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Preface


School ended at sixteen. They were happy for me to go, and I was happy to leave. Being ‘military brats’, it was the last of many schools that my brother and I attended, on both sides of the Atlantic. For the next seven years I trotted around catwalks in several countries wearing remarkable clothes, with big hair and strong make-up. I was an unexceptional fashion model, which didn’t matter too much because the fashion industry probably wasn’t for me (aside from the clothes, that is, and maybe the hair and make-up). But while I was there I saw first hand the power of exceptional leaders and their influence on organizations. Designers like Betty Jackson, Willi Smith, who sadly died prematurely in 1987, and the inimitable Vivienne Westwood, who was producing iconic clothing into her eighties.


At age twenty-two, a cheap flight brought me to Delhi via Kabul, then occupied by the Soviet Union. From the Indian capital I took a scenic thirty-hour train journey a long way south and east to Srikakulam, in the state of Andhra Pradesh. A Jeep ride completed my trip to a remote village called Kotturu, and into an expired medical centre’s operating theatre, which was to be my home for the year. It was a rural development project led by an exceptional man. I was there to learn. H. R. Prakash was tall and imposing yet gentle. He could speak to anyone and did so in at least four languages, English, Hindi, Telugu, and Tamil. Prakash knew a great deal about aid and development, and how to manage delicate relationships with politicians and landowners; he was clever, had profound integrity, and heaps of emotional intelligence, long before the world even knew what it was.


After another decade, which included fundraising for various organizations campaigning for a better world, I returned to education at the London School of Economics (LSE). To the surprise of those who knew me at school, I did quite well. I also learned that changing the world needs more than youthful optimism and theories built on emotion. It requires examination through detailed data, to test hypotheses and work backwards from there.


Following my undergraduate education I worked closely with three leaders, two in the UK and one in the US. It was the observations I made about these presidents of universities that motivated my PhD research at Warwick Business School, and took me into a career in academe.


So what have I observed about leadership in my life, my work, and eventually my research?


It is that those who really motivate others, set the highest standards and ultimately make their organizations great, are people who have deeply learned their craft. They are credible core business experts. They are not rootless generalists who flit from organization to organization.


This book is the summation of fifteen years of empirical research into leaders. It uses quantitative data to examine all kinds of organizations and settings in an attempt to reach a generalizable form of ‘truth’.


I start by asking what we can learn about leadership from the world’s most successful organizations; who is leading our best hospitals, the highly innovative tech firms, the top basketball teams, and the most enduring banks? This matters, because the very best institutions – in any setting – have the status and wealth to choose whomever they like as their CEO and line management. If they choose experts, this tells us something important. Something really important. And, as we will see, it is predominantly expert leaders, those who are credible, those who have credibility, who are the managers and leaders of the best companies.


I have examined leadership across all industries and found that core business expert leaders enhance organizational performance, produce happy and productive workplaces, and create a series of other spill-over effects like improved innovation, attracting top talent, and positive ‘signalling’ to stakeholders. Crucially, in a world threatened by climate catastrophe as a result of short-termist profit maximizing, experts opt for a more sustainable long view.


Expertise isn’t a consumer good you can buy off the shelf; nor is it something that is acquired once you hold an MBA certificate in your hand – it takes time and tenacity. People often point to robots, artificial intelligence, and other emerging technologies as the future of business. Yet, organizations also have much to gain by making one simple but profound adjustment: cultivating talented leaders with deep industry expertise and then training them with the requisite management and leadership skills. Such a transformation promises to make our workplaces happier and more productive, our politicians and corporate brands more respected, and our private companies and public sector more innovative, dynamic, and robust.


This book is for you if you run a company. It will convince you that the most successful firms put experts into their leadership and management, and it will help you find, keep, and develop the best experts inside your own organization.


This book is for you if you’re a rising star. It will motivate you to become an expert yourself by working diligently in your selected field and adding leadership and management skills to your expert portfolio gradually, and never at the expense of core business knowledge.


And if you are already an expert thinking about becoming a leader, this book is for you. When you leave the expert bench and go into the boardroom, you will have to practise respect for and be open-minded towards those with qualities other than technical expertise, and you will have to learn new ways of being. You will find your former expert colleagues probably think less of you, and ask you, tiresomely, why you wanted to become a leader. But if you can be an expert and a leader, then you will contribute significantly more.


The pendulum has swung way too far down the generalist managerial path. Generalists have created workplaces riven with bureaucracy, metrics, management jargon, and other impediments to productivity, longevity, and innovation. And we have acquiesced to non-experts on climate change – leaving us in sight of another extinction. I believe that our world urgently needs credible expert leaders.










1


When Non-experts Fly the Plane


‘What banking qualifications have you got, Mr Hornby?’


