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Foreword

What if the Female Manager of a High School Baseball Team Read Drucker’s “Management” is hardly the catchiest title for a novel. But in 2010, What if … became one of the great success stories of the Japanese publishing industry, selling more than a million copies. The novel, by Natsumi Iwasaki, told the story of a teenage girl, Minami, who becomes a go-fer dogsbody for a baseball coach. Horrified by the team’s lack of ambition, she sets about putting some steel into its collective spine, setting the team the goal of reaching the high school championships. But how can she turn second-rate rabble into a prize-winning team? As she searches for inspiration, she stumbles across Peter Drucker’s 1973 masterpiece, Management: Tasks, Responsibilities, Practices. Minami quickly learns the importance of setting clear objectives. (“Objectives are not fate,” Drucker wrote, “they are direction.”) She then embraces Drucker’s various principles as embodied in the titles of the book’s chapters: “Minami addresses marketing,” “Minami tries to harness people’s strengths,” “Minami takes on innovation,” “Minami thinks about what integrity is.”

Drucker has long been venerated in Japan, as a man who helped teach Japanese managers how to run businesses (and also explained Japan to the world). Minami’s antics quickly produced a Drucker boom. Management sold some 300,000 copies in the first half of 2010, three times more than it had sold in the previous twenty-six years. Iwasaki donated some of her royalties to the Japan Drucker Workshop and the Peter Drucker and Mastoshi Ito Graduate School of Management. But the novel did more than this: it promoted a salutary debate about the business habits of a country that, thanks in part to Drucker, had shaken up the business world in the 1960s and 1970s with a succession of management innovations, such as “lean production” and “just-in-time delivery,” but has been locked in a recession for two decades. Should Japanese companies set themselves clearer objectives rather than wallowing in consensus? And should they adopt clearer structures rather than sprawling into dozens of businesses? Five years after his death, Drucker still mattered.

In 1996, Adrian Wooldridge and I published a book on the management gurus called The Witch Doctors. It did not sell quite as many copies as What if …, but it did well. We were lucky in our timing. Over the previous decade the management theory industry had been rapidly expanding its empire. Reengineers were tearing apart companies—and sacking thousands of workers in the process—in the name of corporate efficiency. Tub-thumping gurus such as Tom Peters and Gary Hamel were wowing managers with lectures on how they ought to leap on the latest management theory bandwagon or face destruction. Business schools and management consultancies had their pick of the world’s best and brightest.

But as we wrote The Witch Doctors, management theory’s empire was afflicted by crises on almost every front. Business Week revealed that one of the leading reengineering firms was involved in a scheme to push one of their books up the best-seller list by buying thousands of copies and storing them in tractor-trailers. Companies were beginning to complain of “corporate anorexia” as they realized that the “fat” that the reengineers denounced was in fact essential to survival. At the same time, Japan, a country that had been counted as one of the great successes of management theory, was stuck in a recession (from which, sadly, it has not really emerged).

The Witch Doctors tried to do two things. One was to audit management theory: to work out which ideas, among the hundred being proffered, were useful—to find the jewels in the mud. And we did indeed argue that there were jewels—that the work of men like Drucker helped explain some of the great revolutions of the modern world. Many of the people who have since bought the book saw it as a useful filter: Adrian and I had read all this stuff, so they didn’t need to do so. The other aim of the book was to describe the huge industry that had emerged to sell those ideas. We had spotted a phenomenon—and many reviewers were aghast at the size of it. Titles matter, and soon we became known as the people who had damned consultancies and gurus as “witch doctors.” We were also quickly (and we can hardly claim unfairly) bracketed with other guru-questioning books such as Fad Surfing in the Boardroom: Managing in the Age of Instant Answers, by Eileen Shapiro, and Dangerous Company: The Consulting Powerhouses and the Businesses They Save and Ruin, by James O’Shea and Charles Madigan. Since then many more have followed, most notably Phil Rosenzweig’s The Halo Effect in 2007, which justly upbraided The Witch Doctors for being too kind to Asea Brown Boveri and its former boss Percy Barnevik, and Matthew Stewart’s The Management Myth: Debunking Modern Business Philosophy.

A couple of years ago, Adrian presented me with the idea of producing a new edition of The Witch Doctors. What had happened over the past fifteen years? Were the same gurus still laying down the law, or had new ones taken their place? Had management theory overcome its addiction to fads after the reengineering debacle, or had new ones been invented to take its place? And what about the rise of the Internet revolution and the rise of the emerging world? What were the gurus making of these momentous changes?

Listening to Adrian’s pitch, I decided it had both an insight and a defect. The insight was that a follow-up to The Witch Doctors should focus more on the audit of management ideas than attacking the guru industry. There were many more ideas—including the Internet and emerging-markets—to examine; by contrast, the idea that consultants could be greedy was now well understood. The hitch was that he thought this would be easy. Adrian suggested it would involve no more than a bit of clever tweaking and cunning substitution (“All we have to do is cross out the word ‘Microsoft’ and replace it with ‘Google’ ” was one of his selling points). I realized, not for the first time, that he was talking nonsense—that the book would take far more work than he thought, given the pace of change in the business world, and that, given my day job at The Economist, I simply did not have time to do the work. So I gave him my blessing and suggested that he should do this particular book on his own.

Reading what he has done is a bit like revisiting a home that you lived in for several years of your life—but that has been not just renovated but rebuilt by a new owner. It has certainly not been a bit of modest updating. Many rooms have been massively expanded; others have shrunk; and some are gone completely. Staircases have appeared; doors have moved; windows have disappeared. Everything has been modernized. It has been a much more dramatic makeover than just changing a few names. Of course, I don’t like everything—there is the editorial urge to put the sofa back where it belonged. But even from my egotistical perspective, it has clearly been improved. Adrian has made it relevant again, but he has kept most of the good bits of the original book and its spirit—of honest criticism.

So what has changed and what has stayed the same? To generalize wildly, the industry has stayed the same, but the ideas have changed.

