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about this issue

Rethinking Community Service

C
areer and volunteer goals, like oil and water, don’t mix.
I learned that lesson in the early seventies as a green newspaper reporter
working for a company whose managers felt journalists should report
their volunteer activities to the hr department. Political activism was on

the rise then, and the managers said they feared assigning writers to stories where
they might show favoritism to personal community involvements. Even if we 
didn’t show bias, they said, they wanted to avoid the appearance of conflicts 
of interest.

We reporters were appalled. After all, wasn’t volunteering a private matter
as sacrosanct as the secret ballot? Most of us had felt pressure from organizations
seeking favorable publicity, and we knew it was not always easy to say no, but 

we were not about to register our involvements with our
employer. Our union fought the registration plan and won,
but for me the battle left a permanent mark: I stopped 
joining organizations. My volunteer activities from then 
on were strictly informal neighborly acts or faceless 
monetary contributions.

These days we hear a lot about philanthropy in the 
for-profit workplace. The concept still sounds strange to
me, but some of the Business School’s alumni/ae are per-

suasive advocates for joint employer/employee community investments that go
well beyond workplace solicitations for the United Way. In 2002, Liz Kao, 
mba ’01, wrote me that she joined Salesforce.com partly because that software
company promotes what it calls “compassionate capitalism” by donating 1 per-
cent of profits, 1 percent of equity, and 1 percent of employee time to charitable
actions in the community. Kao, who began her workplace volunteering by help-
ing kids with digital photography and recording projects, says now those volun-
teer hours have “enhanced my productivity by providing a refreshing break from
the usual patterns of a work week and by reminding me to keep work and life 
in perspective.”

On pages 24–26, Steve Knaebel, mba ’69, relates his experience starting 
a company foundation for a division of Cummins Inc. in a large Mexican city. 
He began the foundation to tackle community problems but discovered the bene-
ficiaries included his own employees and company. Community projects proved
to be great “leadership laboratories.”

Experience has taught me great satisfaction can be gained from ad hoc efforts
to lend a helping hand now and then. I’ve also been employed by nonprofits and
shared the excitement of team successes. Knaebel and Kao force me to see that
there are other models for how to meld one’s work for pay and work for commu-
nity. Our feature on alumni/ae involved in microfinance, page 18, demonstrates
other approaches our readers are taking. We try to help you share experiences 
like these with each other.
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letters to the editor

Dealing with Cheaters
with all due respect to the ethics
lament of University of Santa Clara Profes-
sor Kirk Hanson, mba ’71 [in the August
issue], let me suggest that America has
always been a winner-take-all society, and
that cheating has worked all too often. There
has been further erosion of ethics in the last
half-century, but the stink has always been
there, and further putrefaction is inevitable
as long as, to be sickeningly trite, the bene-
fits outweigh the costs.

Invoking spiritual crisis and ineffective
parenting is not at all unreasonable, but
unfortunately these conditions are incurable
in the short run with any known remedies.

Blaming it on the media is right on. 
…We should blame everything on the media,
whether they deserve it or not. It’s a rela-
tively unassailable and popular position.

Competitive capitalism a catalyst for
cheating? The communists, socialists, taoists,
Marxists, imperialists, whatsists didn’t cheat?

Meaningful change happens only follow-
ing cataclysmic events. Maybe the seismic

eruptions of moral turpitude in the business
world, in churches, and many of our “profes-
sions” will continue to get the attention they
deserve (by the media we apparently despise).
With a bit of luck, the righteous indignation
of the likes of Eliot Spitzer will catch fire and
we, the people, will demand change.

Write more explicit laws, take enforce-
ment seriously, protect/reward whistle-blow-
ers, continue lowering the boom on the
cheaters, and we just might have a chance to
tidy things up a bit. Will cheating disappear?
Never. There are always those who will
endeavor to beat the system, and those occa-
sionally include our “best and brightest.”
Does teaching ethics in business school help?
I think a better solution would be to have
each student spend a couple of days in San
Quentin … maybe discussing net present
value with [someone like] Charles Manson.

—JIM NOYES, MBA ’74

Wheaton, Ill.

in the article “Who Says Cheaters Never
Win?” Kirk Hanson asks: “How might I
have better prepared our graduates to live in

a world that says in so many ways that it is
worth cheating to get ahead. And how do
you and I prepare ourselves to resist that mes-
sage in the years ahead.”

My wife and I have an ongoing ritual that
reminds me somewhat of the movie Meet the
Fockers. The father (played by Dustin Hoff-
man) shows the Focker Wall of Fame, where
they celebrate the seventh place ribbon of
their son (played by Ben Stiller) and other less
than stellar performances. We call our ritual
“Celebrating the Process.”

Whenever we go through a milestone
experience, we celebrate, even if the outcome
is not what we desire. We have celebrated dif-
ficult times by going out to dinner, with a
weekend trip, or by making a special pur-
chase. This included the ending of a job,
interviews that did not result in job offers,
and nearly 10 years of unsuccessful fertility
treatments. Of course, we celebrated the suc-
cessful events in the same manner: a new job,
my wife’s pregnancy and birth of our son
(now 9 months old), graduations, etc. By
“Celebrating the Process” we celebrate the

04-05.Letters-1105.sp  10/7/05  4:12 PM  Page 4



STANFORD BUSINESS  NOVEMBER 2005 5

life we have, knowing that sometimes there
are setbacks. And maybe by not placing such
emphasis on the outcomes, we have insulat-
ed ourselves from the temptation to take an
easier path. We will try to model this value
to our son.

—CAM PIATT,

PEPPERDINE UNIV. MBA ’91

Westerville, Ohio

[kirk hanson’s] excellent essay
brings to mind Michael Josephson and his
occasional “Character Counts” minutes,
between commercials, on knx Radio in Los
Angeles. He deals with mundane items, yet
their consideration has broader impact.

In our society of pervasive excess, perhaps
repeated reminders that many of our choic-
es have ethical implications may be salutary
beyond initial expectation.

To that end, what about designing a peri-
odic presentation and syndicating it for
national distribution?

—LEW HASTINGS, MBA ’40

La Cañada, Calif.

Why I Vote
jonathan bendor et al. in the May issue
article “The Logical Illogic of Casting Your
Vote” are far from understanding why peo-
ple vote. It should be obvious some need is
met. I suspect the high turnout (by u.s. stan-
dards) in the recent Iraqi elections was due to
a novelty factor. In this country, in small
towns and even in some precincts in larger
communities, voting is a social event for the
voters that meets a need for social interaction.
Would it be naive to suggest voters might also
feel some satisfaction in performing a duty or
taking advantage of a privilege?

Personally, I try to vote in even the most
seemingly inconsequential election because,
in that way, I “purchase” the right to be crit-
ical of elected officials. If I don’t vote, I
haven’t purchased the right. I developed this
long-term spending plan after discovering
that the most virulent critic of all politicians
and all things governmental that I knew had
never voted in his life, nor had his wife. Sorry,
Prof. B. Just call me irrational.

—NICK DAVIS, MBA ’72

Lawrence, Kan.

Racial Stereotyping
the research of Brian Lowery, assistant
professor of organizational behavior [report-
ed by Marguerite Rigoglioso in “Role Mod-
els Counter Subliminal Racism,” August
issue], may be needed to confirm what is gen-
erally known and accepted. What I found
most intriguing is that Professor Lowery’s
work has been expanded to “live settings
such as the juvenile justice system.”

Ironically, it may be that the stereotyping
he is researching is the source of most juve-
niles in the justice system. The problem is the
unjust entry of large percentages of youths of
color into a system where they may remain
forever. I am not sure how his research will
result in improvement in the selection, eval-
uation, and disciplining of law enforcement
officers, from whom all sectors of society
should be protected.

—HENRY ORGAN, AB CLASS OF ’63

STANFORD STAFF EMERITUS

Menlo Park, Calif.
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GLOBAL PLAYER

How I discovered the world: I was born in
Jamaica but quickly learned that the
world was bigger than our little island.
For fun, I would read the encyclopedia,
and my parents, a biologist and a
chemist, would tell inspiring stories of
faraway places during Jamaica’s then-
too-frequent power outages.

An experience that changed my life: Moving
to the Chicago area when I was nine 
really opened my eyes. I saw the enor-
mous difference between the standard 
of living in my new home and the island
of my birth. I became determined to
understand the causes of that difference
and to do something about it.

What prepared me to study economics:
Football. I was a reserve wide receiver 
at the University of North Carolina at
Chapel Hill. The rigors of playing college
football helped me develop the mental
toughness I needed to learn micro- and
macroeconomics.

My current mission: As an associate 
professor of economics and part of the
Center for Global Business and the
Economy, I continue to ask tough questions
about the role of economic policy in
emerging markets: How far can the invisi-
ble hand of the market go in helping to
raise living standards? What can govern-
ments do to support markets? How can
businesses benefit from and contribute to
the process of economic development?

What I tell my students: That in addition
to doing well (expected at an excellence-
oriented school like the GSB), they can
do good—an important part of the GSB
mission. Not only can they explore and
understand the global economy, they can
change it.

If you would like to support faculty at the
GSB, please contact Sharon Marine,
Office of Development, 650.725.3213.

Gifts Power Remarkable People
at the Stanford Business School

change lives • change organizations • change the world

Professor Peter Henry, the Gunn Faculty Scholar — a kid 
from Jamaica, a Morehead Scholar, a National Merit Scholar, 
a Marshall Scholar-Elect, a Rhodes Scholar, an expert on inter-
national economics, and a mentor to tomorrow’s global players 

06.Peter_Henryqxd  10/4/05  4:10 PM  Page 6
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by dean robert l. jossdean’s column

A Milestone Gift for a Big Idea

dous resources provided by Stanford University as a
whole. They fit well the culture of cross-school inter-
action being fostered by University President John
Hennessy.

Our ambition is to expand the number of Bass
Seminars, so that every one of our 750 mba students
has the opportunity to take at least one. Courses of

such small size and individualized curriculum
require a tremendous investment. To ensure that
each student is able to take at least one Bass Semi-
nar, we will need the equivalent of at least eight more
full-time faculty. Fortunately, our vision is shared by
the Basses, whose $30 million commitment, in addi-
tion to supporting seminars, also will enlarge our
faculty endowment and create a challenge fund for
the Business School Fund, which supports annual
operations. I am grateful to them and to our students
and faculty members—their combined efforts make
Bass Seminars a success. �

I
have already written about one “big idea”
in management education under way at the
Graduate School of Business—the Leadership
Development Platform, a co-curricular program

to develop student leadership skills [August 2003].
Thanks to an extraordinary $30 million gift from
Anne T. and Robert M. Bass, mba ’74—the largest
gift in the School’s history—we are able to go full
speed in developing our next big idea: a third level
of learning that takes us beyond core courses and
traditional electives to what we will call the Bass
Seminars.

The defining characteristic of Bass Seminars is that
students take on much more of the responsibility for
course development. The seminars provide students
a truly hands-on learning experience while the
instructors set the agenda. For instance, Professor
Robert Burgelman and lecturer Andy Grove, the for-
mer ceo and chairman of Intel, offer a Bass Seminar
titled Strategy Making in the Information Technology
Industry. Burgelman and Grove assign summer read-
ing, and when the fall rolls around the students form
teams and choose specific areas to research. One
team might study developments in China; another
might look at how information technology influences
the music industry. The instructors present lectures
early on, but the heart of the course involves the
teams reporting back what they have learned and
concluded, followed by discussion. Many electives
employ team-based research projects, but Bass Sem-
inars shift the emphasis. The students’ work product
is the muscle and flesh, placed on the skeletal frame-
work established by the instructor.

A handful of courses already meets the criteria for
being Bass Seminars. Subjects include macroeco-
nomic analysis, corporate social responsibility in the
developing world, entrepreneurial design to allevi-
ate poverty, and the human resource management
of “talent.” The enrollments in these seminars are
capped at 20 or 30, instead of the usual 60 to 72 for
electives. Many are multidisciplinary. A seminar on
bioengineering innovation mixes mba students with
graduate students from the schools of Engineering
and Medicine.

Both students and instructors describe these
courses as being their best classroom experiences.
The seminars are hard work but they provide a level
of student–faculty engagement that more than com-
pensates.

Stanford Business School is better positioned than
any of our peers to offer this third level of learning.
Bass Seminars leverage both the small and intimate
nature of the Stanford mba Program and the tremen-

Bass Seminars leverage both the small
and intimate nature of the Stanford MBA
Program and the tremendous resources
provided by Stanford University.
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Alums Bank on Charter School

S
ummit preparatory High School is not your ordinary
startup. A Redwood City, Calif., charter school with strong
ties to Stanford, Summit Prep began five years ago when
Chris Buja, mba ’90, and two friends placed an ad in 

a grade school circular seeking other parents troubled by the 
choice of local high schools. To their surprise, 30 people showed 
up at an initial meeting. That group grew to an organizing team 
of more than 400—with Nancy Shott and Rosalie Cornew, both
mba ’87, and Sharon Lockareff, mba ’90, prominent among them.

Most charter schools are up and running within six months, Buja
says, but Summit spent three years doing due diligence. “It wasn’t
about asking questions so much as learning what questions to ask,”
he says. The process helped organizers decide what they wanted for
their children: a free public school with small classes, superior 
standards, and a diverse student body.

Summit welcomed its 80-strong freshman class in September 2003.
Last year, as sophomores, 92 percent of that pioneering class passed
the California High School Exit Exam. Summit now has 270 students
in grades 9 through 11 and next year, when students in the first
class become seniors, it expects to reach its peak enrollment of 400.

Summit’s ties to Stanford are considerable. It is a partner with the
School of Education, which meets with Summit faculty regularly
and sends student teachers to the school. Robyn Yilmaz, mba ’01, 
is director of operations at Summit, and board members include
Buja; Andrew Thompson and Steve Humphreys, both mba ’89; 
and Beth Bartlett, mba ’87.

After three years in a former bank building, Summit expects 
to move to its own new facility next year. The old building has its
attractions, however. The drive-through parking lot is convenient
for parents dropping off their kids, and its location near the San
Mateo County Hall of Justice was actually a plus during the notori-

ous Scott Peterson murder trial.
“We rented half the parking lot
to the press,” Buja says. “After
all, we’re entrepreneurs.”

Stanford Brand 
Spans Globe
bev smith, the administrative
director of the Stanford Execu-
tive Program, does a fair
amount of traveling to make
sure Stanford’s name is out in
the world. On a recent trip to
Hong Kong, she and Priya
Singh, the marketing director
for executive education, were
walking along Des Voeux Road
after a courtesy call at the Hong
Kong Police Department.

“Priya had just mentioned
that in Singapore you could be
arrested for dropping a Kleenex
in the street,” Smith recalls,
“when I looked down and real-
ized, oh no, my bag was open
and my business cards, gone.”

