Great South Athletic 

Conference 

-22.16 

Big West  -5.15 Southwestern Athletic 

Conference 

-22.06 

North Athletic Conference -5.70 Southern Intercollegiate 

Conference 

-22.00 

America East Conference -5.78 Mid-Eastern Athletic 

Conference 

-21.69 

Atlantic Coast Conference -6.04 Northern Athletics 

Conference 

-21.67 

Ivy League -6.34 Central Intercollegiate 

Conference 

-21.09 

 

 

Table 3 ï States with Smallest Imbalances vs. States with the Largest 

Imbalances                                      

Smallest 

Imbalance States 

Amounts Largest 

Imbalance 

States 

Amounts 

Vermont -4.98 Mississippi -22.09 

Nevada -5.42 South Dakota -21.61 

Wyoming -5.76 New Mexico -20.47 

Utah -7.35 Arkansas -20.12 

California -7.72 Louisiana -19.41 

New Hampshire -7.81 Alabama -19.05 

Washington -8.18 Oklahoma -18.71 

Montana -8.85 Georgia -18.45 

Maine -9.08 North Carolina -17.74 

Rhode Island -10.17 Iowa -17.68 
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Longitudinal data of substantive proportionality results from each 

individual institution was averaged for the analyses by colleges or universities. 

The 10 schools with the smallest imbalances as compared to the 10 institutions 

with the largest imbalances are summarized in Table 4. 

 

Table 4 ï Schools with Smallest Imbalances vs. Schools with the Largest 

Imbalances 

 Smallest 

Imbalance Schools 

Amounts Largest Imbalance 

Schools 

Amounts 

Daniel Webster College +  9.22 U. of Mary-Hardin 

Baylor 

-38.68 

Lesley University +  9.28 Winston-Salem State 

University 

-37.18 

Polytechnic University +10.05 University of West 

Alabama 

-34.78 

NJ Institute of Technology +10.79 Presentation College -34.63 

Stevens Institute of 

Technology 

+13.86 Valdosta State -34.62 

Florida Institute of 

Technology 

+14.34 University of West 

Georgia 

-34.05 

Wentworth Institute of 

Technology 

+14.35 Carson-Newman College -33.78 

MA Maritime Academy +15.35 Rivier College -33.63 

Penn State - Erie +17.40 Upper Iowa University -33.32 

Utah Valley State College +17.78 Missouri Western State 

University 

-32.95 

  

The biggest finding with respect to these comparisons is that there seem 

to be big differences among schools in terms of substantive proportionality and 

that is a reflection of their compliance/noncompliance with Title IX.  

Analysis of Fully Disclosed EADA Information vs. Partially Disclosed EADA 

Information 

The final research question relates to Kren and Liaoôs (1988) research 

that asserts that the accounting system is a primary source of both decision-

facilitating and decision-influencing activities. As the data was being collected, it 

was interesting to note that some schools reported information from the first year 

of required reporting, 1996. Other schools waited until 2002 for some reason. 

While a hypothesis is not formally tested in this paper, overall substantive 

proportionality averages were calculated and a comparison is made. The results 

are found in Table 5.  

From these results, it seems like some schools who reported their EADA 

information from the first year of required disclosure (1996) either had lower 

imbalances in the first place and were more willing to disclose the information or 

they made decisions over the course of time to decrease the imbalances. More 
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analyses is necessary to determine if there are any significant differences 

between the institutions that fully disclosed their EADA information and the 

schools that only partially disclosed the information. 

 

Table 5 ï Average Substantive Proportionality: Full vs. Partial Disclosure 

Schools 

Type of Disclosure Substantive Proportionality 

Full -10.97 

Partial ï results were not submitted 

until 2002 

-15.04 

 

LIMITATIONS AND CONC LUDING REMARKS  

One important limitation for the research involves the ñgarbage-in, 

garbage-outò problem often associated with data. If the data found in the EADA 

reports are in error, then the results of these analyses may also be in error. Since 

reliability of accounting information is considered to be very important in other 

areas of financial reporting, one hope is that the athletic departments will allow 

accountants to get involved with activities and receive benefits of their expertise.   

Another limitation for the study involves the third prong for the ñThree-

Prongò test ï are the women who go to college really interested in also playing 

sports? Would they be interested in getting involved in sports (i.e., gymnastics, 

figure skating, dance, and cheerleading) that are not currently being offered by 

these institutions? Or, are there other women athletes that never attend college 

because the programs were not in place and there were no scholarship 

opportunities? Will financial incentives actually produce compliance with Title 

IX goals or is there some inherent limitation associated with womenôs 

participation at the university level? 

The basic conclusion of this research is that the accounting information 

disclosure requirements of the Equity in Athletics Disclosure Act has indeed 

improved the substantive proportionality overall. EADA financial reporting 

requirements have created metrics for enforcement Title IX. Analyses from this 

study can also be used to provide important information for the NCAAôs new 

ñDash Boardò financial information. This information may be useful as 

institutions/athletic directors/coaches are required to make managerial decisions 

to create more equity in their athletic programs. 
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ABSTRACT:  This article examines the relationship between the ancient, 

cardinal virtues and effective business leadership in a 21
st
 century global context.  

Empirical research, the numerous ethical failures of business leaders, and recent 

catastrophic events in the global economic system highlight the critical 

importance of ethical concerns like financial transparency, and personal and 

corporate integrity.  Additionally, recent literature argues that business leaders, 

who draw from a fund of personal integrity and infuse their companies with an 

ethical culture afford their company a competitive advantage.  In spite of the 

emerging consensus around the critical importance of virtue to sustained business 

success, there remains considerable confusion as to what is meant by virtue, how 

virtue relates to the practice of business, and how best to teach virtue to business 

leaders.  This paper provides a working definition of virtue, explores the seven, 

historic cardinal virtues (faith, hope, love, prudence, justice, fortitude and 

temperance), and illustrates how each contributes to effective business 

leadership.  It is argued that a virtue-oriented curriculum is well suited to equip 

business leaders for effectiveness in a global context.  

INTRODUCTION: DOES V IRTUE MATTER?  

There is a heightened interest in virtue, especially as it relates to leading 

in the public sphere.  The National Leadership Index 2006 (Pittinsky et al., 2005) 

found that more than seven in ten Americans agree or strongly agree that there is 

a leadership crisis in America today.  Americans say they have more than a 

moderate amount of confidence in only two of the 11 sectors of American 

society: the military and medicine. All other sectors of leadership, including 

business, fail to win even a moderate amount of confidence.  Noted UCLA 

professor and ethicist James Q. Wilson (1995) has argued that the concerns of 

personal virtue and many of the crucial public policy issues of our day are 

inseparably linked.  ñIn the long run,ò observes Wilson, ñthe public interest 

depends on private virtueò (p. 23).  Even the National Football League is placing 

an emphasis on character.  As NFL Commissioner Roger Goodell reflected, 

ñFrom here on forward, I wonder if there will be as many (risky) character guys 

coming out of collegeé. Character could cost you millions and millions of 

dollarsò (Seeholzer, 2007).   

The recent business literature has increasingly made the case that virtue 

(integrity and moral character) is good for business.  Publications like The 

Journal of Business Ethics and Business Ethics Quarterly are devoted to the 

application of ethics in the workplace. Popular books devoted to character and 

ethics in the workplace have been published in the last decade (see Badaracco, 
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1997; Cloud, 2006; Collins, 2001a; Newton, 2006; Terris, 2006).  The literature 

also argues that moral corruption, greed and the abuse of power diminish the 

effectiveness of business organizations (Englebrecht et al., 2005; Garofalo, et al., 

2001; Koehn, 1998, 2001).   

WHAT SHOULD WE EXPEC T FROM BUSINESS LEADERS? 

Barbara Kellerman, (2004) research director of the Center for Public 

Leadership at Harvardôs John F. Kennedy School of Government, gives voice to 

our collective ambivalence about the relationship between virtue and leadership. 

She notes that while we want to believe that good leaders are ñpersons of merit, 

or at least of good intentions, it almost seems that by definition bad people 

cannot be good leadersò (p. 41).  She argues, however, that while the leadership 

literature is fixated on ñblemish freeò leaders the reality is that our leaders are 

flawed human beings.   

 

It is impossible to deny that bad or at least unworthy people 

often occupy and successfully fill top leadership positions, and it 

is high time leadership experts acknowledge the 

factéCapricious, murderous, high-handed, corrupt, and evil 

leaders are effective and everywhereðexcept in the literature of 

business leadership (p. 42, 43).  

 

Kellerman traces this trend to James MacGregor Burnsô 1978 work 

Leadership, which, she notes, assumes that ñto be a leader is, by definition, to be 

benevolentò (p. 44).  Kellerman does us a service by reminding us that we cannot 

remain willfully blind to the realities of the human condition.  Leadership, at 

least as the literature has conceptualized it over the last two decades, leaves little 

room for human frailty, doubts, mistakes, confusion or limitations.  But, her 

affirmation that ñleadership is not a moral conceptò (p. 45) bears scrutiny.  While 

she may be technically correct, (depending on oneôs definition of leadership), we 

have learned the hard way that a leaderôs virtue does indeed matter.  The mere 

mention of Enron, Arthur Anderson, 3Com and Global Crossing evoke images of 

catastrophic ñvirtue failureò on the part of top leaders.   

THE ANCIENT FOUNDATI ONS OF VIRTUE 

Plato (428-347 BC) and Aristotle (384-322 BC) created much of our 

vocabulary of virtue. Specifically, they embraced prudence (practical wisdom), 

justice (fairness), fortitude (courage), and temperance (moderation) as the moral 

bonds of civic life.  For them, virtue was no mere philosophical consideration.  

Rather, virtue was understood in terms of concrete actions that were visible and 

useful for the community. It is noteworthy that the English term virtue, from 

which we derive virile and valor, is from the Latin virtus meaning ñstrength.ò In 

this sense, virtue is moral strength placed in service of others.  The Greeks 

viewed virtue as a concrete moral force, the capacity to do something ñgoodò and 

to keep doing it over time.  (Our term ethics comes from the Greek ethos 
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meaning habit). Virtue was so ingrained in a personôs responses to life that they 

were moral reflexes flowing almost automatically from oneôs essential nature, 

governing oneôs intellect, will and emotions.  Virtue was not a given of birth or 

instinct, but must be learned and reinforced (hence, education centered on 

training in virtue).   

The other great source of virtue language is Judeo-Christian, especially 

the virtues of faith, hope and love emphasized by St. Paul.  Thomas Aquinas 

(1989) integrated the four Greek virtues with these ñtheological virtuesò and 

called them ñcardinal virtues.ò The term cardinal comes from the Latin cardo 

meaning a ñhingeò and so the fixed moral point on which all other virtue turns.  

These seven virtues flowed together into a moral amalgam that shaped 

theological, educational and civic life in Western Europe for almost fifteen 

centuries.  

A 20TH CENTURY DETOU R 

The conversation around virtue took a surprising turn early in the 20th 

century when Gordon Allport, the one-time president of the American 

Psychological Association and one of the most influential psychologists of the 

last century, almost single-handedly banished the terms ñcharacterò and ñvirtueò 

from the academic discourse (Nicholson, 1998).  Allport (1921, 1927) correctly 

recognized that character and virtue are value-laden concepts and thus by his way 

of thinking a ñmessy business.ò  As he put it, morality introduces an ñextra and 

uncertain variableò into the empirical study of personality. Accordingly, he 

replaced the idea of moral character with the concept of value-neutral ñtraits of 

characterò or ñpersonality characteristics.ò Allport (1927) argued that human 

behavior was best understood as a manifestation of the individualôs ñhabit 

systemò composed of traits that prompted certain kinds of behaviors.  Because 

character was a value-laden construct, it was relegated to the realm of 

philosophers and religious leaders, while the empirical community focused on 

the study of personality traits to the neglect of virtue and moral character.  

THE RESURGENCE OF VIRTUE 

As empirical social science was banishing virtue from its vocabulary, 

moral philosophers, especially those devoted to the study of virtue ethics kept the 

concept of virtue alive.  Virtue ethicist Elisabeth Anscombe (1958) called for a 

return to an Aristotelian approach to such ideas as ñgoodò and ñbad,ò human 

nature, motives, moral character, virtue and human flourishing. Her ideas served 

as a stimulus for the work of Alasdair MacIntyre (1984), Rosilind Hursthouse 

(2001) and Philippa Foot (2003).  Virtue ethics is alive and well in religious 

traditions and has recently found traction in works on business ethics (see 

Maitland, 1997; Boatright, 2000; Rae & Wong, 2004).   

In 1998 a watershed moment occurred in the field of psychology when 

University of Pennsylvania psychologist Martin Seligman delivered his 

presidential address to the American Psychological Association. Seligmanôs 

speech launched the positive psychology movement, which seeks to empirically 
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study the conditions under which human flourishing takes place. The movement 

places emphasis on human strengths like optimism, courage, future-mindedness, 

hope, faith and honesty.  Seligman (2005) calls these human strengths ñvirtues,ò 

in effect, reversing almost seven decades of value-neutral language in the 

empirical study of traits.   

The literature is consistent with this renewed emphasis on virtue, arguing 

that business leadership is an inherently ethical pursuit.  Effective leaders adhere 

to high ethical standards and behave in ways congruent with those standards 

(Parry & Proctor-Thomson, 2002). Moral integrity, conceptualized as a character 

of uncorrupted virtue (Montefiore & Vines, 1999), and leadership performance 

are inseparably bound in the eyes of followers (Kouzes & Posner, 1993; 

Engelbrecht, et al., 2005). The leadership characteristics most valued by 

followers, as well as other stakeholders, are honesty, integrity and truthfulness 

(Kouzes & Posner, 1987, 1993).  Ethical behavior on the part of leaders 

contributes to employee commitment and satisfaction, and attracts and retains the 

best employees (Trevino et al., 2000).  Integrity on the part of leaders fosters 

trust and ñgood citizenshipò behaviors on the part of employees, which in turn 

contributes to the effectiveness of the organization (Organ & Ryan, 1995). 

VIRTUE IN A GLOBAL C ONTEXT  

The last two decades have seen a resurgence of literature agreeing with 

the classical Greeks that virtue is constitutionally groundedðpart of human 

nature, and thus universal and not merely contextual. As MacIntyre argues in 

After Virtue (1984), ñthe Aristotelian moral tradition is the best example we 

possess of a tradition whose adherents are rationally entitled to a high measure of 

confidence in its epistemological and moral resourcesò (p. 277).  Hursthouse 

(2001) argues for a single set of character traits that are ñnaturalò to human 

beings, and that if present in individuals and societies, contribute to the welfare 

and functioning of the group or community. Hofstede (1980,1997) argues that 

friendship, love, ownership, work, and fairness in exchange are universal values 

found in diverse cultures around the globe.  And with reference to vice, it is of 

note that Garofalo et al. (2001) fount that corruption is universally acknowledged 

as such.  