The continuing influence of the gurus comes through. It is not just Peter Drucker’s posthumous clout. Michael Porter is still king of the Harvard Business School. Tom Peters continues to give speeches on the importance of “letting go” and “delivering wow.” More generally, management gurus remain what they were when we wrote about them in 1996—“the unacknowledged legislators of mankind.” They still help to shape a huge range of institutions, from companies to charities to governments, and they still define the frequently hideous language of modern organizational life. Consultancies are even more active, and there are even more business schools than when we wrote about them. George W. Bush, America’s first president to boast an MBA, appointed five business-people to his first cabinet, and he honored Peter Drucker with the Presidential Medal of Freedom on July 9, 2002.

This is all the more remarkable given what has happened. Since we wrote The Witch Doctors, the gurus have suffered two great embarrassments. One was Enron. The oil trading firm that collapsed in 2002 had been a darling of the management industry: staffed by MBAs from the world’s leading business schools, starring in numerous case studies, and with close links to McKinsey (Jeff Skilling, Enron’s CEO, originally came to the firm as a McKinsey consultant). The other was the 2008–09 financial crisis. Many of the financial techniques at the heart of the crisis were cooked up in business schools, and many of the toppled titans of finance, including Dick Fuld at Lehman and Andy Hornby at HBOS, held MBAs.

There has been soul searching because of this, and a desire to get rid of some of the oversell and hype. But management theory remains a hodgepodge. There are still gems, but there is also a lot of mud—most obviously the pseudoscientific gobbledygook, but also the faddism. Adrian has a merry time skewering the industry that has grown up to sell “corporate social responsibility” in the same way that we once looked at reengineering. Even the best gurus have a weakness for overselling themselves. The worst are often little better than hucksters. Management theory remains a porous industry in which serious thinkers rub shoulder to shoulder with products of the university of life.

Why has this continued? I still think the answer is the same one we put forward fifteen years ago. Business people are desperate for competitive insight (and so, increasingly, are bureaucrats). They need answers, help, anything. And they also know two things: that some of this stuff works, and that ignoring it completely can be fatal. Much as we might want to mock the fad for corporate social responsibility and recoil at a lot of the worthy tripe produced under that banner, companies that turned their back on issues like the environment and the employment habits of their suppliers have often been trounced by events. And even if business people have no need to apologize for what they are doing, they can still learn from what social entrepreneurs are up to.

So the basic market for management ideas has not changed. But what about the ideas themselves? Here I think there has been more of a shift. We remarked in  The Witch Doctors on how the same ideas keep recurring—especially the debate between hard management techniques that usually aim to save money (and thus often involve sacking people) and soft ones that look to exploit talent and opportunities. That still exists. There are chapters here on strategy, organization, and globalization, but it is noticeable to me how much the pace has changed. For instance, taking advantage of a global market without being destroyed by it seems a much bigger challenge than it did in 1996, now that the entrepreneurial revolution has reached most corners of the world. The same goes for talent. The battle for brainpower has both intensified and universalized: across the emerging world, companies are locked in a brutal struggle for the best brains. The question of how you manage yourself has moved from the world of self-help into the halls of academia. In today’s more flexible economy, where the average American worker has been with his or her current employer for only two years, employees have no choice but to take more responsibility for their own career development.

Two things account for many of the more startling changes between this book and The Witch Doctors. One is the rise of the Internet. In 1996, the Web was mostly used by academics and Google had not yet been invented. Today more than 80 percent of Americans have access to the Internet, and Google worries that it is suffering from a midlife crisis. The Internet—particularly the mobile Internet—has dramatically speeded up many of the changes we discussed in the book, from globalization to the unbundling of corporations. It has produced a new breed of cyber-gurus as well as its own cyber-fads, such as the current craze for “co-creation.”

The other change is the rise of the emerging world—especially emerging Asia. Most of the Asian business thinkers we discussed in The Witch Doctors were Japanese. Some of the best bits of this book cover the new waves of innovation in China and India. What Adrian makes clear is that emerging Asia is not just copying; it is improving. The emerging world is rapidly becoming a center of innovation as well as a source of cheap hands and brains. The companies there—both local and Western—are rethinking everything, from talent management to core competencies. Adrian points to a radical new management idea—“frugal innovation”—which, he argues, will change the world in the same way that Japanese lean manufacturing once did. Frugal innovation radically redesigns products and services to make them much cheaper for the emerging middle class—and then re-exports them to the West. Examples include things as different as cars, telephone banking, and heart surgery.

This book has been substantially rewritten as a result of these developments. There are whole chapters on subjects that we did not mention in 1996 (corporate social responsibility; the war for talent; the spread of the entrepreneurial ideal; and the new models in the emerging world). The examples have also changed substantially. But at its heart, I would like to claim that the overall argument is based on the same three points.

First, management gurus are the powers behind the throne. Today’s global elite are shaped by management theory in much the same way that the Victorian elite were shaped by classical culture. Second, management theory is an immature discipline, unusually open to charlatans, or semi-charlatans, and congenitally prone to fads. But, third, management theory also contains a great deal of good. The world is a much better place because of innovations such as management by objectives, lean manufacturing, and frugal innovation. And you need to know about them.

So the management gurus are like Caliban, a mixture of good and bad. In our last book, we chose a title that emphasized their dark side—the fact that far too much of the time gurus are witch doctors. Perhaps that was a little unfair. This time Adrian has decided to emphasize the more uplifting side: that the gurus are sometimes masters of management. You might argue that it is too generous. But if you don’t like what is written here, complain to Adrian, not me. It is now his book. And I think it is a good one.