Back at Stanford she received
an email from one Jay Chan,
am/ab ’98. “I found a bunch of
your name cards outside Land-
mark Department Store in Cen-

tral Hong Kong,” he wrote. 
“As a Stanford graduate, I 
didn’t appreciate people tram-
pling over the logo of my alma
mater so I picked them up.” 
He offered to drop them at
Smith’s hotel.”

Says Smith: “So Stanford does
have brand recognition in Hong
Kong.”

U.S. Ambassador
Makes Plea for Shao
clark randt, the u.s. ambas-
sador to China, visited Jude
Shao, mba ’93, in a Shanghai
prison this summer, raising the
hopes of Shao’s classmates that
he may be released soon.

Shao, a naturalized American
citizen who grew up in Shang-
hai and had a business import-
ing medical supplies to China,
was jailed in 1999 on charges 
of tax evasion. Classmates who
have worked for his release say
he was wrongly accused after
refusing to pay bribes. So far he
has served 7 years of a 16-year
sentence that human rights
activists have called excessive.

Friends in Shao’s class took
up his cause at their 10th-year
reunion in 2003. They have
established the FreeJudeShao
website; written hundreds of 
letters; badgered journalists for
coverage; and enlisted human
rights advocate John Kamm,
Chinese law expert Jerome
Cohen, prominent politicians on
both sides of the aisle, and for-
mer Stanford provost, Secretary
of State Condoleezza Rice.

Assistant Secretary for East
Asian and Pacific Affairs James
A. Kelly raised Shao’s case at the
2004 apec summit before
Ambassador Randt requested
and received permission to visit
the prison. After visiting Shao in

Robyn Yilmaz, Steve Humphreys,
center, and Chris Buja sit on the
board of Summit Prep Charter High
School in Redwood City, a school
they created with other alums.

Spreadsheet
WHAT’S UP News About the GSB and Its Graduates

08-11.Spreadsheet-1105.sp  10/6/05  11:42 AM  Page 8



C
O

U
R

TE
SY

 O
F 

V
O

LV
O

 M
O

TO
R

S 
N

O
R

TH
 A

M
ER

IC
A

D
O

O
N

ES
B

U
R

Y
 (C

) 2
00

5 
G

.B
. T

R
U

D
EA

U
. R

EP
R

IN
TE

D
 B

Y
 P

ER
M

IS
SI

O
N

 O
F 

U
N

IV
ER

SA
L 

P
R

ES
S 

SY
N

D
IC

A
TE

. A
LL

 R
IG

H
TS

 R
ES

ER
V

ED
.

P
ET

ER
 H

O
EY

a week, has two goals: to make
students think more deeply
about their own moral and spir-
itual lives and to prepare them
to do business in a global set-
ting, where the underlying cul-
ture is often dominated by its
religious perspective. “It’s the
last quarter of their last year,”
McLennan says. “I get them at
the very moment they’re starting
to think about the next 30 or 
40 years.”

Students begin with The 
Great Gatsby. “Gatsby is all
about the American dream in
terms of his rags-to-riches story
and his entrepreneurial spirit,
his sense of potential and hope.
Ultimately, what drives him is
his love for Daisy, a goal that
probably isn’t deserving. And,
like so many business people, 
he is incapable of analyzing 
and changing his goal.”

After Fitzgerald, the class
considers Arthur Miller’s Death
of a Salesman and then moves 
to Judaism (The Ghost Writer by
Philip Roth), Hinduism (Jasmine
by Bharati Mukherjee), Bud-
dhism (Siddhartha by Hermann
Hesse), and Islam (Miramar by
Naguib Mahfouz). Later they
read Tolstoy’s The Death of Ivan
Ilych, which, McLennan writes,
“reminds us that the ideal
alumni-magazine life is worth-
less if one can never transcend
oneself and give oneself uncon-

ditionally to another.”
McLennan himself has close

ties to a fictional character. His
college roommate Garry
Trudeau immortalized the
lanky, red-haired intellectual as
the activist preacher the Rev.
Scot Sloan (“the fighting young
priest who can talk to the kids”)
in his comic strip Doonesbury
and provided the cover art for
McLennan’s book Finding Your
Religion. If his students are
aware of his comedic alter ego,
Doonesbury’s “Dude of God”
hasn’t heard about it.

Biz Hill Part of 
GSB History
built in the 1920s for the
faculty of the new Business
School, the homes on El
Escarpado Way are enjoying
renewed fame with the recent
publication of Historical Houses
III by the Stanford Historical
Society. Worth multiple millions

June, he told Reuters News
Agency that he was worried
about Shao’s health, and hoped
his heart ailment would give
cause for medical parole.
Unnamed officials of China’s
Foreign Ministry told news
agencies that they had “taken
notice” of the ambassador’s
interest in Shao.

1986 Grad to Head
Carlson Biz School
alison davis-blake, PhD ’86,
has been named dean of the
Carlson School of Management
at the University of Minnesota.
Davis-Blake, who earned her
doctorate in organizational
behavior, was one of 200 nomi-
nees for the position. She is cur-
rently senior associate dean for
academic affairs at the McCombs
School of Business at the Uni-
versity of Texas and will remain
in Austin while a successor is
chosen. She will become dean 
of Carlson in July 2006.

Carlson has 4,400 students,
of whom 1,700 are undergradu-
ates. Davis-Blake said she will

Champion for Victims of Rare Disease

LAST SPRING Volvo of North America awarded Jack Orchard, MBA
’95, a $25,000 honorable mention in its Volvo for Life competi-
tion. Orchard was honored for founding Extra Hands for ALS, a

nonprofit that trains students to assist the families of people with amy-
otrophic lateral sclerosis (ALS).

Better known as Lou Gehrig’s
Disease, ALS is a rapidly progres-
sive neurological disorder that is
fatal.Orchard was diagnosed with
it five years ago. An entrepreneur
working in Russia, he returned to
the United States and founded the
Jack Orchard ALS Foundation and
its spinoff, Extra Hands for ALS.
Although his mind is unaffected,
Orchard has since lost all function

in his arms and legs and expects to be on life support within the year.
A so-called “orphan” disease with only about 300,000 patients in

the United States, ALS receives scant attention from pharmaceutical
companies and legislators. Orchard hopes to change that. The foun-
dation supports medical research into therapies for the disease and
funds Extra Hands, which operates in seven U.S. locations. By famil-
iarizing volunteers with the effects of ALS, Orchard believes Extra
Hands can develop an army of advocates for government-sponsored
research, including stem cell research, and changes in Social Security
and Medicare drug benefits.

Families affected by ALS and those who wish to volunteer can find
further information at extrahands.org.

Total electronic access

Physical
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600

400

200

0
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work to expand the undergrad-
uate program, which currently
accepts 15 percent of applicants.

“The outstanding training
and mentoring I received at
Stanford prepared me very well
to assume this role,” Davis-Blake
says. “I’d like to mention partic-
ularly Jeff Pfeffer, my major
advisor and dissertation chair.
His advice has been invaluable
throughout my career.”

Spiritual Inquiry
Through Lit Class
“good authors are able 
to hold people up as jewels to
the light, turning them around
to show all of their facets,”
writes Scotty McLennan, dean
for religious life at Stanford, 
of his Business School elective,
The Business World: Moral and
Spiritual Inquiry Through Litera-
ture. “Good authors are also
able to describe a setting so
exquisitely that readers under-
stand fully how characters are
shaped and supported.”

McLennan’s course, which
discusses one novel or play 

Two Doors to Jackson Library

Source: Jackson Library
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Danes Author Guide
to Governance 
sometime between Ivan
Boesky and Bernie Ebbers, com-
panies got tired of seeing their
executives do the perp walk
with carefully crafted, expen-
sively conceived corporate logos
as background. Legislators got
into the act and, in the United
States, the resulting Sarbanes-
Oxley Act of 2002 was consid-
ered the most important piece 
of legislation affecting corporate
governance in decades.

Fifty-some countries and 
governmental organizations
have established or updated
codes of corporate governance
in the past six years. One is
Denmark, whose Nørby Com-
mittee had been appointed in
response to perceived corporate
risk-taking rather than to any
scandals. Mads Øvlisen, mba
’72, the board chairman of
Novo Nordisk, was a member
of that four-person advisory
group, which made its final 
recommendations in 2001.

Unlike Sarbanes-Oxley,
Nørby offers guidelines rather
than laws. The important thing,
the Danes say, is that a compa-

phere. “We consider climate
change to be one of the most
significant emerging risks to our
industry,” Dubois said.

More frequent and intense
heat waves also can be blamed
at least in part for the emer-
gence and the resurgence 
of 30 infectious diseases over
the past 30 years, from West
Nile virus to the bubonic
plague, he said. Global warming
also can lead to deforestation,
drought, and forest fires. From
there, he warned, it is not a
stretch to draw a link between
climate stresses and political
instability and conflict over
rights to basic resources like
food and water.

Dubois called for much more
to be done to educate businesses
about the magnitude of the
problem. For its part, Swiss Re
America has committed to mak-
ing its own operations green-
house gas neutral within 10
years. Progress could be faster
if the discussion over climate
change were more unified, he
said. “Good deeds alone cannot
solve the problem, and govern-
ment can’t do it alone. The busi-
ness community must become
more involved.”

10 STANFORD BUSINESS  NOVEMBER 2005
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now, these English Tudor–style
homes on what was known as
“Biz Hill” were built with spa-
cious reception halls and rooms
for entertaining.

J. Hugh Jackson, an account-
ing professor who was School
dean for 25 years, had one built
in 1926 for $28,000. Another
housed the family of Eliot Grin-
nell Mears, a professor of geog-
raphy and international trade 
at the new school. Mears’
daughters Dorothy Allen, 85,
and Helen Gibson, 89, whose
late husband (Weldon B.
“Hoot” Gibson, mba ’40) head-
ed Stanford Research Institute,
opened the home’s doors to 450
sightseers in May. (Another
recent book by the Historical
Society, Stanford Street Names,
informs that Mears Court on
campus was named for her
father.)

Insurance Risk Raised
by Global Warming
as chairman of reinsurance
giant Swiss Re America Holding
Corp., Jacques Dubois is under-
standably concerned that more
and more of his company’s pay-
outs go to cover losses from

earthquakes, floods, and other 
natural disasters.

Events such as “100-year
floods” are showing up every
few years, producing large loss-
es for the insurance industry,
and forcing it to readjust old
probability tables, Dubois told a
Business School audience in the
2005 von Gugelberg Memorial
Lecture on the Environment,
which was held before Hurri-
cane Katrina devastated New
Orleans.

Swiss Re America’s vast staff
of scientists has concluded that
many of these environmental
catastrophes could be linked to
a warming of the Earth’s atmos-

Spreadsheet
GENERAL
Total Applications 4,582
Enrollment 378
Women 32%
Minority 25%
International 39%

Students with
Advanced Degrees 10%

Median Years of 
Work Experience 4.0

SCHOOL/GEOGRAPHIC
REPRESENTATION

U.S. Institutions 87
Non–U.S. Institutions 72
Countries (including the U.S.) 50

UNDERGRADUATE MAJOR
Humanities/Social Sciences 47%

Engineering/Math/
Natural Sciences 35%

Business 18%

TOP 5 INDUSTRIES
Investment Management 24%

Consulting 19%

Manufacturing
(non high-tech) 13%

Nonprofit/Government 13%

High-tech 
(services and manufacturing) 7%

Source: MBA Admissions office

MBA ‘07 Student Profile
FOR THE  RECORD

CARD DEALS: MBA students celebrate their team effort after completing 
a greeting card company simulation that launches the first-year program.
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the Bay Area after graduation.
Not true, says Chan, the

director of the School’s mba
Career Management Center,
and he has data going back
15 years to prove it. “With the
exception of one year—2000—
55 to 65 percent of our students
have taken jobs outside the

gives us the opportunity to ask
the right questions in our work
to develop better products and
services, while we at the same
time are helping diabetics and
health care professionals have 
a useful dialogue, hopefully
leading to a better treatment, 
a better quality of life for the
individual, and lower costs 
to society.”

Mythbuster Chan:
Grads Do Leave Nest
you’ve heard the one about
the alligators that live under
New York City. And the $250
recipe for Neiman-Marcus
cookies? But the urban legend
that bugs Assistant Dean Andy
Chan is the persistent myth that
Stanford mbas refuse to leave

STANFORD BUSINESS  NOVEMBER 2005 11
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ny’s governance be transparent.
Øvlisen joined a somewhat larg-
er committee to take Nørby’s
recommendations to the Copen-
hagen Stock Exchange, which
last year adopted a revised ver-
sion of Nørby’s “comply or
explain” principles for compa-
nies listed on the exchange.

Novo Nordisk, for one, is
happy to comply and adopted
sustainability as a core principle
of the company. “Sustainability
is not just a corporate state-
ment, but something we all
live,” Øvlisen says. The compa-
ny, which is a major supplier 
of insulin, is working with the
World Diabetes Foundation to
overcome the psychosocial bar-
riers to diabetes management.
“This will not improve our
financial bottom line for many,
many years,” he says, “but it

Master Coaches
SHARON RICHMOND, MBA ’88, PAM FOX ROLLIN, MBA ’95

L
ike all good coaches, alumnae Sharon Lebovitz Rich-
mond and Pam Fox Rollin know that it takes more than pure
talent to reach a goal: It also takes hours and hours of hard
work.

By day, Richmond and Rollin are the founders and principals of
two separate consulting firms. But for the past two years, they’ve also
been working with faculty to develop the School’s Leadership Devel-
opment Platform (ldp), a program that helps mba students hone their
leadership skills. Readings and lectures play a role in the ldp, but
Richmond, mba ’88, and Rollin, mba ’95, believe that most learning
takes place when students have the opportunity to actually practice
what they’ve learned in the classroom.

“Students come in to the program with their own leadership style,
but they’ve only been able to test it in limited circumstances,” Rollin
explains. Through the ldp, first-year students work on management
simulations and role-playing exercises in small groups. Second-years
act as their coaches, helping them to identify their goals, strengths,
and opportunities for development.

For many second-year students, coaching others on how to lead is
unfamiliar territory. This is where Richmond and Rollin come in:
Drawing on their experience advising clients on leadership and orga-
nizational development, they act as “master coaches,” listening to the
challenges that second-year coaches are facing and helping them
devise strategies for resolving them.

Outside of the Business School, Richmond and Rollin recently col-

area,” he says. In fact, the
numbers appear to be growing.
While 60 percent of the mba
Class of 2004 found positions
outside the Bay Area, prelimi-
nary figures show 65 percent of
the Class of 2005 followed.

In order to locate many of
those jobs, Chan, mba ’88, and
his staff visit alums and their
companies in international loca-
tions. Over a few months last
summer, they went to China,
Hong Kong, Singapore, Chile,
Brazil, and Argentina. They also
regularly visit far-flung cities in
the United States. Last year they
went to Seattle, Chicago, New
York, Boston, and Philadelphia.

