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The Analytics Folly of Modern Management
The Origins of the Folly

Over the past sixty years, the practice of management has become increasingly grounded in
scientific analysis. That six-decade period was kicked off and shaped by two reviews of
American business education released in 1959: Ford Foundation’s Higher Education for
Business and Carnegie Foundation’s The Education of American Businessmen: A Study of
University-College Programmes in Business Administration. Both reports were authored by
economists, who sternly criticized American business education as severely lacking in scientific
rigor.

Chastened, American business education promptly veered in the scientific direction
recommended by the twin reports. Business schools began teaching quantitative analytical
techniques in finance, operations, accounting, economics and marketing, and later on strategy
and human resources. Academic business journals sprung up that required the application of
rigorous quantitative methods to qualify an article for publication. Within two decades,
business students were taught that the only good decision was one that was backed by sound
guantitative analysis. Within forty years, business education had grown from a cottage industry
to the biggest single discipline in American higher education, accounting for one fifth of all
university degrees awarded each year. The growth of the business education sector was
mirrored around the world, including in China especially leading up to and continuing through
its 2001 admission into the World Trade Organization.

But this obsession with quantitative analytical techniques has produced a fundamental misuse
of scientific methodology in business education that is getting worse with each passing day as
data analytics/’big data’ has become the hottest topic in management. As a result, business
education is producing huge numbers of unbalanced managers and needs to heed the warnings
of science pioneer, Aristotle, in order to restore the balance for which he called.

The Aristotelian Duality

While we think of the scientific method as having sprung from the Scientific Revolution in the
sixteenth and seventeenth centuries, the foundations were laid two thousand years earlier in
the fourth century B.C. by Greek philosopher Aristotle, who was the first to describe a rigorous
method for determining the cause of a given effect. This was Aristotle’s Analytica Posteriora, or
posterior analytics, a method for being rigorous about one’s inferences concerning observed
phenomena.

History remembers Aristotle well for this seminal contribution and no serious student of the
history of science is not familiar with Analytica Posteriora. However, an important caveat that
Aristotle issued about the use of posterior analytics has been almost completely lost in the
mists of time. He pointed out that his method was appropriate for one particular part of the
world and not for the other. The former was what he referred to as the part of the world in



which things cannot be other than they are. By this Aristotle meant the part of the world
governed by immutable laws — like gravity, conservation of energy, or the freezing and boiling
points of water. He also identified the other part of the world in which things can be other than
they are. In this part of the world, human beings interact to create new products, services,
habits, or methods that previously had not existed. Here Aristotle was crystal clear: don’t use
the scientific reasoning method laid out in Analytica Posteriora. Sadly, this advice has been
almost entirely ignored by the world and certainly disregarded by modern business education.

Aristotle’s duality makes sense when we think about the basics of scientific inference that we
all learn. A fundamental axiom is that in order to make a valid inference from the analysis of
data, we need to be confident that we are analyzing data sampled from a representative pool.
If, for example, we want to explore the efficacy of a new prostate cancer drug in men over the
age of fifty, we better not test it on women or teenagers! If the pool isn’t representative of the
population for which we wish to draw an inference, then any inference that we attempt to
draw will not be valid.

By definition, at the time of analysis, all data is from the past, even if we have just run an
experiment to collect such data. Thus, whenever we draw an inference from such analysis, the
fundamental assumption, whether implicit or explicit, is that the future data pool will not have
different properties than the past data pool from which we sampled. If the future data pool has
different properties, our sample will not have been representative and any inference we draw
would be invalid and misleading. That is not a problem lurking in Aristotle’s part of the world
where things cannot be other than they are. In that part of the world, the future is identical to
the past, so past data is fully representative of future data.

However, such is not the case in the part of the world in which things can be other than they
are. In this part of the world, data drawn from a pool of past occurrences will definitively be
unrepresentative of data that will show itself in the future. That is why Aristotle was so crystal
clear in his admonition to avoid the use of his scientific methodology in this part of the world. In
this part of the world, such ‘scientific analysis’ will do nothing but convince the person doing
the analysis that the future will resemble the past. But it won’t and the person doing the
analysis will be terribly disappointed to find out just how different it might be.

That notwithstanding, modern business education teaches its students to view scientific
analysis of data to be appropriate for all managerial decisions. In fact, it teaches not just that it
is meritorious but that it is a requirement for competent management. Consider the
burgeoning field of people analytics: “the deeply data-driven and goal-focused method of
studying all people processes.” The fundamental assumption, implicit of course because if the
assumption were to be made explicit it would be laughable, is that people cannot and will not
change so that if you analyze their past, it will be utterly predictive of their future. Or consider
marketing science, an entire field with an eponymous top-tier academic journal. The
fundamental assumption is that customer behavior cannot and will not change: if we analyze a
huge dataset of supermarket scanner data, we will be able to make accurate predictions of
future consumer behavior.



Of course, this is nonsense and was identified as such all the way back in the fourth century B.C.
Yet business education teaches these subjects as if they could not be more profound and valid.
It is little wonder that so many large companies that are run by executives with formal business
training are so fearful of and experienced in being disrupted by upstart firms. It is because their
analytics convince them that the future will be an extension of the past while the disruptors
create and take full advantage of a new future.