A forty-two-year-old man, in an expensive dark blue suit and a nondescript tie and pink shirt, takes a shallow breath. The questioner, Nick Ainger, a Member of the British Parliament, who began his career as a dock worker in south Wales, and has seen a side of life inconceivable to the man in the expensive suit, leans forward across the table. His eyes slightly harden. Mr Ainger waits for an answer, although he knows the answer. Mr Andrew Hornby waits to answer, although everyone in the room knows the answer.


‘I do not have any formal banking qualifications.’


Mr Ainger’s thoughts on receiving this reply are unknown and may have been unprintable. What he did know, however, was that the man sitting opposite him, whose previous experience had been running a grocery business, had just ruined one of the world’s most important banks. As this book will go on to argue, when non-experts are put in charge of organizations, disaster often strikes.


Andrew Hornby was CEO of HBOS, one of the largest financial institutions in Europe, when interrogated by Ainger on 20 February 2009, while the world was suffering the aftermath of the worst financial crisis since the Great Depression (1929–39). The room was a grand one, and full of adrenalin and journalists. A fourteen-member cross-party Treasury Select Committee were questioning four astoundingly well-paid British bankers.1 In addition to their interrogation of Hornby, the inquisitorial committee were interviewing Sir Fred Goodwin and Sir Tom McKillop, former chief executive and chairman of Royal Bank of Scotland (RBS) respectively, and Lord Stevenson of Coddenham, its former chairman.


Andy Hornby, without mentioning that his primary degree was in English literature, went on: ‘I have an MBA from Harvard Business School where I specialized in all the finance courses, including financial services.’


The fact of the matter was that none of these four senior bankers had any formal banking qualifications.


In a £28 billion merger in 2001, Halifax and Bank of Scotland became HBOS, then the fifth largest bank in the UK. In February 2005 the Guardian newspaper ran a headline ‘Bank Managers Getting Younger’ when Andy Hornby became chief operating officer of the merged HBOS. A year later, at the age of thirty-nine, Hornby succeeded James Crosby as HBOS CEO. He embarked on a forceful campaign to increase the bank’s stature relative to four other industry giants: Lloyds TSB, Royal Bank of Scotland, HSBC, and Barclays.


Hornby’s expansion strategy proved catastrophic. Instead of focusing on sound, long-term business goals, Hornby pushed the bank to aggressively pursue riskier loans to maximize short-term profits. This led to a £213 billion gap between loans and deposits.2 In 2008, with the United Kingdom’s national economy at risk, taxpayers extended to Lloyds and HBOS a £20 billion bailout. The UK’s National Audit Office, the watchdog of public spending, estimated that around £1.2 trillion was eventually paid out by British taxpayers after colossal mistakes were made by these and other bankers. At that time, the working population of Great Britain was approximately 30 million people. If you do the arithmetic, that comes to a cost of £40,000 ($54,400) per person. The average annual wage in Great Britain was then close to £20,000 per annum.


  Citigroup Inc. is another of the world’s largest banks. It too nearly collapsed in 1991. Between the late 1950s and early 1980s the bank had been led by two experienced commercial bankers: George S. Moore followed by Walter B. Wriston.3 But in 1984, John S. Reed, a non-banking general manager, was appointed chairman and CEO. He wasn’t shy about his lack of expertise; indeed he proudly declared that he was ‘not a banker’.4 Like Hornby, Reed had management degrees, but from MIT. In 1991, for the first time in its history, the bank failed to pay annual dividends and the company lost around a billion dollars.5 To get out of the hole, thousands lost their jobs, and savage cost-cutting ensued. Reed was sacked in 2000. But rather than learn from their mistake, the board hired two similar men, one a corporate lawyer, Charles O. Prince III, and the other an economist, Robert E. Rubin. In the 2008 financial crisis the bank almost collapsed a second time. Like HBOS, Citigroup was bailed out by the government, which cost US taxpayers $517 billion.6 Prince was let go, but Rubin convinced them he should stay. Rubin earned $115 million in pay between 1999 and 2008.7


Andy Hornby had once been described as the ‘whizz kid of British banking’.8 Educated at Oxford University, and finally Harvard, his early professional life was in the cement business of Blue Circle Industries, then on to supermarket chain Asda, where he became a managing director at the age of thirty. After running grocery supermarkets, Hornby then moved to a top management job in a major bank, with virtually no core business knowledge or experience in banking.


A few years after the 2008 crisis, I struck up a conversation about Hornby with an acquaintance of his at the London School of Economics. When I mentioned Hornby’s lack of banking qualifications and experience, or core business knowledge, he replied: ‘Andy is a really smart guy, you know.’ ‘So,’ I said to my friend, who was a smart guy himself, ‘you wouldn’t mind, then, if he performed surgery on you should you ever have the misfortune to need it?’