Peterson and Seligman (2004) make a persuasive case for the global 

relevance of virtue.  On the basis of extensive historical and cross-cultural 

reviews, the authors present a classification of six primary virtues and 24 

character strengths.  They note that these ñHigh Sixò virtues are ñubiquitously 

recognized and valuedò across time and across cultures, such that they border on 

the universal.  The six are wisdom, courage, humanity, justice, temperance and 

transcendenceò (p. 15).  These virtus (remarkably similar to the cardinal virtues) 

must be present at ñabove thresholdò levels for an individual to be deemed of 

ñgood character.ò The ubiquitous nature of virtue does not mean that virtue is 

similarly expressed in diverse cultural contexts.  According to Rachels (1999), 

while the application of virtue may differ from culture to culture, the fact of 

virtue does not.  
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Even in the most disparate societies, people face the same basic 

problems and have the same basic needséit may be true that in 

different societies the virtues are given somewhat different 

interpretations, and different sorts of actions are counted as 

satisfying them:  and it may be true that some people, because 

they lead particular sorts of lives in particular sorts of 

circumstances, will have need of some virtues more than others.  

But it cannot be right to say simply that whether any particular 

character trait is a virtue is never anything more than a matter of 

social convention.  The major virtues are mandated not by social 

convention but by the basic facts about our common human 

condition (pp. 186-187).   

 

Consequently, while the concept of virtue is ubiquitous, the social 

customs and practices through which they are expressed may vary considerably 

(Clegg & Redding, 1990; Steidlmeier, 1995).  

THE CARDI NAL VIRTUES AND BUSINESS LEADE RSHIP 

Prudence: The human capacity to perceive reality is limited and skewed.  

Prudence at least partially corrects for this.  Prudence is a combination of 

foresight, humility and rationality put in service of ñthe good.ò  Prudence is 

manifested in four dimensions.  First, prudence is displayed in practical 

discernment.  Prudence sees.  It enters circumstance with ñeyes wide open.ò It is 

the virtue of realism, objectivity and insight, especially in unexpected or 

unprecedented circumstances.  Prudence shines in situations lacking rulebooks, 

and where decisive action must be taken.  Second, prudence is humble in that it 

recognizes its limits and seeks to learn from others.   The prudent person is open-

minded and recognizes the diverse and complex nature of reality. Third, 

prudence is a fitting response to the demands of reality set before us.  According 

to Pieper (1966), ñPrudence implies a transformation of the knowledge of truth 

into decisions corresponding to realityéò (p. 162).  The prudent person 

recognizes that a particular course of action is the right, worthy and noble thing 

to do.  Fourth, prudence is future oriented. Our term prudence is related to the 

Latin providentia, which means foresight.  The prudent person is forward 

looking.  He or she anticipates whether a course of action will achieve a 

particular end and respects the future state that oneôs decisions and actions will 

likely cause.  

Prudence shines in the volatility, uncertainty, complexity and ambiguity 

that mark the global business context.  Global leaders must stay effective in a 

variety of situations, none of which is exactly alike, and few of which call for 

ñpre-packagedò responses based on formal rules. They must make sound 

decisions in contexts full of contingency, constraint, obstacles, opportunities, 

competing interests, unprecedented change, novel circumstances and systemic 

change.  Prudent business leaders get to the bottom of ñwhatôs going on here,ò 
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and choose a course of action that is fitting and appropriate for the situation.  

They are realistic. They respond to things as they are, not as they wish them to 

be, or mistakenly perceive them to be. They make sound decisions. They balance 

the pursuit of long-term goals with the necessities of the moment, and harmonize 

the conflicting goals and expectations of various segments of the companyð

employees, customers, shareholders and other constituents.   They see the critical 

variables in a situation, translate what they see into a plan of action, and execute 

the plan of action in the midst of fluid circumstances. They are future-oriented. 

They recognize what constitutes a good outcome and what does not, and act in a 

manner that avoids the one and secures the other. And perhaps most importantly, 

prudent leaders adopt a humble, learnerôs stance toward life and the business 

enterpriseðan exceptionally valuable asset in a global marketplace.  

Lacking prudence, the leaderôs good intentions may be undermined by 

thoughtlessness, insensitivity, shortsightedness, or self-centeredness (the 

assumption that others probably want and like what I want and like).  The leader 

who lacks prudence may be mistaken as to what is beneficial or harmful in a 

particular situation.  In a global leadership context full of contingency and 

competing agendas, the immediate imperative for the business leader is ñbe 

prudent.ò 

Justice: Justice governs the relationship of individuals to one another, 

individuals to the community, and the community to individuals.  Justice carries 

the ideas of fairness, equality, equity and proportionality, especially in oneôs day-

to-day dealings with ñneighbors.ò Justice involves the willingness to take into 

account the rights, concerns and feelings of others.  It is the moral habit of 

entering into the reality of ñthe otherò and securing for that person what is 

ñrightfully dueò to them. This disposition to value the interests of the ñotherò 

does not come naturally.  We are in bondage to self-interest, and consequently 

find it difficult to rise above the insecurity and anxiety that fuel our quest for 

personal gain, power and preeminence. Compte-Sponville (2001) calls justice 

ñequals without egosò (p. 72) in that it makes irrelevant discrepancies in power, 

intelligence and social standing.   

The exercise of justice is foundational to effective business leadership in 

a global context. Business leaders depend on a high level of participation and 

collaborative effort from a diverse range of employees, shareholders and 

stakeholders.  And this in turn depends on the exercise of justice to create a 

harmonious, properly ordered, respectful and ñfairò place in which all that have a 

stake in the organization are free to fully contribute to its welfare and progress.   

ñProperly orderedò does not mean  ñwell organized.ò Rather, it refers to an 

organization that pursues and manifests equitable order and honest exchange.  

The just leader insures that organization members, consumers, constituents and 

others are dealt with such that each gets her ñproper due,ò what he rightfully 

deserves given the fact that they are human beings with gifts and strengths, 

legitimate needs and expectations.  Just leaders see to it that no member of the 

organization or its constituencies usurps the rightful place and contribution of 

others, and that everyone who has a stake in the organization is given appropriate 
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access to resources, information and opportunities. The imperative of justice 

imposes on leaders a moral obligation that can never be fully or perfectly 

acquitted.  The pursuit of justice is always a process, and often a messy and noisy 

one at that.  The dynamic equation of merit and need, dependence, independence 

and interdependence, differential ability and diverse contribution is in a constant 

state of flux, and the balance scales of justice must be regularly recalibrated.  In 

this fluid context, the business leaderôs highest contribution to justice may be to 

arrange for a civil and respectful dialogue around the varied expectations of 

employees, customers and constituents as to what constitutes a ñproperly 

orderedò organization, coupled with the readiness to reconsider what may be the 

ñproper dueò of others.   

If injustice prevails, if employees and others are not respected but are 

ignored, or forced to operate on a playing field that is tilted in favor of the 

leaderôs self-interest, trust, which is the fuel of collaboration, is eroded.  No 

business organization can survive let alone compete if it lacks the trust of 

employees, customers, shareholders and constituents.  

Fortitude : Fortitude is firmness of spirit, constancy under difficulty.  

Fortitude willingly assumes risk and embraces vulnerability in service of the 

ñgood.ò Fortitude is that which advances the individual in the face of hardship, 

emotional turmoil, physical harm, risk of loss of dignity, reputation, finances, 

health, position, even life itself. Fortitude is not blind or deaf to risk and danger.  

Its essence lies not in lacking fearðit is not the adrenaline rush of the risk-taker, 

but in knowing fear and not allowing it to force us into complicity with evil, or to 

be kept by fear from the pursuit of the good.  Fortitude is demonstrated in two 

waysðadvance and endurance.  Fortitude takes the initiative to act in spite of the 

risk associated with the action.  Fortitude is also demonstrated in bearing up and 

enduring under lifeôs pain and pressures, especially those associated with pursuit 

of a noble cause.   

The exercise of fortitude is foundational to effective business leadership 

in a global context.  Business leaders operate in an environment typified by 

opposition and risk.  To stay effective, they must win the inner battle over human 

frailty and the temptation to choose security over service.  Leaders with fortitude 

acknowledge their vulnerability, face their fears, and meet difficulty and danger 

with equanimity.  McCall (1998) notes that effective global executives have 

ñéthe courage to take risks.ò  The business leader with fortitude possesses the 

inner strength to act according to the dictates of his or her conscience, even in the 

face of opposition, whether internal as in facing oneôs own fear, or external as in 

facing the real threat of danger or loss. This means that the courageous business 

leader is well equipped to make difficult decisions, take unpopular stands, act 

when others hesitate, and pursue a difficult course of action.     

ñWithout courage,ò writes Compte-Sponville (2001) ñwe cannot hold out 

against the worst in ourselves and othersò (p. 50).  Leaders lacking courage 

capitulate to their fears and succumb to the temptation to ñfit in,ò ñgo along to get 

along,ò and generally to avoid the risk of loss. Without fortitude, when adversity 

strikes, the leader is likely to protect their reputation, secure their privileges and 
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comfort, and seek the course of action that will afford them and the organization 

the least difficultyða recipe for failure in a competitive global marketplace.  

Temperance: Temperance is the inner discipline of self-restraint, the 

strength to say ñnoò to harmful drives, impulses, and the inordinate desire for 

pleasure. Plato (1968) saw it as a matter of a ñman being his own master.ò 

ñTemperance,ò says Compte-Sponville (2001), ñis that moderation which allows 

us to be masters of our pleasure instead of becoming its slaveé (p. 39).  The 

practice of temperance is an active self-defense of oneôs inner, moral order from 

that which would enslave the individual to act in accordance with his or her base, 

selfish desires and short-term interests.  Temperance is the strength of self-

discipline and self-restraint that keeps our passions and drives within proper 

limits, freeing us up to put our talent to constructive use.  In this, temperance is 

akin to the psychological constructs of self-efficacy and self-regulation.  The 

temperate person is able to manage his or her emotions and behaviors without 

outside help in the form of external constraints, or rewards and punishments.  

The exercise of temperance is foundational to effective business 

leadership. Effective leaders must find the inner strength to overcome all kinds of 

intoxicationðfood, sex, alcohol and the most powerful leadership intoxicant, 

power itself.  In this, temperance masters the desires that are the most regular in 

making demands on leaders.  Leaders are regularly afforded the opportunity to 

use their power to pursue selfish interests and base desires at the expense of 

others, and ultimately to the detriment of the organization.  But, the temperate 

leader withstands the pressure to pursue self-gratification or to act rashly to 

secure short-term interests.  

Plato (1968) observed that no community survives for long if its leaders 

are mastered by their ñworse self.ò  The intemperate leaderôs inner life is a 

tangled mess of conflicting passions, wants and needs.  As Heifetz and Linsky 

(2002) note, ñWe all have hungers, expressions of our normal human needs.  But 

sometimes those hungers disrupt our capacity to act wisely or 

purposefullyéthese hungers may be so strong that they render us constantly 

vulnerable ò (p. 71). Overwhelmed by whims and excesses, the intemperate 

leader is rendered powerless to lead with prudence, justice and fortitude.   

Faith: Some who acknowledge the relevance of the four classical virtues 

to the work of business leadership might question the significance of the three 

ñtheologicalò virtues (faith, hope and love), and perhaps as virtues tied to a 

specific religious tradition they are potentially controversial. But to the extent 

that these too are universal (or ubiquitous) qualities (see Peterson & Seligman, 

2004) these virtues may be expressed in ways that both the religious and secular 

person can affirm. In classical Greek literature, faith is akin to fidelity, which 

signifies an honored agreement or bond of trust.  Fidelity is faithful and lasting 

devotion to oneôs duties and obligations, sacred loyalty to oneôs commitments, 

especially oneôs relational and community commitments.  Faith is that which 

binds people together to a special purpose, a larger story if you will, which calls 

upon each community member to risk and sacrifice on behalf of oneôs friends 

and community.  
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The exercise of faith is foundational to effective business leadership. 

McIntyre (1984) notes that humans are tellers of stories that ñaspire to truthò (p. 

216).  In this sense, a faithful leader is a trustworthy storyteller.  The leader 

informed by faith acknowledges that there is an important story beyond their 

individual story to which they and others owe allegiance.  The faithful leader 

loves the ñtruthò of this larger story and so refuses to dissemble, mislead, cut 

corners, or shave the truth in the name of self-interest.  Building on this fidelity, 

the leader sets the moral trajectory of the organization by connecting its daily life 

to a larger, transcendent vision, thereby fostering a collective sense of ñspecial 

purposeò that propels the organization forward in pursuit of its ñgood.ò As 

Gilbert Meilaender (1984) put it, ñAn ethic which focuses on virtue rather than 

duty will tend to make vision central in the moral lifeé (p. ix). Faithful leaders 

infuse the organization with a moral purpose and vision, a good and compelling 

reason, the ñwhy,ò which prompts employees and others to sacrifice, collaborate 

and to go the proverbial ñextra mileò in service of the organizationôs larger 

purpose.  

Without faith, the organization is likely to be awash in corroding 

cynicism and paralyzing anxiety.  Without faith, the collective life of the 

organization is a random sequence of discreet actions that mean nothing and take 

it nowhere. Without faith, there is no ñwhy,ò no larger story to promote and 

sustain collaboration and mutual sacrifice. Without faith, there is no point or 

progress, meaning or movement. Without faith, there can be no long-term 

loyalty, only contractual arrangements, reducing the organization to a temporary 

assemblage of individuals with short-term agendas motivated by self-interest.  

Hope: Hope is an expectation of a future good mingled with the 

understanding that this good is never guaranteed and that the obstacles are many 

to its fulfillment.  It is steadfast confidence mixed with a realistic sense of 

contingency.  Hope is manifested in the tension between an inadequate or 

unacceptable ñtoday,ò where expectations are yet to be realized, and the 

anticipation of a better ñtomorrow,ò when these expectations will be substantially 

fulfilled.  It is of note that our term ñexpectantò comes from the Latin ñspecere,ò 

which means, ñto lookò or ñ to see.ò (Spectator comes from the same word).  

Hopeful people see the possibilities for a better future, and what they see fills 

them with positive energy.   

The exercise of hope is foundational to effective business leadership. 