Alums who would like more
information or a visit may con-
tact Celia Harms at harms_celia@
gsb. stanford.edu. �

by lisa vollmerpeople

laborated on a study of “emotional intelligence”—a person’s ability
to manage emotions, understand motivations, and be sensitive to
other people. Their research revealed that emotional intelligence isn’t
something that people are born with or don’t possess. “When we
asked leaders whether they thought that emotional intelligence could
be developed, the answer was a resounding ‘yes,’” says Richmond.

Rollin’s coaching experience at the School has led her to the same
conclusion. She recalls a former student who “thought he was too
quiet, too reserved” to lead. “Through the one-on-one coaching and
by trying things out with his team, he learned that he could lead in
his own style and be just as effective,” she says.

The potential to inspire such positive change keeps both alumnae
involved. “It might sound hokey,” Richmond says, “but I share the
gsb mission: Change lives. Change organizations. Change the world.
This is part of how I do that, one leader at a time.” �

Sharon Richmond, left, and Pam Fox Rollin
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by marina krakovskycreativity

Ray of Enlightenment
Michael Ray taught a generation of students to listen to their gut, find their own path,

and aim for their highest goal—all in the name of creativity.
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Stanford) walks around tidying up and talking about
the house. Ray seems to be demonstrating one of his
“live-withs,” or rules for living creatively: “Be Ordi-
nary,” which is to say, be yourself and don’t try to
impress.

When I ask about something extraordinary—the col-
orful space where he leads a weekly chanting and med-
itation group, he steers me away from talk about the
particulars of his personal spiritual practice. Invoking
universals like gratitude, peace, and communion, Ray
says he tried to open ways for students to explore their
inner resources by bringing in multiple approaches to
class but never advocating any in particular. He makes
sure I’m comfortable in an overstuffed chair before set-
tling himself in a mahogany-stained rocker—a farewell
gift from his marketing faculty colleagues. “I was part
of the marketing area, but toward the end I was pretty
much in my own area,” he tells me. (His title is John G.
McCoy–BancOne Corporation Professor of Creativity
and Innovation and of Marketing, Emeritus.)

Ray’s uniqueness among the faculty offers a big clue
to his popularity with students. After all, his teachings
about self-actualization, looking inward, and living a
life in accordance with your highest values aren’t exact-
ly groundbreaking, having entered mainstream culture
decades ago through humanistic psychology and New
Age literature. Yet by the go-go eighties, these ideas once
again seemed countercultural—especially at the Busi-
ness School.

“It was completely unlike any other course at Stan-
ford,” says Denise Brosseau, mba ’93, who cofounded
the Forum for Women Entrepreneurs with classmate
Jennifer Gill Roberts from the personal mission state-
ment Brosseau developed in the course. “It was the first
recognition at the Business School that there’s more to
life than money. I had always known that, but you can
question your reality,” says Brosseau, who led the
forum for 10 years. (She’s now ceo of Showcase Tech-
nology Inc., a company she recently cofounded.)

She and others call the course title a misnomer. Its
scope goes far beyond business, and most people think
of creativity only as the ability to generate ideas. Ray is
interested in this innovative sort of creativity, but he
cares far more about the broader sense of the word:
what one alum called “being your self in life.”

This double meaning serves Ray well. Tye recalls that
when he once told Ray that the creativity class is really
about courage, Ray responded, “I know, but don’t tell
anybody because they wouldn’t have approved a class
on courage.”

J
oe tye, mba ’85, miscalculated, bidding only
60 points on gsb 341, Personal Creativity in Busi-
ness. That was almost two-thirds of his bid allot-
ment for all classes, but not enough to make the

roster of Professor Michael Ray’s course—which was
so popular that many students bid a maximum 95 to
get in. Unfazed by the setback, the second-year student
and class co-president showed up anyway.

“Let’s get creative about this,” he recalls telling Ray.
The move may have showed more chutzpah than cre-
ativity, but it worked: The professor bent the rules to
allow Tye to stay if he promised to do the work. Tye,
who now lives in Iowa and consults under the moniker
“America’s Values Coach,” calls it “the single most
influential class I’ve ever taken—for class credit or not.”

This revelation seems surprising on meeting Ray. In
his Santa Cruz home office, the semiretired professor
(who hasn’t taught his famous class in over a year at
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Perhaps not, though when he introduced
the class in the 1979–80 academic year fol-
lowing a period of intense soul-searching,
Ray was already a tenured professor, teach-
ing courses in advertising, marketing man-
agement, and research methods. He had
arrived at Stanford in 1967 after working
in advertising and earning his doctorate in
social psychology, and by the late seventies
was outwardly successful but inwardly mis-
erable. In one of the personal development
courses he took during that period of tur-
moil, he met Rochelle Myers, a multitalent-
ed artist and art therapist, and the two
developed and taught Personal Creativity in
Business, the first such course in a major
business school. The class quickly took off
and eventually led to similar courses else-
where. Srikumar Rao, a professor at Long
Island University who has taught his own
Creativity and Personal Mastery class at
Columbia, Kellogg, and the London School
of Business, calls Ray an inspiration. Rao
says he’d wanted to teach
a course like this for some
time but thought that no
business school would
ever want it. But when he
learned of Ray’s course
and its popularity, he
thought, “If Michael can
pull it off at Stanford, maybe I can pull it
off, too.”

While it’s hard to know the course’s
impact on the more than 1,500 former stu-
dents, interviews with a decidedly nonran-
dom sample—mainly those Ray has stayed
in touch with—reveal a profound and last-
ing effect. The biggest take-home lesson:
Listen to your inner voice.

Brosseau provides a most dramatic
example. During an in-class exercise she
describes as a guided meditation but that
Ray says is more generally known as a
“visualization,” she made what she calls the
best decision of her life: to call off her wed-
ding 10 weeks before the big day. “I had the
dress, the invitations, everything—and the
next day I left the relationship.”

What happened? The exercise, in which
Ray had students imagine meeting and get-
ting advice from a “wise old person” of
their choice, left her sobbing—“something
you just don’t do at the Business School,”
she now says with a laugh. The exercise
helped her quiet her mind enough to hear
what she already knew. She’s learned, she
says, that “there may be 450 reasons to do
something, but if your heart isn’t saying
‘Yes,’ don’t do it.”

“For the kind of student attracted to the

Business School, that’s a counterintuitive
message,” says Heidi Roizen, mba ’83, a
managing director at Mobius Venture Cap-
ital. “It’s ok to think analytically,” she adds,
“but especially in early-stage venture capi-
tal, there’s no amount of due diligence you
can do to be absolutely certain something is
a good investment, so you have to trust
your gut.” Roizen often uses Ray’s question,
“Is it a Yes or is it a No?” as a simple way
to tap into that inner wisdom. “Take a deep
breath, and often the answer comes to
you.”

Listening to their inner voice took some
alums off the seemingly logical career path.
Larry Smith, Sloan ’01, says that when
Cummins Engine paid his way through the
competitive one-year Sloan Master’s Pro-
gram, the company viewed him as “one of
the fast-trackers.” So when he left Cummins
just a couple years later to work in the non-
profit sector—taking a pay cut of about
$40,000—some people said he was crazy.

But those who knew him
well weren’t surprised.
Smith, now associate
director of the Center for
Philanthropy at Indiana
University and a lay min-
ister in his church, hasn’t
looked back.

That’s because living a life true to your
self is priceless, Ray suggests. Kraig King,
mba ’83, who left a management career to
earn a doctorate in psychology, feels his cur-
rent work in helping executives and organ-
izations become more effective is a more
authentic path for him. But, he says, “If 
I were to just do a cost-benefit analysis, I
doubt that I would have taken the approach
that I took.”

The path for Jim Collins, mba ’83,
became clear when he applied his favorite
live-with from the course: “Do only what is
easy, effortless, and enjoyable.” Collins,
who wrote the foreword to Ray’s latest
book, The Highest Goal (Berrett-Koehler,
2005), realized in his twenties that for him,
having a job did not pass the “eee” test. “I
was just not cut out to work for other peo-
ple,” Collins says. That discovery led him
to independent research, which became the
basis of the bestsellers Built to Last and
Good to Great,which Collins co-authored.

Ray makes no claims that his techniques
will bring material wealth—in fact, worldly
success is beside the point. What is impor-
tant, he says, is making your life itself a work
of art. As he’d tell his students, “This kind
of creativity is essential for health, success,
and happiness in business and in life.” �
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Renegotiating Debt: One Consumer at a Time
As alternatives to consumer bankruptcy dwindle, Brad Stroh and Andrew Housser 

offer a third-party alternative to those overburdened with personal debt.

panying story], individuals who fall on hard times have
fewer and fewer options available to them. One option
is to hire Freedom Financial Network llc , headquar-
tered in San Mateo, Calif., and founded by Brad Stroh
and Andrew Housser, both mba ’02. Families experi-
encing financial distress hire their company to advise
them and negotiate with creditors to reduce debts,
including credit-card balances and other debts not cov-
ered by collateral.

“We don’t just consolidate loans and move debt
around, as most advising agencies do,” Stroh explains.
“Our business innovation is that we save consumers
the maximum amount possible by negotiating with
creditors to reduce the principal owed, and we’re paid
by the consumer, not the creditor, which eliminates any
conflict of interest.”

Freedom Financial says its model benefits consumers
and creditors, as well as earning Freedom Financial a

profit. Consumers on average pay only 43 percent of
what they owe; creditors recoup more than they would
have if they had sold the delinquent loan to a third-party
collection agency; and Freedom Financial earns com-
mission based on what it saves the client. The compa-
ny’s fee to clients varies but is approximately a quarter
of the amount of principal it manages to knock off. The
firm says it has negotiated debt relief for more than
4,000 clients—who average $30,000 of debt each—over
the last fiscal year. “We’re achieving client savings of
about a million dollars per month,” Stroh says of his
company, which enlists the help of 70 employees, includ-
ing two other gsb alums (Jeffrey Staley, mba ’02, and
Louis Lipani, mba ’04).

Freedom Financial’s approach works in part because
it helps clients avoid the dreaded stain of bankruptcy on
their credit report. “Bankruptcy remains one of the best-
known ways to eliminate debt for consumers who can’t
pay what they owe,” acknowledges Stroh. “But con-
sumers should protect themselves by looking at other
options in light of the law’s tighter rules, which make it
substantially more difficult to obtain Chapter 7 protec-
tion, which wipes out all debt.” Chapter 13 establishes
a repayment plan, he notes, but debt resolution of the

Y
ou’ve lost your job, experienced a finan-
cially devastating divorce, or suffered a cata-
strophic illness that costs thousands of dollars
not covered by your insurance. Whatever the

impetus, you’ve plunged into the fiscal nightmare zone,
broke and in debt big time, and you don’t know where
to turn.

This scenario is becoming all too common for mil-
lions of Americans, many of whom are in hock up to
their eyeballs even under the best of circumstances.
And with the cost of living ever rising and recent laws
making it harder for debtors to find relief [See accom-
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Brad Stroh, left, and Andrew Housser

Freedom Financial’s approach works 
in part because it helps clients avoid the

dreaded stain of bankruptcy.

by marguerite rigogliosopersonal finance
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kind Freedom Financial offers typically pro-
vides significantly better terms for the con-
sumer than do these repayment plans—and
keeps a bankruptcy judgment off one’s
record. A bankruptcy on a credit report can
result in serious long-term difficulties in
obtaining future credit and financing.

The firm also takes away for clients the
hassle of trying to plead with creditors.
While creditors may grant “temporary hard-
ship” status to someone with extraordinary
circumstances, negotiating as one individual
with a large corporation, particularly a cred-
it card company, hospital, or other medical
provider can be time-consuming and chal-
lenging. “We all know how hard it can be
just to reach customer service sometimes, let
alone obtain a negotiation on major debt
owed,” Stroh says.

Stroh and Housser founded Freedom
Financial in 2002 after years in the finance
and investment industries. Noting rising
consumer debt levels and the lack of ade-
quate advisory services, the two perceived
an opportunity. Now, with consumer debt
at an all-time high and relief options at an
all-time low, the two have found more than
a niche. “It’s great to be profitable and grow-
ing but still genuinely helping thousands of
people,” Stroh says. For more information,
visit http://freedomfinancialnetwork.com. �

new legislation making it much more
difficult to file for Chapter 7 bankruptcy
protection—the filing that erases all debt—
was to go into effect in October. Now filers
must pass a stringent means test to prove
they have no ability to repay. Many conse-
quently will be forced to pay much or all of
what they owe on a strict timeline rather
than have their debts dissolved as in the
past. A bankruptcy nevertheless will appear
on their credit report.

“This will significantly extend the period
of financial trauma for many Americans
who turn to bankruptcy because they are
truly in desperate situations,” says Brad
Stroh, mba ’02, co-ceo of Freedom Finan-
cial Network. The law also may put a
damper on America’s entrepreneurial spir-
it. “Many small businesses are funded with
people’s personal credit cards,” Stroh notes.
“If there is no longer the safety valve of
bankruptcy for failed ventures, people will
be much less likely to take business risks in
the future. Our entire economy could be
negatively affected.”

But critics of existing bankruptcy laws

say bankruptcy abuse
ultimately creates a
burden for consumers,
and that the current
system in fact makes

no distinction between the millionaire and
the struggling family. Meanwhile, the gov-
ernment, nervous about the $10 trillion of
consumer debt hovering over the nation,
also has mandated a rise in minimum cred-
it-card payments. That means by the end of
this year, many people’s monthly credit-card
payments could double to 4 percent of their
outstanding balances. “Individuals scraping
to make the monthly minimum will now be
bumped into the financial hardship catego-
ry,” Stroh says.

Adding to the one-two punch is a third
hit: The federal government has shut down
many debt-counseling and credit-counsel-
ing agencies posing as nonprofits because
they are, in fact, outsourced collectors mak-
ing money from credit-card companies. “As
imperfect as they are, they’ve been people’s
main recourse for assistance with debt hard-
ship,” Stroh says.

These new federal developments “will put
people in indentured servitude to their debts
for many years,” he says. Although debtor’s
prison hasn’t been reintroduced, the alterna-
tive, it seems, will not be much fun either. �

Prepare your son or daughter
for a career in business

SUMMER INSTITUTE FOR GENERAL MANAGEMENT and
INTRODUCING SUMMER INSTITUTE FOR ENTREPRENEURSHIP

Next summer, imagine your son learning how to write a business plan. Imagine your daughter
learning how to manage a distributed global team. If your child is an undergraduate or
graduate student in a non-business major, attending a Summer Institute program at the
Stanford Graduate School of Business will provide a head start on a successful career.