Another more recent example of the disastrous consequences of having non-experts in leadership positions occurred as I was completing the book.


On 6 September 2022, Elizabeth Truss won the competition to become leader of the Conservative Party after Boris Johnson was forced to step down. As a result, she became the next prime minister of the United Kingdom and immediately appointed her close political ally Akwasi Kwarteng Chancellor of the Exchequer (‘Finance Minister’ in other countries’ terminology). Due to the peculiarities of the British political system, a tiny proportion of the British electorate had put them in charge of the United Kingdom’s economy and society. It was to prove an extraordinary natural experiment vividly demonstrating what happens when leaders not only lack expertise themselves, but also ignore the deep expertise available to them.


Forty-eight hours after taking office, on 8 September, Truss and Kwarteng sacked the most senior civil servant in the Treasury (the nation’s finance department). They then refused to listen to, or co-operate with, the Office of Budget Responsibility, a publicly funded body expressly created to provide independent analysis and advice on the public finances. For months before her election, Truss had derided what she called Treasury economic orthodoxy, and she and Kwarteng had hatched a radical plan to transform the nation’s finances, informed not by any real knowledge of economics, but by ideology.


Truss had studied politics, philosophy, and economics (PPE) at Oxford and Kwarteng classics and history at Cambridge, eventually completing a PhD on the Great Recoinage of 1696. As one UK economics professor I spoke to, who preferred to be anonymous, said, ‘If you take the most generous possible view, they have between them approximately one half of an economics undergraduate degree. It’s like somebody taking a few hours of training in a prop plane and thinking they can now fly a Jumbo Jet. It’s ridiculous.’


What Truss and Kwarteng did have, however, was self-belief. On 23 September 2022, Kwarteng rushed to announce a set of historically extraordinary tax cuts in a mini-budget. These cuts were enormous and un-costed, in the sense that no indication was given as to how the cuts would ever be funded. A financial hole of more than £45 billion suddenly appeared in the UK national accounts.


Chaos ensued. It started even before Kwarteng had finished speaking in the UK Parliament. Money-market managers around the world had been listening to the speech. Almost instantly the value of sterling fell to its lowest-ever level against the US dollar. UK government bonds were heavily sold off in international markets. The financial markets were making it clear by their action that they no longer had confidence in the people in charge of the UK economy.


Kwarteng was sacked as Chancellor on 14 October after thirty-eight days, making him the second-shortest-serving post-war Chancellor, and Truss announced her resignation a few days later on 20 October, after only forty-four days in office.


In that time, lasting harm had been done to the economy, and arguably the international reputation, of the UK. In the world’s money markets, a damaging premium was quickly added by investors to UK borrowing costs in the form of higher interest rates offered on government bonds to make them still attractive to international investors and pension funds, despite Truss’s perceived fiscal recklessness. This premium was dubbed the ‘moron premium’. It did not just affect how easily the UK government could service its national debt, it also led to significantly raised mortgage payments for millions of ordinary citizens who were already struggling with high inflation and rising energy bills.9


The moron premium is a good term. It gives an evocative sense of how costly it is when non-experts are in charge of something that they simply do not understand.


And this is the point of the book. Would you like the school that educates your child to be led by a former retailer or an outstanding schoolteacher who understands children and schooling? Would you rather fly in a commercial aircraft commanded by a pilot who until recently had operated only gliders, or by someone who had spent two decades flying Airbus A320s or jumbo jets? Would you want your federal court case decided by a judge with zero courtroom experience, or by someone who had clerked for a Supreme Court justice? In any area of endeavour, intelligence is no substitute for technical expertise or experience. To think otherwise is to leave your organization vulnerable to mediocre performance – or worse. Leaders must be credible.


Is this idea really a surprise? Imagine trying to coach a team or come up with new plays when you have never actually played the sport in question. Or imagine conducting an orchestra if you can’t read or play any music. Or starting Microsoft or Apple if you had never written computer code.


In a Financial Times article in 2018, Wolf draws on Adam Tooze’s book Crashed to try and understand ‘What really went wrong in the 2008 financial crisis?’10 The near collapse of global banking, Tooze argues, had long-term detrimental effects: taxpayers’ money was used to bail out banks around the world; politics was turned populist and nasty; there were waves of unemployment and homelessness; European integration was destabilized; extreme austerity measures were implemented; and ultimately the gulf between the wealthy and poor deepened. Herd behaviour stampeded out of control. Trust in the state was dealt a profound blow.


Perhaps the most penetrating and worrying point raised in the Wolf article was ‘The fact that the people who had been running the system had so little notion of these risks’.11 A lack of government regulation facilitated the bundling and rebundling of assets that became impossible to untangle, with financial packages designed by physics PhDs based on mathematical formulae that few could understand.12 People who had been in banking for years struggled to comprehend the complexities. So how were CEOs with no banking credentials and no experience going to keep up?


