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“Will an MBA Make me a Better Manager?”

Dr. E. Ted Prince
Founder and CEO
Perth Leadership Institute
www.perthleadership.org

Top Capital Magazine (Beijing)
November 2013

These days, it doesn’t matter if you are in the China, the US or Europe, many new and old
graduates decide they want to study for an MBA. An MBA is seen as a path to riches, to
becoming a senior and successful executive and hopefully a CEO. It is seen as being the ticket to
get into the very best companies paying the most money and with the best prospects. How true
is this picture?

Advantages of an MBA

There are some compelling advantages of having an MBA. These include:

1.

4.

An understanding of business and how its various parts such as valuation, marketing,
cost of capital and finance all link together

Gaining a knowledge of specialized techniques such as in finance, marketing and
management

Being taught by professors who know big and famous companies very well and
understand how they work

Building a network amongst the alumni who can help you in later life

But there are several significant disadvantages which intending students rarely hear about.
These include:

N

They teach you how to operate in large companies, not small companies

They teach you how to work in an already-existing business, not how to start one

You are learning from academics that have rarely worked in a large company and almost
never worked in a small company or started one themselves

You are taught skills, not behaviors, a key factor in leadership, so you don’t really know
how to lead, even if you get some knowledge of how to manage

You learn how to manipulate financials, not to innovate and create a new business so
you usually confuse financial qualifications with business acumen, often a fatal mistake
for MBAs as we saw in the US financial crisis.

So here are a few tips on whether or not you should choose to do an MBA:

You Want Big Company, Entrepreneur or Small Business?



What do you think you want to in life? Of course, you might not know. But some people do.
Even if you don’t, you should be thinking about the sort of environment you want to work in if
you are going into business. Do you want to work in a large company, a small company, or even
start your own company? In each case you will need to think differently.

If you want to be in large companies, then an MBA is probably a wise choice. It will teach you
about the disciplines and knowledge that large companies habitually use. It will reveal their
management cultures to you and teach you how they think. It will sensitize you to the factors
that lead to promotion or otherwise.

But it’s these very factors that will probably be a bad choice if you want to be in small business.
Sure, if you ever make your small business into s large company, then the MBA could be very
useful. But that’s highly unlikely to happen. And the skills and disciplines they teach you in
business school usually don’t translate well or at all to small business.

That’s at least partly due to the fact that in a large company you always work as part of teams
and you make decisions also as part of teams. In small companies that is rarely the case; usually
you are on your own.

And in large companies everyone has their own particular function and role; if you are in
marketing you don’t have to do finance or product stuff. So you never think in terms of being
flexible or multi-skilled. But in small companies the chances are that you have to do everything.
It's a completely different mindset. When people from large companies go to small companies
they frequently fail for that very reason.

If you want to be an entrepreneur things get even worse. Entrepreneurs usually don’t like taking
orders and they want do their own thing in their own way. If you are in a large company you
have to take orders; it’s like the military. So you are used to not making decisions, or only
making decisions if you get approval first.

That’s anathema to an entrepreneur. If you ever have to start your own company, the difference
between having been in a large company and a startup will so huge that you will probably fail.
That’s not to say that some people can’t do this; a few very talented people do this, but it’s
likely that this is not you.

Owner/Employee/Executive?

Here's another big set of issues. Do you want to be an owner, an executive (non-owner) or just
an employee? Of course when you are young you want to say that you just want to be the CEO
and nothing else. But most people never become the CEO, or if they do, they are not in the role
for very long.

And even if you are the CEO, that doesn’t mean you are the owner. That might be someone else.
There’s a huge gulf between being an executive, including a CEO, who isn't an owner and being
the owner himself. The mindset is completely different. As an owner you are working for
yourself and you really care. As an executive you may or may not care. Even if you care, you
almost certainly won’t care as much as if you were the owner.



It’s much trickier to be an owner but you have independence and you can make a lot more
money (although most owners never make much money). The reason people become owners is
usually that they value the independence; they don’t have to obey orders like you do in the big
corporations.

Also as an owner, usually you can’t get fired, whereas as an employee, even if you are a senior
executive or even the CEO, you can be fired. But you made the decisions yourself; no-one made
the decision for you.

Of course, as an owner, if you run the business badly (or even well), the business might fail and
then you are out of a job. So you have to decide what you want to do. Chances are that if you
want to be an owner, then you don’t want to be an employee, especially in a large company. In
that case, having an MBA might be a waste of time for you.

What about just being an employee, not an executive or an owner? Of course most people don’t
start their life saying this is what they want. Mostly we are led to believe that being the boss or
the owner is the best thing.

But often it’s not the best thing for you. Maybe you don’t like the responsibility. Maybe you
have a family and kids and want to focus on them rather than someone else’s business. In these
cases, probably an MBA is a waste of time for you. You might be better off doing a course in
interior decorating instead.

What about Being an Inventor/Operator/Craftsman?