June 25 – July 22, 2006

www.gsb.stanford.edu/si

New Laws Grapple with 
Consumer Credit Issues
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Pioneering Supply Chain Forum Turns 10
What began as an informal gathering to discuss supply chain dynamics is today a network 

that addresses the most successful means of bringing goods to the market.
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research institute that brought together
academics and business leaders to under-
stand successful supply chain practices in
an increasingly fast-paced and global busi-
ness environment. Looking back over the
past decade, Lee, co-director of the forum,
says that Amazon provides a wonderful
example of how a company can transform
its business and trounce the competition
through effective supply chain manage-
ment.

Supply chains are behind-the-scenes net-
works of manufacturing plants, distribution
centers, transportation systems, and even
central design operations. They do not
always receive a great deal of attention.
Even big companies sometimes neglect to
fine-tune their supply chains or put contin-
gency plans in place to respond to manu-
facturing or shipping disruptions caused by
natural disasters, local health epidemics, ter-
rorist attacks, strikes, or bankruptcies.

But mastering the supply chain is critical
to ensuring a steady flow of goods and can

also be the key to gaining advantage over rival businesses in
extremely competitive markets, notes Lee. He cites the example of
the Mexican cement manufacturer Cemex, which was able to grow
its market share by incorporating road traffic monitoring technol-
ogy to slash its delivery window from 2 hours to 15 minutes.

T
en years ago Amazon.com opened its virtual doors
offering a new business model for selling books that would
spur countless copycats and usher in an entirely new way
to sell merchandise online.

Since then, Amazon and its founder, Jeff Bezos, have often been
hailed for their genius. They are credited with recognizing the young
consumer-focused internet as a retail sales platform that could slash
a company’s operating expenses and expand its customer base
almost exponentially.

But Hau Lee, the Business School’s Thoma Professor of Opera-
tions, Information, and Technology, says that Amazon’s real insight
was in building an internet business that was solidly backed by a
brick-and-mortar network of warehouses and distribution centers.
While other online retailers slapped up businesses with little more
than a website and a link to the manufacturer’s warehouse, Ama-
zon took direct control of the merchandise it was selling in a way
that would enable it to offer superior customer service while eas-
ing its expansion into other product categories like the toys and
gardening tools it sells today.

“The fascinating thing about Amazon is it is supposed to be an
internet company, but they make use of brick and mortar very
well,” Lee says. “Because they built several warehouses, they were
able to sell a lot more than books. They combined the old econo-
my with the new.”

At the same time Bezos was launching Amazon, Lee was found-
ing the Stanford Global Supply Chain Management Forum as a

Facts about the Forum
PARTNER COMPANIES: 25

ACADEMIC PARTNERSHIPS WITH:
� The European Forum on Global Supply Chain Management

at Eindhoven University in the Netherlands
� Hong Kong Logistics and Supply Chain Forum in Hong Kong
� Annual Roundtable discussions, conferences, and seminars

held on the Stanford campus and in locations including 
the Netherlands, Switzerland, and Shanghai

EDUCATION OFFERINGS FOR WORKING EXECUTIVES:
� Managing Your Supply Chain for Global Competitiveness

Executive Program
� Supply Chain Management and Technology (mba elective)
� Supply Chain Management and Analytics (mba elective)
� Foundations of Supply Chain Management (PhD course) 
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Sixteen years ago, the Business School organized an informal
gathering of students, academics, and local businesses including
Sun Microsystems and Apple Computer to explore ways to
strengthen supply chains. The discussion turned into a regular event,
and in 1995, the Stanford Global Supply Chain Management
Forum was officially set up to develop and teach better supply chain
practices for an increasingly global business environment.

“We were the first group of its kind,” says Seungjin Whang, the
forum’s co-director and the Jagdeep and Roshni Singh Professor of
Operations, Information, and Technology at the Business School.
“Without our leadership, this focus on supply chain practices may
never have happened.” In early June, the group held its 10th annu-
al symposium and hosted presentations on the latest supply chain
practices from 13 global businesses including Intuit, Amazon,
Cemex, and the Gap.

Much of the discussion focused on the ways globalization and
technology have accelerated the business cycle and made efficient
and nimble supply chains more important than ever. Software and
other communications technology enabled by the internet have the
power both to ease supply chain disruptions and to magnify the
impact of a local disruption so that it is felt the world over, said
speakers.

Mark Roenigk, vice president of supply chain operations at the
financial services software maker Intuit, noted that his company’s
supply chain was so susceptible to unforeseen events that it has
started to focus less on market forecasts and more on technologies
that will make its manufacturing faster and more flexible.

This kind of strategy is consistent with what Lee and other mem-
bers of the Forum have long advocated. In 1997, Lee and Whang
authored a paper titled “The Bullwhip Effect,” examining how
minor changes in demand are magnified as they move up the sup-
ply chain—often causing companies to dramatically ramp up or cut
back production far more than is warranted.

Last year that paper was named one of the 10 most influential
papers published in the journal Management Science during the past
50 years. All the other papers recognized were at least 20 years old.

“In a sense, supply chain management was leveraged by tech-
nology, but it is not just about technology,” says Whang. Kosuke
Ishii, professor in the design division at the Stanford School of Engi-
neering, also serves as a co-director of the Forum, in a nod to the
importance of product design in effective supply chains.

One business that has effectively altered its product design in the
interest of better supply chain management is computer maker
Hewlett-Packard, which has gradually shifted from building cus-
tomized computers for different countries to adopting a common
design with minimal variations.

Today, hp computers include only a few country-specific fea-
tures, such as the power unit, which can be added in the final stage
of manufacturing. That way, if there is a sudden surplus in Iceland,
hp machines headed for that market can be more easily diverted to
Spain or another market where demand is stronger. Lee says this
concept of “last-point-differentiation” also has been key to the suc-
cess of other computer makers like Dell.

Going forward, Lee says the supply chain discussion increasing-
ly will concern doing business in China, the site of a growing num-
ber of manufacturing operations and a major customer for u.s.
companies.

“It’s amazing that every time I talk to a company, it is hard to
have a conversation that does not include China. Everyone wants
more of an understanding about how to leverage China and make
use of the opportunities in China,” he says. �
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M
ike murray, mba ’81,
clearly remembers the
day. About 13 years ago
as an Apple Computer
employee, he was attend-

ing a national sales meeting in Acapulco
and decided to take a walk on the beach.
There he met a boy dressed in rags, begging,
holding the hand of his little sister, who was
blind. Murray gave them money, but he
was profoundly shaken by their plight.
Afterward, he found himself thinking often
about the encounter. Surely there must be a
way to help these children—and millions 
of others—in a more constructive, long-
lasting way.

Murray now thinks he has found the
answer. About four years ago, he launched
an organization to help accelerate the
growth of microfinance, an approach
whereby local groups make small loans to

destitute people to jumpstart businesses. He
recalls the pride and hope exuded by a
group of women in Bolivia who had
received loans of $100 or so. “I saw a real
miracle of emotional, intellectual, and spir-
itual empowerment,” he says.

For Rachel Payne, mba ’04, the long-
term impact of microfinance really hit home
last year when she helped set up a loan pro-
gram in Uganda. It was during a conversa-
tion with a village phone operator, a client
who had taken out a loan to set up a busi-
ness providing telephone service for the rest
of the village. The woman recounted over-
hearing a mother urging her daughter to go
to school so she could become a phone
operator herself one day. In that moment,
Payne explains, she saw the profound effect
her work could have on the entire commu-
nity. “These women were role models for
the rest of the village, making it socially

M I C R O F I N A N C I E R S
Developing Paths to Self-Sufficiency

Food vendors are among the small business people who benefit from microloans in developing countries. From left to right, 
a businesswoman client of a microfinance institution in Hyderabad, India; another in Tula, Mexico; and others in Nairobi, Kenya.

The institutions that make the loans are partners of Unitus, an organization headed by Mike Murray, MBA ’81,
who is trying to expand the reach of microfinancing.

�

A loan of $50 in the 
developing world can 

raise a family out of abject
poverty, but servicing

small loans can be costly.
Alums are working 

to improve the business
model for microfinance 
institutions so they can 

expand their reach.
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Mike Murray, MBA’81
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acceptable for girls to be literate,” she says.
“By breaking down the barriers people
face, we are enabling them to use their own
resources to change their lives.”

How best to address the problem of
extreme poverty in developing nations? 
For a growing number of people, one
approach—microfinance—is a tactic of
breathtaking potential. “It’s the most impor-
tant solution I have found,” says Vinod
Khosla, mba ’80, a partner in Kleiner
Perkins Caufield & Byers, the Menlo Park,
Calif., venture capital firm. Khosla works
closely with a number of microfinance insti-
tutions.

Inspired by European and Indian credit
cooperatives in the late 19th century, this
microfinance model of lending small
amounts to individuals and making their
friends and neighbors responsible for
defaults was pioneered in the mid-1970s by
Grameen Bank in Bangladesh. There are
now about 3,000 microfinance institu-
tions—mfis for short—in Asia, Africa, the
Caribbean, and Latin America. They are
financed both by donors looking for a way
to tackle poverty and, more recently, by
investors seeking profits. In most cases, bor-
rowers don’t have conventional collateral.
Interest rates at 30 to 50 percent a year,
while high by Western standards, are con-
siderably less than those demanded by
other local moneylenders, who charge from
10 percent a day to 50 percent a month. To

ensure repayment, microfinance institutions
often lend to groups of 3 to 30 borrowers,
usually women, who take responsibility for
seeing that their colleagues pay on time.
Repayment rates range from 90 to 98 per-
cent, according to a variety of experts.

The microfinance approach has helped
many people work their way out of abject
poverty and send their children to schools
they would not otherwise have been able to
afford. It also has empowered women by
providing them with more economic clout
in their homes. But it is by no means yet a
panacea for world poverty. mfis still face
substantial barriers, from a lack of stan-

dardized financial metrics that make it dif-
ficult to measure success to steep adminis-
trative costs and problems associated with
serving dispersed rural populations. Indeed,
while there are about 3 billion people,
including children, living on less than $2 a
day—the World Bank’s definition of pover-
ty—microfinance organizations have given
loans to about 80 million adults. That,
according to Murray, is just about 20 per-
cent of the potential candidates for loans.

“We have to get a lot larger to really help
people living in poverty,” he says. “At a
macro level, it’s when you have 10,000 or
20,000 families benefiting from these loans

that the growth rate of an entire economy
is raised. The tide lifts all ships.”

The good news is most of these obstacles
are far from insurmountable. Microfinance
institutions and their advocates, including
a number of Stanford Business School
alumni/ae, are addressing problems head-
on. Specifically, they are introducing new
measurement systems, creating more effi-
cient operating systems, developing ways to
significantly boost growth, and installing
technological innovations.

The challenges start with the need for
financial transparency. Until recently, there
have been no standard methods of meas-
urement. The lending institutions have pro-
duced a potpourri of metrics—and little
clear evidence of their profitability, size, or
societal impact. For example, some mfis
include donations in their revenue numbers;
others don’t. “There are lots of anecdotal
accounts of success, but it would be nice to
have more quantitative measures,” says
Business School Professor John McMillan,

Rachel Payne, MBA’04
photograph by thomas broening
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“It’s when you have 10,000 or 20,000 families
benefiting from these loans that the growth rate

of an entire economy is raised.”
—MIKE MURRAY
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who codirects the School’s Center for Glob-
al Business and the Economy. The center
has hosted several discussions and speakers
on microfinance.

“If you’re going to reach more investors
and donors, you need clear standards that

are generally accepted,” says Payne, who
now works for Google, where she is help-
ing to set up the Mountain View, Calif.,
company’s philanthropic arm.

The local nature of mfis means many
don’t operate under regulatory supervision,
says Blaine Stephens, director of analysis
for Mix Market, a microfinance informa-
tion clearinghouse in Washington, d.c. This
makes it difficult to judge which of the non-
profit organizations, most of whom are
dependent upon donors now, could in the
future sustain themselves or greatly expand
their reach.

In fact, some studies suggest mfis are still
very dependent on donations. In a 2003
study of 125 of the largest, 66 were able to
meet their costs without donations, accord-
ing to the MicroBanking Bulletin, which is
published by Mix Market. That means, of
course, that about half were not financially
sustainable. For those focusing on poorer
clients, 37 percent were sustainable.

The profitability of microloans, accord-
ing to the limited data available, tends to
vary with the lending institutions’ clientele

and loan types. So-called solidarity lenders
serve groups of three to five people. Village
banks work with populations up to 30.
Others lend to individuals, eschewing the
traditional group orientation of mfis. Gen-
erally, “the larger the group, the poorer the
people,” says Monica Brand, mba ’97, vice
president of marketing and product devel-
opment for accion International, which
assists and invests in mfis in Latin Ameri-
ca, the Caribbean, and Africa.

Thus, the average loan size for village
bank lenders is $149, compared to $1,220
for lenders to individuals, according to
researcher Jonathan Morduch, associate
professor of public policy and economics at
New York University. In a recent study of
124 institutions, he found the average
return on assets was minus 8 percent for
lenders using the village banking model,
minus 5 percent for solidarity loans, and
plus 1 percent for loans to individuals.

Consider one of the most successful
mfis, Bank Rakyat Indonesia (bri). From
1999 to 2002, bri’s microfinance division
had annual average profits of $147.1 mil-

microfinanciers

“There are lots of anecdotal accounts of success,
but it would be nice to have more quantitative measures.”

—PROFESSOR JOHN MCMILLAN

“It’s the most important solution I have found.”
—VINOD KHOSLA

Vinod Khosla, MBA’80

About 2,000 Ugandan phone operators, such as Naluwata Proscova, right in left photo, have taken out 12-month 
loans to buy booster antennas, wireless handsets, and solar panels or car batteries to run phone service in remote villages, 

many without electricity. At right, Richard Mwami, manager for the company MTN villagePhone trains more potential phone 
franchise operators at a session in Kampala. Nine microfinance organizations are involved in making the equipment loans.
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lion with a 6 percent return on assets. But
its average loan size was $345. In contrast,
institutions in Bangladesh and India gener-
ally made loans on the order of $50 to
$150. The implication: bri, along with
other similarly successful mfis, didn’t gen-
erally serve the poorest of the poor.

B
ut as success stories spread,
more funds have become available.
Over the past several years, 60 to
100 funds have been started, invest-

ing about $1.2 billion in some 500 mfis,
according to Elizabeth Littlefield, director of
Consultative Group to Assist the Poor, a
Washington, d.c.–based consortium of 28
private and public agencies trying to
increase access to financial resources for the
poor in developing countries. Some of the
funds are seeking a conventional return on
investment, either for investors or to plow
back into microfinance. BlueOrchard
Microfinance Securities, started in 2001, has
$40 million invested, with an anticipated
annualized return of 5 percent to 9 percent,
according to Morduch. accion Invest-
ments, launched in 2003, has $19.6 million
in assets with a 7 to 8 percent return. The
funds are a significant source of capital, but
“they’re not investing in the mfis reaching
the most poor,” Morduch says.