In this chapter I will describe the problems associated with this shift towards generalists and away from expert leaders, namely the people who hold deep accumulated knowledge about their firms. And I will provide stark evidence of why being an all-purpose manager is not enough.


The role of non-experts in corporate failure


‘Home Depot Inc. Chairman and Chief Executive Robert Nardelli has abruptly left the company after a year of heavy criticism of everything from his pay package to the underperforming retailer’s corporate governance,’ read a Reuters lead article in 21 January 2007.13 Robert Louis Nardelli was born in the north-eastern part of Pennsylvania. He completed a bachelor of science in business at Western Illinois University and an MBA at the University of Louisville. Nardelli has been what you might call ‘a serial CEO’ who led many firms, and made huge amounts of money from his various leadership roles.


Nardelli started his career at General Electric (GE) in 1971, where he was mentored by GE’s legendary CEO Jack Welch. Welch was the Elon Musk of his day, a rock star who seemed to be known by everyone. When I interviewed Patrick Harker, then dean of the University of Pennsylvania’s Wharton School, he joked that all MBA students longed for Jack Welch, the most influential business leader of his era,14 to be the dean of their business school.


Robert Nardelli was reportedly known in GE as ‘Little Jack’ due to his promotion by Welch.15 Nardelli rose to become president and CEO of GE Power Systems, but his ambition was to become ‘Big Jack’, and succeed his mentor in the top job, a race he eventually lost. Nevertheless, minutes after resigning from GE, Nardelli was invited to take over at the home-improvement retailer, The Home Depot, where he was CEO from 2000 to 2007.16


The Home Depot had been led by its founder Bernie Marcus, who started the business in 1978. His mission was to make all kinds of building materials and equipment accessible to the general public, selling from warehouses in a retail model now seen around the world. Wired magazine journalist Joe Flaherty praised the innovative culture of The Home Depot that had become, over its two decades, a household name.17 Until Nardelli, that is; he knew nothing about retail and when he arrived he applied the same Six Sigma management strategy used at General Electric.18 ‘Nardelli, who had been one of Jack Welch’s hatchet men at GE, then spent the next seven years driving down costs – at the expense of The Home Depot’s reputation for innovation.’19 Nardelli was reported to be autocratic and blunt, and it was claimed that he replaced employees who had years of experience and a deep knowledge of the business and its customers with cheaper, inexperienced part-time staff.20 In 2007 Nardelli was fired by the person who had hired him, founder Bernie Marcus, who replaced him with a Home Depot veteran, to aid its return to its original focus on innovation.21 Despite his unpopularity, Nardelli still parted from The Home Depot with a severance package estimated at over $200 million.22


Yet again, when Nardelli walked out of The Home Depot he was soon picked up for another CEO job, this time by car manufacturer Chrysler. So he moved from General Electric to a home improvement retail outlet and on to a car manufacturer. These are huge companies upon whose success thousands of people depend for jobs, the local economy, and investments. Would we countenance a dentist switching to become a gynaecologist with no training or experience? No. So why do we tolerate the hiring of CEOs from similarly different sectors? There are many more people’s lives at risk with the latter.


‘Who will Bob Nardelli fail next?’ ran the headline on TheStreet in May 2009, after Chrysler cruised into Chapter 11 bankruptcy. It was ‘his second failure in a top position that could mark the end of an era for celebrity CEOs’, suggested journalist Robert Holmes optimistically.23


Sadly, it did not. Not for Nardelli, who continued his journey, in and then out, of various firms,24 and not for industry in general.


Whether leaders have excelled in their own area or not, placing them in a new domain and expecting the same level of competence is at best naïve, as demonstrated by my research in the following chapters. Yet in the modern world it has become troublingly common. Putting unqualified people into top jobs is a reflection of a generalist management culture that dominates business and beyond, particularly in the US and UK. It is the result of placing an often equally unqualified mix of non-experts on to corporate boards, who then choose the CEOs. Selecting generalist candidates suits the headhunters, who can enlarge their pool of candidates to sell on to employers. Itinerant CEOs gain from changing job regularly, because research shows that those who move around most, accrue the highest pay.25 Remarkably, even when CEOs fail, they still stroll out of their last elevator ride with golden parachutes worth millions, having secured contracts with these potential payouts when they sign up (as if they almost expect to fail). You win when you win, and you win when you lose. What kind of message does this send to young managers?