Change, if it comes at all, often arrives in bits and pieces.  There may be little or 

no evidence of progress despite the best efforts of the organization and its 

leaders.  The sacrificial efforts of the leader and employees may be rewarded 

only with further delay and difficulty.  As the organization lives through months 

and years marked by the discrepancy between effort expended and outcomes 

achieved, energy flags and morale falters.  Hopeful leaders infuse the 

organization with the positive emotional energy to sustain the journey, especially 

when the road to a better tomorrow proves longer and more difficult than first 

imagined.  Hopeful leaders do not allow the painful realities of today to obscure 

their vision for a better tomorrow, thus depriving the organization of the practical 



Journal of Business and Educational Leadership 

 

45 

benefits of high morale. But neither do they allow the expectation of a better 

tomorrow to disconnect them from the harsh realities of today.  Hopeful leaders 

live in this tension, infusing the organization with the deep conviction that every 

day is pulsing with potential for progress, and yet this progress will not come 

easily.   

The opposite of hope is despair, which means, ñto lack hope.ò  A 

despairing leader lacks the energy to continue in the face of difficulty and delay.  

Snyder (1991) found that people with ñhigh hopeò have (1) a greater number of 

goals across various arenas of life;  (2) select more difficult goals; and (3) see 

their goals in a more challenging and positive manner.  People with low hope, 

predictably are associated with the opposite attitudesðfewer, easier goals and a 

negative stance toward present difficulties. Hopeless leaders settle for mediocrity 

and exude low energy and morale. Without hope, collective, sacrificial effort is 

not possible.  Eric Hoffer (1951) observed, ñThe self-sacrifice involved in mutual 

sharing and co-operative action is impossible without hope.  When today is all 

there is, we grab all we can and hold onéOn the other hand, when everything is 

ahead and yet to come, we find it easy to share all we have and to forgo 

advantages within our graspò (p. 68).   

Love: Perhaps the greatest discrepancy between the Judeo-Christian 

conception of virtue and that of the classical Greeks is around the idea of love.  

Aristotleôs (1999) conception of phileo or friendship-oriented love is based in the 

recognition of the value and worthiness of the person loved.  Philia chooses 

whom to love with calculation and deliberation.  Christian agape love does not 

suspend its moral concern for ñothersò and ñoutsiders,ò even enemies.  Agape 

love is dependent on the selfless character of the one doing the loving.  It does 

not need reciprocation to fuel the next round of loving and thus is radically free 

of self-interest.  In this lack of calculation and deliberation, agape surpasses 

philia. Agape love places prudence, justice, courage, temperance, faith and hope 

in the service of othersðthose not like us, or those we may not even like. In this, 

agape love is an active moral force in the world, creating the capacity in 

individuals and organizations to relate to others in a radically new manner.  

The empirical research substitutes the construct of altruism for agape 

love.  Altruism is behavior intended to benefit others without the expectation of 

external rewards. While altruism is not the same as agape, nevertheless, it is of 

note that the literature suggests a positive association between selfless concern 

and leadership effectiveness.  Altruism is recognized as a core ethical principle of 

leadership (Engelbrecht, 2002). Engelbrecht et al. (2005) found that forty percent 

of the variance in transformational leadership effectiveness could be statistically 

explained in terms of variance in altruism.  Altruistic leaders avoid using power 

for personal gain but instead use it in socially constructive ways in the service of 

others (Engelbrecht et al., 2005; Bass & Steidlmeier, 1999).  The demonstration 

of altruism by leaders is associated with higher levels of trust-based relationships 

between leaders and followers, and aids mutual commitment to the 

organizationôs goals, as well as exceptional levels of performance (Engelbrecht, 

2002).   
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Without love, the organization is not likely to be a good corporate 

citizen. But, effective business leaders transcend self-interestðtheir own, and on 

occasion, that of the organization they lead.  Altruistic leaders do not allow the 

organization to confine its moral concern to its own, or those who serve its self-

interest.  Business leaders motivated by love extend the virtue and resources of 

the organization ñoutwardò such that the organization accomplishes something of 

value, something ñgoodò for others.  

INTEGRATING VIRTUE I NTO A BUSINESS CURRICULUM  

The integration of the concept and practice of virtue into a business 

leadership curriculum is guided by three considerations. First, the cardinal 

virtues are a constructive starting point to begin the discussion about the 

connection between virtue and effective business leadership. While this list is not 

sacrosanct, it does have global appeal and accords to a significant degree with the 

empirical research. As Bass and Steidlmeier (1999) state, ñAn approach to ethics 

based upon moral character and virtue enjoys an extraordinarily broad cross-

cultural base in terms of the ñframing narrativesò that guide ethical discourse in 

cultural settings as diverse as Western and Confucian traditionsò (p. 193).  

Second, if virtue is to be properly integrated into a business education 

curriculum, a compelling case must be made for the vital relationship between 

the practice of virtue and the requisite competencies for effective business 

leadership. For instance, the leaderôs virtue must be linked to the creation, 

sustenance and extension of a particular kind of organizationðone of moral 

vision inhabited by virtuous men and women working collaboratively to serve 

not only the interests of the organization, but the interests of others, including 

customers, constituents and the larger society.  Virtue must be linked to effective 

leadership practices like vision casting, formulating strategy and leading the 

organization in a process of constructive change.  Additionally, a strong case can 

be made in the negative by emphasizing virtue as a fortification against the worst 

in human nature.  The cardinal virtues are sometimes referred to as ñsentinel 

virtuesò in that they serve a protective function for the organization against the 

dark side of the human experience. Additionally, virtue guards against the danger 

of non-virtuous competence. As Block (1993) observes, ñOur doubts are not 

about our leaderôs talents, but about their trustworthiness.  We are unsure 

whether they are serving their institutions or themselvesò (p. 9).  

Third, the case must be made that virtue is not a business ñsuccess 

strategy.ò  By definition, virtue is not that which is negotiated or coaxed out of us 

by external rewards.  If virtue is practiced because of the presumed ñpayoffò it is 

not genuine virtue.  Rather, in accordance with the teaching of Aristotle (1999), 

virtue is pursued for the sake of eudaimonia, ñthe good life,ò and not for the sake 

of utility in securing, what MacIntyre (1984) calls ñexternal goodsò such as 

status, success and privilege.  In fact, the exercise of virtue may prove a 

stumbling block to ambition or worldly success.  MacIntyre (1984) states, ñyet 

notoriously the cultivation of truthfulness, justice and courage will often, the 

world being what it contingently is, bar us from being rich, or famous or 
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powerful (p. 196).  The exercise of virtue, then, is not a ñpersonal success 

strategy,ò or ñtoolò for enhanced leadership performance.  As the saying goes, 

ñvirtue is its own reward.ò  

The goal of training business leaders in virtue is not to find perfect 

leaders, but rather to educate and develop men and women with the potential to 

provide, despite their acknowledged limitations (humility being a virtuous quality 

in a leader), the kind of leadership a business organization needs to flourish in a 

global economy. The aim is not to find saints to lead us, but to identify and 

develop people trying to live virtuously and largely succeeding.  
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Abstract:  The paper explores the complex nature of the postmodern world in 

which leaders find themselves and questions the appropriateness of the current 

discipline-based structure of MBA education in terms of its usefulness to develop 

effective postmodern leaders. Transdisciplinarity, which focuses on bringing 

together different perspectives, provides a useful platform where developing 

leaders can engage with the dynamic and complex environment of a postmodern 

era.  The nature of transdisciplinarity, from the perspective of a number of 

theorists, is presented. Furthermore, synergies between the transdisciplinarity 

approach and the nature of postmodern leadership are identified and analysed.   

The paper examines synergies between transdisciplinarity and other scientific 

paradigms such as social constructivism, critical management theory, 

postmodernism, social cognitive theory, critical pedagogy, systems theory, 

complexity theory, cybernetics, narrative psychology, critical reflectivity, and 

others. The methodology is qualitative and involves the observation of a number 

of lecturing sessions at Business Schools in the United Kingdom, United States 

and South Africa, with the objective of noting whether any elements of 

transdisciplinary learning were evident.   These observations were followed up 

with individual interviews with selected lecturers.   The paper concludes with an 

analytical discourse on the value that a transdisciplinary pedagogy can add to 

leadership development, particularly in relation to assisting students with 

embracing the complex challenges of leading in a postmodern era. 

INTRODUCTION AND LIT ERATURE REVIEW  

The research aims to address the current inadequacies in leadership 

development andragogy in regard to post-graduate business education, in 

particular Master of Business Administration (MBA) programs, and to respond to 

some of the criticisms that have been raised in this regard.  Problems relating to 

the competence of leaders is evident in the fact that during the year 2000, forty 

CEOôs of Fortuneôs top 200 companies were fired or asked to resign (Bossidy & 

Charan, 2002.).   Furthermore, for every successful new business there are 22 

failures, the average life span for those that survive start-up is only 11,5 years, 

every year 30 companies drop off the Fortune 500 list and, lastly, the average life 

span of firms on the S&P 500 is 25 years (Morris, 2003).  The S&P (Standard 

and Poor) 500 is a value-weighted index published since 1957 that includes the 

stocks of large public companies which trade actively on the New York Stock 

Exchange and the NASDAQ.    Further evidence shows that poor leadership 
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performance has resulted in high turnover and a related average tenure for CEOôs 

of around 18 months (Charan, 2005).  Atwater, Kannan and Stephens (2008) 

criticize business curricula for being functionally isolated. This results in the 

failure of students to understand the way in which the parts of organizations work 

together.    

Transdisciplinarity: In distinguishing between multi and 

transdisciplinarity, Horlick-Jones and Sime (2004) in a discourse on the 

nomenclature of multi and transdisciplinarity suggest that the former relates to 

different disciplinary perspectives relating to the same entity.  That is, there is co-

operation between the disciplines but the methodology of a discipline-based 

process remains intact.  Thompson Kleinôs (2004) description of 

transdisciplinarity is utilised as the focus of this study.    The notable element of 

this definition is the generation of new knowledge and it is this generation of new 

knowledge that differentiates transdisciplinarity from inter, cross and multi 

disciplinarity where disciplines interact but no new knowledge is generated.   

Inter-disciplinarity is a broad term used to describe problem solving communities 

who are representative of many different disciplines.   Inter, cross and multi 

disciplinarity, are often used interchangeably and refer to the act of joining two 

or more disciplines in problem solving, for example we might include medical, 

organizational and political representatives in discussing the problem of 

HIV/Aids.   In this instance the different disciplines interact in providing insights 

to the problem, but the boundaries between the disciplines remain intact.   Inter-

disciplinarity involves the interaction of many disciplines.  The defining nature of 

transdisciplinarity is that is transgresses discipline boundaries, it dissolves 

boundaries and violates disciplinary rules.   What emerges from a 

transdisciplinary process is very different from the inputs.   The process of 

transdisciplinarity generates new knowledge through the interaction and 

engagement of various disciplines, whereas purely interdisciplinary engagements 

do not generate new knowledge, they use current theories and information and 

apply them to problems.  Thompson Kleinôs (2004) definition is as follows : 

 

The emergent quality of transdisciplinarity is that rational 

knowledge emerges not only from what we know but how we 

communicate it. Stakeholders enter into a process of 

negotiation, confronting knowledge from four (by example) 

kinds of knowledge in a series of encounters that allow 

representatives of each type to express their views and 

proposals. In the process of fifth type of knowledge 

progressively emerges. It is a kind of hybrid product, the result 

of ómaking sense togetherô. Intersubjectivity is a critical 

element of transdisciplinarity and requires an on-going effort 

to create mutual understanding.  (p. 4)  

 

The notion of transdisciplinarity is synergistic with Gestalt theory in the 

sense that the end result is greater than the sum of its parts (Kelly, 1994).   
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Habermas (1979), in advocating communicative action, a concept with strong 

synergies with transdisciplinarity, suggests that the following are indicators of a 

complex-informed pedagogy, appropriate in the postmodern context : 

¶ ñFreedom to enter a discourse, check questionable claims, evaluate 

explanation and justifications 

¶ Freedom to modify a given conceptual framework and alter norms; 

¶ Mutual understanding between participants; 

¶ Equal opportunity for dialogue that abides by the validity claims of truth, 

legitimacy, sincerity and comprehensibility, and recognises the 

legitimacy of each subject to participate in the dialogue as an 

autonomous and equal partner; 

¶ Equal opportunity for discussion, and the achieved-negotiated-consensus 

resulting from discussion deriving from the force of the better argument 

alone, and not from the positional power of the participants; 

¶ Exclusion of all motives except for the cooperative search for truth. 

 

The concept of transdisciplinarity has emerged in tandem with the 

postmodern era in response to inadequacies in interdisciplinarity problem 

solving.   It offers a solution in terms of responding to postmodern problems 

which are complex, fluid, ambiguous and unpredictable at best. 

Postmodernism:  A definition of postmodernism supposes a somewhat 

circular rationale as the nature of postmodernism is to proscribe rigid 

descriptions and rule structures.   Many postmodern theorists cannot agree on a 

definition of the term.  Since the meaning of ómodernismô is somewhat 

ambiguous, it follows that it is even more difficult to achieve consensus on 

postmodernism (Harvey, 1990).  What does seem to achieve consensus, is that 

postmodernism has arisen as a result of social transformation in the latter half of 

the 20
th
 century (Lyotard, 1979).   Lyotard (ibid) states that technology has 

largely been the catalyst that has precipitated this transformation.    Huyssens 

(1984), in writing about postmodernism, states that ñ....in an important sector of 

our culture there is a noticeable shift in sensibility, practices and discourse 

formations which distinguishes a postmodern set of assumptions, experiences and 

propositions from that of a preceding period.ò  A startling characteristic of 

postmodernism is defined by Harvey (ibid) as its ñtotal acceptance of the 

ephemerality, fragmentation, discontinuity, and the chaos.....ò.   Harvey further 

describes the hallmarks of postmodernism as indeterminacy, óintense distrust of 

all universal or totalizing discoursesô suggesting that general truths are repudiated 

and contextual truth, i.e. a temporal, context related truth, is all that can be 

defended.   In relation to postmodernism, Rorty (1979) speaks of pragmatism in 

the philosophy of science, Kuhn (1962)  and Feyerabend (1975)  talk of a shift of 

ideas about the philosophy of science and Foucault (1972)  emphasises 

discontinuity and ópolymorphous correlations in place of simple or complex 

causalityô. Whereas the modern era attempted to create order out of these 
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elements, the postmodern era dismisses the need for order and calls for 

flexibility, ambiguity and unpredictability to be embraced   (Klages, 2007). 