—John Micklethwait




Introduction: The Unacknowledged Legislators

On April 8, 2008, some three thousand masters of the universe descended on the Harvard Business School to celebrate their alma mater’s hundredth birthday. They looked on admiringly as Jay Light, the school’s ninth dean, served up a supersized portion of waffles and syrup. (“The need for leadership in the world today is at least as great as it has ever been. The need for what we do is at least as great as it has ever been.”) They strolled around the school’s forty impeccably maintained acres, reminiscing about old times and chatting with old mentors and new students. And—the highlight of the day for these congenital strivers and suck-ups—they crammed into the school’s classrooms to discuss a specially prepared case study on “HBS at a hundred.” What had the school done to earn its success in its first hundred years? And what did it need to do to stay on top over the next hundred?

Dean Light and Co. had plenty to be proud of. Over the past century HBS has transformed itself from a humble trade school—and a blot on the landscape, according to the old guard—into one of the most revered educational institutions in the world. HBS was not only considerably richer than any other business school in the world, with an endowment of $2.8 billion and annual revenues of $405 million. It was considerably more successful, too: as the school celebrated its centennial its alumni included the president of the United States and his next-door neighbor in Lafayette Square, the secretary of the Treasury; the president of the World Bank; the mayor of New York City; the bosses of General Electric, Goldman Sachs, and Procter & Gamble; 20 percent of the heads of Fortune 500 companies; and legions of hedge fund kings and private equity honchos. But even this list of alumni understates the institution’s importance: HBS was responsible for developing the intellectual machinery of capitalism as well as training the people who operated that machinery.

Yet the timing of the birthday bash was less than perfect. Lehman Brothers was already looking shaky (the company lost 73 percent of its share-price in the first six months of 2008). And as the school continued to celebrate its birthday over the rest of the year, the capitalist system began to unravel. The collapse of Lehman Brothers almost took down the rest of the banking system, and the world was plunged into the most gut-wrenching depression since the 1930s.

The crisis brought down many of the school’s most celebrated products, such as Stan O’Neal, the head of Merrill Lynch, and Andy Hornby, the head of HBOS (who, incidentally, had graduated top of his class). But it did more than this. Critics lambasted Harvard (and its fellow business schools) for inventing doomsday machines like collateralized debt obligations and for failing to give their charges any sense of risk and responsibility. The Financial Times headlined an article on the school’s centenary “blame it on Harvard.”1 Philip Delves Broughton suggested that his fellow Harvard MBAs should be known as “masters of the apocalypse” rather than masters of business administration. “If Robespierre were to ascend from hell and seek out today’s guillotine fodder,” he wrote, “he might start with a list of those with three incriminating initials beside their names: MBA.”2

Unacknowledged Legislators

The story of Harvard Business School’s hundredth birthday party is also a story of management theory in general: a story of extraordinary success compromised by equally extraordinary failure. Shelley once remarked that poets are “the unacknowledged legislators of mankind.” These days that honor belongs to management theorists. Names such as Drucker and Hamel may not have the same noble ring as Wordsworth or Keats, yet wherever one looks, management theorists are laying down the law, reshaping institutions, refashioning the language, and above all, reorganizing people’s lives. We have grown accustomed to finding people with MBA degrees clustered at the top of businesses and banks. But today you can find MBAs wielding power in charities, churches, and much of the public sector (the Harvard MBA who sat in the White House when Dean Light was making his speech claimed to practice “management by objectives” and packed his Cabinet with former chief executives).3

The rise of management theory is one of the most striking—and one of the least analyzed—developments of the past hundred years. The first recognizable management guru was Frederick Taylor, the father of stopwatch-based “scientific management.” In the early 1900s, his books sold in the millions, and Taylor’s consultancy fees were $35 a day—or $630 in today’s money. Taylor’s worker-as-machine theories always had their critics (Charlie Chaplin lampooned them memorably in Modern Times), but that did not stop them from being adopted by many leading American businessmen, including Henry Ford, or from spreading around the world. Lenin ordered his minions to adapt “the Taylor system” to socialist ends. The idea of “five-year plans” was dreamt up by one of Taylor’s leading acolytes, Henry Gantt. A steady procession of management thinkers has followed in Taylor’s path. After the Second World War, W. Edwards Deming, the pioneer of “total quality management,” was dubbed the most revered American in Japan after General Douglas MacArthur.

Interest in management theory went into overdrive in the 1980s as the rich world in general, and America in particular, tried to come to terms with the rise of Japan, the spread of computers, and the invention of new financial techniques. For a new breed of increasingly evangelical management theorists, led by Tom Peters, the accompanying corporate self-analysis proved a bonanza. In the summer of 1982, Peters and another consultant from McKinsey & Company, Robert Waterman, published In Search of Excellence, which boldly (and correctly) told American businessmen that they were in better shape than they thought. The book sold more than five million copies, staying at the top of the New York Times bestseller list for more than two years and turning its authors into millionaires. What had traditionally been a business-to-business market, with consultants talking to other consultants, had been transformed into a business-to-consumer one.

Ever since In Search of Excellence, the guru industry has boomed. In America, the market for business books is worth some $750 million a year, and the market for online materials, DVDs, podcasts, and lecture courses is even bigger. In China, business books by the likes of Jack Welch and Tom Friedman take pride of place over the latest excrescences from Dan Brown and Co. In India, management gurus are treated with a reverence that once was reserved for spiritual gurus. Successful management gurus whizz around the world in first-class splendor, charging $60,000 a speech to tell middle managers in Barcelona or Bangalore where the world is heading and why.

The gurus themselves are only the most visible tip of a much larger management iceberg that incorporates business schools, management consultancies, and much of the business press. American universities award almost 150,000 graduate degrees in business every year, about one-quarter of all the graduate degrees they award, and people with MBAs can be sure of starting their new jobs with a significantly fatter pay packet than ordinary mortals. The cult of the MBA has spread from America to the rest of the world. Every year, a quarter of a million people the world over take the Graduate Management Admissions Test in the hope of gaining admission to an MBA program. Business schools are spreading rapidly across the emerging markets of Asia and Eastern Europe; they have even reached Oxford and Cambridge, though it took a nasty fight to put them there.