German businessman Léo Apotheker was fired by Hewlett-Packard in 2011 after losing in excess of $30 billion in market capitalization during his short time as CEO. He was in post for just eleven months. Yet he left with a sum of $23 million.26 Yahoo, when led by CEO Marissa Mayer, failed to disclose two major security breaches, in 2013 and 2014, yet awarded her a similar payout.27 ‘Marissa Mayer’s $23-million severance from Yahoo may look obscene. But it’s even worse,’ read the Los Angeles Times headline in 2017, as it revealed the ‘tens of millions of dollars in stock options’ also held by Mayer.28 Despite being blamed for taking British bank HBOS into virtual collapse, with the loss of 16,000 jobs and huge debts to the UK taxpayer, Andy Hornby went into another CEO position.29 A few months after being questioned by UK politicians about the bank’s failure, Hornby was back earning £2.1 million for his first year as CEO of pharmacy business Alliance Boots.30


Many seem to believe that bringing in an executive from outside can add a newness of thought and perspective. It can. If an organizational culture has become political and prone to infighting, or sluggish and inward-looking, it might require the kind of change that is made more easily by someone less invested in the status quo. But outside should not mean beyond the general core business or sector experience. Whoever takes over still needs to understand the industry, what motivates the key employees, and, importantly, how to diagnose problems. As we will see, the world’s best and most profitable organizations know this.


The companies behind the tech we turn on every morning were started by experts who went on to become effective leaders. Some companies then switched away from credible bosses and learned a hard lesson. Apple was one, co-founded by Steve Jobs, possibly the most celebrated leader during an extraordinary time in which world populations moved way from desks to desktops. Jobs was clever, charismatic, and often combatively challenging. But he was, first and foremost, a techy expert.


Famously, a simple garage features large in the history of Steven Paul Jobs. It is where, in their first family home, his father shared his own passion for mechanics with his son;31 where the young Jobs started to dabble at a very early age in different kinds of electronics, and, notably, where the newfound Apple Computer Company relocated to, from Jobs’ bedroom, in 1976.32 Today, all this is world history. Although its business antics have been criticized (e.g. practising anti-competitive behaviour and using unethical business practices),33 Apple became the first company to reach $3 trillion market value in early 2022.34


Back in 1983, the company was expanding and Steve Jobs decided he required an expert marketer. He recruited the former marketing executive John Sculley from his CEO perch at PepsiCo, where he had become well known during the so-called cola wars between Coca-Cola and Pepsi in the early eighties. Sculley was an experienced mid-forties business and marketing legend whereas Jobs was twenty-eight and still learning the ropes. He was also distracted. ‘While Jobs pursued his MacMission he required a more orthodox chief executive to run the company. A respectable face who could sell to corporate America,’ explained Andy Hertzfeld, a designer on the Macintosh Development Team.35


As CEO, Sculley is credited with boosting Apple’s sales, turning it from a start-up into a major player.36 However, he is possibly best known for having the dubious distinction of firing one of the greatest technology designers in business history. From the start of their relationship, Sculley and Jobs clashed. Sculley wanted to compete in the same space as IBM, whereas Jobs believed Apple deserved its own unique place. With Mackintosh sales underperforming, Sculley, in 1985, persuaded the Apple board of directors to get rid of Steve Jobs, who was then head of the Macintosh division.


There was innovation at Apple under Sculley. But there were also numerous failures. A PC price war pushed revenues down despite maintaining sales. In just one year Apple’s profits dropped from $530 million to $86 million.37 This resulted in significant redundancies at Apple, one of whom was John Sculley.38


When the board dispatched Sculley, they replaced him with Michael Spindler, who was viewed as a brilliant strategist but was another non-technologist who had been at the company only a few years. As CEO, he reorganized, cutting 15 per cent of the workforce and downgrading its keystone product development by regrouping the company into markets.39 Spindler lasted until 1996. Apple was then at its lowest point.


Luckily for Apple, at the same time Steve Jobs reappeared, having been busy in the intervening decade with Pixar, Disney, and the new NeXT Computer that eventually helped save Apple.40 He persuaded the Apple board that he was the only person who could ‘get the ship pointed in the right direction’,41 which he duly did. He first streamlined:


 


When we got to the company a year ago, there were a lot of products . . . if we only get four, we could put the A-Team on every single one of them. And if we only have four, we could turn them all every nine months instead of every 18 months . . . So that’s what we decided to do: to focus on four great products.42


 


Central to Jobs’ strategy was his decision to put technical experts back in charge.


 


We went through that stage in Apple where we went out and thought, Oh, we’re gonna be a big company, let’s hire professional management. We went out and hired a bunch of professional management. It didn’t work at all . . . why do you want to work for somebody you can’t learn anything from? . . . You know who the best managers are? They are the great individual contributors who never, ever want to be a manager but decide they have to be . . . because no one else is going to . . . do as good a job.43


 


Steve Jobs recognized that Apple needed the best experts to become line managers, not the weak or failed technicians who had been pushed sideways into administration. He wanted people who had ‘at the tips of their fingertips and in their passion the latest understanding of where technology was and what we could do with that technology’.44 Our research shows that successful line managers will know about the technology and what happens deep in their department, because they have worked on it, developed it, and created successful products from it; and they understand how best to manage their expert colleagues, because they have performed the complicated tasks themselves, speak the language, and share the hard-won tacit knowledge from working on products such as the Mac computer, the iPod, iPhone, and iTunes.