Others point to a potential downside for
microlenders financed by these funds: ex-
change rate risk. Because the investments are
made in dollars, the risk is held by the recip-
ient institutions, not investors. Furthermore,
there aren’t a great many institutions in
strong enough financial shape to accept
investments from these funds. “It suggests
there will be consolidation,” Littlefield says.
“There are too many funds and not enough
institutions ready for investment.”

Microfinance institutions also have had
trouble making inroads in rural areas with
dispersed populations. Indeed, the most suc-
cessful are located where it’s easier to serve
large numbers of clients with small staffs.
Agricultural economies pose another prob-
lem: When they’re hit by seasonal calami-
ties, such as exceptional rainfall, most or all
of a lending institution’s clients are hurt at

the same time. “It’s difficult for portfolio
management purposes to have all our
clients’ risks so connected,” Littlefield says.

Still, while mfis face steep challenges,
many advocates say they’ve also begun to
turn the corner. “We’re at a turning point.
Awareness [of more sophisticated metrics]
has started to increase. Investment has start-
ed to increase,” Payne says. “We’re reach-
ing a tipping point for microfinance in our
ability to reach more people.” In the past
five years, there’s been a small but signifi-
cant upswing in the number that are self-
sufficient. Average total revenue over
average total cost ranges from 0.95 for sol-
idarity lenders to 1.11 for mfis loaning to
individuals. That compares to 0.89 for sol-
idarity loans and 1.02 for individual loans
in 1998, according to Morduch. Also,
newer organizations—those started after
1995—have become financially sustainable
more quickly than those started previously,
according to MicroBanking Bulletin.

Several major banks recently have entered
into microfinance lending, further evidence
of its increasing viability, according to advo-
cates. One pioneer, Deutsche Bank, for ex-
ample, introduced its own private nonprofit
fund about seven years ago to make loans to
local banks, which would use the money as
collateral when lending to mfis.

“Our mission is to create an indigenous
system of financial support,” Christina
Juhasz, mba ’95, says about the bank’s
foundation, where she is the volunteer
director of the microfinance group in the
United States. Earlier this year, however, the
bank took its commitment to another level
with the launch of a $75 million commer-
cial fund that accepts outside investments.
(The bank does not anticipate making a
profit from the fund, which is part of the
foundation, but does expect investors in the
fund to do so.) “We saw that, my goodness,
there’s money in this,” says Juhasz, who is
also a Deutsche Bank fixed-income direc-

tor. “And we could encourage others to
invest with us for a profit.”

Then there’s the issue of standardization
of financial metrics. Recently, various organ-
izations have made significant progress. This
fall, Consultative Group was scheduled to
come out with a standardization guide for
microfinance institutions. Already, groups
like Mix Market have developed metrics
that about 450 mfis follow.

The most profitable institutions have
established cost control models for the
industry. While microfinance institutions
have generally charged high interest rates to
cover the high administrative costs of small
loans, at some of the most successful insti-
tutions costs are down to about 4 cents on
the dollar, according to Littlefield.

Some advocates say the most profitable
mfis do not all focus on less-poor clients
either. A study of 17 institutions that
became self-sustaining between 1999 and
2002 found that their loan balances were
lower on average and retained more of a
focus on poorer clients than others, accord-
ing to MicroBanking Bulletin. accion’s
Brand points to Compartamos, a success-
ful mfi in Mexico that uses a village bank-
ing approach and “reaches some of the
lowest segments of the poor,” she says,
thanks to highly efficient operations. And,
according to Murray, the larger average
loan size made by some mfis doesn’t mean
they’re working with less poor clients; it
means that their borrowers are on their sec-
ond and third loans, which tend to be larg-
er than their earlier ones.

The fact that the more sustainable mfis
tend to reach more clients is one reason that
Murray launched an organization in 2001
to help them dramatically increase the num-
ber of people served. He founded Unitus,
what he calls a microfinance accelerator, to
provide training and other assistance to
promising mfis with the goal of reaching 10
million borrowers by 2015.

Murray and his colleagues, based in Red-
mond, Wash., pinpointed 60 financial,
political, and management metrics to iden-
tify the microlenders who were most likely
to be successful. (They had to have been
making loans for two to five years with a
98 percent or greater repayment rate, for
example.) During five- to seven-year part-
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“Investment has started to increase. 
We’re reaching a tipping point with microfinance

in our ability to reach more people.”
—RACHEL PAYNE

“We saw that, my goodness, there’s money in this.”
—CHRISTINA JUHASZ

microfinanciers
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nerships with the chosen organizations,
Unitus intends to help them move from
nonprofit status to official banks for the
poor. The institutions can then be deemed
eligible for equity investments, allowing
them to grow their operations significantly.
With this approach, “you’re going to make
a real dent in entire communities,” says
Murray, who expects each of the seven mfis
he is working with now to serve at least
250,000 clients in five years.

One such institution, sks, located in
Hyderabad, India, was serving about
13,000 women three years ago. Unitus con-
sultants helped rewrite the organization’s
business plan and train its managers. Now,
it reaches about 100,000 clients and has
applied for a license to become a bank. Its
return on assets is 2.5 percent.

Advocates also point to a big push to
promote savings among mfis. More than
10 percent of institutions from 1999 to
2002 went from having no deposit services
to holding savings of more than 20 percent
of their total asset base, according to Mix
Market. That’s important because institu-
tions able to take deposits are likely to have
a lower cost of capital and the ability to
make more loans. They point to the success
of bri, which was launched in the 1980s as
a bank for the poor. In the 1997 financial
crisis, the bank not only survived but took
in more deposits because it was viewed as
safe, Morduch reports.

Still, while there has been progress, it’s a
tough road. In order to register officially as
a bank, mfis in many countries must jump
significant regulatory hurdles. In some, reg-
ulatory reform will be necessary first.

Perhaps the biggest boost for microfi-
nance will come from new technology. Some
mfis have experimented with the use of
handhelds. Loan officers using their pdas
can make financial decisions in the field so
that clients don’t have to make a time-con-
suming trip to the branch. Payne recently
participated in a one-year pilot for Grameen
Bank in which clients in rural areas of Ugan-
da made loan payments by swiping a smart
card into point-of-service machines hooked
up to a branch over a wireless network. If
successful, such technology could erase
most of the problems faced by mfis serving
dispersed, rural populations.

“If they cover the cost for tiny transac-
tions without having the human capital and
variable costs of the past,” Littlefield
observes, “there’s almost no limit to how
many of the poor can be reached.” �

VILLAGE ENTERPRISE FUND

Started in 1987, this San Francisco–based group
gives outright grants of $100 to small groups for
businesses such as a bicycle repair service run by
five people in the Tororo district of Uganda. “It’s
inconceivable to me that you could have a loan 
program in a very rural area,” says Robert King,
MBA ’60, who is on the fund’s board of directors.
“It’s not an easy thing to service the debt.”

According to King, the approach has had stellar
success. He points to one woman who went from
being a beggar to running a profitable fish busi-
ness—and being able to send her children to
school—over a period of two years.

ACUMEN FUND

Founded four years ago by Jacqueline Novogratz,
MBA ’91, pictured at left, the New York–based 
Acumen Fund practices what some have called
“venture philanthropy.” Acumen gives small compa-
nies in India, Pakistan, Kenya, Egypt, and Tanzania
grants and loans totaling several hundred thousand
dollars apiece to make and sell critical goods and
services that the poor lack but desperately need.
(Think clean water or adequate health care.) One
company, for example, provides poor urban squat-
ters access to plots of developed land at affordable
rates. Another offers an employment and training
program in health care for uneducated youths.
The ultimate goal: creating sustainable companies
that can improve the overall standard of living.

KICKSTART

The underlying philosophy of this 14-year-old 
organization, based in San Francisco and Nairobi,
is that the key to alleviating poverty in rural Africa 
is giving poor people access to technology with
which they can dramatically change their lives.
“We put credit into the supply chain at the top
level,” says Aaron Slettehaugh, MBA ’02, who
worked with the organization, formerly known 
as ApproTec, for about three years.

By giving the manufacturer of, say, irrigation
pumps a line of credit, a chain reaction starts,
ultimately allowing the farmer to buy on credit an
$80 to $90 pump he would never have been able 
to afford otherwise. “We’re looking for something
that can create a major large-scale change, not
incremental improvement,” Slettehaugh says.

M
icrofinance is just one of many approaches to helping 
the poor in developing countries improve their lives and become 
self-sufficient. Here are a few other organizations in which Business 
School alumni/ae have been involved and their models:

A L T E R N A T I V E  A P P R O A C H E S
to Reducing Global Poverty
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ome people believe that companies achieve
great success because they are headed by a brilliant,
charismatic leader. I think this is a myth fueled by
media hype. Agility, continuous improvement,
and outstanding total quality require the ideas and
involvement of everyone in the organization.

There must be leaders at every level.
Why? The worker who runs operation 40 on our crankshaft line

knows more about how to reduce variation in the concentricity of
the main journals than I could learn in the rest of my life. Toyi
Rodríquez, who works in our parts distribution center, knows how
to speed up deliveries much better than I do. Our maintenance
manager, Javier Shiguetomi, has reduced downtime on the cylin-
der-head line through predictive maintenance in ways I never imag-
ined. Likewise, how Jorge Machuca can design the perfect power
train combination for a truck carrying 60-ton loads on the steep
Veracruz–Mexico City route impresses me no end.

One unconventional and especially fruitful way to develop strong
leaders at every level is to create opportunities for employees to do
good in the surrounding community. Volunteering helps develop
self-awareness, confidence, empathy, persuasiveness, tenacity, open-
ness to change, determination, and drive. I learned this through
experience—it was not the theoretical construct I started with.

Nine years ago, as head of Cummins’ wholly owned Mexican
subsidiary, Cummsa, I established a local foundation with seed cap-
ital from the Cummins Foundation. Recognizing that a small foun-
dation would have negligible impact if it tried to deal with the many
socioeconomic problems and injustices in the country, we decided
to focus on two areas—“education for productivity” and natural
resources conservation—and to require that every project have the
direct involvement of one or more of our employees as volunteers.

Cummsa has 120 distributors and dealers throughout Mexico,
but its 1,200 employees, three-quarters of whom are unionized, all
work at one facility in San Luis Potosí, a city of more than 1 mil-
lion located 250 miles northwest of Mexico City. The plant there
makes cylinder heads and crankshafts and remanufactures a vari-
ety of engines for export.

The Cummins Philanthropic Association, known by its Spanish
acronym afic, began in 1996 with three projects and 17 nonunion
volunteer employees. By my retirement at the end of 2004, we had
eight projects involving 89 employee volunteers. Our union
employees are mostly involved in short-term projects, since having
to rotate shifts limits their participation.

Our first project, a workshop called Taller Brayle, was designed
to create decent jobs for people with blindness. Five carpenters
produced 370 wooden shipping skids a month to be used for
exporting our cylinder heads. By the end of 2004, the workshop
had 12 employees producing an average of 7,005 shipping skids
for Cummsa and nine other companies. Four workshop employ-
ees are blind, and all but two have disabilities. While the payroll
increased 2.4 times, productivity increased 19 times, and annual
sales reached $520,000. Ten handicapped former employees have

BY STEVE KNAEBEL, MBA ‘69
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� i l l u s t r a t i o n s  b y  m i c h a e l  f i n k �

“graduated” to jobs with other local companies.
Save a Tree is a project designed to educate Cummins employ-

ees and their families about the conscientious use of paper and recy-
cling. In four years through 2004, 940 metric tons of paper and
cardboard—the equivalent of about 15,700 seven-year-old trees—
have been sent to a recycling center. We estimate this has saved close
to 3.8 megawatts of electric energy and 24.5 million liters of water.

The Satellite Development Center, located in a poor neighbor-
hood of 10,000, tries to improve residents’ quality of life through
“education for productivity” and the teaching of humanistic and
ethical values. In nine years, more than 2,000 adults and young-
sters have taken courses that include adult literacy, how to parent,
computer training, first aid, pastry-making, haircutting, cosmetol-
ogy, knitting, cooking, and English. Several dozen women use what
they have learned to earn income for their families.

In 1999, the center spawned the Creation Workshop to create
decent jobs for mothers who headed families. Five women pro-
duced about 4,000 industrial uniforms for Cummins that year. By
2004 there were 19 women producing nearly 16,000 uniforms for
40 customers, while a nursery for the employees’ children provid-
ed two more jobs.

Encouraged by Cummsa volunteers, in 1998 the state govern-
ment constructed the Business Industrial Training Center to pro-
vide technical training in manufacturing, maintenance, and
metrology. Ignacio Garcia, then our plant manager, chaired the
mostly private-sector board that determined course content and
teaching methods. He is now vice president of purchasing for the
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largest of Cummins Inc.’s five worldwide business units.
Training and Support for the Handicapped, started in 1999,

offers courses in computing, accounting, carpentry, high school
accreditation, English, and sports coaching to help people with dis-
abilities develop skills for jobs. In five years some 200 disabled peo-
ple have been trained, and almost half of them have found jobs.

For a Better Future aims to teach street children moral values
and the work ethic. We have worked with 10 children, several of
whom have stayed in the program for several years. They spend
mornings at the plant instead of on some street corner selling chew-
ing gum, candy, and the like. To offset this loss of income, we give
their families a small stipend. Our volunteers help them with their
homework; most have improved their grades.

serving as a volunteer requires adapting to a world where
the relationships, challenges, and satisfactions are very different
from those found at the workplace. Within a plant or office, the
language and work styles reflect attitudes and behavior that are
generally well-known and predictable. But as volunteers, employ-
ees are outsiders, and, at least in Mexico, their motivation is some-
times viewed with suspicion. (This was certainly true also when I
served as a Peace Corps volunteer in a Venezuelan slum 40 years
ago.) Could this Cummins person actually be an agent from the
Tax Department or the Ministry of Health, the Attorney General’s
Office, or even from the Judicial Police?

When they begin, volunteers do not know the aptitudes, educa-
tion, values, beliefs, and perceptions of the people they will work
with. Who has power and how it flows is unclear. In a communi-
ty, the movement of people and things is less fixed or predictable
than when one is working on a machining line, a personal com-
puter, or a company presentation. That is why volunteers learn to
observe the nuances of what is being expressed with body language
as well as with words:

When you’re talking with someone, does he or she move closer
or away? Does the person look you in the eye? Do onlookers crowd
around or keep their distance? Do they nod in agreement with who-
ever is speaking? Do they look at their shoes? Are their arms
crossed or hanging at their sides in a relaxed way? Do their faces
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show enthusiasm, bewilderment, frustration, or even resentment?
When you work with blind people, for example, you have to

learn how they “see.” Once when I was leaving the Taller Brayle
workshop after a visit, I said to one of the workers, “Well, Jesús,
we’ll be seeing each other.” Without any animosity, he immediate-
ly corrected me by saying, “Sure, we’ll be hearing each other.”