It is impossible to think of any other academic discipline that can match management theory’s success in building an industry around itself. Guru breeding grounds, such as McKinsey and the Boston Consulting Group, have offices wherever firms lose money. Big-ego executives, who like to present themselves as masters of the universe, creep off in the afternoon to spend an hour with their “coaches.” Even in cynical old Blighty, dozens of companies provide adventure-based management training, obliging fat merchant bankers and balding bond traders to swing across rivers and, later in the evening, around campfires, tell their colleagues what they really think about them.

More than any other branch of intellectual life, management theory has learned how to tap into two primal human instincts: fear and greed. It is usually one of these two emotions that persuades a middle manager at O’Hare Airport to pick up yet another book on leadership or tempts a chief executive in Ohio to blow yet another million dollars on consulting fees. However, it is also clear that management theory is bound up with three revolutions that directly or indirectly affect all of us: the reinvention of companies, the reinvention of careers, and the reinvention of the state.

Nowadays, companies everywhere are going through contortions that their predecessors could scarcely have imagined. The attrition rate of companies is spectacular—only about one-third of America’s five hundred leading companies on a 1970 listing still exist today. So far the twenty-first century has proved to be terrifyingly turbulent. Three of America’s five biggest investment banks have disappeared, and scores of other banks and mortgage companies have imploded. Two of America’s “Big Three” carmakers have filed for bankruptcy, dragging dozens of suppliers with them, and America’s manufacturing sector as a whole has shed almost a third of its jobs. Even the best companies, terrified that they will end up in this ever more crowded corporate graveyard, are reorganizing themselves. This applies not only to job-slashers such as General Motors but also to job-creators such as Google and Facebook.

Even when such contortions are not directly inspired by management theory, they tend to drive managers back into the gurus’ arms. Management theory, after all, is the study of business. It explains not just what this or that firm is doing but what whole groups of firms are doing, and why. The old argument, that business people only need to know how to cultivate their own gardens, and that other people’s gardens are none of their concern, no longer holds true. Industry borders are blurring everywhere: between publishers and Internet companies; between banks and mobile-phone companies; between broadcasters and cable companies. Even the most no-nonsense managers are having to come to grips with ideas like synergy and alliances—and the challenge of managing disparate, multicultural organizations. All these paths lead to management theory.

As companies change, so do careers. Jobs are being reinvented in much the same way that businesses are. Gone are the days when a man (and it usually was a man) could expect to spend his entire career working for the same company, starting as an apprentice, climbing up through the ranks, and retiring, after forty years of uninterrupted employment, to enjoy an index-linked pension, a corporate gold-watch, and a mention in the company history. In 2009, the average length of job tenure in the American retail sector, which now employs far more people than manufacturing, was a mere three years.4 Members of the millennial generation expect to spend their lives hopping from boat to boat rather than finding a comfortable berth on a single ship. And the female half of that generation expect their careers to be more complicated still, with lots of off-ramping and on-ramping, plenty of flexitime and working at home.

What is more, the number of people who need to know something about management is growing relentlessly. The U.S. Bureau of Labor Statistics predicts that the number of Americans employed in “management” of one kind or another will increase by 11 percent by 2018, while the number of people employed in “production” will decline by 3 percent. In the long run, it seems, we will all end up not so much taking in each other’s washing as collectively managing the “laundry in-taking process.” Nor is it just white-collar workers who have to know their TQM (total-quality management) from their JIT (just in time): nowadays, even the lowliest factory worker in the Western world knows that his most valuable asset is his brain rather than his hands.

Just as companies have been forced by competitors and shareholders to question how they manage themselves, so have governments, prodded by growing budget deficits and angry taxpayers. This has led to a wave of privatization and contracting out. The U.S. government now employs far more contract workers than federal employees. It has also produced a wave of rationalization: countries around the world are trying to renegotiate public-sector contracts in order to improve working practices and lighten the burden of pensions. The men and women from McKinsey and Accenture have long ago extended their empires from the private sector to the public sector.

The Management Theory Paradox

Does the gurus’ influence—their apparent status as the unacknowledged legislators of mankind—make sense? One obvious answer is that management theory matters because management matters. Put simply, it changes companies and the way that people work; and in a world where some companies are bigger than some countries and where most people spend more of their waking hours at work than at home, that changes lives—often dramatically. While most other academics—even scientists and economists—have to wait decades to see their work have any practical impact, the gurus’ ideas are often tested immediately. There are few other academic disciplines that can claim to be so “alive.”

Yet there is a catch. Management theory continues to be bedeviled by a paradox: a discipline that matters as much as any is very far from respectable. Many of the most thoughtful management theorists admit as much. The late Peter Drucker liked to quip that people use the word “guru” only because they cannot spell “charlatan.” Henry Mintzberg used to have a motto pinned to his wall: “The higher a monkey climbs the more you see its ass.” Management theory clearly has more than its fair share of tubthumping charlatans (“Transform your company in three days for $10,000”) who have jumped onto the management theory bandwagon because there is no longer any room left on the bandwagons peddling advice on sex or dieting.

But there is more to the management theory paradox than this. The management theory industry has a perfectly respectable wing: the journals published by the American Academy of Management are just as scholarly—or just as dull, if you prefer—as the journals published by other academic organizations. Many management scholars can vie with the best when it comes to the narrowness of their specialization and the laboriousness of their research methods.

The real problem with the management theory industry is that there are grave doubts about the serious canon of management theory. Too much of it seems to lack what Yorkshire folk like to refer to as “bottom.” Generalizations are built on rickety foundations. Blueprints are applied without proper testing. And brilliant theories are suddenly unmasked as being little more than con tricks. Talk to academics who have not taken the industry’s shilling and you are likely to hear all sorts of doubts about its intellectual credentials.5 Watch ordinary business people attending seminars on TQM and the rest of it and you can see their eyes rolling. Sooner or later, in virtually every case, the word “bullshit” appears.