Jobs also knew something fundamental: it is easier to train an expert to lead than it is to teach a general manager to become a technical expert. He encouraged experts to manage other experts in their area of specialism, a principle promulgated throughout the organization.


Calamity from ‘situational incompetence’


Darryl Carlton lives in Queensland, on the north-east coast of Australia, a state with a population of 5 million. It is home to the Great Barrier Reef. Over a forty-year career he occupied many executive positions in the practice of information technology, both for the private sector and government bodies.45


In 2015 Carlton stepped back from his day job to research a question that had preoccupied him for some time: why do so many major projects continue to fail?


Here is an incredible fact: only 2 per cent of projects that exceed $100 million in labour costs are successful.46


One can remember the debacle over Samsung’s $2,000 collapsing phone, that did just that, instantly collapse; catastrophic building projects such as the brand new apartment block in Shanghai that fell, almost perfectly intact, on its side; the many IT failures, such as those that afflicted British Airways, Delta Air Lines, the New York Stock Exchange, HSBC bank, among others.47 While these are inconvenient, they tend not to reach the eye-watering losses incurred through the failure of public sector projects – sums that are always picked up by the taxpayer. According to Dr Okoro Chima Okereke, an expert in project failures in Africa, the effect of major failures is worse in poor countries, because they don’t just lose money, they reduce future investment, trust in governments, and general faith in the future.48


Darryl Carlton believes IT projects continue to fail at a rate that has hardly changed over decades. Indeed, shockingly, he suggests that most commercial collapses probably go unreported.


One of the largest public IT failures was the UK’s National Health Service civilian IT project. It was, in principle, a brave attempt to create a system that unified the digital health records of all Britons. The demise of what would have been one of the world’s largest IT projects cost the taxpayer over £10 billion – £3.6 billion more than budgeted.49 There are many reasons, long documented, why this project met with disaster.50 Carlton emphasizes that many factors are necessary for success,51 but he also believes that the absence of some or all of these does not cause project failure. ‘Rather,’ he suggests, ‘they are consequences of a poorly run project due to the situational incompetence of project leaders who have direct oversight and accountability for the day-to-day workings of the project.’52


Carlton’s own PhD research examined a spectacular IT failure on his doorstep: the Queensland Health payroll project. In 2007 the state government decided to create a new payroll system for the 80,000 employees of Queensland Health. The American multinational technology business IBM won the contract. IBM quoted A$6.7 million to complete the project and deliver in six months. After four years, and a cost that exceeded A$1.3 billion, a government commission of inquiry was established.53 The commission reported that unethical tactics had been used by IBM employees to gain favour over other vendors, and that Queensland staff had failed to vet the potential contractors properly.54


During his extensive study, Carlton put in several rounds of freedom-of-information requests to the Queensland government over an extended period. He collected in excess of 5,000 pages of project documents, and another 3,800 pages of witness testimony from 170 participants.


What emerged from Carlton’s study?


His published findings state, first and foremost, that the senior executives placed in charge of the project tended to be technically incompetent, and unaware of their own incompetence. Specifically, Carlton writes that the project executives were ‘situationally incompetent’, with minimal knowledge or skills in IT, which meant ‘they could not infer appropriate actions in the face of adverse circumstances’.55 The executives simply did not understand the information that was being presented to them, and interpreted professional concerns raised by Queensland Health team members as ‘personality conflicts’. Indeed,


 


On more than one occasion IBM complained that employees of Queensland Health were trying to hold IBM to its contract and make IBM meet its obligations. IBM convinced senior departmental management that these staff were interfering and senior management subsequently ordered their removal from the project.56


 


Carlton found that the longer the uninformed executives stayed in their roles, the less they deferred to the experts. Importantly, their incompetence also meant that they were unable to identify competence in others, and in fact, perhaps for reassurance, leaned heavily towards listening to other incompetent people.


Second, Carlton found that when there are many actors engaged in a project, which is inevitable in large IT endeavours, each party tends, if allowed, to operate according to its own agenda, and may choose not to disclose its true objectives. On the Queensland project, groups had competing priorities and conflicts predictably arose. These behaviours, he found, ebbed and flowed with ease because the senior executives were situationally incompetent and, therefore, did not have the necessary knowledge to establish where truth lay nor to judge the correct order of things.