Postmodernism in Organizations:  Hussard and Parker (1993) argue 

that postmodernism is a signifier of a historical periodization as well as a 

theoretical perspective.   In the first use, postmodernism refers to an epoch where 

the post prefix is related to a number of other features of a post-modern society 

for example post-Fordism, post-capitalism, post-industrialism.   A theme 

associated with many of these is that the social and economic structures 

reproduced since the industrial revolution are now fragmenting into diverse 

networks held together by information technology and postmodern sensibilities 

that emphasize complexity, flexibility and instability in organizations.   In 

contrast, postmodernism as a theoretical perspective, focuses on its epistemology.   

Postmodern epistemology suggests that the world is constituted by our shared 

language and that we can only know the world through the particular forms of 

discourse our language creates.    

Complexity Theory:  Morrison (2008) connects education philosophy 

and complexity theory in an interesting discourse on complexity within 

organizations.   A simplistic view of complexity theory is based on a systems 

view of organizations being open entities which survive through mechanisms of 

feedback, open systems, learning, adaptability, communication and emergence.   

On a more complex level, Morrison talks of the organization as a self organizing 

system which is autocatalytic (self changing) and demonstrates autopoiesis, a 

process of self creation.   For Morrison the constant evolution of the system, in 

this case the school and in this research the organization and its environment, 

constantly evolve to higher and higher levels of complexity.   In his theoretical 

model feedback is the engine for transformation and the adaptive capability of 

the system to its environmental challenges which ensures its survival.   

Connectedness demonstrates the interdependability of all parts of the system and 

reminds us of the interdependent nature of transdisciplinary groups.   Morrison 

speaks of the quality of emergence which does not evolve according to some 

central grand design, but is rather an antithesis of control and predictability.   

Here we notice the nuances of compatibility with the postmodern paradigm.   

Another term common to the language of postmodernism is chaos ï Morrison 

(ibid) says that complexity óresides at the edge of chaosô, that is at the point 

where the system threatens to collapse, the point of complete unpredictability.   

Order is not imposed, it emerges in an unpredictable manner.   The above 

quotation illustrates the open, complex environment of postmodernism and the 

networking between people. The element of rich diversity is reminiscent of a 

context where transdisciplinarity can serve as an effective platform for creative 

decision making such as is needed in changing and unpredictable environments.    

This led to a curiosity about andragogy in leadership development and a question 

as to whether our current methodology for developing leaders for immersion in 

the postmodern world, is in fact the most effective method.    It would appear that 

current learning methodology for leadership development tends to be disciplinary 

and not inter-, multi- or transdisciplinary.   As such the learning environment of 
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developing leaders lacks synergy with the complexity of the postmodern context 

within which leaders currently have to operate.  

Day (2001) reviewed leadership development andragogy and argued that 

the popular forms of teaching such as classroom teaching, coaching, mentoring, 

networking, job assignments and action learning, fall short, some in more ways 

than others, because they tend to underplay the importance of the development of 

social capital in leadership development.   This theorist  describes the process of 

developing social capital as building networked relationships among individuals 

that enhance co-operation and resource exchange in creating organizational value 

(Bouty, 2000; Tsai & Goshal, 1998). This kind of development cannot take place 

in classrooms, but evolves as groups of leaders interact together to learn about 

leadership.   Although Day (ibid) does not directly discuss transdisciplinarity, the 

shortfalls that he highlights in current leadership development could be addressed 

by introducing a transdisciplinary andragogy.   The methodologies mentioned by 

Day (ibid) as most conducive to adaptation for the inclusion of a transdisciplinary 

approach are transdisciplinary teams, group coaching, networking and action 

learning. This is because all these learning methodologies involve group 

interaction and learning from each other. Transdisciplinarity can take this 

interaction to a new level where leaders would grapple with postmodern 

problems and would generate new knowledge in the resolution of these problems.   

Day (ibid) also alludes to the issue of complexity by referring to the transforming 

element of leadership development as leaders evolve to higher levels of 

integration and differentiation.   Further reading, with the objective of tracing the 

nature and origins of transdisciplinarity, revealed that it was first mentioned in 

the 1980ôs by scholars such as Piaget, Morin and Jantsch with specific reference 

to education (Nicolescu, 2002). The term was coined by these theorists as a result 

of the inadequacy of the terms multi- and inter-disciplinarity. They felt that 

knowledge production was extending beyond the mere incorporation of input 

from various disciplines.    

The originating research and the first attempts to address 

transdisciplinarity as a credible science appear to be undertaken by a Romanian 

quantum physicist by the name of Basarab Nicolescu.   He contributed to many 

collaborative transdisciplinary enterprises and founded the Centre International 

de Recherches et Etudes Transdisciplaires (CIRET). He also formulated the 

Transdisciplinary Charter and a Manifesto of Transdisciplinary for the 21
st
 

Century. The Charter was adopted at the First World Congress of 

Transdisciplinarity held in Portugal in November 1994. Nicolescuôs studies in 

quantum physics revealed the complexity of the modern world.   He claimed that 

reality exists on many levels and that transdisciplinarity is the only mode of 

knowledge production that can deal with many levels at once. Thompson Klein 

(2004), from Wayne State University in the United States of America has 

extended the debate around transdisciplinarity from the European base of 

Nicolescu (ibid) and Nowotony (ibid) to provide a western contribution.   She 

writes on the notion of complexity and transdisciplinarity and highlights that the 

new science of complexity has emerged recently (in the latter half of the 20
th
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Century) and that this has been the catalyst in the emergence of 

transdisciplinarity as a mechanism that is more appropriate for knowledge 

production in a complex world, than the traditional linear approach which 

characterises the nature and structure of modern universities.  Nicolescu (ibid) 

acknowledges the contribution of Ron Burnett from Canada to the science of 

transdisciplinarity (Burnett, 2005). These four theorists, Nicolescu (ibid) and 

Nowotny (ibid) from Europe and Thompson-Klein (ibid) and Burnett (ibid), from 

America and Canada respectively, appear to be the key theorists who have 

developed the notion and science of transdisciplinarity and their writings form 

the foundation of this research. Further reading around the concept of 

transdisciplinarity revealed many criticisms relating to the inadequacy of the 

disciplinary approach to knowledge acquisition, particularly in relation to the 

complexity of the postmodern era.    

Transdisciplinarity emerged as a result of what was seen as inadequacies 

in the traditional discipline-based structures of universities and business schools, 

who teach emerging leaders their ótradeô. This traditional approach lacked the 

integration between disciplines that was becoming increasingly necessary for 

approaching complex problems in leadership in the postmodern context. The 

postmodern world is characterised by complexity and this complexity is reflected 

in diversity, paradox, ambiguity, constant transformation and change. The 

authorôs interpretation of transdisciplinarity offers an integrated approach to 

learning which has a Gestalt quality, because it creates a ómelting potô of 

different perspectives from relevant disciplines that results in an output that is 

greater than the sum of its parts, i.e. new knowledge is created. This ónew 

knowledgeô is one of the defining aspects of transdisciplinarity and distinguishes 

it from multi- and inter-disciplinarity.  In summary, this research explores the 

complex nature of the postmodern world in which leaders find themselves, and 

questions the appropriateness of the current discipline-based structure of higher 

education in terms of its usefulness to develop effective postmodern leaders. 

What is called for, is an approach to problem solving that is heuristic and a 

tolerance for the temporal nature of solutions, flexibility, and multiple 

perspectives and inputs.   Transdisciplinarity, which focuses on bringing together 

these different perspectives, may provide a useful platform where developing 

leaders can engage in problem resolution within the dynamic and complex 

environment of a postmodern era.  The nature of transdisciplinarity, from the 

perspective of a number of theorists, is presented and synergies between the 

transdisciplinary approach and the nature of postmodern leadership are identified 

and analysed.  The research examines synergies between transdisciplinarity and 

other scientific paradigms such as social constructivism, social cognitive theory, 

critical pedagogy, systems theory, critical management theory, postmodernism, 

complexity theory, cybernetics, binary and hybrid systems, narrative psychology, 

critical reflectivity, and critical management studies. 
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A MULTIPLE CASE STUD Y OF BUSINESS SCHOOLS 

Research Design:  The methodology is qualitative. It includes the 

observation of Master of Business Administration (MBA) programs in Business 

Schools, supported by individual interviews with lecturers.  The choice of these 

programs is based on the fact that MBA programs have traditionally been the 

means for developing generations of leaders.   The research methodology utilizes 

observations which will aim to identify the use of transdisciplinary learning 

measures in the classroom, utilizing the indicators of communicative action 

suggested by Habermas (1979) as a basis for identifying instances of 

transdisciplinary learning in the classroom situation, as well as other elements 

identified within the transdisciplinary paradigm.   Habermasôs (ibid) notion of 

communicative action has strong synergies with the concept of 

transdisciplinarity.   These synergies are considered to be sufficiently strong to 

support the application of Habermasôs model of communicative action to this 

study.   The research design is cross-sectional, thus the data will be collected 

globally from business schools in the United States of America and the United 

Kingdom.   The study is currently being extended to include schools from South 

Africa and additional schools from Europe.  The researcher attended classes in 

each case, followed by interviews with all the lecturers involved.   The Deans of 

the schools were also interviewed in order to gain a management perspective on 

issues relating to leadership development in a postmodern context.   Curriculum 

documentation was also studied in order to ascertain the content of MBA 

programs in the various schools. 

RESEARCH RESULTS  

Main Themes in the Research: In line with the objectives of the 

research, data was collected around awareness of interdisciplinary learning and 

transdisciplinary learning. Interestingly, in all three schools there was an 

awareness of the need to link disciplines in leadership development, and the 

degree to which this was present varied from just an acknowledgement of the 

need, to two schools who were already engaged actively in interdisciplinary 

processes.  An examination of the curriculum relating to these interdisciplinary 

processes revealed some innovative thinking and some flaws. None of the 

schools had attempted to create groups representing the various disciplines, in 

fact, in most instances the groups were randomly formed by the students 

themselves.   In some instances the integration exercises seemed to focus more 

on opportunities for experiential and action learning, rather than having an 

interdisciplinary feature as the core.   In some instances faculty from different 

disciplines collaborated both in terms of the development of curriculum, and also 

in interacting during the delivery of modules in order to support an 

interdisciplinary process. One innovative example of this was the lecturer in team 

building, integrating with a finance/business module in order to assist the 

students in building high performance teams for their group projects in finance.  

Although this does not reflect a pure interdisciplinary process where all 
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disciplines meet to address a postmodern problem, it is nonetheless a good start. 

Thirty percent of the sample, when asked about their concerns about current 

leadership development methodology, spoke of a need to link the core disciplines 

traditionally associated with MBA programs.  Seventy percent of the sample of 

lecturers responded positively when they were asked if they were familiar with 

the term óinterdisciplinary learningô, and generally it was felt that this was a very 

positive addition to the learning methodology for developing leaders.  Only three 

of the lecturers had not heard of interdisciplinary learning. This contrasted with 

the fact that none of the lecturers in the sample were familiar with 

transdisciplinarity, although some did attempt a definition. Invariably their 

definitions were confused with interdisciplinarity. Once the researcher gave a 

definition of transdisciplinarity and outlined the differentiating factors between 

that and interdisciplinarity, all the lecturers interviewed agreed that this would be 

a very beneficial methodology to apply to the development of leaders who would 

go on to deal with the challenges of a postmodern world. The elements of 

transdisciplinarity that were most valued by the lecturers were the framework 

that it lays for critical and innovative thinking, as well as its characteristics of 

being a knowledge generating unit. Although all the lecturers were enthusiastic 

regarding the concept of transdisciplinarity, they almost unanimously expressed a 

concern about how to go about implementing transdisciplinarity in the 

development of leaders. The concerns of lecturers around traditional leadership 

development methodology have resulted in these lecturers introducing more 

experiential and action learning exercises, and interdisciplinary processes. In this 

respect the lecturers had displayed a great deal of innovation in terms of the way 

they utilized case studies in group interactions. Various other innovations 

including games, tasking the students with bringing in their own guest lecturers, 

building posters, making videos, creative role plays and the use of movies as case 

studies, were amongst some of the very useful and innovative learning 

methodologies introduced by the lecturers.  Interdisciplinarity was evident to 

some degree in these methodologies, but certainly not in all. It was clear, 

however, that none of the lecturers had taken the leap of faith towards a 

transdisciplinary process and given their lack of exposure to this concept, this is 

understandable. 

When asked what kind of challenges they believed that the students 

would face as leaders in the 21
st
 Century, or the postmodern context, the 

following key themes emerged : 

¶ They will operate in a global economy and they will be faced with increased 

competition from all parts of the world.   A constant pursuit of knowledge 

will allow students to stay ahead of the global market with innovative 

solutions and creative ways of going about their business.   Running 

alongside this theme relating to the need for leaders to be creative thinkers, 

was a concern that current learning methodologies in MBA classes do not 

sufficiently stimulate or encourage critical and creative thinking.    
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¶ They will need to be able to work in a context of diversity and be able to get 

along with people from different cultures.   One lecturer felt that well 

developed interpersonal skills would be a great ally in dealing with the 

conflictual nature of a heterogenous and diverse environment.  Outsourcing 

will be the norm, as will intense competition. Small windows of competitive 

opportunity will arise and will need to be seized and positively exploited to 

ensure survival 

¶ Problems will be complex and messy, and there will be no clear solutions.   

Preconceived notions will be challenged.   The context of problem solving 

will be ambiguous, the nature of problems strange, unprecedented, 

challenging and unpredictable. 

¶ They will need to be able to respond positively to continuous and complex 

change 

¶ There were strong themes around the role of a leader as a steward in society.   

As a result, ethics as an important part of the MBA curriculum became 

apparent and two of the schools already had Business Ethics as a module in 

the MBA. 

¶ Interestingly, a number of lecturers (40% of the sample), questioned whether 

MBA classes were developing leaders.   Their concerns were posited around 

the debate that leaders are born, not made.    

¶ Capitalism was generally seen as positive by the lecturers and deans, 

however, the point was raised that greed is a distortion of capitalism and that 

this would destabilise the capitalistic system.    

¶ There was agreement amongst lecturers who addressed the issue of the 

current credit crisis, that one of the problems related to this was the adoption 

of the rational, linear models of risk management. Such models, that have 

their basis in the assumption of perfect knowledge and that the economy 

would follow a set of basic laws that would result in equilibrium, was at the 

heart of the current crisis.   The postmodern world is not characterized by the 

degree of predictability that these Newtonian models depend on.    