Volunteers also learn to listen in a different way because the
vocabulary and styles of communication are different from those
used in the company. One of our volunteers, José Contreras,
expressed it this way:

“I have learned that you have to give people the opportunity to
be heard before you judge them. Also, when I want to find out if a
person is qualified or not, instead of basing my judgment on his
experience and knowledge, it makes more sense to know about his
values and feelings.”

Volunteers develop, in a special way, a sense of responsibility, ini-
tiative, and perseverance. Obtaining resources is not simply a ques-
tion of filling out a requisition form and getting it approved.
Outside the company, statistical data and information of all kinds
are not so readily available or reliable. You need more creativity
and tenacity—if the resources were readily available, the problem
wouldn’t exist.

Gerardo Rosas: “In the projects we see a bunch of things. There,

we don’t have the quality or maintenance departments to supply
what we need. We become independent and multifunctional. It
forces you to take initiative.”

Mariana Romero: “We are the ones responsible for seeing that
the center operates in collaboration with the government’s Inte-
grated Family Development Program, the local university, and the
National Institute for Adult Education. You have to play a force-
ful leadership role and make things happen, so that the center’s
goals are reached.”

Volunteers also develop an extraordinary sense of teamwork.
Gerardo Rosas: “You’ve got to pitch in regardless of your posi-

tion, and even help unload the trucks. It makes you feel closer to
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work, creativity, and accountability.
Mariana Romero: “I don’t know if the company makes you feel

good because it allows you to participate in the foundation or if
being involved in the foundation makes you feel good about the
company—perhaps both.”

All told, volunteers must learn to be real leaders. Rarely do they
find easy ways to reward or to punish. There are no raises or bonus-
es to be given, nor is it easy to fire someone. They must learn to build
partnerships, develop patience, accept frustration, withstand fail-
ures, and recognize when they have not been understood. They
learn to exercise leadership through persuasion, which means they
must understand what people truly want and need—and they must
adopt that viewpoint as their own. As author Cooper Thompson
has written, “You must develop fluency in the language of feelings.”

People who help others who are less fortunate possess univer-
sally admired values: integrity, a sense of fairness and justice, com-

passion, and humility. Thinking and acting on the basis of those
values builds trust, and trust is vital to achieving “customers for
life”—which is how a company ensures long-term profitability.
Community work brings enormous satisfaction, and satisfied
employees result in satisfied customers.

Listening empathetically and observing with care; taking the ini-
tiative and being tenacious; projecting enthusiasm; understanding
and practicing teamwork; continuously learning; showing com-
passion; feeling confident and generating trust; having the power
of persuasion—these are the essential attributes of a leader that a
volunteer develops. Volunteer activities are a leadership laboratory.
That is why promoting philanthropic activities and involving
employees as volunteers pay off. �

the people.”
I’ve seen that employees as volunteers undergo fundamental

changes: They gain confidence and self-esteem; they feel empow-
ered; their horizons expand; and they acquire a new appreciation
for their privileged situation. They are proud of what they are con-
tributing, and they feel proud of their colleagues and their company.

Patricia Rojas: “It helps me get rid of stress; it shifts my focus in
a relaxing way. I’ve found that, through giving, my life has more
meaning.”

Claudia Ramos: “Over time you come to realize that afic gives
hope to lots of disabled or underprivileged people who otherwise
wouldn’t have any. afic is like a door that opens to a better life.”

Trinidad Guzmán: “It gives me a chance to interact with people
I would never have met under other circumstances—former gov-
ernors, the secretary of education, ceos of companies. It raised my
sights.”

Guadalupe Trujillo: “It has helped me understand how Cummins’
suppliers feel. I have also learned that there is no such thing as a
small customer; you must give time to all of them. It gives me great
satisfaction to see how these ladies value their work—they set an
example for us.”

Gerardo Rosas: “You develop a different vision of our machin-
ing and assembly lines after designing Taller Brayle production flow
and putting it into operation.”

Without question, serving as volunteers inspires loyalty among
employees and makes them want to stay with the company. The
word gets out through volunteers and helps us attract other indi-
viduals with similar attitudes and aptitudes for leadership, team-

Steve Knaebel retired as vice president of 
Mexico operations and Latin American distribu-
tion for Cummins Inc. in 2004. He was president
and general manager of Cummins’ Mexican sub-
sidiary for 17 years after working in Venezuela,
Brazil, and Costa Rica. He founded the Mexico
City branch of ADMIC–Dynamic Assistance to
Micro-Entrepreneurs, Mexico’s Special Olympics,
and Cummins Philanthropic Association. He
served on the board of ACCION International. 
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faculty news

New Faculty Bring Added Expertise

T
hree senior professors—one
each in the fields of accounting,
organizational behavior, and mar-
keting—joined the faculty this

quarter, along with six junior faculty in
tenure-track positions.

The School’s accounting group added
David Larcker, professor of accounting, who
publishes widely in the areas of compensa-
tion, managerial performance measures,
and corporate governance. Larcker, most
recently at the Wharton School of Manage-
ment, is a leading empirical researcher in
management accounting and will teach the

mba core course Managerial Accounting.
Organizational change expert Hayagree-

va “Huggy” Rao joined the faculty from the
Kellogg School of Management. Published
widely in the fields of management and soci-
ology, he studies the social and cultural
causes of organizational change. He also
serves as the associate editor of Administra-
tive Science Quarterly. As professor of orga-
nizational behavior, he will teach Human
Resource Management.

Marketers will want to take note of work
by Baba Shiv, associate professor of market-

ing, on the characteristics of “mindless” or
very-low-involvement decision making. Shiv,
who earned his doctorate at Duke Universi-
ty and was most recently an associate pro-
fessor and research fellow at the University
of Iowa, examines the role of emotion in
decision making, the neurophysiological
bases of emotions, and unconscious mental
processes. He will teach Advertising and Com-
munications Management.

The School also added six assistant pro-
fessors, all 2005 graduates of leading doc-
toral programs.

John Hatfield is a graduate of Stanford’s

Economics Department. His research
involves issues in microeconomic theory,
political economy, and public finance. Ger-

ard Padró i Miquel completed his doctorate
at the Massachusetts Institute of Technolo-
gy. He researches issues in political econo-
my and development economics. Both
Padró i Miquel and Hatfield will teach the
mba core course Strategy in the Business
Environment.

Joy Ishii and Michael Ostrovsky are grad-
uates in economics from Harvard Universi-
ty. Ishii researches issues in industrial

organization and corporate finance. She will
teach the mba core course Finance. Ostro-
vsky is primarily focused on game theory,
industrial organization, and finance. He will
teach the mba core course Managerial Eco-
nomics.

Harikesh Nair and Sridhar Narayanan com-
pleted doctorates in marketing at the Uni-
versity of Chicago’s Graduate School of
Business. Nair researches issues in high-tech-
nology product markets, network effects,
empirical industrial organization, and diffu-
sion of technologies. He will teach the mba
elective course Pricing Strategy and Analysis.
Narayanan focuses on new products and
advertising, empirical industrial organiza-
tion, and Bayesian econometrics. He will
teach the mba core course Marketing Man-
agement.

Professor Ken Singleton, the Adams Distin-
guished Professor of Management, joined
Professors Mary Barth, PhD ’89, and David

Kreps in June as a senior associate dean for
academic affairs in the School’s Office of the
Dean. Singleton oversees faculty in the
finance area, the PhD Program, the Center
for Global Business and the Economy, and
research computing. Barth oversees the Cen-
ter for Entrepreneurial Studies, the Sloan
Master’s Program, and faculty in the 
academic fields of accounting, political
economy, marketing, and operations, infor-
mation, and technology. Kreps is responsi-
ble for the mba Program, the Center for
Social Innovation, the Center for Leadership
Development and Research, and faculty in
economics and organizational behavior. The
three are supported by Christina Einstein and
her staff. Professor John Roberts continues
with Executive Education and as dean’s liai-
son with global partners and inquiries. Dan

Rudolph, mba ’81, oversees all operational
aspects of the school.

A new book co-edited by Roderick Kramer

explores the topic Trust and Distrust in Orga-
nizations. Kramer is the William R. Kimball
Professor of Organizational Behavior at the
Business School. With Stanford sociology
Professor Karen Cook, he compiled impor-
tant research on trust in organizations that
illuminates the complex nature of how trust
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A total of nine joined the Business School faculty this fall, including senior professors, from left,
Baba Shiv, Hayagreeva “Huggy” Rao, and David Larcker.
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develops, functions, and often is thwarted
between people of unequal power or of sim-
ilar power. Kramer and Dana Gavrieli, ma ’04,
wrote a chapter on recently declassified data
from secret conversations between President
Lyndon Johnson and his advisors that pro-
vide a rich window into a leader’s struggles
with problems of trust and distrust in his
administration.

Commitment to clarity in the classroom
and accessibility outside of it were greatly
appreciated by Business School students
who in May presented their annual out-
standing teaching awards to three faculty
members.

mba students cited lecturer Joel Peterson

for his high commitment to personal values
as they selected him for their program’s
annual distinguished teaching award. Doc-
toral students honored Andrzej “Andy” Skrzy-

pacz, associate professor of economics, for
his exemplary teaching and service in the
PhD Program. Students in the Sloan Mas-
ter’s Program chose to honor Ron Kasznik,

associate professor of accounting, who was
cited for his clarity and enthusiasm. A mem-
ber of the faculty since 1995, Kasznik pre-
viously had been honored by the Sloan
classes of 2001 and 2003.

Ron Ih, Sloan ’05, had this to say about
Kasznik: “While it cannot be said that what
you taught was everyone’s favorite subject,
it was your passion for the art of teaching
and the enthusiasm you brought to the
classroom that made you our favorite pro-
fessor.”

Doctoral students, for whom faculty are
career role models, nominated Skrzypacz
for his commitment to research, advising,
teaching, and community. “He has set such
a high standard of dedication to his students
that it is really hard for us to match,” said
William Fuchs, PhD ’05, a member of the
award review committee.

In accepting the honor, Skrzypacz, who
joined the faculty in 2000, credited his own
advisors at the Warsaw School of Econom-
ics and the University of Rochester for shap-
ing his approach to the role.

Student testimonials to Peterson includ-
ed one who said he had booked a 30-minute
appointment with Peterson to discuss a

business idea. “He ended up chatting with
me for over two hours as if I were the only
person on his calendar.”

Another student wrote that Peterson
“brings an uncommon sense of purpose,
clarity, accessibility, and presence to the
classroom that motivates students.”

Peterson, the founder of a private equity

firm, in turn thanked members of the mba
Class of 2005 for initiating the development
of a new organizational behavior elective,
Leadership Perspectives, which he co-taught
in the fall of 2004 with Professor Charles

O’Reilly. Previously, Peterson co-taught the
elective course Principles of Real Estate
Investing with Professor Steven Grenadier. �

ACCOUNTING
Analyst Impartiality and Invest-
ment Banking Relationships
Patricia O’Brien, Maureen 
McNichols, and Hsiou-Wei Lin
Journal of Accounting Research 
(Vol. 43, No. 4), september
2005

Measuring Customer 
Relationships: The Case of 
the Retail Banking Industry
Venky Nagar and Madhav Rajan
Management Science (Vol. 51, 
No. 6), june 2005

ECONOMICS
Subjective Reasoning—
Dynamic Games 
Yossi Feinberg
Games and Economic Behavior 
(Vol. 52, No. 1), july 2005

Subjective Reasoning—
Solutions
Yossi Feinberg
Games and Economic Behavior 
(Vol. 52, No. 1), july 2005

Women’s Contribution 
to Productivity
Kathryn Shaw
Regional Review 
(Vol. 14, No. 3), 2005

Inflation and Price Setting 
in a Natural Experiment
Jerzy Konieczny and Andrzej
Skrzypacz
Journal of Monetary Economics
(Vol. 52, No. 3), april 2005

FINANCE
Self-Regulation and Government 
Oversight
Peter DeMarzo, Michael Fishman,
and Kathleen Hagerty
Review of Economic Studies 
(Vol. 72, No. 3), july 2005

HEALTH CARE 
ECONOMICS
The Effects of Competition on
Variation in the Quality and Cost
of Medical Care

Daniel Kessler and Jeffrey Geppert
Journal of Economics and Man-
agement Strategy (Vol. 14, No. 3)
september 2005

Patient Choice in Kidney
Allocation: A Sequential
Stochastic Assignment Model
Xuanming Su and Stefanos Zenios
Operations Research (Vol. 53, 
No. 3), may/june 2005

MARKETING
In Defense of Consciousness:
The Role of Conscious and
Unconscious Inputs in Consumer
Choice
Itamar Simonson
Journal of Consumer Psychology
(Vol. 15, No. 3), 2005

The Impact of Unit Cost
Reductions on Gross Profit:
Increasing or Decreasing
Returns?
Ely Dahan and 
V. "Seenu" Srinivasan
GSB Research Paper No. 1905 
2005

Self-Schema Matching and
Attitude Change: Situational 
and Dispositional Determinants
of Message Elaboration
Christian Wheeler, Richard Petty,
and George Bizer 
Journal of Consumer Research 
(Vol. 31, No. 4), march 2005

OPERATIONS 
MANAGEMENT
A Smart Market for Industrial 
Procurement with Capacity 
Constraints 
J. Gallien and Lawrence Wein 
Management Science (Vol. 51, No. 1)
january 2005

ORGANIZATIONAL 
BEHAVIOR
Organizational Roles and 
Transitions to Entrepreneurship
Stanislav Dobrev and William Barnett
Academy of Management Journal 
(Vol. 48, No. 3), june 2005

Managing Internal Corporate 
Venturing Cycles
Robert Burgelman and 
Liisa Välikangas
MIT Sloan Management Review
(Vol. 46, No. 4), summer 2005

Setting the CEO's Pay: Economic
and Psychological Perspectives
Charles O'Reilly III and Brian Main
GSB Research Paper No. 1912
2005 

Targeting Managerial Control:
Evidence from Franchising
Francine Lafontaine and 
Kathryn Shaw
RAND Journal of Economics 
(Vol. 36, No. 1), spring 2005

PUBLIC POLICY
Cost-Effectiveness of Defending
Against Bioterrorism: A Compari-
son of Vaccination and Antibiotic 
Prophylaxis Against Anthrax 
Robert Fowler, Gilian Sanders,
Dena Bravata, Bahman Noun,
Jason Gastwirth, Dane Peterson,
Allison Broker, Alan Garber, and
Douglas Owens 
Annals of Internal Medicine 
(Vol. 142, No. 8), april 2005

SECURITY
A Real-World Look at RFID
Mary Murphy-Hoye, Hau Lee,
and James Rice Jr.
Supply Chain Management Review
(Vol. 9, No. 5), july/august
2005

Analyzing a Bioterror Attack on
the Food Supply: The Case of
Botulinum Toxin in Milk
Lawrence M. Wein and Yifan Liu
Proceedings of the Academy 
of Natural Arts & Sciences 
(Vol. 102, No. 28), july 2005

Higher Supply Chain Security 
with Lower Cost: Lessons from 
Total Quality Management
Hau Lee and Seungjin Whang
International Journal of Produc-
tion Economics (Vol. 96, No. 3)
june 2005
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Explicit Comparisons May Scare Off Consumers

Y
ou walk into a drugstore and see the
familiar sign inviting you to compare the
price of the store’s brand of aspirin to a
national brand. What do you do? According

to Itamar Simonson, you may not go for the cheapest.
Instead, you may choose the major brand because you
perceive it as the less risky choice. Or you may not buy
anything at all.