Finally, in the absence of competent expert leadership and governance, and hence with little awareness of the mission’s aims and the parameters for its success, there was a lack of clear authority and oversight. There was an ‘inability or unwillingness to adopt appropriate governance processes’ and ‘a complete lack of accountability for failure, evident throughout the project’.57 Thus, the project became a rudderless ship accruing ever more costs until it eventually sank. As early as 1995, the proceedings of the International Federation for Information Processing (IFIP) Conference on IT Project Failures had noted: ‘someone implementing IT needs to know which levers to pull, in which context, and at what time.’58


On the question of governance, Carlton decided to look at the technical skills of those on Australian boards.59 It is the governing boards that hire and fire CEOs, oversee strategy, and, importantly, are meant to apply effective supervision. All aspects require competence and experience. ‘This means’, suggests Carlton, ‘that . . . boards need some measure of IT knowledge if they expect to provide effective governance, risk management and strategic oversight of IT projects.’60


Carlton used the Australian Stock Exchange to access publicly available information on the qualifications and experience of Australian directors and, in particular, to ascertain the level of digital competence on Australian boards. He examined 35,000 director positions, with 37,500 reported qualifications. Carlton found that just 6 per cent of directors had qualifications in a STEM-related field or possessed a PhD. Most directors were qualified in finance (18%) or accounting (19%), with lawyers the next common group (9%), and then those with mining qualifications (8%). Directors with arts, business, or other qualifications accounted for 40 per cent. Carlton believes that this lack of accumulated knowledge and experience on Australian boards is not sufficient for there to be effective oversight of major IT projects.


If the unexpected happens


When experts are sacrificed for generalists, things can go badly wrong, as we saw when a new virus swept around the world. At the start of the Covid-19 pandemic (March 2020), previously unseen experts were pulled from various parts of nations’ health systems and universities, and often placed centre stage. Politicians find experts difficult to manage. However, on this occasion, most senior politicians recognized their own stark lack of expertise. There were, of course, exceptions, like Brazil or the US, where leaders were in denial about the power of the pandemic to disrupt and maim.


Canada should have led the way in terms of preparedness for Covid-19, with a state-of-the-art epidemic alert system. The Global Public Health Intelligence Network (GPHIN) was relied upon by the World Health Organization. Instead, as the pandemic flowed across the Canadian border, ‘We are not prepared’ ran across the Globe and Mail’s front page.


The Canadian government had made what turned out to be a disastrous decision when it restructured its public health system. It shut down its world-renowned early warning system, and replaced experts with generalists. This was primarily to save money. A Globe and Mail investigation revealed that GPHIN ‘ceased issuing international alerts on May 24, 2019, less than eight months before the outbreak in China became known to the world’. The newspaper reported that ‘Experienced scientists were pushed aside, expertise was eroded, and internal warnings went unheeded, which hindered the department’s response to COVID-19.’61 Experts like Abla Mawudeku, an epidemiologist who helped build the Lighthouse Intelligence Network, were replaced by generalist civil servants with little understanding of public health.62


Canada’s lesson about the detrimental effect of replacing experts with generalists has been deeply disruptive and costly. A recent study estimated that between March 2020 and April 2021 Canada spent $624.2 billion on Covid-19, which, the report points out, is more than it paid out during the entirety of the Second World War.63


Non-expert leaders have become disturbingly common in health care. In 2009 two physicians, Richard Gunderman and Steven Kanter, revealed, with data from the American Hospital Association, that fewer than 4 per cent (i.e. only 235) of nearly 6,500 US hospitals were headed by physicians. That was not always true. In 1935, for example, the picture was quite different. Physicians then ran 35 per cent of American hospitals.64 In the US and the UK hospital boards themselves are also mainly populated by non-clinicians, which likely adds to the further appointment of non-physician general managers to CEO positions. People tend to select others who are like themselves, a phenomenon known as homophily, as will be discussed later.


But how can a CEO with no medical experience really know how to manage clinicians or understand patient care? When I make this point, others often turn to me and respond that heads of hospitals manage budgets of millions, and huge numbers of staff, and have very little involvement in the clinical side of things, and they might also chip in by asking what do physicians know about management and the business of health care? I then point out that the best hospitals in the US are led by physicians, not general managers (this is covered in the next chapter). Both of the world’s top two hospital systems are not-for-profits. The Cleveland Clinic has an operating revenue of over $8.4 billion and an income of $330 million, with close to 68,000 employees worldwide.65 The Mayo Clinic is similar in size, income, and success. Both of these impressive health care organizations have, since their inception, been led only by physicians.


Why would we think that physicians could not lead and manage their own institutions? They are among the cleverest and most highly trained people among us. Do we suppose that after learning the intricacies and complexities of the human body, and treating its ailments, our physicians would not be able to learn about organizational strategy, about how to fill out a spreadsheet or acquire an MBA?