 
Link to the Research Question:  This research questions whether there 

are problems with traditional methodologies in leadership development.   It 

particularly questions the lack of synergies between current learning 

methodology and the nature of the postmodern world.   The former reflects a 

very structured, hierarchical, siloôd approach to learning, whilst the latter shows 

no such symmetry. By contrast it is characterized rather by chaos, 

unpredictability and complex, messy problems. The notion of transdisciplinary 

learning with its characteristic of a team as a knowledge generating unit, 

empowered to search out innovative solutions to messy, complex problems, 

appears to have the potential to bridge the gap between the structure and 

predictability of the business school classroom, and the environment or context, 

which the student would be plunged into upon leaving the safety of that 

classroom. In looking at the concerns raised by the lecturers who were 
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interviewed, and in particular at the concerns regarding linking disciplines and 

encouraging critical thinking, it would appear that the process of 

transdisciplinary learning has an excellent contribution to make.   The fact that a 

number of lecturers and colleges have acknowledged the need for the integration 

of the disciplines, and the fact that they have already made tentative forays into 

the world of interdisciplinary learning, shows that they have acknowledged a 

need to do things differently.  However, interdisciplinary learning is likely to fall 

short of their expectations, because it will not necessarily support critical 

thinking, nor will it provide a framework for knowledge generation. The move to 

transdisciplinary from interdisciplinary is a conscious one which will require 

some significant paradigmatic transformation and the sacrificing of some 

academic holy cows.     

Transdisciplinarity requires that:  

¶ Lecturers release the role of the expert and embrace a more egalitarian power 

dynamic in the classroom in order to empower learners to engage in 

unfettered, genuine knowledge production.   They should be comfortable in 

the role of co-learner.    

¶ Teams be representative of disciplines. This would emulate the real world 

situation where leaders would be working in a management team which 

would necessarily reflect representivity from all organizational disciplines. 

¶ The issue of compliance with the requirements of accreditation bodies would 

need to be addressed.   The need for concrete measurement and outcomes 

that is normally associated with these bodies, was seen by some of the 

lecturers as getting in the way of creative transformation in learning 

methodology.     

¶ Grading would not be able to conform to set predictable outcomes, based on 

current theoretical models, but somehow the ability of the students to create 

new knowledge, and the quality of that knowledge, would need to be 

assessed and evaluated.    

¶ Lecturers will need to acknowledge that a simple move to interdisciplinarity 

and integration will fall far short of assisting students to grapple with the 

complexity of the postmodern leadership context.     

¶ Students would need to be freed from the constraints of current theoretical 

models and encouraged to challenge, evaluate and re-examine extant theory 

in the light of its usefulness in application to messy, postmodern problems.    

CONCLUDING COMMENTS  

The aforegoing suggests that integrating a transdisciplinary andragogy 

into the MBA tuition model would add significant value to the development of 

leaders who live and work in the complex context of the postmodern era.   

Interdisciplinary teams that were engaged in knowledge generation would, of 

necessity encourage and develop critical and innovative thinking in students.   

The freedom of engagement in transdisciplinary teams, the quality of deep 

discourse and the depth of interpersonal engagement is an ideal forum for 
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grappling with complex, messy postmodern problems.   The egalitarian 

relationship between the teacher and the taught creates a context where students 

have to be accountable for learning and the decisions they make, as they would 

have to in the real world.   The meaningful relationships and quality discourse 

that would emerge from these transdisciplinary teams would further enhance the 

ability of students to relate effectively to people from different cultures and to 

embrace and work with the inevitable conflict that arises in these diverse think 

tanks.  The nature of postmodern problems often being broad socio-political 

challenges would encourage the developing leaders to consider their roles as 

social architects and stewards in society.    
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ABSTRACT : Many e-commerce websites advertise ñuser friendlyò 

atmospheres. There is a difference between what consumers perceive regarding 

ñhelpò and what companies that host the Web sites legally mean by ñhelp.ò These 

same sites make advertised claims which are not well supported by the óTerms 

and Conditionsô or policies posted on the site.  The resulting gap between 

expectations and reality negatively impacts perceived usefulness and consumer 

trust in continuing to make online transactions.  Furthermore, a dissatisfied 

consumer may then expose the e-retailer to potential legal issues.  E-retailers 

hoping to increase profitability will need to address these issues and develop 

website strategies that meet consumer expectations.  In addition to clear and 

reasonable óterms and conditions,ô a personalized ñhelpò feature on e-commerce 

websites create a satisfying experience for users while avoiding legal issues.  

Websites like Stamps.com, Register.com and Zazzle.com, that offer personal, 

customized products for consumers and businesses, need to provide a more 

meaningful consumer ñexperience,ò by creating trust and by supplementing their 

automated help function with a human facilitator or virtual customer support 

person, to avoid potential legal disasters.  This article will explore the legal and 

economic implications for the e-retailer resulting from consumer dissatisfaction 

with the website claims and actual online transactions. 

INTRODUCTION  

Predictions in the late 1990s that the value of electronic commerce (e-

commerce) worldwide would increase significantly, have been realized, with e-

commerce offering consumers substantial benefits, such as convenience and 

access to a wide range of goods, services and information at lower costs. (Raul 

and Gomez, 1999)  However, such benefits cannot be realized fully unless the 

global e-commerce marketplace offers both consumers and businesses trust, 

safety, transparency, and legal certainty. (Raul and Gomez, 1999).   American 

consumers understandably want to know the terms of their electronic 

transactions, the means for cancellation and or complaints, limits of liability, 

whether unreasonable contract terms are enforceable, where they will have 

recourse, and what policies (international or domestic) are in place (Raul and 

Gomez, 1999).  In particular, consumers may expect that businesses offering 

internet services should take into consideration how those services might 

reasonably be expected to be used, and then be accountable (responsible), if the 

consumer is unable to make reasonable use of the services. Today, only one-third 

of consumers trust online transactions. And, this presents challenges for e-

retailersô websites (Consumers Union, 2002). With a U.S. online retail market 
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representing $127.7 billion in e-commerce sales (excluding travel) in 2007, and 

$146 billion in 2008, online retailers must address the issues of website trust and 

safety to take advantage of this market (Interactive Advertising Bureau, June 

2008).  The potential for online sales growth, according to the U.S. Department 

of Commerce, is expected to increase 11.3% between 2007 and 2012, with an 

increase from 133.1 million to 158.2 million, or 82.5% of U.S. internet users 

shopping online (Interactive Advertising Bureau, June 2008). Merchants will 

need to accommodate consumersô fears of online security and privacy in 

electronic transactions by providing twenty-four hour customer support 

specialists, superior privacy policies, authentication services, fraud procedures 

and insurance. Consumers will expect transparency in policies such as: the terms 

of their electronic transactions; means for cancellations and/or complaints; 

liability limits; whether unreasonable contract terms are enforceable; and, where 

they will have recourse, since factors of credibility and trust are paramount. 

Consumer access to live ñHelp,ò for customer support and complaints, may 

significantly and positively affect this level of trust and affect the merchantsô 

goals of building long-term relationships and developing a stable and predictable 

commercial environment. (Raul & Gomez, 1999). 

ONLINE TRUST  

The importance of trust in online transactions between consumers and e-

retailers has been proven empirically. ñConsumer Reportsò research findings 

confirm that consumer trust is far lower than trust in traditional retail situations, 

with only 29 percent of users trusting websites that sell products and services.  

Consumers Union, 2002).  This gap between expectations and credibility places a 

greater  demand on e-retailers, since consumers expecting specific, accurate 

information about business practices such as disclosure of fees and use of 

personal information.  Corbitt, Thanasankit, and Yi (2003) found that trust is 

positively linked with e-commerce participation. Liao, Palvia, and Lin (2009) 

found that trust is a predictor of web site use and e-commerce adoption, while 

Consumers Union (2002) found that trust is strongly linked to credibility. Thus, 

consumer online transactions involving personal information, or where photos, 

logos or other icons are uploaded into third-party affect trust, which is extended 

to a demand for information about third-party sites, sponsorships, company 

ownership, or use of browser-tracking mechanisms.  Wolfinbarger and Gilly 

(2003) found that other factors affecting trust include security of credit card 

payments, which is included in personal information, and privacy of shared 

information.  Unreliable technology can cause customers to lose trust in e-

commerce, and technology quality reflects web site substantiality (Corbitt et al. 

2003). Stamps.com, which allows consumers to create stamps using personal 

photos or logos, receives numerous consumer complaints about the websiteôs 

unreliable technology, since problems downloading software and printing, which 

are important aspects of order fulfillment, resulted in unresolved billing issues.  

Lack of access to timely ñhelpò has been found to be a major factor in reducing 

consumersô trust in electronic transactions and continuation (repeat orders), and 
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may increase the level of risk of potential liability for e-retailers. A variety of 

factors, including unreasonable ñterms and conditions,ò lack of access to 

customer service through ñhelpò  

Studies of online transactions emphasize the critical importance of trust, 

which plays a pivotal role in e-loyalty. Research by Kim, Byoungho, and 

Swinney (2009) and C. Liao et al. (2006) confirmed that trust affects repeat 

purchase behavior. Liao et al. (2006) found that ñspecific content such as, finding 

contact information, product/service details, customer policies (dispute policies), 

customer support, and privacy policies, will positively and directly affect the 

userôs trust in the web retailer. Importantly, Liao et al. (2006) found that ñspecific 

content affects perceived usefulness indirectly via trust,ò and in order to increase 

trust, all useful information relevant to consumers, especially information of a 

particular concern to the consumer (i.e., contact information, customer policies, 

product/service details after-sale support, etc.) should be completely and clearly 

demonstrated. The concept of perceived usefulness is derived from the early 

work of Davis (1989) on the Technology Acceptance Model (TAM), which has 

been examined empirically in information systems research (Liao et al, 2006). 

Perceived usefulness does have a substantial impact on behavioral intentions 

(Hausman and Siekpe, 2009). 

Prior studies investigated different components of trust and e-loyalty, 

such as fulfillment/reliability, website design, security/privacy, and customer 

service (Wolfinbarger and Gilly, 2003) (Kim et al, 2009). From that perspective, 

customer e-trust is earned by delivering the right product at the right time and 

meeting customer expectation on product quality as promised by the retailer. 

(Kim, 2009). For sites like Stamps.com, order fulfillment and satisfaction is an 

important claim, and unreliability could result in legal implications.  While order 

fulfillment and delivery are important, as are privacy and security, order 

fulfillment/reliability (responsiveness) is the most important factor in judging 

customer satisfaction with the website, compared to other quality dimensions, 

and responsiveness of the online retailer will positively affect customer e-

satisfaction (Kim, 2009). Responsiveness has been defined as responsive, 

helpful, and willing service that responds to customer inquiries quickly, and has a 

positive effect on building e-trust. (Wolfinbarger and Gilly, 2003).  However, 

despite these findings, few studies provide an in-depth investigation of retailer 

responsiveness to customer service needs, such as technology support, billing 

issues, complaints, cancellations, or website policies (ñterms and conditionsò), 

and the effect on retailer liability. Thus, we hypothesize that customer 

dissatisfaction with order fulfillment/reliability is strongly related to mistrust in 

advertising claims and may lead to potential litigation. Support for this 

hypothesis may be suggested in Kim (2009) who found that in online retailing, 

consumers need assurance that their products will be delivered as expected, since 

they do not see an actual facility, do not have personal interaction with service 

personnel and cannot physically examine the product.   

Consumer perspectives on perceived trust and website responsibility.  

Consumers may face devastating results for unauthorized payment card charges, 
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leakage of personal data associated with such card charges (or registration of 

personal information on websites), and resulting security breaches such as 

identity theft, or fraud. (Morse and Raval, 2008). Liability for those costs 

associated with unauthorized charges is important because it is closely associated 

with unauthorized access to cardholder information (Morse and Raval, 2008). 

These resulting security breaches increase consumersô fears and risk of online 

transactions, particularly when credit card payments are involved, and is clearly 

seen in the recent lawsuits against corporations for lack of security in protecting 

cardholders. TJ Maxôs security breach resulted in identity theft compromising 

over forty-five million cardholders. However, studies show that assigning the 

legal responsibilities for harms associated with those breaches, and government 

regulation of security of personal data in the US is complex and imperfect 

(Morse and Raval, 2008). In the United States ñthere is no single law, statute, or 

regulation that governs a companyôs obligations to provide security for its 

information.ò (Morse and Raval, 2008 p.545 FN41). Despite this fragmentation 

of regulation of online security and privacy, the Federal Trade Commission 

(FTC) does address ñunfairò and misleading online business practices that affect 

consumers, while Morse and Raval (2008) indicate that state-specific privacy and 

data security disclosure provisions and common law claims may redress some of 

these breaches by e-retailers. Consumer trust is first linked to the perceived 

usefulness of the website (Davis, 1989), and order fulfillment and satisfaction.  

When problems occur at this stage, research suggests that consumers would not 

re-visit the site, would look for alternatives, and it is the resulting billing or credit 

card issues that may trigger consumer complaints about misleading e-retailer 

claims.  Thus, e-commerce websites that are not ñresponsiveò to consumers, 

through a live ñhelpò function, or lack policies to address the issue of privacy of 

personal data, and do not take steps to protect consumer data (including credit 

card data), may be liable for harm, despite disclaimers of responsibility. 

While U.S. federal and state judicial systems share jurisdiction over 

electronic commerce, and either jurisdiction may be involved depending 

on the amount in dispute, the type of transaction, and the number and 

identity of the parties, the legal and regulatory approach to electronic 

commerce has been rather ñminimalistò in nature (Muenchinger, 2000).  

Despite this minimalist approach, the FTC actively encourages workshops 

to develop policies to provide a global marketplace that is safe, transparent 

and has legal certainty (Raul and Gomez, 1999). 

TRUTH  

Absent specific federal laws concerning the internet, federal laws that 

may affect consumer protection and credit card payments include the Truth in 

Lending Act (TILA), which limits consumer liability for fraudulent use and 

billing errors, and the Electronic Funds Transfer Act (EFTA), which limits 

consumer liability for unauthorized electronic funds transferred and consumersô 

rights for documentation (Muenchinger, 2000). 
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Additionally, the Uniform Computer Information Transactions Act 

(UCITA), applies to transactions involving computer software, multimedia 

interactive products, computer data and databases, and the Internet and online 

information to facilitate electronic commerce (Muenchinger, 2000). One key 

objective of UCITA is to adapt common law concepts of manifestation of 

consent in electronic form, by giving the consumer notice that his action may be 

considered as a form of consent and he may have an opportunity to review the 

contract terms.  The Act thus creates a ñsafe harborò provision: a ódouble clickô 

will now be considered assent for purposes of creating a binding contract in 

electronic transactions (Muenchinger, 2000). 