“Telling people to make comparisons, which is a
practice that marketers use a lot, can be very uncertain
because it can change the behavior of consumers in very
fundamental ways,” said Simonson, the Sebastian S.
Kresge Professor of Marketing, who studied the ques-
tion with Utpal Dholakia, a marketing professor at Rice
University. “It can easily backfire. Consumers may
decide not to buy at all or to minimize what they per-
ceive as a heightened risk instead of following the advice
that the marketer had in mind.”

There are several possible reasons. Previous research
by Simonson and others showed that in comparisons,
consumers tended to put greater weight on the com-
parative disadvantages rather than advantages of each
option. This can make the suggested option (in this case,
the store brand) less attractive.

Although there have been many studies about com-
parative advertising, Simonson and Dholakia’s study
was unique in that it examined the difference between
implicit and explicit comparisons.

Implicit comparisons are made when a consumer
takes the initiative to evaluate two or more products.

Explicit comparisons are those specifi-
cally suggested by the seller or advertiser.
The product can be merely placed in close
proximity to another product, inviting
the consumer to make the judgment
autonomously; or the consumer can be
explicitly directed to make the compari-
son. It was the latter situation that the
researchers in this particular study sought
to explore.

Simonson and Dholakia set up two
trials. The first one involved selling cds
on the auction site eBay. Researchers list-
ed a number of top-selling cds for auc-
tion—for example, The Wall by Pink
Floyd—with an opening bid of $1.99.
They then framed the auctions in two
different ways. In some auctions, each
cd was flanked by an auction of a cd of
the same title with a starting price of 
99 cents. In a second set of auctions, the
cd was placed between two others of 
the same title with a starting price of

$6.99 each. The opening bid of the middle cd was
always $1.99.

The results were instructive: The $1.99 cds flanked
by $6.99 versions ended up fetching much higher prices
than the cds adjacent to the 99-cent offerings.

“We didn’t tell people to make a comparison; they
did it on their own,” said Simonson. “And when peo-
ple make these kinds of comparisons on their own, they
are very influential.”

To test the effect of telling consumers to compare,
there were two additional sets of auctions, again with
starting prices of the adjacent cds being either 99 cents
or $6.99 and the middle cd starting at $1.99. In these
groups, however, auction participants were explicitly
told to compare the $1.99 price to its neighbors. The
result was that prices of the adjacent cds became sta-
tistically irrelevant to what was bid on the middle disc,
and the buyers in general became much more cautious
and risk averse.

“The mere fact that we had asked them to make a
comparison caused them to fear that they were being
tricked in some way,” said Simonson. So people wait-
ed longer to make the first bid—some of them even
engaging in “sniping” behavior, which is to wait until
the last possible minute before the auction closes to
place a bid; they submitted fewer bids; and they were
much less likely to participate in multiple auctions
simultaneously.

“Being told explicitly to compare items had a dra-
matic effect on their bidding behavior,” said Simonson.

Consumer Behavior

faculty research
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The researchers also wanted to find out how explic-
it comparisons affected choices between products in a
non-bidding situation. In a different study, participants
were asked to compare three digital cameras: a low-end
camera with basic features and a low price; a mid-range
camera with more features and a higher price; and a
high-end camera complete with a range of advanced fea-
tures at a high price. When specifically asked to com-
pare the three cameras (as opposed to letting the
participants decide on their own to make the compari-
son), many more participants chose the “compromise”
option of the mid-range camera.

“In this case, also, the very fact of being told to make
the comparison made people much more risk-averse,”
said Simonson. “Marketers need to be aware that com-
parative selling, although it can be very powerful, is not
without its risks.” — alice laplante

“The Effect of Explicit Reference Points on Consumer Choice

and Online Bidding Behavior,” Utpal M. Dholakia and Itamar

Simonson, Marketing Science (Vol. 24, No. 2), 2005.

Presumed Truths
Need Debunking

O
ffering incentive pay makes organizations
perform better. Driving down product and wage
costs is essential for success in low-margin busi-

nesses. Holding people accountable results in fewer
screwups. All fundamental truths of business, right?
Wrong, says Jeffrey Pfeffer. These are merely assump-
tions about what makes organizations competitive.
Change your assumptions and you might find your
company—and your profitability—improving, he says.

Pfeffer, the Thomas D. Dee ii Professor of Organiza-
tional Behavior, has observed that numerous, often hid-
den, assumptions underlie the mental models or
mindsets of senior leaders. These assumptions inform
the design of specific business practices—the particular
compensation mechanisms, performance management
systems, new measurement practices, and the like that
define an organization. If such underlying assumptions
are correct reflections of what truly produces employ-
ee and organizational effectiveness, you’re golden. But
if they turn out to be erroneous, you could be headed
for trouble.

As Pfeffer notes in a recent article, the mental model
driving Southwest Airlines puts employees first, cus-
tomers second, and shareholders third. Company prac-
tices such as not serving meals or flying only 737s on
short hauls are an outgrowth of this model, he argues.
It’s the philosophy, not the techniques, that has led to
Southwest’s growth and consistent profitability.

And it is why other airlines have not been able to
replicate Southwest’s success, despite having copied
their practices, Pfeffer observes. “When managers want

different results, they need to do things differently. But
doing things differently on a consistent, systematic basis
requires thinking differently—something managers
often don’t realize.”

Helping senior leaders understand why mental mod-
els affect organizational performance is a high-leverage
place for human resource professionals to focus orga-
nizational interventions, Pfeffer maintains. And the first
step is to sit managers down and get them to bring their
assumptions to light.

“I use an exercise, for example, where I ask partici-
pants to associate various pilots’ wages with various air-
lines,” Pfeffer says. “People generally assign the highest
wages to the airlines that are having the most trouble.
Their assumption is that lower wages lead to lower
overall costs—and thus greater financial stability and
profitability.”

The next step is to evaluate whether or not the
assumptions are correct. The equation “low wages
equals lower costs,” for instance, is false, Pfeffer argues.
“If you’re operating from that framework, you might
decide that the only way to become competitive is to cut
costs by reducing wages, as United Airlines has. But
what’s been the outcome? United has experienced
turnover, disaffected employees looking to sabotage the
organization, and problems with customers. People are
abandoning the airline in droves and the company is in
a death spiral.”

Many beliefs that are taken for granted nowadays,
such as the idea that incentive pay for teachers will
improve educational outcomes and that creating strict
accountability mechanisms improves performance, have
turned out to be patently false. “The last 100 years’
worth of research shows that incentive pay does not
produce better results in education, even though this is
a lesson that seems to be continually relearned,” Pfef-
fer says. Similarly, systems designed to pin blame on
individuals and departments for mistakes and problems
only create a culture of fear and infighting. “Many man-
agers are operating in ignorance,” he says.

The third step in the process? “Sometimes you have
to be a bit courageous and go your own way,” Pfeffer
advises. That’s what the natural foods grocery store
chain Whole Foods has done. It has given up on the con-
ventional theory that driving product costs as low as
possible is critical for profitability in the grocery indus-
try. Instead, it has embraced the seemingly counterin-
tuitive idea that people actually will pay more for
high-quality food they want to eat. This strategic insight
has led the company to customize prepared food and
even packaged goods selections. As a result, the chain
has (as of summer 2004) a price/earnings ratio on its
stock of about 40 and a five-year return to sharehold-
ers of more than 330 percent.

“Clearly, what we do comes from what and how we
think,” says Pfeffer. “Intervening to uncover and affect
mental models may be the most important activity hr
can perform.” — marguerite rigoglioso

“Changing Mental Models: HR’s Most Important Task,” Jeffrey Pfef-

fer, Human Resource Management (Vol. 44, No. 2), Summer 2005.

Whole Foods 
has embraced
the seemingly
counterintuitive
idea that people
actually will pay
more for high-
quality food they
want to eat.
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Most Teachers Want to Return to Their Roots

U
rban schools and those with lower-per-
forming students tend to employ the least qual-
ified teachers. But contrary to popular belief,
this might not just be due to the fact that teach-

ers prefer working with higher-performing kids.
New research shows that teachers seeking their first

jobs overwhelmingly choose to teach in school districts
near to where they grew up. Thus the fact that certain
schools or areas aren’t producing a lot of college gradu-
ates—and that the college graduates they’re producing
aren’t as skilled as the college graduates in other places—
is leading to a “cycle of poverty” in education. “It’s not

just the specific preferences of teachers for certain kinds
of kids, but the fact that history plays a role in the labor
market that is causing this,” said Susanna Loeb, associ-
ate professor in the Stanford School of Education.

Loeb, who teaches a class on economic approaches
to educational policy analysis for the Business School,
analyzed the choices first-year teachers made for
employment in New York state. Among other results,
she and her colleagues found that the labor market for
teachers is quite local. A full 85 percent of teachers get
their first teaching job within 40 miles of their home-
town; 61 percent first teach in schools located within
15 miles of their hometown. And 34 percent of new
teachers took their first job in the same school district
in which they attended high school.

This is true for urban schools as well as suburban
schools. Eighty-eight percent of teachers who grew up

in an urban district first teach in a city school near to
where they grew up. But this doesn’t produce nearly
enough teachers to fill the jobs needed in urban
schools—only 60 percent of city teaching jobs are filled
by locals. This means that 40 percent of urban teachers
need to come from elsewhere—and Loeb’s research also
found that teachers who come from the suburbs are 10
times as likely to transfer out of urban schools after their
first year than teachers who grew up in the city.

“Because urban areas don’t produce that many teach-
ers, they have to bring in teachers from other places—
and those teachers tend not to stay,” said Loeb.

How attached are first-time teachers to
their hometowns? Very. Not only do teach-
ers wish to teach close to home, they wish
to teach in districts similar to the ones they
graduated from. Teachers raised in a subur-
ban environment are willing to travel 26
miles further to teach near to where they
grew up rather than another suburban
region. And first-time teachers from subur-
bia are willing to travel 37 miles rather than
teach in an urban school.

“Ideally, we would get more local people
interested in teaching,” Loeb said. Some
states have established “alternate route”
programs that take individuals from other
professions and put them through minimal
training that qualifies them to teach. Such
people eventually get a teaching credential,
but they don’t have to get fully certified
before they begin teaching. “The good news
is, there are a lot of people willing to do this.
We don’t know whether they’re doing a par-
ticularly good job as teachers, but these pro-
grams have been successful in increasing the

pool of people interested,” said Loeb.
Other possibilities include creating scholarships for

young people from urban areas who are interested in
teaching and—in a more long-term strategy—improv-
ing the educational achievements of children in the com-
munity by encouraging them to finish high school, go
to college, and return to their roots as teachers.

“There is also a good deal to be said as well for tra-
ditional policies aimed at making these schools nicer
places to teach in, where teachers would want to go,”
said Loeb. “Anything that helps improve the quality of
teaching jobs in the schools that have traditionally been
difficult to staff is a step in the right direction.” Now is
a time of change in the teacher labor market, with large
numbers of teachers preparing to retire. “So it’s an inter-
esting time to take a look at whether there are things we
can do,” said Loeb. — alice laplante
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“The Draw of Home: How Teachers’ Preferences for Proximity

Disadvantage Urban Schools,” Donald Boyd, Hamilton Lank-

ford, Susanna Loeb, and James Wyckoff, Journal of Policy

Analysis and Management (Vol. 24, No. 1), 2005.

Workforce at Risk;
Colleges at Fault 

T he united states once produced the highest
percentage of bachelor’s degrees in the world but
now trails behind five other countries, including

Canada, Japan, and South Korea. Nearly 80 percent of
the nation’s post-secondary students attend nonselec-
tive four-year and community colleges, and less than
half of those students graduate. What’s going on in
American higher education? 

After eight years studying how students, parents,
teachers, and administrators understand high school
and college policies and practices through Stanford’s
nationally funded Bridge Project, Michael Kirst, a Stan-
ford professor of education who also holds an appoint-
ment at the Business School, thinks he has a pretty good
idea. Today an estimated 88 percent of high school stu-
dents aspire to attend college, the highest percentage in
the nation’s history. Yet their desire is being undermined
by a disconnect between what postsecondary schools
expect from students and what high schools prepare 
students for. The most pronounced effect is on first-gen-
eration college goers—many of them students of
color—and on the economically disadvantaged.

Kirst’s research with the Bridge Project, a large, six-
state study he began in 1997 under the auspices of the
Pew Charitable Trusts and the u.s. Department of Edu-
cation, has focused on numerous realities affecting stu-
dents who head for community colleges and four-year
schools that admit almost everyone who applies. “Given
that these schools comprise about 85 percent of the
nation’s postsecondary institutions, we’re talking about
the majority of college students in America. It’s the bulk
of the country’s labor force, yet it’s the group that the
New York Times and Washington Post never write about,”
Kirst says. “Why?” he asks pointedly. “Because it con-
sists mostly of minorities and lower income students.”

Kirst has published his findings in numerous articles,
a popular monograph entitled Betraying the College
Dream (2003), and a book, From High School to College
(2004). In his most recent article to emerge from the
Bridge Project, co-authored with Andrea Venezia, sen-
ior policy analyst at the National Center for Public Pol-
icy and Higher Education, Kirst relates that students in
the study are so poorly prepared for their college expe-
rience that half end up in remedial courses, creating
huge psychological and logistical impediments to grad-
uating. “Many can’t handle the work or get discour-
aged and end up just dropping out,” he says. 

Currently, he notes, 44 percent of undergrads in

America attend community colleges, up 10 percent in
the past decade. For these students, as well as those who
attend nonselective four-year colleges, the real issue is
not whether they will be admitted, but whether they can
pass a placement exam to exempt them from remedial
courses. At root is the fact that students who are not in
the top 15 percent of their high school class do not
receive clear or adequate information from teachers and
counselors about what they need to know and do to
succeed in college. They also are not told by anyone—
including colleges themselves—that there will be a
placement test once they get there, much less what the
exam consists of. “Even for high school teachers, the
content of such exams is a mystery,” says Kirst. 

Mistakenly believing that they are adequately pre-
pared for college, students who plan to attend broad-
access institutions typically glide through their senior
year of high school. “They avoid substantive courses
that could help them prepare, while honors students are
busy taking Advanced Placement courses that show
them what college work is all about,” says Kirst. 