A Balanced Skill-Set

In the part of the world in which things cannot be other than they are, Aristotle viewed the job
of humanity as discovering the causes of the effects we see so that we can optimize those
effects. For example, when we discover that smoking causes lung cancer, we can work to
minimize the incidence of lung cancer. Or when we discover that various strains of corn grow
best with differing amounts of sun exposure, we can work to maximize crop yields through
better matching strains with growing environments. By contrast, in the part of the world in
which things can be other than they are, Aristotle viewed the job of humanity as being the
cause of a better effect. For example, when the personal computer pioneers watched
mainframe computer users being forced to wait endlessly in a queue for someone in charge to
program it for them, they created the personal computer to give users control of their own
programming agenda. The former didn’t change how smoking causes cancer or how corn grows
but optimized to immutable laws about those phenomena. The latter created an entirely new
and superior experience.

To create a future that is discontinuous with the past, Aristotle said that humans must imagine
possibilities and choose the one for which the most compelling argument can be made. This
requires an entirely different skill set than in the part of the world where things cannot be other
than they are. The skill set for analysis involves the manipulation of quantities. The manager
operating in this part of the world needs to learn rigorous methodologies for collecting
guantitative data and sophisticated methodologies for manipulating it. This is the focus of the
modern MBA and the myriad programs in data analytics and data science that have sprung up
in business schools. The MBA teaches technique after technique for the productive
manipulation of quantities: Capital Asset Pricing Model, Economic Order Quantity, Queuing
Theory, Black-Scholes Option Pricing Theorem, Nash Equilibrium, and so on. PhD programs
teach ever more sophisticated techniques for the manipulation of quantities and produce the
‘quant-jocks’ that are in such high demand.

However, this education produces a one-sided manager with well-developed quantitative
manipulation skills but the absence of skills in the appreciation of qualities. Skills in appreciating
qualities are necessary when important variables cannot be reduced to quantitative
measurement. Many important things in life can’t be quantified: the strength of one’s love, the
beauty of an object, the quality of one’s life, or the merit of an economy. But they can be
appreciated. A Cordon Bleu chef appreciates the subtle differences between food combinations
and mixtures. A Sommelier appreciates the how the terroir in which the vines were grown and



the technique of the winemaker influences the characteristics of wine. Steve Jobs appreciated
the impact on users’ love for his device of the gentle curves of the iPhone. And Bill Stumpf and
Don Chadwick appreciated the impact of both comfort and utility on users of their iconic and
frame-breaking Aeron chair.

These qualitative appreciation skills are essential for operating in the part of the world in which
things can be other than they are because the requirement is to imagine possibilities for what
does not now exist but could be made to do so. A quantitative survey of what customers
currently do, or even their stated opinion as to what they want, will not tell you what they
might truly appreciate in the future. In fact, the reactions of users to the Aeron chair in test
studios was mediocre at best. But Herman Miller launched it anyway and it became the best-
selling chair in human history. Decisions like this require a more subtle and nuanced
appreciation of customers’ feelings, hopes and dreams. A quantitative analysis of employee
satisfaction will not tell you what changes would truly bring about higher morale. That too
requires a more subtle and nuanced appreciation.

Creating what does not now exist requires utilizing anecdotal evidence, shards of non-scientific
data, and analogies to similar situations to build a positive story about a future that is superior
to the past. Then, because the second part of the Aristotelian formula, after imagining that
possibility, is to choose the possibility for which the most compelling argument can be made,
there needs to be a nuanced appreciation of the key audiences to make the resultant story
compelling enough to prevail.

Unfortunately, very little in our formal education system helps students become skilled in the
appreciation of qualities. It happens in literature, fine arts and design programs, in which
students are helped to make fine distinctions in the qualitative attributes of their subject
matter. But those fields are now a small portion of the formal educational world, and even a
smaller portion of MBA applicants. For example, according to the National Center for
Educational Studies, only 14% of all American university graduates annually now major in the
humanities broadly defined.! And according to U.S. News and World Report, 10% of MBAs have
an undergraduate degree in the humanities.? In the teaching of the natural sciences and most
of the social sciences, development of appreciation of qualities happens only rarely, and often
not at all. And it is certainly not developed in modern business education. If anything, it is
discouraged as business students are taught to make only data-based decisions.

For business education to have a truly positive impact on the practice of management, it needs
to strive to create in its graduates a productive balance of skill-sets. Currently, business
education, with its focus on the manipulation of quantities, prepares its graduates only for the
world in which things cannot be other than they are. That is only a very narrow slice of the

1 https://nces.ed.gov/programs/digest/d18/tables/dt18 318.20.asp?current=yes
2 https://www.usnews.com/education/best-graduate-schools/top-business-schools/articles/2017-03-14/us-news-
data-a-portrait-of-the-typical-mba-student




world in which they will enter upon graduation. They also need to be trained in the
appreciation of qualities in order to be the cause of productive new effects in the part of the
world in which things can be other than they are. Only then will business education contribute
fully to modern society.
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