E-retailers may also minimize liability for copyright infringement under 

the Digital Millennium Copyright Act (DMCA) of 1998, and under ósafe harborô 

conditions may escape liability if the provider was not aware of the existence of 

the infringing material and did not receive a direct financial benefit 

(Muenchinger, 2000).  Stamps.com provides such a disclaimer with its ñsafe 

harborò provision in its ñTerms and Conditions.ò 

LEGAL IMPLICATIONS  

The FTC is the primary source for consumer complaints about internet 

advertising and marketing. The Federal Trade Commission Act (FTCA) (USC 

45, section 5) prohibits unfair or deceptive advertising in any medium.  A 

representation, omission or practice is deceptive if it is likely to:  

(1) mislead consumers; and  

(2) affect consumersô behavior or decisions about the product or service. 

 
Website disclaimers have several requirements: 

a.  They must be clear and conspicuous; 

b.  Demonstrations must show how product will perform under normal use; 

c.  Refunds must be made to dissatisfied consumers, if promised; 

d.  Sellers are responsible for claims made about their products and services;  

e.  Claims must be substantiated;  

f.  And, relevant information left out or claims that imply something that is 

untrue may be misleading. 

 
The FTC extends protections to consumers, stating that ñ[P]rivacy is a 

central element of the FTCôs consumer protection missionò, and ñsecurity of 

personal informationò is a component of privacy. (FTC Act, 15 U.S.C., Ä45). 

Therefore, the legal basis for consumer complaints is: ñunfair or deceptive acts or 

practices in or affecting commerce.ò (FTC Act, 15 U.S.C., Ä 5(a)) Lawsuits 

demonstrate that companies that collect sensitive consumer information, such as 

credit card information, have a responsibility to keep that information secure. 

(Morse and Raval, 2008)   

According to the FTCôs ñMail or Telephone Order Merchandise Trade 

Regulation Rule,ò retailers should be aware that when consumers order by mail, 
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phone, fax, or Internet may also require the company to have a reasonable basis 

for stating or implying that a product can be shipped within a certain time, and if 

not, must notify the consumer of the delay and the right to cancel. Websites such 

as Stamps.com do not provide such information in their ñterms and conditionsò 

to ensure that consumers are fully informed of their rights, particularly when 

using photos or logos to print customized stamps, and state broad disclaimers of 

liability for access and use of the website, along with disclaimers of 

responsibility for problems using the site or technology. 

Both Stamps.com and Zazzle.com advertise claims inconsistent with 

product use (printing stamps, uploading personalized photos). Customers find 

ñhelpò difficult to obtain if the product does not print properly and/or consumer 

has cancelled account, and refunds for improper billing are difficult to obtain. 

The ñhelpò function used by Zazzle.com and Stamps.com is a ñcontact usò link to 

a webmaster, but only an address is provided, and no 1-800 number is included. 

A survey of 75 leading e-commerce sites showed that 84 percent had self-service 

Get Help functions, and sixteen percent provided a non self-service option such 

as a 1-800 number or a ñcontact usò link. 

DISCUSSIONS 

To improve the level of trust among consumers, online businesses should 

keep a customer-focused business orientation, actively generate customer 

information and provide value-added service on customer information, protect 

and communicate policies on customer privacy and data security, be responsive 

to customer requirements and allow customers to contribute their ideas to 

improving the operation (Corbitt, et al., 2003). 

Suggested on-line strategies include: level of customer service 

comparable with off-line service; integrate on-line facilities with real store 

environments for customer support, complaints, return of products, and if they 

only have an on-line business, providing a better customer service operation may 

reduce customer perceptions of poor quality (Walsh and Godfrey, 2000). 

Creating constant dialogue, with a virtual character on the site, or on-line 

salespersons, helps the consumer understand the product and helps develop the 

customer relationship by providing specific information and recommendations 

(Walsh and Godfrey, 2000).  Ultimately, understanding how online trust is 

created and maintained can lead to improved web sites, increased sales revenues, 

profitability and shareholder value (Shankar, Urban, and Sultan (2002). 
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ABSTRACT: As the market has reacted to the subprime and financial crisis, the 

interrelated nature of the current global economy provides numerous 

opportunities for international accounting education.  In this discussion, three 

interrelated aspects are examined: 1) significant changes in debt-to-equity 

positions in major U.S. financial institutions as compared to those in other 

markets; 2) mark-to-market accounting according to FAS 157 as compared to 3) 

IAS 39 measurement and disclosure requirements. First, the change in financial 

leverage of major U.S. financial institutions during the period from 2002 to 2007 

is compared to that of selected major overseas financial institutions. Possible 

causative factors are discussed, as well as implications to liquidity and solvency 

in terms of asset mark-downs leading to packaged hedging instruments becoming 

classified as ñtoxic.ò Then, a comparison of U.S. financial reporting standards 

and international financial reporting standards (IFRS) is presented and related to 

the current financial crisis. The role of FAS 157 in relation to changes in debt-to-

equity positions is discussed in the context of the effect on international financial 

markets. The effects of international reporting standards, whether moderating or 

magnifying, on international financial institutions are discussed.  

INTRODUCTION  

The last several years have been a tumultuous time for the residential 

mortgage industry ï to put it mildly. There have been changes in the market that 

resulted in foreclosure rates that can only be compared to the great depression. 

But even the 1930s pale in comparison to the number and dollar value of 

mortgage-based securities (MBS) and collateralized debt obligations (CDO) 

created and exchanged in todayôs market. One has only to read the financial 

section of any major newspaper to see the litany of words that have been used to 

describe the situation: ñDisaster.ò ñMeltdown.ò ñCollapse.ò The analysis of the 

causes and effects from a macro perspective will be ongoing for years, perhaps 

decades.  

The purpose of this paper is to investigate opportunities that the current 

financial crisis presents for classroom instruction. Specifically, the topics are 

examined with the purpose of teaching international accounting in context ï that 

is, in relation to debt positions of financial institutions. Obviously, it would be 

beyond the scope of any one paper to delineate all the aspects of accounting 

relevant to the situation. This paper limits the topics to three interrelated factors 

the examination of which may provide topics appropriate to an upper-level 



Simms 

 

70 

undergraduate or graduate course in international accounting. The factors are 

presented comparing U.S. financial institutions to comparable overseas firms.  

BACKGROUND  

Hofstedeôs (1991) pioneering research based on cross-cultural surveys 

and statistical analysis initially revealed four dimensions at the national level.  

These dimensions are individualism, power distance, uncertainty avoidance, and 

masculinity versus femininity.  An additional dimension of long-term versus 

short-term orientation was added after including factors developed from the 

Chinese Value Survey (Hofstede and Bond 1988).  The total of 5 factors can be 

briefly described as follows. 

Individualism versus Collectivism - Individualism refers to societies 

that tend to have loosely knit social relationships.  It is an ñIò self-concept 

society.  In contrast, collectivism pertains to societies in which people are 

integrated into strong, cohesive groups.  The fundamental issue addressed by this 

dimension is ñthe degree of interdependence a society maintains among 

individualsò (Radebaugh and Gray 2002).    

Large Power Distance versus Small Power Distance - Power distance 

is the extent the society accepts unequal power distribution in organizations.  

Large power distance indicates a high tolerance for inequality.  In such societies, 

there will be fewer financial disclosures, wide salary range between top and 

bottom, and privileges are bestowed to the powerful individuals.  In contrast, 

small power distance societies will strive for equality for power and demand 

justification for inequalities. 

Strong Uncertainty Avoidance versus Strong Uncertainty 

Acceptance - Societies with strong uncertainty avoidance feel uncomfortable 

with uncertainty.  Such societies are rule oriented, prefer rigid codes of behavior 

and belief, and do not have tolerance for persons and ideas that deviate from the 

norm.  By contrast, societies with strong uncertainty acceptance can more easily 

tolerate uncertainty.  Hence, they can maintain a more relaxed atmosphere in 

which ñpractice counts more than principlesò (Radebaugh and Gray 2002).   

Masculinity versus Femininity - A masculine culture attaches 

importance to earnings, recognition, advancement, and being challenged by the 

work.  A feminine culture attaches importance to working relationships, 

cooperation, having a desirable living area, and employment security.  The 

decision to label this dimension ñmasculinity versus femininityò is based on the 

fact that this was the only work goals dimension in which men and women 

scored consistently different.   

Long-term Orientation versus Short-term Orientation - The long-

term orientation values persistence, adapts traditions to meet modern needs, has 

respect for social and status obligations within limits, tends to have large savings 

levels, and is willing to subordinate oneself for a purpose.   The short-term 

orientation emphasizes respect for tradition, social pressure to ókeep up with the 

Jonesesô, small savings levels, and a concern to get quick results.  The long-term 

(dynamic) orientation is more oriented toward the future (persistence, thrift), 
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while the short-term (static) orientation is rooted in the present and the past 

(status and tradition).   

This dimension tends to be somewhat confusing because it was not 

included in Hofstedeôs original survey.  This was formulated as a response to the 

possibility of a ñwesternò bias in the survey instrument.  To address the problem, 

a similar instrument was developed by Hofstede and Bond (1988), called the 

Chinese Value Survey (CVS).  This dimension was originally described as 

ñConfucian Dynamism.ò  The three dimensions common to both surveys are 

relationships between seniors and juniors, relationship with the group, and as a 

function of one gender, while none of the CVS factors are correlated to 

uncertainty avoidance. The term Confucian Dynamism was used because the 

characteristics that emerged were generally considered dynamic at one pole and 

static at the other, while demonstrating values that seemed to come directly from 

the teachings of the philosopher Confucius.   

It was stated earlier that history explains culture and culture dictates 

business practices.  As the cultural centers of the Middle East, China, Meso-

America, and Europe developed in relative isolation, cultural norms and business 

practices diverged.  These differences can be seen in stark contrast today.  Cross-

cultural comparisons have identified differences in the value systems and ethical 

beliefs of people from different parts of the world.  For example, North American 

culture is rights-based, whereas the Sino-Confucian culture is duty-based.  In a 

study examining obstacles in the implementation of the Sarbanes-Oxley Act in 

Thailand, Duangploy and Simms (2006) discuss the implications and difficulties 

in the exportation of standards.   

Barth (2008) points out that  

 

...culture changes slowly, not by fiat. Even if all firms were 

required to follow a particular IASB standard, there would be 

differences in how firms interpret the standard because of 

differences in their history and culture. Thus even with global 

accounting standards we might not achieve global financial 

reporting. (p. 1174) 

 

Cultural characteristics are persistent, displaying both inertia and 

momentum.  Cultural inertia describes the tendency for a group of people with a 

common set of social standards and expectations to resist changes in existing 

behavioral patterns.  Cultural momentum is the tendency for a culture to continue 

advancing in a set direction.  Both inertia and momentum require effort and time 

to alter.  An example of the persistent nature of cultural inertia can be seen in 

Japan during the decade following World War II. The effort displayed by the war 

was tremendous - destructive and devastating economically and politically, but 

not culturally.  That would have required a great deal of time, but the U.S. ended 

the occupation in 1952, only 7 years later.  As a result, the zaibatsu of pre-war 

Japan reemerged in the 1950s as exceptions to the Anti-Monopoly Law called 
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keiretsu, restoring many of the zaibatsu names with the blessing of the Ministry 

of International Trade and Industry (MITI) (Nobes 1983 1998).   

The establishment of the keiretsu occurred because the system works for 

the Japanese culture.  However, this has caused friction in the areas of 

international business, finance and accounting.  Japan was one of the founding 

members of the International Accounting Standards Committee (now the 

International Accounting Standards Board), and yet, at times, presented 

significant resistance to proposed standards such as the power of audit 

committees and the independence of boards of directors.  One prevalent 

characteristic of economies of collectivistic cultures is cross-corporate 

ownership.  In Japan, keiretsu control about half of the top 200 firms, 

representing more than 25 percent of all the countryôs assets.   

The first factor examined is debt-to-equity position, the second is the 

implementation of FAS No. 157, and the third is the implementation of IAS 39. 

Following after is a discussion of the role of technology in the global reaction to 

the crisis originating in the U.S.  

DEBT-TO EQUITY  POSITIONS 

One characteristic of U.S. firms that stands out in comparison to non-

U.S. firms is a greater reliance on equity financing as opposed to debt financing. 

Historical and cultural factors have played a role in the development of 

capitalization preferences.  

Two of Hofstedeôs cultural characteristics are of prime importance in 

contributing to the differences in financing: risk aversion and long-term 

orientation. As mentioned above, the U.S. culture is less risk averse and more 

short-term oriented. These two factors contribute to a philosophy of investing 

rather than saving. The characteristics apply not only to individuals, but to 

organizations as well. The result is a persistent, fundamental difference in debt-

to-equity and debt-to-asset positions between U.S. and non-U.S. firms as can be 

seen in Figure 1 and Figure 2. All data is from Compustat Fundamentals Annual 

database. Although the years from 2000 to 2007 are the subject of the current 

study, the trend in means has been well documented and observed historically. 

This study limits the examination to financial firms with total assets 

greater than 500 million in order to focus on those with a significant ability to 

maintain borrowing and lending activities at an international level. Twelve U.S. 

firms and 5 foreign firms were eliminated for lack of data. Firms that went into 

bankruptcy during this period were also eliminated in order to avoid including 

firms with suboptimal short-term strategies due to agency issues in a situation of 

existing or impending extreme financial distress. This resulted in a sample of 24 

U.S. firms and 18 non-U.S. firms. The non-U.S. firms included 8 Canadian, 4 

from the Pacific Rim, and 6 from the European Union (EU). Figure 3 shows 

long-term debt to equity and Figure 4 shows long-term debt to total assets. Both 

exhibit a more stable ratio for U.S. firms over the same period (Figures 3 and 4). 
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Figure 1: Average Debt-to-Equity of U.S. vs. Non-U.S. Firms from 2000-07 
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Figure 2: Average Debt-to-Assets of U.S. vs. Non-U.S. Firms from 2000-07 
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Figure 3: LT  Debt-to-Equity of U.S. vs. Non-U.S. Firms from 2000-07 

Long-Term Debt / Equity

0.00

0.50

1.00

1.50

2.00

2.50

3.00

2000 2001 2002 2003 2004 2005 2006 2007

US

Non-US

 
 

Figure 4: LT  Debt-to-Assets of U.S. vs. Non-U.S. Firms from 2000-07 
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As can be seen in Figures 3 and 4, 2001 showed a marked increase in the 

long-term debt-to-equity and debt-to-assets position of non-U.S. financial firms. 