Honors students also tend to get clearer signals from
teachers and administrators about college preparation
and admissions in general: They receive more counsel-
ing attention and are presented with more opportuni-
ties to meet with recruiters and visit college campuses.
Economically disadvantaged students or first-genera-
tion college goers whose parents tend to lack experience
and information regarding college, are often left with-
out this information.

One answer to the college preparedness issue, Kirst
suggests, lies in better communication and coordination
between the governing boards of high school and broad-
access institutions in each state. “In the 1990s, 49 states
established k–12 standards and tests, but only one—
Oregon—conferred with postsecondary systems on
what those standards should consist of,” Kirst notes.
“Clearly, k–12 tests and courses need to be coordinat-
ed with college placement exams.” 

Other incentives Kirst suggests are financial aid poli-
cies that reward students for completing numerous col-
lege preparation courses or teacher professional
development efforts to help increase the probability of
students meeting placement test standards.

Kirst warns that the situation will only get worse
because the postsecondary enrollment is shifting to com-
munity colleges. If the American labor force is not to
become terribly crippled, k–12 and postsecondary edu-
cation need to come together, he urges. “k–12 has typ-
ically taken the blame for the lack of educational
preparedness of our youth, but it’s time for broad-access
colleges to take responsibility in the matter, too,” Kirst
says. — marguerite rigoglioso

“Inequitable Opportunities: How Current Education Systems

and Policies Undermine the Chances for Student Persistence and

Success in College,” Andrea Venezia and Michael W. Kirst, Edu-

cational Policy (Vol. 19, No. 2), May 2005.
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Dudes of Summer 
as part-time jobs go,
Len Herzstein’s is pretty easy and
pays accordingly. Since 1993,
the retired Skyline College sta-
tistics and calculus teacher has
worked summers as a ball dude
for the San Francisco Giants.
Flouting the tradition of hiring
kids to chase down foul balls,
the Giants hire senior citizens
with a flair for hamming.
Herzstein, mba ’50, dances for
the crowd and signs autographs
between innings. For this, he
told the San Francisco Chronicle,
his salary is equivalent to that of
baseball superstar Barry Bonds,
divided by $1 million, which
translates into $15. Where did
he get that “fancy math”? Why,
Stanford gsb, of course.

Delphi’s Oracle
Robert S. Miller, mba ’68, who
has made a career of stepping
in to fix or close troubled com-
panies, took over as chief execu-
tive of struggling auto parts

maker Delphi in July. The com-
pany was spun off from General
Motors in 1999 and is experi-
encing financial difficulties just
like Ford Motor Co.’s parts
spinoff, Visteon. Analysts quot-
ed by the New York Times said
both companies needed new
leadership from outside the auto
industry. As an experienced
leader of stressed companies,
said one analyst, Miller is “an
ideal person for twisting gm’s
arm” for assistance.

How Green Is My 
Silicon Valley?
northern california may
be known for its environmental
organizations, but that’s not
why Silicon Valley venture capi-
talists are tinting themselves
green, reports the New York
Times. “The reason we’re allo-
cating dollars to [alternative
energy companies] is we think
we can deliver an attractive
return,” said Ira Ehrenpreis, mba/
jd ’96, a venture capitalist at
Technology Partners in Palo Alto.

He and other venture capi-
talists say they are driven partly
by high oil prices but also by
the unmet demand for power
in India and China.

Still, clean-tech startups gar-
nered less than 3 percent of 
venture capital in 2004. One
investor, Vinod Khosla, mba ’80,
said, “I have the sense that there
are a lot more niche-sized start-
ups out there than big ones, 
but some great opportunities 
do exist.”

What Will Mom Say?
when the business school
put together a panel on fran-
chising for mba students, a large
crowd turned out to hear alum
franchisees including Jim Yang,

mba ’97, who opened a Cold
Stone Creamery. “Neither my
wife nor my mom was pleased
with the whole thing because
they were embarrassed,” he
warned students.

John Zoglin, mba ’84, who left
Hewlett-Packard to open a Sylvan
Learning Center, added: “My
mom would agree with yours.
She loved me being at hp; she
didn’t want me off being a tutor.
But I was so much more proud
to say I had my own thing.”

Franchising may be consid-
ered low-tech and déclassé by
some, but franchise companies
are raising the financial stan-
dards of who can get in, accord-
ing to the New York Times. In
reality, said Yang, who is a
director of product management
at Yahoo, his wife also was
interested in the couple operat-
ing their own business.

Getting in can be tougher
than getting into the gsb. Of the
2,900 applicants for Cold Stone
franchises last year, 1 percent
were accepted.

A Horse Not 
Named Sally
Garrett Redmond, sep ’74, of
Paris, Ky., is suing the Jockey
Club for rejecting his applica-
tion to name his thoroughbred
racehorse Sally Hemings after
the slave reputed to be Thomas
Jefferson’s mistress.

Redmond said the name was
appropriate because the filly’s
mother is named Jefferson’s
Secret and the sire is named
Colonial Affair. The Jockey
Club, which regulates the nam-
ing of thoroughbreds, rejected
the name, according to the
Associated Press, on grounds
that it might be offensive to
“persons of African descent and
other ethnic groups.”

According to court filings, 
the club initially said Redmond
would have to get Hemings’
written permission to use the
name for his horse.

Redmond wrote back, “I will
gladly get her permission if you
can dig her up!”

Viral Marketing to
Health Care Pros
when two stanford mbas,
one with a medical degree, link
up, you might expect them to
know about viral marketing.
Whether they had it all plotted
out in advance or not, Jeffrey

Tangney and Dr. Richard Fiedotin,

both mba ’99, scored big when
they put a comprehensive drug
guide online in 1999 and
emailed 300 physician friends.
Within six months with virtual-
ly no spending on marketing
efforts, their Epocrates service
had tens of thousands of regis-
tered users.

Today, according to Business
2.0, the guide is the clear leader

Newsmakers
WHO’S IN THE NEWS A Roundup of Media Mentions

Leagues away from being quant jocks, Len Herzstein, MBA ’50, left, 
and his son Dave work as ball dudes for the San Francisco Giants.
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with health professionals who
save time and mistakes by tap-
ping medical information on
handheld digital devices. The
company reported an income
of $23 million in 2004 and said
labeled advertising on the web-
site had come to dwarf subscrip-
tion revenue from 470,000
health care professionals.

Controller Westly
Joins Governor’s Race
california state Controller
Steve Westly, mba ’83, an-
nounced in June his run for
governor in 2006. The former
eBay executive also donated
$10 million to his campaign.

Westly, a Democrat, toured
the state with Gov. Arnold
Schwarzenegger, a Republican,
in 2004 to support restructuring
California’s debts. Since then,
Schwarzenegger’s popularity has
fallen. Polls conducted in May
showed Westly to be somewhat
less well known to Democratic
voters than State Treasurer Phil
Angelides, another announced
candidate for the Democratic
nomination, but either would
beat Schwarzenegger in hypo-
thetical election matchups.
“Obscurity allows Westly
to shape his own image,” the
Los Angeles Times said.

She Shops for 
Shop-A-Phobes 
after running a market
research firm for two decades,
Julie Kaufman, mba ’82, applied
her experience to consumers
who hate markets—women 
for whom clothes shopping
is a nightmare. She goes through
clients’ closets, assesses what
they need, takes pictures of what
they should keep, and takes
them shopping, according to the
San Jose Mercury News. For those
overwhelmed by shopping, she
suggests off-hours visits to small
shops. For those “turned off by 

rampant consumerism,” 
she suggests supporting local 
boutiques or fair-trade, usa-
made, or union-made sources
online.

Khokhryakov Holds
Russian Press Card
russian newspapers recently
reported the expansion of media
ownership by PromSvyazCapi-
tal Group, a Moscow-based
publishing and news distribu-
tion company whose president
and ceo is Pavel Khokhryakov,

mba ’04. The group expanded
from 50 to 100 percent its own-
ership of the national newspa-
per Trud. It also owns more
than 75 percent of Argumenty i
Fakty, a leading weekly newspa-
per, and controls the publishing
house Media-Pressa.

Habitat for Humanity
Chooses Reckford
habitat for humanity
International, one of the coun-
try’s most successful charities,
has selected Jonathan T.M. Reck-

ford, mba ’89, as its new chief
executive. Reckford, who most
recently was executive pastor at
Christ Presbyterian Church in
Edina, Minn., was picked to
lead the charity partly because
of his business background that
“will help Habitat navigate the
economy and business climate,”
said former U.S. President
Jimmy Carter, who served as
honorary chair of Habitat’s 
succession planning task force.
Reckford’s resume includes
Goldman Sachs, Walt Disney,
Circuit City, and Best Buy 
companies.

Wheeler Dealer 
Takes On China 
Barrett Comiskey, mba ’04, had
the idea of turning a myth into
reality, which appears to be pay-
ing off in—of all places—China,
says Business 2.0 magazine.

“People think everything is
made in China already, but many
things are still made in Ameri-
ca,” Comiskey told the maga-
zine. With an American business
partner and a Taiwanese wife
who is more fluent in the lan-
guage than he is, Comiskey 
is busy “brokering deals with
Chinese factory operators for
American manufacturers of off-
beat things like, say, vending
machines and hearing aids.”

Comiskey’s business, says
Business 2.0, “bespeaks a little-
noticed aspect of China today:
The hard-luck stories of failed
fortune seekers have done noth-
ing to slow the stream of Ameri-
can entrepreneurs into China,
and each wave of new arrivals
learns from the mistakes of
predecessors.”

India’s MBA Interns 
the hottest internships for
mba students from top-rated
schools this summer were not on
Wall Street or in Silicon Valley
but in India, says the New York
Times. “India has come to sym-
bolize globalization, and I want-
ed to participate in the workings
of the global economy,” said
Caton Burwell, a second-year mba
student from Stanford who
interned at Infosys Technologies,
an outsourcing firm with a 
campus in suburban Bangalore.
“Being here is a powerful experi-

ence; it is impossible not to think
differently,” Burwell said. “To
come here, meet these people,
and to return home and turn
your back on outsourcing is
hard.” Infosys received 9,000
applications for 40 intern spots
at its Bangalore headquarters.

Tax Benefits of
Employee Discounts
“this is not your father’s
Oldsmobile. It’s your cousin
Gilbert’s employee discount,”
General Motors told Americans
last summer, and a sizeable num-
ber of consumers went for it.

What makes the idea of an
employee discount more attrac-
tive than a plain old end-of-year
sale? Psychologists might say
envy, but Business School 
economics Professor Paul Oyer
told the Washington Post about
another benefit: a smaller tax
bite. At least in the case of big-
ticket items such as cars, hotel
rooms, and university tuition,
he said, giving employees a dis-
count, rather than increasing
their salaries, saves the employ-
ees income taxes. Employees—
or for that matter, customers
—also might not mind a 
discount expiring as much as
taking a pay cut, Oyer said.
Extensive research shows losses
loom larger than gains in most
people’s minds. �
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Barrett Comiskey, MBA ’04, 
and wife, Jojo Tsai, formed a 
company that woos smaller Amer-
ican manufacturers to outsource
manufacturing to China.

Habitat for Humanity Inter-
national CEO Jonathan Reckford,
second from right, joins volunteers
in raising a wall on Habitat for
Humanity’s 200,000th house
worldwide.
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To learn more about how your company can become
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2004-2005

ThankYou
PRINCIPAL INVESTORS

$500,000 AND ABOVE

BP Foundation
Cemex, S.A. de C.V.
General Atlantic LLC
Reliance Industries Limited
The Spencer Foundation

PRINCIPAL INVESTORS

$100,000 - $499,999
Charles Schwab & Co., Inc.
The William and Flora

Hewlett Foundation
The James Irvine Foundation
Morgan Stanley
Perry Capital
The Skoll Foundation

LEAD INVESTORS

$50,000 - $99,999
The Barrett Foundation
Eli Lilly and Company
The Dean Witter Foundation
General Motors Corporation

C O R P O R AT E A N D F O U N DAT I O N I N V E S TO R S

SENIOR INVESTORS

$20,000 - $49,999
The Boston Consulting Group
The Brink’s Company
Cornerstone Research
Goldman Sachs & Co.
M.R. and Evelyn Hudson

Foundation
McKinsey & Company
Moody’s Corporation
Unocal Corporation

INVESTORS

$10,000 - $19,999
Alcatel Canada Inc.
Capital One
Capital Research &

Management Company
DaVita
Dodge & Cox
First Republic Bank
Gap Inc., Community

Relations
General Mills Foundation
Granite Rock Company

Hewlett-Packard Company
J.P. Morgan Chase & Co.
Knight Ridder
PepsiCo, Inc.
The Procter & Gamble

Company
T. Rowe Price Associates

Foundation Inc.

FRIENDS

UP TO $9,999
A.T. Kearny, Inc.
Basic American, Inc.
Bechtel Foundation
The Mervyn L. Brenner

Foundation Inc.
ExxonMobil Corporation
Samsung Electronics Co., Ltd.
Saudi Aramco
Sun Microsystems, Inc.

All support acknowledged here 
was received between September 1,
2004, and August 31, 2005.

ALLIANCE FOR
INNOVATIVE
MANUFACTURING

Advanced Micro Devices
Cisco Systems
Ford Motor Company
Genentech, Inc.
General Motors
Honda Research Institute

USA, Inc.
Intel Corporation
Raytheon Company
Sun Microsystems, Inc.
Toyota Motor Corporation

GLOBAL SUPPLY
CHAIN MANAGEMENT
FORUM

Accenture Foundation Inc.
Advanced Data Exchange
Agile Software

Corporation
Applied Materials
A.T. Kearny, Inc.
Cisco Systems
Deloitte Research
The Dow Chemical

Company
Hewlett-Packard Company
Hitachi, Ltd.
IBM Corporation
Ingram Micro Logistics
Intel Corporation
Intuit Inc.
Nike, Inc.
Nokia Mobile Phones
Nomura Research

Institute, Ltd.
Oracle Corporation
Samsung Electronics Co.,

Ltd.
SAP Labs, Inc.
Solectron Corporation
Sun Microsystems, Inc.
UGS Corp.
United Parcel Service, Inc.
Viacore, Inc.

The following corpora-
tions collaborate with the
GSB and the School of
Engineering on these
joint research initiatives.
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Get your gsbNet username and password at https://alumni.gsb.stanford.edu

through

password-protected online 
services for GSB alumni
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Online Event Registration

Online Library Research Databases
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Stay Connected

think big.

Make your annual gift today 
and earn Bass Challenge funds.

Contact Ellen Otto at 650.725.4283
or otto_ellen@gsb.stanford.edu
to learn more.

www.gsb.stanford.edu/giving/basschallenge

Connect. Participate. Celebrate.

00C2-C3_spread  10/10/05  9:53 AM  Page C2