There’s also a chance that you don’t want to be either an employee, executive or an owner
because they mean being roles and positions that might be boring to you. For example there are
many people who graduated in computer science who never want to become a manager. That's
because they like programming, they don’t like being a manager, and they don’t want the
responsibility that goes along with being an executive or an owner. They don’t want to have to
worry about paying bills or managing difficult people.

People like this often become inventors, operators or craftsman. For example as a craftsmen
you might really love to makes thing with your hands such as furniture or jewelry. Operators
means people who operate things like machinery. Sure some people think that’s boring. But
others like it since they like the routine, or they like to keep their mind free to think about other
things such as their family, sports or hobbies. Maybe they coach the local basketball team and
put most of their efforts into that. That’s socially a very useful thing and we should not
deprecate people when they do something like that instead of being a high-flying executive.

There are even MBAs who do the degree and then discover later in life that they prefer to be an
inventor, operator, or craftsman. | know several people who have MBAs or PhDs who after
having tried working in large companies and small business then decided to become craftsmen
making things with their hands and selling them.

They simply like doing that. They can make enough money to live, and they are independent and
can’t get fired. People like that they might have been better attending a school of carpentry or
design rather than a business school.



Have You Heard of Peaking Out?

A peak, as you will know, is the top of a mountain. When you do an MBA most people think that
the peakis a CEO position. But of course, the vast majority of people won’t get to that position.

Many of these people will get to senior executive position of course. But then a large proportion
“peak out” That means they will never get any higher. In the US and increasingly in China, such
people might not have any future in the company. There are younger people below them who
might be smarter and more capable, and who might even require a lower salary and therefore
cost less for the company.

Most executives peak out as they get older. When you are younger you don’t think about that
because you have never seen it. But what do you do when you have an MBA and a lot of big
company experience, but you have peaked out? Other companies don’t want you; they want
younger more capable people who still have a future. You haven’t been an entrepreneur, small
business owner or even an operator. How will your MBA help you then?

How about Getting Another Type of Degree?

So what would make a person a better manager? Well, if you want to start your own company,
or run a small business, it’s likely that a degree in Entrepreneurship might be a better choice for
you.

| don’t know if any Chinese universities offer these courses, but in the US, numerous universities
now do. This is because they have realized that this degree is often a better choice for people
who don’t want to go into a big company or who want to start their own company.

In the US, there’s a heavy focus on innovation and starting your own company. Of course most
people don’t do that, but many people do and some of the ones who do make enormous
amounts of money and become heroes in their own right. That happens in China too but
probably less so. A degree in Entrepreneurship might help you contribute to developing the
movement for indigenous innovation in China to help it compete more effectively against the
us.

But why stop there? If you want to start a small innovative business, why do an
Entrepreneurship at all? Why not do a degree in nano-science and a degree in
entrepreneurship? Of do a 2 year degree in medical devices and start your own company? Or
maybe no degree at all!

In the US there is now a movement to encourage some young people not to go to university but
instead, start a company straight out of school. The famous US innovator, Peter Thiel, a co -
founder of Paypal, offers scholarships to high school seniors as long as they don’t go to
university bad instead start working immediately on starting up a new company. Many of the
most famous company founders, such as Steve Jobs, or the Google founders, didn’t have an
MBA and many didn’t even go to university.



In the US there is a growing movement that advocates that for some people — certainly not most
or even all — they are better off not doing any degree at all, including an MBA and then just
getting a proper job or immediately starting their own company. That is, they must learn from
the job.

The big idea is that some people learn quicker and better from real-life experience than they do
in school, college or university. For these people it's probably a waste of time to go to university
to learn from professors who have never been in business or started a company, and who just
study companies from the outside and have no real-life business experience.

What Does This Mean for Me?

None of this means that an MBA is not a useful or valuable degree. Sometimes it can be
incredibly useful and valuable and help you get into a great career. But you have to remember
that an MBA is about teaching about large companies, especially public companies.

If you are interested in anything else, an MBA is probably little or no use to you. In any case if
you do want to learn more about large companies you can always read a book. Or do an online
course. Universities are not always the only way or even the best way to learn.

An MBA is certainly not always and possibly not ever useful for most people at most times. Like
everything else you have to evaluate the issue carefully. In particular you have to try to figure
out what your goals are in life. Only then can you make a really good decision.

It’s likely that as you grow older and get more knowledge and experience, your ideas and
perspectives will change, possibly quite radically. As | have pointed out in this article there are
several other directions you can take which you might prefer and which would be more useful
to you and help you be a better manager in what you are doing than if you did an MBA.

Dr. E. Ted Prince, the Founder and CEO of the Perth Leadership Institute, located in Florida in

the US has also been CEO of several other companies, both public and private. He is the author
of two books: “The Three Financial Styles of Very Successful Leaders” (McGraw-Hill, 2005) and
“Business Personality and Leadership Success”, Amazon Kindle 2011 as well as numerous

other publications in this area. He is a frequent speaker at industry conferences. He works with
large corporations globally on leadership development programs and coaches senior executives
and teams in the area of financial leadership. He has held the position of Visiting Professor at the
University of Florida in the US in its Graduate Business School and also at the Shanghai
University of Finance and Economics in China.
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