This was due to a combination of the economics, politics, and accounting 

standards. The economic situation in 2001 was in turmoil. After Enron, 

WorldCom, Arthur Andersen, and other high-profile failures, there was a fear of 

an increase in interest rates. This resulted in a move to ñlock inò current lower 

interest rates by moving from short-term to long-term debt. The volatility also 

reflects sensitivity to fuel prices as a result of the political situation. After the 

attack on the World Trade Center, many overseas firms borrowed heavily to 
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insure against possible shortages in the energy market. The third factor 

contributing to increases in long-term debt in 2001 was the acceptance of 

international accounting standards, which allow for the classification as long-

term many forms of debt that previously had been classified as short-term. This 

factor is discussed in more detail in the following sections.  

To provide additional context, Figure 5 shows pre-tax income as a 

percentage of revenues for these same firms over the same period. 

 

Figure 5: Pretax Inc.-to-Revenues of U.S. vs. Non-U.S. Firms from 2000-07 
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FAS 157 AND THE EFFECT ON IFRS 

FAS 157 (FASB 2006), implemented in 2007, attempted to provide a 

common definition of fair market value accounting, but it did not change the 

rules as to when fair value should be applied. Many firms marked up the value of 

certain assets and then securitized them as MBS and then the same (or other) 

firms resecuritized those assets as CDO portfolios. Guarantors provided credit 

and/or liquidity support, and investors purchased a portion of a portfolio 

believing that the stratification of the portfolios provided protection against 

losses. These portfolios were in some cases used as collateral for loans. There are 

only two certainties concerning the market: it will go up and it will go down. 

When real estate values declined, the loans become under-collateralized. The 

most junior securities absorbed the losses first (as they were designed to). 

However, the illiquidity of the markets went beyond the ability of the guarantors 

to cover and many of the more senior loans collapsed as well. In some cases, the 

total assets of the firm became less than the debt and firms faced conditions of 

financial distress, even bankruptcy.  

Support for FAS 157 was not unanimous, with many practitioners, 

regulators and academics concerned that it violated the principles of historical 

cost and conservatism. There are many conditions under which historical cost can 
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be bypassed (if reliability is not significantly impaired). On the other hand, the 

principle of conservatism is a functional directive to the responsibility of 

protecting the investors and the public from methodologies that may overstate 

assets or net income. Conservatism also concerns the assessment of risk. 

Accountants and auditors working in the mortgage industry during the last six to 

eight years saw many examples of these types of assets and their derivatives. 

These problems are exacerbated by less-than transparent revelation of risk 

positions. In writing on the feedback effects between the subprime crisis and the 

credit crunch, Ryan (2008) states 

 

As firms announced losses on subprime positions, debt markets 

became more averse to holding these positions and increasingly 

illiquid, causing fair values of the positions to decline further and 

become more difficult to measure. A primary reason for these 

feedback effects is the opacity of many subprime positions. This 

opacity is attributable in part to the complex partitioning of the 

risks of these positions through (re)securitizations, credit 

derivatives, and other financial transactions. It is also attributable 

in part to the fact that many sub-prime positions are off-balance 

sheet in the so-called ñshadow banking system.ò As a result of this 

opacity, market participants have aggressively price-protected 

themselves when bidding for those positions or avoided them 

altogether. Many holders ñcapitulatedò and disposed of or wrote 

down subprime positions to distressed valuations to remove the 

perceived taint from their balance sheets. (p. 1606-1607) 

 

In referring back to Figure 4, it could be that FAS 157 (implemented in 

2007) had a revelatory effect on the financial statements. It could also be that 

firms simply were not able to hide it any longer and saw the bailout as an 

opportunity to ñcome clean.ò With that in mind, it seems not unreasonable to 

expect that the implementation in the future may well enhance financial 

statement transparency because firms will not want to get caught out again.  

One item of concern concerning FAS 157 is the use of exit price as the 

basis of fair value measurement. The transaction to sell the asset or transfer the 

liability is a hypothetical transaction at the measurement date, considered from 

the perspective of a market participant that holds the asset or owes the liability. 

Therefore, the objective of a fair value measurement is to determine the price that 

would be received for the asset or paid to transfer the liability at the measurement 

date, that is, an exit price. The Board concluded that an exit price objective is 

appropriate because it embodies current expectations about the future inflows 

associated with the asset and the future outflows associated with the liability 

from the perspective of market participants. (para. 7) 

Woodward (2007) notes that commentators have expressed reservations 

about the use of exit price to determine fair value.  However, she said there is 

support for using exit price to value quoted financial assets held for trading and 
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other highly liquid assets. She states further that the more appropriate measure 

for assets acquired in a business combination is the entry price or value in use. 

The requirements of IFRS 3 (2007) ñBusiness Combinationsò may need to be 

reviewed to ensure that the fair values of some assets are presented fairly.  

In Ernst & Youngôs February 2007 paper on ñFair value measurements: 

the impact for financial instrumentsò, the firm indicates that the introduction of 

SFAS 157 into IFRS without amendments to other IFRS standards could lead to 

unintended consequences where the definition of fair value in current IFRS is not 

the same as defined in SFAS 157. IFRS standards 7 (2006a) and 39 (2006b) in 

addition to IFRS 3 previously mentioned would need reviewing to ensure 

consistency in the definition of fair value.  The current definition of fair value in 

IFRS 39 presumes that transaction price (entry price) is the best indicator of fair 

value. Without further amendment of IFRS 39 Financial Instruments: 

Recognition and Measurement to agree with SFAS 157, the initial recognition of 

amortized cost-based assets at exit prices would often result in the recognition of 

losses upfront. 

In the notes of an IASB work group meeting (2007), it was observed that 

IAS 39 Financial Instruments: Recognition and Measurement requires nearly all 

financial assets and financial liabilities be recorded at fair value upon initial 

recognition. In periods subsequent to initial recognition, many financial assets 

and financial liabilities are recorded at fair value, with changes in fair value being 

recorded into either profit and loss or into comprehensive income. IAS 39 defines 

fair value as the amount for which an asset could be exchanged, or a liability 

settled, between knowledgeable, willing parties in an armôs length transaction. In 

the financial assets working group paper, it states ñThis definition is neither an 

explicit exit price nor an explicit entry price, but is an armôs length exchange 

price between unrelated partiesò (2007). The Board (IASB) stated a preliminary 

view in the discussion paper supporting an exit price definition of fair value 

similar to the definition in SFAS 157. The Boardôs preliminary view is that an 

exit price definition of fair value is preferable to the current definition as it 

articulates a single measurement attribute that reflects the economic benefits 

market participants would expect from an asset or the outflow of economic 

benefits market participants would expect from a liability. However, an exit price 

might not be consistent with the current measurement objective of some fair 

value measurements required in IAS 39. Therefore, as noted in paragraph 17 of 

the Discussion Paper, if the Board proposes to revise the definition of fair value, 

it will complete a standard-by-standard review of the fair value measurements 

required by IFRSs to assess whether the intended measurement objective is 

consistent with the revised definition. If the Board concludes that a particular 

measurement objective is inconsistent with the proposed definition of fair value, 

that particular measurement might be relabeled using a term other than fair value 

(such as ócurrent entry priceô.) 

Many are concerned that the IASB Discussion Paper is leaning towards 

an acceptance of the SFAS 157 position which could significantly change some 

of the key principles underlying many IFRS standards (Deloitte 2007). The 
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Accounting Standards Board submitted its comments to the IASB on the 

Discussion Paper which are representative of the views of many parties in the 

UK and Ireland.  Some of the main concerns expressed in the Deloitte paper are: 

 

¶ ñThe use of fair values is more widespread under IFRS then under US GAAP 

and the ASB does not consider that SFAS 157 is suitable for consideration in 

many of those cases where fair value is used under IFRS; 

¶ The ASB does not support the proposition that market based exit values are 

the most appropriate measure of fair value for all assets and liabilities to be 

reported in financial statements; 

¶ The ASB believes that SFAS 157 is useful only as guidance on the 

methodology to be used in arriving at a market-based exit price and 

therefore the IASB Discussion Paper should be re-titled to reflect on its 

narrow focus; 

¶ The ASB is of the view that SFAS 157 is based on the presumption that 

efficient markets are available for most transactions and the approach needs 

a ómarket participantô to be identified.  The ASB believes that markets are 

not always efficient and hence measurement from a market participantôs 

view may be flawed, with most transactions occurring in an imperfect market 

as a result of individual negotiations between two contracting parties; 

¶ The ASB would welcome further debate on the ómarket participantô versus 

óentity specificô issue.  While possibly open to different measurement, it 

should be acknowledged that the value of an asset or liability should be 

viewed from the perspective of the entity and thus reflect the entityôs 

economic opportunities and constraints; and 

¶ The general use of exit prices seems to move away from the assumption that 

initial measurement is transaction based, potentially leading to óday oneô 

gains and losses being recognized which may not faithfully represent the 

entityôs position in its financial statements.ò 

 

There are clearly different views on fair value measurement and, in 

particular, the use of current exit prices. Looking at the financial statements 

different companies, one can notice that they had implemented FAS 157 and the 

standard did not have a material effect on the companyôs results. Apparently 

managers and accountants understand the details for the standard; however, we 

do not know what approach was used to arrive at that conclusion.   

Another item is the issue of restrictions in the use or sale of the 

instrument. If an entity is restricted from selling the instrument, then it is not 

allowed to adjust the price to fair value even if other unrelated parties are not 

restricted in the sale of similar assets. If a firm defines the ñmost advantageous 

marketò as a forward market (after the restriction period is passed), the value 

recorded may be unrealizable. 

In a Special Edition paper, Ernst & Young (2007) voices a concern in 

reference to block discounts being disallowed in both FAS 157 and IAS 39. As 
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an entity-specific measure, EY concedes that allowing a block discount would 

introduce management intent into the valuation process. 

 

However, while undoubtedly some blocks of securities can be 

liquidated in smaller trades at the quoted prices, this will often 

not be possible; repeated selling, by the normal laws of supply 

and demand, will depress the price that can be achieved before 

the whole block can be sold. We continue to believe that it is 

appropriate to recognize block discounts, as it is intuitive that the 

entity will not achieve óprice times quantityô for the block, no 

matter how it disposes of the securities. (p. 4) 

 

As the U.S. progresses inevitably toward the acceptance of IFRS, many 

of the issues of concern with U.S. GAAP will no longer be relevant. Of course, 

those issues will be replaced with issues concerning IFRS.  

CONCLUSION AND DISCUSSION 

As the process of convergence has proceeded, both U.S. GAAP and 

international accounting standards have necessarily evolved in order to facilitate 

the transition. The IASB and the FASB have worked closely together to 

(eventually) reach the goal of a single set of standards. As mentioned above, 

2001 saw the adoption of international accounting standards by many countries. 

As of this writing, over 100 countries have adopted international standards with 

the U.S. as the only major country not using international standards. That is not 

to say there will be universal agreement. The phrase ñinternational standards as 

adopted by the EUò may well be a foreshadowing of the accounting world to 

come. Different jurisdictions and different business practices have different needs 

to be fulfilled by the reporting system.  

Teaching in context provides the educator with the opportunity to expose 

the students to the fact that accounting standards (whether domestic or 

international) are not developed or implemented ñin a vacuum.ò The process of 

standards development is often initiated because of economic transactions or 

events. Also, the rate of adoption and/or implementation of accounting standards 

can be facilitated or inhibited by market conditions. Finally, the application 

methodologies chosen should be interpreted within the framework of the 

situation in which the relevant firms or industries find themselves. All these 

factors can be used in the classroom to enhance not only the understanding of the 

standards, but also to emphasize the responsibility of those who would wish to 

argue for or against change. 
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ABSTRACT:  This paper explores the philosophical foundation for the global 

knowledge economy, the Anglo-Saxon model of higher education. The paper 

highlights the primary characteristics of the model and explores how nation-

states adopt or adapt these characteristics in an attempt to enhance their national 

position within the global knowledge economy. As an exploratory analysis of the 

topic, the paper provides a brief overview of the model, examines adaptations in 

Europe and Asia, and explores implications of these adaptations for individual 

students, higher education institutions, and nation states. The goal of the paper is 

to proffer a prefatory discourse on the Anglo-Saxon model and its connections to 

the global knowledge economy.  

INTRODUCTION  

Economic globalization is the phenomenon of increased interaction 

between nations and the progressive dismantling of borders and barriers to create 

a single economic space (Von Bogdandy, 2004). Within this space nations 

compete for economic advantage through the competitive use of human capital, 

innovation, information technology, and entrepreneurship; each of these is 

knowledge intense, thus the driving force behind economic globalization may be 

seen as the pursuit and acquisition of knowledge (Chen & Dahlman, 2005; 

Stromquist & Monkman, 2000). The result of this global dynamic is an emerging 

economy that is often labeled the knowledge economy, at the center of which is 

higher education. Encompassing a broad swath of public and private institutions 

ranging from trade and vocational colleges to doctorate granting research 

universities, higher education is pivotal to the creation and transmission of 

knowledge. 

This paper explores the philosophical foundation for the global 

knowledge economy, the Anglo-Saxon model of higher education. With 

educational characteristics that are adopted or adapted by individual nationsð

including (1) the use of English as the lingua franca, (2) the integration of 

research into teaching, (3) the authority of the teacher over the curriculum, 

teaching methods, and assessment, (4) a focus on the personal development of 

the individual student through critical reflection, (5) the bachelor, masterôs, 

doctoral qualification structure, and (6) the autonomy of the higher education 
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institution, particularly from central state controlðthe Anglo-Saxon academic 

model is playing a burgeoning role in the development of the global knowledge 

economy. Adapting some or all of the characteristics of the model, nations 

attempt to maximize their positions within the global economy by integrating 

their higher education systems, or a limited number of their premier institutions, 

into the global economic market. Consequently, the Anglo-Saxon model of 

higher education is connected to national economic growth and development.  

The goal of this paper is to provide a prefatory discourse on the Anglo-

Saxon model and its connections to the global knowledge economy. The paper 

begins with a brief historical overview of the Anglo-Saxon model, comparing the 

model to the other dominant western, post-Enlightenment model of higher 

education. A cursory analysis of adaptations in Europe and Asia follows. The 

paper concludes with an examination of multiple implications of the model for 

the growth and development of the knowledge economy.  