Witnesses for the Prosecution

The most uncompromising case against management theory is that its devotees are nothing more than economic vandals—and jargon-spewing ones at that. Look at the greatest economic disasters of the twenty-first century, from the implosion of Enron to the global credit crunch, and you will find products of the management theory industry not just at the scene of the crime but with their fingerprints all over the evidence.

At Enron Jeff Skilling, the company’s CEO when it went up in flames, was a product of the two greatest engines of the management theory industry, Harvard Business School and McKinsey. Enron hired 250 MBAs from the world’s greatest business schools and was a sucker for the latest management fads. McKinsey advised the company throughout its decade-long transformation from a humble natural gas pipeline company into a trading goliath with far-flung interests in everything from water to the Internet, and Skilling first caught Lay’s eye when he was one of dozens of McKinseyites who were permanently camped in the company’s Houston headquarters. Senior managers cited In Search of Excellence to justify the system of “loose-tight management” that gave callow young MBAs the freedom to try all sorts of “outside the box” ideas. They also used The War for Talent, by three McKinsey consultants, to justify the company’s enthusiasm for “ranking and yanking” its employees—sacking the bottom tenth and giving huge rewards to the most successful, including personal invitations from Skilling to join him glacier hiking in Patagonia or off-road motorcycling in Mexico.

The management theory industry returned this admiration. A series of articles in the McKinsey Quarterly lauded Enron’s “assetlite strategy” and its “new breed of tightly focused and vertically specialized petropreneurs.”6 Harvard Business School published a dozen case studies praising the company to the rafters. In  Leading the Revolution, Gary Hamel, of the London Business School, praised the company for pioneering a management revolution.7(Around the time of the collapse, Hamel was due to appear with Ken Lay at a high-profile guru fest called “the revolutionaries’ ball.”) Fortune magazine ranked Enron as the most innovative company in the United States for six consecutive years.

The 2008–09 economic crisis is usually blamed on overexuberant economic theories, not management ones. But many of the principal villains, including Dick Fuld at Lehman, John Thune at Merrill Lynch, and Andy Hornby at HBOS, were products of the world’s best business schools. At the height of the boom more than 40 percent of the graduates of America’s top business schools ended up on Wall Street. These young MBAs devoted themselves to applying the highly sophisticated financial techniques that they had learned from the world’s smartest finance thinkers. They sliced mortgages into tiny slithers and then sold them to financial institutions all around the world; they pioneered new ways of massaging risk out of existence; and all the time they lost sight of the fact that they were building their financial castles on foundations of sand. Ray Soifer, boss of Soifer Consulting and himself a product of Harvard Business School, has even created an all-purpose indicator of financial disasters: if more than 30 percent of the products of HBS’s graduating class end up in market-sensitive jobs, including investment banking, private equity, and hedge funds, it is a long-term signal to sell stocks.

All very embarrassing. But the problem with trying to indict management gurus on the basis of Enron or Lehman Brothers is that these examples look just as arbitrary as the successful companies that the gurus themselves are in the habit of citing. Most MBAs had nothing to do with Potemkin companies such as Enron or Lehman. Financial booms and busts had been going on for centuries before the first MBA was awarded.

The appalling behavior of some high-profile MBAs also needs to be set against the good works of thousands of less-celebrated people. To put it simply: management theory can be useful. Two economists, Nick Bloom of Stanford and John Van Reneen of the London School of Economics, have conducted a thorough investigation of the impact of management ideas on productivity in a wide range of countries. They concluded that companies that use the most widely accepted management techniques, of the sort that are taught in business schools, outperform their peers in all the measures that matter, such as productivity, sales growth, and return on capital. But you can make the same point by looking at the circulation of management ideas. Japanese companies overran Western ones in the 1980s because they had better management systems, especially lean-production ideas. Western companies caught up with their Japanese rivals and boosted their productivity by copying these ideas.

Still, even if you reject the “apostles of the apocalypse” charge, there are plenty of lesser charges left in the docket. Four, in particular, stand out: that the discipline is constitutionally incapable of self-criticism; that it favors terminology that confuses rather than educates; that it rarely rises above the level of basic common sense; and that it is faddish, fickle, and bedeviled by contradictions that would not be allowed in more rigorous disciplines. The implication of all four charges is that, even if they are not jargon-spewing economic vandals, management gurus are con artists, the witch doctors of our age, playing on business people’s anxieties in order to sell snake oil. Modern management theory is no more reliable than tribal medicine. Witch doctors, after all, sometimes got it right—by luck, by instinct, or by trial and error.

The first charge against management theory—that it is incapable of self-criticism—is half wrong and half right. Some of the best management gurus have subjected their discipline to fierce criticism. Henry Mintzberg, of McGill University, has enjoyed a successful career as one of the world’s leading management gurus and one of the world’s leading critics of management gurus. Phil Rosenzweig, a professor at IMD, the International Institute for Management Development in Lausanne, Switzerland, has suggested that management theory is often no better than a religious cult. Gurus spot a company that happens to be doing well for the moment—such as Asea Brown Boveri (ABB) or Enron—and make extravagant claims about the quality of their management systems and the brilliance of their CEOs. But a few years later the companies have collapsed and the gurus are applying “the halo effect” to a different set of companies.8

The criticism has been particularly fierce when it comes to management education. In 2005, in an article that was published just after his death, Sumantra Ghoshal, of the London Business School, penned an angry “J’accuse” against his fellow business academics, particularly those who were enthralled by free-market economics. “Business schools do not need to do a great deal more to help prevent future Enrons,” he argued. “They need only to stop doing a lot of what they currently do.… Much of the worst excesses of recent management practices have their roots in a set of ideas that have emerged from business school academics over the last thirty years.”9 Jeffrey Pfeffer and Henry Mintzberg have been equally outspoken in the same cause. And Rakesh Khurana, of Harvard Business School, has launched an even more wide-ranging attack on business school education, lamenting its lack of rigorous professional standards and comparing it unfavorably with other professional educational programs, such as those in medicine and engineering.10

The economic crisis of 2007–08 has shaken the industry’s confidence in itself still further—and persuaded many of its leading lights that they have no choice but to rethink management theory from the ground up. Harvard Business School has elected a new dean—Nitin Nohria—with a mandate to enact radical reforms. The management literature has been full of effusive meaculpas and elaborate plans for reform. In the aftermath of the financial crisis, MBA students across the country embraced the idea of taking “the MBA pledge,” a voluntary oath to “serve the greater good” and otherwise act ethically.