In the UK, despite growing awareness of the benefits of physician leadership, CEOs with medical degrees are even rarer than in the US, and the number in management positions seems not to be increasing.66 Moreover, in contrast to many European countries, such as Scandinavia and Italy,67 the quantity of non-clinical general managers in the UK has risen substantially over the last thirty years.68 When I spoke to child and adolescent psychiatrist Tanveer Sandhu, based in Birmingham, he remembered fondly an earlier period in his career.


 


I used to work in Finland where there were no general managers running hospitals. They were led by medical experts who were supported by different kinds of people including non-clinicians. Those who stepped up to take on a medical leadership role were assessed through clear consistent criteria based on clinical expertise and related competencies.


 


In the Cleveland Clinic’s 2020 ‘State of the Clinic’ staff engagement survey, 85 per cent of its worldwide workforce (all of whom are called caregivers) rated it highly as a place to work. As we will see in Chapter 4, employee engagement and job satisfaction have a substantial effect on individuals, on their productivity, on organizational performance, and on turnover, retention, and customer service.69 Employees are happier and work harder when they have expert leaders.


When experts are ignored


Having the right manager in place can be a question of life and death, not only in health care settings but whenever experts are ignored, as happened at the US aerospace company, Boeing. In the recent tragic examples of Boeing’s 737 Max aircraft crashes in Indonesia (2018) and Ethiopia (2019), all passengers and crew lost their lives. Who was to blame? An over-controlling autopilot, and an under-controlling US air safety regulator that yielded way too much authority to Boeing. ‘Boeing knew about safety-alert problem for a year before telling FAA [Federal Aviation Authority],’ ran the Wall Street Journal headline on 5 May 2019. Journalists Andy Pasztor, Andrew Tangel, and Alison Sider wrote that


 


Boeing Co. didn’t share information about a problem with a cockpit safety alert for about a year before the issue drew attention with the October crash of a 737 MAX jet in Indonesia, and then gave some airlines and pilots partial and inconsistent explanations, according to industry and government officials.70


 


Boeing pre-sold 350 of its Dreamliner aircraft in 2005. For the first time it intended to outsource most of the plane’s structure and components to over forty different suppliers located in three continents.71 In January 2013 the FAA grounded all fifty of Boeing’s newly created 787 Dreamliners after battery fires in two planes. The Dreamliner was considered to be technologically advanced because it was lighter and used 20 per cent less fuel. Boeing was not only experimenting with a new technology; it also introduced a new build system, ‘outsourcing’, that it believed would be groundbreaking and cheaper.72


‘The Dreamliner was supposed to become famous for its revolutionary design. Instead, it has become an object lesson in how not to build an airplane,’ reported James Surowiecki in an article in New Yorker magazine. Surowiecki went back to 1997 to look for answers about the Dreamliner failures, to a time when Boeing had just been acquired by aerospace manufacturer and defence contractor, McDonnell Douglas.


Following the takeover, power was ceded to McDonnell Douglas executives. With them came a change in the corporate culture, one that was ‘averse to risk and obsessed with cost-cutting’. Surowiecki wrote that ‘the nerds may have been running the show in Silicon Valley, but at Boeing they were increasingly marginalized by the bean counters.’ The real battle over the company’s future, wrote industry analyst Richard Aboulafia, was ‘between the engineers’, the core business experts, ‘and the finance and sales guys’.73


Surowiecki wrote that Boeing had built less than 40 per cent of the Dreamliner in-house. The design, engineering, and manufacture of whole sections of the plane went to fifty ‘strategic partners’. The approach was heralded as a ‘reinvention of manufacturing’, but ‘while the finance guys loved it – since it meant that Boeing had to put up less money – it was a huge headache for the engineers’.74 The complicated supply chain created engineering challenges and caused delays. The project went over budget instead of costing less, as the managers and accountants had hoped. The person who picked up the ailing programme at Boeing, Jim Albaugh, said: ‘We spent a lot more money in trying to recover than we ever would have spent if we’d tried to keep the key technologies closer to home.’75


What did Boeing and their executives learn from this episode?


Fast forward to October 2018. A Lion Air flight came down, tragically killing 189 people, which was followed by the Ethiopian Airlines crash, where 157 people died. A couple of months later a Bloomberg headline read: ‘Boeing’s 737 Max software outsourced to $9-an-hour engineers’.76 Despite its experiences with Dreamliner, outsourcing continued, but this time many lives were lost.


Boeing engineers had complained about the pressure applied by managers to cut corners where extra costs might be incurred. Mark Rabin, a former senior Boeing software engineer laid off in 2015, was shocked when he was told by a manager in a company meeting that ‘Boeing didn’t need senior engineers because its products were mature’.77 It was the in-house Boeing engineers on the Dreamliner project and the 737 Max disasters who warned of impending safety issues. They were ignored.
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