HISTOROCIAL OVERVIEW  OF THE ANGLO -SAXON MODEL  

The modern western university traces its roots to two modelsðor what 

may more appropriately be termed ñphilosophiesòðof higher education. The first 

is associated with the reforms of Prussian universities by Wilhelm von Humboldt 

in the early nineteen century. The ideals expressed in these reforms spread 

beyond Prussia and impacted the development of higher education in Germany, 

France, and Eastern Europe. The second philosophy, the Anglo-Saxon model, is 

associated with British notions of education and their evolutions and adaptations 

in American, Australian, and to some extent, South African, higher education. 

These models may be compared across several perspectives, beginning with 

governance. 

Prior to the introduction of Enlightenment ideals and Humboldtian 

reforms in Prussia, state commissioners governed university instruction and 

academic life, even possessing the right to expel either students or professors 

who violated duties stipulated by the state (Richter, 1990). Humboldtian reforms 

allowed greater academic freedom and even limited democracy within higher 

education, however, they were primarily implemented to maintain higher 

education institutions as tools of the nation-state. The central state maintained 

significant influence over individual institutions.  

Contrary to this concept, the Anglo-Saxon model facilitated the 

development of autonomous, or virtually autonomous, higher education 

institutions. Although royal charters were granted by the nation-state, and 

institutions were created within the context of nationally coordinated systems, 

institutional autonomy was emphasized (Neave, 2001; Du Toit, 2007). National 

coordination was viewed as a means to insure that the needs of local 

communities, rather than the demands of the nation state, were met through 

higher education. According to Neave, ñ[T]he universityéwas an emanation of 

that community and reflected, in its study program and its specialties, the 

communityôs educational and technical needsò (2001, pp 41- 42). Intermediate 

bodies such as the British University Grant Commission played an important role 



Journal of Business and Educational Leadership 

 

83 

in representing universities to the state and vice versa. Furthermore, national 

facilitation of higher education did not negate institutional self-regulation of 

higher education finances (Neave, 2001). [Although such a discourse is beyond 

the scope of this paper, national coordination of higher education did not 

continue in the American colonies after the Revolutionary War and the 

subsequent ratification of the Constitution.] 

A second difference between the models may be seen in the areas of 

credentialing and the curriculum. Whereas universities within the Humboldtian 

model awarded national diplomas, institutions within the Anglo-Saxon model 

were allowed to validate and award their own degrees. Similarly, because Anglo-

Saxon institutions were expected to respond to the needs of their own 

communities they were granted extensive freedom to design and implement their 

own curricula. This autonomy from the state implied a certain amount of freedom 

for teachers and faculty. In essence, universities were not obligated to run 

national programs because national programs did not exist. As Yorke (2004) 

notes, in the United Kingdom a long standing connection exists between 

academic programs and the economy in that programs are designed by individual 

institutions to develop skills needed for the labor market.  

The Anglo-Saxon model also placed a strong emphasis on the personal 

development of students through independent learning and critical enquiry 

(France, 2008). With the absence of state-controlled curricula, teachers were 

allowed to develop curriculum that was responsive to the learning styles and need 

of students. Closely aligned with this reality was an emphasis on character 

formation (Pritchard, 2004).  

In addition, associated with the freedom to develop dynamic and 

responsive curricula is the connection between teaching and research. As the 

disciplines evolved, professors were increasingly expected to design courses 

based not only on findings within their disciplines but also on their own research 

(France, 2008). Research and teaching thus became progressively intertwined in 

the Anglo-Saxon model.      

These basic distinctions highlight the historical roots of the Anglo-Saxon 

model. They facilitated the development of the model over the last two centuries 

in English-speaking nations, and over the last half-century the growing adoption 

and adaptation of the model throughout much of the world. The following section 

will briefly explore a small portion of these adaptations in Europe and Asia.  

ADAPTATIONS IN EUROP E AND ASIA 

Numerous national higher education systems across the globe are 

currently undergoing reform. These reforms may be seen in areas such as the 

nature and type of educational programs, the methods and language of 

instruction, an emphasis on research and development, burgeoning innovative 

partnerships, evolving funding mechanisms, and governance. Many of these 

reforms are influenced explicitly (some implicitly) by the global growth of the 

Anglo-Saxon model. Consequently, citing cases from every nation or every 

higher education system that is experiencing reform is beyond the scope of this 
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paper. However, the following observations are grouped into two broad regions, 

Europe and Asia, to illustrate through reference to a limited number of examples 

the connection between the Anglo-Saxon model and global educational reform 

initiatives.  

Europe: Evidence regarding adaptation of the Anglo-Saxon model 

throughout Europe is growing. This is apparent in developments such as the 

Bologna process, the evolution of English as lingua franca in non-English 

countries, and changing state-controlled mechanisms of governance. Each of 

these is briefly addressed in the following paragraphs. 

Arthur (2006) contends that the Bologna process, as seen in Norway, is 

the equivalent of adopting the Anglo-Saxon model of higher education. Other 

scholars concur, suggesting that across Europe the Bologna process implies 

compatibility with the characteristics of the model (Ash, 2006; Zgaga, 2003). For 

example, traditional diplomas in some nations are being replaced with 

educational qualifications similar to the degrees associated with the Anglo-Saxon 

model, while specialization programs are being restructured into bachelors and 

masterôs degrees to ensure the separation of skill mastery and professional 

education (Alesi, Rosznyai, & Szanto, 2007). By 2003, 60 percent of the nations 

engaged in the Bologna process had either passed legislation to offer two-tier 

degree structures or had begun introducing them (Trends Report, 2003). In 

addition, curriculum development and program design are increasingly based on 

transnational descriptors of generic competencies, knowledge, and skills. 

Countries such as Albania, Bosnia-Herzegovina, Croatia, Kosovo, Macedonia, 

Montenegro, and Serbia note that the Bologna objectives provide a valuable 

framework for the reform of curriculum, programs, and teaching methodologies 

within their national higher education systems (Ash, 2006; Pechar & Pellert, 

2004; Reichert & Tauch, 2004; Miclea, 2003).  

The use of English in academia is growing (Coleman, 2006). Nearly two 

decades ago Ferguson (1992) noted that English often is the domain of academic 

conferences despite the fact that a small number of attendees may actually speak 

the language. The trend is more pronounced today and is evidenced beyond 

conferences and journals. In recent decades the Netherlands launched 500 

academic programs that are taught in English, while Finland launched 300 such 

programs, Germany began 150, and France initiated approximately 80 academic 

programs taught in English (Altbach, 2007; Miclea, 2003). These trends are 

buttressed by the findings of Schroder & Macht, now more than a decade old, 

that university students in 1,916 German, Belgian, and Finnish institutions 

support English as a single European language (Coleman, 2006).  

European adaptations of the Anglo-Saxon model are seen in evolving 

mechanisms of higher education governance. Increasing numbers of governments 

are loosening their financial control over higher education institutions by 

reducing university dependence on state funding. Universities are forced to rely 

on tuition and fees and other external funds, such as those from partnerships with 

the business community (Osborne, 2006). Perhaps the best illustration though 

appears in Germany. By amending the Federal Framework Act for Higher 
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Education, the German government established a new legal status for 

universities, Lower Saxony, and granted them financial autonomy (Palandt, 

2003).  

These examples of recent developments in Europe reveal that some, if 

not all, of the characteristics of the Anglo-Saxon model may be seen in higher 

education reforms undertaken by European countries. Adaptations of the model 

are not limited to Europe, however. As the following section attests, they may be 

evidenced in Asia as well.  

Asia: In the process of market-driven economic globalization, Asian 

nations are transforming and internationalizing their higher education systems 

along the lines of the Anglo-Saxon model (Mok, 2006; Lee, 2006). Although 

Asian nations differ significantly in geographic size, economic wealth, political 

ideology, and educational tradition, they increasingly are employing aspects of 

the model to facilitate the development of their knowledge economies.  

The influence of the Anglo-Saxon model of higher education in Asia is 

rooted both in the historical colonization of some Asian nations and the western 

impact on non-colonized nations wrought through the work of missionaries and 

other international exchange activities. In the contemporary context, adaptations 

of the model are especially seen in the implementation of English as the language 

of instruction, or, as in the case of Singapore, as the sole language of higher 

education and research (Altbach, 1998). Beyond the use of English, universities 

are given flexibility and autonomy both to design broad-based curricula for 

addressing student needs and to adopt credit systems for recognizing individual 

differences (Mok, 2006). In addition, governments such as those in Japan and 

China are taking steps to conduct regularly scheduled quality assurance in an 

attempt to deregulate government authorization of public higher education and to 

promote the growth of private higher education (Altbach, 2006; Yonezawa, 

2005). Even in Southeast Asia governments are working to diversify the funding 

of higher education (Lee, 2006). 

Within growing Asian economiesðespecially in China, Singapore and 

Vietnamðhigher education institutions are playing significant roles in 

innovation and economic development, reflecting the emphasis of the Anglo-

Saxon model on research and development. Japan, for example, is implementing 

performance-based funding systems within its National University Corporations 

(national level institutions) to focus on innovative research for economic 

development (Oba, 2004). Furthermore, the Entrepreneurial University model in 

Singapore emphasizes research innovation and knowledge commercialization, 

calling for the fundamental ñre-examination of the traditional manpower 

development role of the university system in Singaporeò (Wong, Ho, & Singh, 

2007, p. 944).  

Although the development of higher education systems varies in Asian 

countries, educational reforms typically emphasize marketization, privatization, 

and decentralization. The Anglo-Saxon model thus provides an incentive 

structure for higher education systems in the midst of reform to create a more 

effective, efficient, and equitable higher education sector that better serves the 
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needs of developing knowledge economies. By introducing educational reforms 

and adapting some or all of the characteristics of the model, Asian nations are 

establishing clear objectives to align their higher education systems to the 

demands of the knowledge economy.           

IMPLICATIONS FOR KNO WLEDGE -BASED ECONOMIES 

The world economy clearly has moved from an industrial to a 

knowledge-based era. Scholars from various fields such as economics, business, 

and education contend that knowledge and its relevance to productivity become 

the basis for national competition within the global market (Drucker, 1993). 

UNESCO proffers that the growth of the global knowledge economy is a central 

characteristic of the globalization process (2005). National as well as 

international policy makers and economic players stress that the primary 

production factors now are an educated work force, information, intellectual 

property, education, and R&D. Within this context knowledge is increasingly 

valued for its strict utility rather than as an end in itself (Peters, 2007). 

Knowledge economies are those not only based on the generation of knowledge 

but those that exploit knowledge for economic gain (Great Britain, 1998). The 

World Bank further defines a successful knowledge economy as one that is 

characterized by ñclose links between science and technology, greater importance 

placed on innovation for economic growth and competitiveness, increased 

significance of education, and lifelong learning and greater investment in 

intangibles such as R&D, software, and educationò (World Bank, 2005, p. 16).  

The importance of human capital is crucial to knowledge economies. Not 

surprisingly, the OECD and the World Bank stress the significance of education 

for the development of human capital, including the enhancement of worker 

competencies through the production of research-based scientific knowledge 

(Peters, 2007; World Bank, 2001; World Bank, 2005; World Bank, 2008). The 

role of higher education is therefore critical for the production of a highly 

educated, widely skilled workforce that will positively affect knowledge 

accumulation and its application to productivity growth (Knight & Yorke, 2003). 

Along this line, the Lisbon Strategy emphasizes the strategic role of universities 

in the knowledge economy as (1) the providers of education, (2) the primary 

location where research is conducted, and (3) the drivers of innovation 

(Michalski & Cheyne, 2008). Within EU policies the emphasis is on enhancing 

employability through education and training. This implies that the production of 

a skilled workforce to meet the needs and demands of global corporationsðto 

say nothing of the ideology of life-long learningðare key strategies that ensure 

national economic growth. 

Higher education stands as the driving force for the development of 

knowledge-based economies. The major elements that higher education 

contributes to this process include lifelong learning skills, student-centered 

education, transferable educational qualifications for global graduates, English as 

a lingua franca, research and technology transfer, scientific discovery, 

innovation, and economic growth, all of which are intertwined in the successful 
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development of a knowledge-based economy. These elements are highly 

correlated with the previously discussed characteristics of the Anglo-Saxon 

model, so it is not surprising to see adaptations of the model across the globe. 

Implications stemming from these adaptations are addressed in the following 

paragraphs and are grouped along three considerations: the individual student 

level, the institutional level, and the national level.  

 

Student LevelðA Global Set of Skilled Graduates: One implication 

of the adaptation of the Anglo-Saxon model is the production of a global set of 

graduates. According to the World Bank, the new knowledge-based economy no 

longer favors narrowly specialized graduates, but ones with cross-disciplinary 

knowledge, broad and transferable skills, and functional flexibility (World Bank, 

2005; Brennan, 2004; Knight & Yorke, 2003). As the Dearing Report suggests, 

higher education institutions should be at the forefront in offering opportunities 

for lifelong learning in order to increase the stock of human capital for national 

economic well-being within the global context (Knight & Yorke, 2003).  

The knowledge economy seeks workers with the ability to adapt to the 

rapidly changing nature of work, hence lifelong learning becomes a critical 

component of global educational reforms (Spring, 2008). Indeed, the primary 

rationale behind the Bologna process for establishing a three-tiered higher 

education system is to separate research and professional education from student-

centered teaching. At the bachelorôs level, the emphasis is on student-centered 

teaching that develops the skills and competencies necessary for lifelong 

learning. Key descriptors of the Bologna reformation of academic programs 

include ñacademic and generic competenciesò and ñknowledge and transferable 

skills,ò with the latter focusing on critical thinking, communication, and problem 

solving (Arthur, 2006; Christensen, 2004; Koutsopoulos, 2008). With the 

demands of the global labor market and the need for sustainable economic 

growth, many Asian nations are restructuring university curricula by shifting 

from the conventional "teacher-oriented" approach to a more "student-oriented" 

approach; to produce global graduates, the concepts of independent and self-

motivated learning are increasingly promoted (Mok, 2006; Meek, 2006). Within 

these reforms creativity and innovation become important components for the 

assessment of student abilities.  

The themes of competency development and lifelong learning appear 

throughout global higher education. Along with these themes are calls for 

consistent and transnational academic program structures. The adaptation of 

credit systems in many Asian countries reflects not only the reform of university 

curricula to become more responsive to individual student differences but also 

the need to ensure the transferability of credentials (Mason, Arnove, & Sutton, 

2001). In Japan, program evaluation and assessment have shifted from being the 

sole responsibility of the government to a shared stakeholder responsibility in 

order to enhance internationalized curricula and address student and employer 

needs (Huang, 2006). According to ministries, rectors, and higher education 

leaders in Europe, restructuring and implementing credit systems consistent 