The management theory industry is also surrounded by “frenemies” who simultaneously criticize the industry while feeding off its fat (I happily admit to being one of these creatures myself). Philip Delves Broughton and Matthew Stewart have made careers out of writing exposés about their experiences at Harvard Business School and an unnamed consultancy, respectively.11 Lucy Kellaway uses the management pages of the Financial Times to lambast managers for producing so much “shameful, outrageous bilge.”12

Yet so far none of this has cured the industry of its ailments: for every sinner who repents, there are thousands who sin more enthusiastically than ever. Management writers continue to fall victim to the “halo effect”: books with titles like What Would Google Do? (by Jeff Jarvis) have replaced ABB: The Dancing Giant (by Kevin Barham and Claudia Heimer) on ambitious managers’ shelves. Management professors continue to sell their pet theories to MBA students as if they were universal truths. Management fads continue to rise and fall. Management students continue to be the most money-obsessed people in universities (only about 20 percent of HBS students took the oath in 2009, when it was at the height of its fashion, and the proportion has been falling ever since).13 And management prose continues to disfigure the language in ever more disgusting ways.

Which brings us to the second charge: that much management writing is incomprehensible gobbledygook. This is clearly a charge that nobody in his right mind could challenge—indeed one of the purposes of this book is to translate “managementese” into something approaching English. There seems to be something in the water in business schools or at management conferences that destroys people’s capacity to speak plainly or write clearly. No metaphor goes unmixed. No jargon goes unused. No infinitive is left unsplit. This matters, because style can never be separated from substance. As George Orwell put it in 1946 in “Politics and the English Language,” language “becomes ugly and inaccurate because our thoughts are foolish, but the slovenliness of our language makes it easier for us to have foolish thoughts.”

What, then, of the third charge: that, underneath this convenient cloud of obfuscation, most of what the gurus are saying is blindingly obvious? Too often, to outside eyes, management gurus seem to be dealing in applied common sense (“the customer is king”); many of their catchphrases (“total-quality management”) now seem trite. They often claim to be predicting the future when all they are doing is describing the present. Just as Lenin’s Imperialism, the Highest Stage of Capitalism (1917) majestically predicted the outbreak of the First World War three years after it had actually happened, management gurus are forever prophesying a future that has already arrived. As Matthew Stewart, a disillusioned former management consultant, has put it, “aspiring gurus seem to understand that the road to riches is paved with garbled clichés and transparently unsubstantiated pseudotheories. No sentiment is too obvious or banal to count as management wisdom, provided it makes use of one or two bits of jargon and is followed by an exclamation point!”14

There is an element of truth in this, but less than critics allege. Some of the things that strike us nowadays as blindingly obvious were anything but obvious when farsighted management theorists began to talk about them. Peter Drucker, for example, was predicting the decline of the blue-collar worker and the rise of the “knowledge worker” back in the 1950s, when the trade unions were in their pomp and the Communist Internationale was still planning to create a worker’s paradise. People have stopped preaching about total-quality management not because quality has gone out of fashion, but because everybody is striving for it. Besides, there is nothing inherently wrong with stating the obvious. One of the arguments for hiring management consultants is that they can see what is obvious to an outsider but incomprehensible to an insider. To quote Orwell again: “to see what is in front of one’s nose needs a constant struggle.”

However, the most common criticism of management theory focuses on the fourth charge: its faddishness. Management theorists have a passion for permanent revolution that would have made Leon Trotsky or Mao Zedong green with envy. Theorists are forever unveiling ideas, christened with some acronym, tarted up in scientific language, presented in jaunty, can-do, world-conquering terms that are supposed to “guarantee competitive success” (Lew Gloin has even invented a “systematic buzz word generator,” based on a lexicon of thirty buzzy words, that allows you to launch your own management fad: anyone for total transitional flexibility? Or balanced logical capability?)15 A few months later, with the ideas tried out and “competitive success” still as illusory as ever, the theorists unveil some new idea. The names speak for themselves: management by objectives, brainstorming, T groups, lean manufacturing, the balanced scorecard, reverse innovation, customer relationship management, corporate social responsibility, and so on.

The fashion in theories is mirrored by a fashion in companies. Gurus are forever discovering companies that seem to have stumbled on the secret of competitive success. A few years later, these miracle organizations are faltering, troubled, or even bankrupt (Rosenzweig rightly criticizes John Micklethwait and myself, in the first edition of this book, for buying into the hype about Asea Brown Boveri and Percy Barnevik).16 Toyota and BP were once regarded as apogees of excellence. Now Toyota has faltered on the very thing that it was supposed to have mastered—total-quality management—and BP’s claim to be “Beyond Petroleum” is the butt of jokes (Beyond Parody, etc.). The people who once boosted Toyota and BP have now moved on to the likes of Google and Best Buy. How long can it be before these modern miracles trip up and fall—and the gurus who were once praising them start writing books on where they went wrong and why?

Despite all this, these theories continue to command a large, if confused, audience among managers. In 2009 a survey by one of the leading management consultancies, Bain & Company, of what use managers made of twenty-five leading management techniques found that the average company used eleven techniques, with European companies even keener to use them than American ones. Management fashions seem to be growing ever more fickle, with new methods exploding onto the scene from nowhere. Tools such as customer relationship management (CRM), which involves compiling vast quantities of information about customers and then making business decisions on the basis of that information, can come from nowhere one year to reach top of the pops the next.17

Humble businessmen trying to keep up with the latest fashion often find that by the time they have implemented the new craze, it looks outdated. The only people who win out are the theorists, who just go on getting richer and richer. Indeed, it is not hard to construct a conspiracy theory to explain what is going on. Established gurus, with jet-set lifestyles to support, are always looking for ways to update their arguments; would-be gurus, be they overworked management consultants dreaming of spending some time with their families or underpaid business professors dreaming of first-class travel, are always trying to invent the revolutionary ideas that will establish their reputations; and everybody in the business is desperate to keep the wheel turning. Hence the paradox at the heart of the management theory industry: a surplus of overhyped new ideas and a dearth of level-headed criticism.

The Contradictory Corporation

Yet many of the complaints about faddism miss the point. There is nothing necessarily wrong about trying out new ideas. Rather like jogging or pumping iron, a new theory can force companies to exercise their corporate muscles. (Jack Welch of General Electric even dubbed one of his management systems “workout,” implying that managerial change is good for corporate health.) The problem comes when these ideas contradict each other. The deeper objection to management theory is that it is pulling institutions and individuals in conflicting directions.

For every theory dragging companies one way, there are two other theories dragging it in another. One moment the gurus are preaching total-quality management, stressing the importance of checking quality and reducing defects; the next, they are insisting that what matters is speed (which means being a little less painstaking about checking quality) or innovation (which means having the courage to make mistakes). One moment they are saying that what gives a company its edge is its corporate culture, the more distinctive the better; the next, they are ordering companies to become more “multicultural” in order to be able to hold a mirror up to the rest of society. One moment companies are urged to agree on and then follow a single strong “vision”; the next, they are being warned that they live in an “age of uncertainty” where following any single vision can be suicidal. One moment companies are being urged to “reengineer themselves”—which is often a polite way of saying “sack the slackers”—and the next they are told about the importance of being socially responsible. Most management theorists have not worked out whether it is important to be global or local, to be big or small, to be run in the interests of shareholders or stakeholders. Usually, they end up telling managers to be all things to all people, covering up their intellectual confusion with bland phrases about “doing well by doing right.” The surprise is not that great companies such as Toyota can falter in the face of all this contradictory advice but that they can operate at all.

The contradictions are particularly poisonous when they involve a company’s relations with its staff. One of the more fashionable words in management theory is “trust”—it is this, the theory holds, that will keep “knowledge workers” loyal and inspire them to come up with ideas. Yet the gurus also preach the virtue of “flexibility,” which is usually shorthand for firing people. Indeed, there is a growing contradiction between the interests of companies and those of their employees. What companies do to make themselves secure—laying off workers, putting them on short-term contracts, or introducing flexible work schedules—is precisely what makes those workers feel insecure. Meanwhile, the only person who could sort out these contradictions is the one who—thanks to all that de-layering—has the least time to do it: the boss.

These contradictions within firms reflect a deeper intellectual confusion at the heart of management theory: it has become not so much a coherent discipline as a battleground between two radically opposed philosophies. Management theorists usually belong to one of two rival schools, each of which is inspired by a different philosophy of human nature; and management practice has oscillated wildly between these two positions. Scientific management is based on the idea that the average worker is a lazy slob who is redeemed only by greed. The job of the manager is to break down jobs into their component parts so that even the stupidest persons can master them, and design incentive systems so that even the laziest will exert themselves. Humanistic management, on the other hand, is based on the idea that the average worker is a Promethean figure—intelligent, creative, and self-motivating. The job of the manager is to ensure that the work assigned is interesting enough to bring out the best in the firm’s employees, by dint of devolving decisions to shop-floor workers, creating self-managing teams, and encouraging workers to make suggestions about how the company might be improved. This, in essence, is the debate between “hard” and “soft” management.

The first theory, in the guise of scientific management, held sway until the Second World War. The second theory gained ground in the 1950s and 1960s, under the banner of the “humanrelations movement.” The rival theorists have been advancing and retreating ever since. The humanists advanced in the 1980s with the fashion for Japanese management, but fell back in the 1990s as the fashion for reengineering gained ground. The humanists advanced again in the first decade of this century, as companies embraced empowerment and corporate social responsibility, but retreated once again as the global economy went into meltdown—and the hard-nosed job-slashers and restructurers moved back in.

The Contradictory Corporation has had two alarming effects. The first is the reinforcement of anxiety. The recession has made life difficult enough without gurus doing their bit. But management theorists are constantly cooking up new ways of dealing with our problems, from “nurturing talent” to sacking everybody and moving operations to Bangalore. The Harvard Business Review even sends a “management tip of the day” to anyone who subscribes to its email list—suck down as well as up! Build bridges to your enemies! Make sure you keep your nails clean!—though anybody who tried to follow all this advice would quickly be driven insane.

The second effect concerns language—and commitment. As contradictory theories zip past them, managers have learned how to pay lip service to theories without really understanding them, let alone bothering to implement them. Like the Soviet bureaucrats of old, and the North Korean bureaucrats of the present, many managers are living in a dual world: the real world and the world of officially sanctioned ideology. Thus, they talk about “empowerment” while habitually hoarding power or boast about “corporate social responsibility” while continuing to move jobs to the cheapest possible places.

This doublespeak matters, because management theory is the language of the international elite. An increasing number of people who rule companies and countries speak in its terms. For the young and ambitious, a business school education is looking more and more like a necessity, and a spell at a consulting firm more of a probability. Eavesdrop in the business-class lounge of any airport from Shanghai to San Francisco and you will hear a familiar vernacular. In politics, the old battles between left and right no longer seem to matter. In the last British election it was difficult to tell the difference between the policies of New Labor and New Toryism—let alone to understand where the Liberal Democrats fit into the equation. Instead, the battleground has become one of managerial efficiency: Who will “manage” the economy best? Who will “restructure” government most efficiently? Who has the necessary leadership skills to master the crisis? If this debate is carried out in terms that are contradictory or empty, then everyone suffers.

With a Scalpel, Not a Hatchet

Some would argue that all these contradictions indicate that management theory is itself a contradiction in terms. I prefer to see it as an immature discipline, prevented from growing up, partly, by its enormous financial success.

Management theory is in roughly the same state that economics was a century ago. Many of its fundamental tenets have yet to be established. The discipline still awaits its Joseph Schumpeter or John Maynard Keynes. It lacks rules of debate, so the discipline remains open to anybody with an axe to grind—much as economics was open to the likes of Karl Marx. However, just as anybody wanting to know about economics a hundred years ago could draw on writers such as Alfred Marshall, Adam Smith, and David Ricardo, management theory already has its founding fathers—among them, Alfred Sloan and Peter Drucker. Management theory has also generated debates on such momentous subjects as globalization, the nature of work, and the changing structure of companies. Despite its adolescent excesses, the discipline has generated ideas that work. Japanese manufacturers trounced American ones in the 1980s because they embraced quality. Indian companies have become outsourcing giants in part because they have learned how to apply techniques that were originally designed for the manufacturing sector to the service sector.

Dig into almost any area of management theory and you will find, eventually, a coherent position of sorts. The problem is that in order to extract that nugget, you have to dig through an enormous amount of waffle. This book is an attempt to extract those nuggets.

Needless to say, it would have been much easier (and often far more pleasurable) to have trashed the industry. There is a wealth of material for anybody hoping to produce a hatchet job. What is actually needed, however, is a “scalpel job,” which is what I attempt to do in the following pages: I try to separate the good (or, at any rate, the influential) from the bad and the irrelevant—and to look at its effect on companies and society around the world. By definition, this has been an exclusive rather than an inclusive task. If ideas or thinkers fail the test completely, I have usually left them out, rather than wasting ink on people who have already spilt too much of it.

The first part of Masters of Management looks at how the industry works. Chapter one examines the life cycle and significance of one of the most influential management fads of the moment, corporate social responsibility (CSR), and compares it with another great fad from the 1990s, reengineering. Chapter two turns to the enormous industry that produces and sells management theory: the business schools, consultancies, publishing houses, and stand-alone gurus. The second part looks at some of the people who have defined modern management theory. Peter Drucker (chapter three) is the father of modern management and a natural introduction to most of the big debates of our time. Tom Peters (chapter four) has been the most influential guru of the past two decades, not just because of what he has said, interesting though that is, but also because of the way that he has said it. In recent years the subject has been redefined by a group of journalists (such as Tom Friedman and Malcolm Gladwell) and non–business school academics (such as Richard Florida and Robert Reich) who have jumped on the bandwagon. They are the subject of chapter five.

Part three examines the forces that are shaping the current management revolution. Chapter six looks at the way that traditional corporate structures, particularly top-down systems of command and control, have been reconfigured in the past three decades. Chapter seven traces the rise of a new kind of entrepreneurial capitalism, first in the United States and now in most of the rest of the world, that puts much more emphasis on startups, venture capital, and risk-taking than the old model of managed capitalism. Chapter eight examines the way that companies from emerging markets, most notably India and China but also Brazil and Mexico, are turning many of our long-established assumptions about business upside down. I have little doubt that we are at the beginning of a new management revolution that will shift the global balance of power just as powerfully as the rise of Japan did thirty years ago.

Part four takes a closer look at the great debates that this management revolution has unleashed. How do you combine knowledge, learning, and, perhaps the greatest management buzzword of the current era, innovation (chapter nine)? How do companies steer a straight course in an era when old-fashioned strategic planning has fallen out of favor and the gale of creative destruction is raging as never before (chapter ten)? What does globalization actually mean for today’s hassled business people (chapter eleven)? Chapter twelve ponders what all this means for the boardroom. Are all these management ideas putting too much pressure on boards and making leadership impossible? And what exactly are companies for? Are they responsible to their shareholders alone or to a wider group of stakeholders? Chapter thirteen turns to management theory’s colonization of the public sector, a colonization that is being speeded up by the sovereign debt crisis. Doctors now have to decide whether treating sick people is one of their “core competencies”; generals talk about war being “the ultimate benchmarking exercise”; governments call in McKinsey to redesign their state apparatus.

Part five looks at the subject from the other end of the telescope and asks what all these corporate gyrations mean for the workers of the world. How is the world of work changing? How are careers being reconfigured in a more uncertain era? Why do companies simultaneously preach de-layering while giving people ever grander titles, or spread anxiety while also urging their front-line workers to smile all the time (chapter fourteen)? Chapter fifteen looks at the growing “war for talent” and attempts to turn “talent management” into a science. Where can you get bright people? How can you make the best use of your “human resources”? And how is the war for talent changing the balance of power between individuals and organizations? Finally, chapter sixteen turns from the macro to the micro picture. How do we manage ourselves in a world where so many of the traditional landmarks are disappearing?

I have conducted my audit—or rather re-audit—with two groups of readers in mind. The first is the huge number of people who work in management or business but who find the world of the gurus faddish and off-putting. More and more people are assuming management responsibilities of one sort or another, and more and more are having their lives turned upside down by business practices that started far from home. I have consequently included as many case studies as possible from the emerging world as well as from the traditional heartland of management theory, the United States. The second group consists of “normal” readers who are vaguely aware of management theory but who blanch at picking up all those business books. This category encompasses an astonishing range of people—from entrepreneurs in Shanghai who are scanning the horizon for new opportunities, to political activists who want to know why everyone keeps telling them that the earth is flat, to spouses who want to understand why their husband or wife is being reengineered out of a job.

My aim has been to challenge the specialist readers without confusing the generalists. If any piece of jargon has somehow slipped through my net, I apologize. Time and again, confronted by a theory or a passage in a book, I have returned to three questions: Is it intelligible? Does it add up to more than mere common sense? Is it relevant? In short, I have tried to judge the gurus on the same terms that the foremost of them—such as Peter Drucker and C. K. Prahalad—have themselves insisted that they wish their theories to be judged: as a serious intellectual discipline.
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