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Chapter 1

Leaders Show Up

In the summer of 2001, just weeks before I stepped into the CEO’s job at GE, I went on a golf trip with some of my college buddies. I’m not a great golfer, but my friends had invited me to the Skokie Country Club outside of Chicago, and I was looking forward to a little R & R. Ducking into the locker room to change my shoes, I encountered a club member who introduced himself and asked what I did. “I work for GE,” I said, omitting my new job title on purpose.

The man didn’t skip a beat. “Ah, GE! Jack Welch!” he replied. “I feel sorry for the poor son of a bitch who’s taking his place.” I don’t remember how I played that day, but I do recall that my friends and I laughed for four hours about that guy. Everybody seemed to know I was taking over for the most famous CEO in history.

Every CEO’s relationship with his or her predecessor is complicated. It’s a little like my relationship with my late mother-in-law: we both loved my wife, but in different ways. Jack and I both loved GE, but not in the same way. We were of different generations; when I’d first come to GE and for years after, he was my hero. I loved having him as my boss. I paid attention to how easily he could talk to anyone—foremen on the factory floor, customers, other CEOs. He was accessible and informal, and that was seductive. Everyone at GE felt they worked for Jack, and they knew what to expect from him. I marveled at his ability to connect.

Jack could be bombastic—he upped the theater quotient in many meetings—but people enjoyed his directness. Meanwhile, metrics mattered. Yes, we sometimes got buried in them. But mostly they kept us accountable. Jack knew how to set priorities and stick to them. That, I wanted to emulate.

But there were other Welchisms I didn’t plan to copy. Over the years Jack had collected a group of idol worshippers and sycophants around and outside the company who fostered an unrealistic view of GE and of Jack himself. They loved to tell Jack Welch stories, reliving the past over and over. Jack’s 1980s mantra “Only be in businesses in which you rank number one or number two” was fine in principle, but it had become outdated. GE needed to grow, and to do that, we had to enter businesses in which we were behind. I tried to be respectful of what had come before but not kneel to it. And I had little tolerance for those who objected to change by saying, “But this isn’t the way we used to do it.”

Jack had announced I would be his successor just after Thanksgiving 2000. Over the next ten months, as CEO-in-waiting, I spent a lot of time with him. He and I attended a business dinner in London, for instance, just a few months before he stepped down. At one point during the meal, Sir George Simpson, a legendary British executive known for turning around struggling companies, leaned across the table and teased, “Jack, how do you do it? How do you get a 50 PE with that bag of shit you’ve got?”

I laughed, but I was shocked to hear Simpson joke about something that no one within GE would have ever dared say. A company’s PE, or price-to-earnings ratio, reflects how much confidence the market has in the company’s future growth. The more investors are willing to pay per share relative to the company’s current earnings, the higher that company’s perceived potential. In 2001, if you’d divided the price of GE stock by its earnings per share (EPS), you would, indeed, have gotten a ratio of fifty. But that obscured the fact that several of GE’s businesses were pretty average; the luster of GE inflated their value. In Jack’s twenty years at GE’s helm, the company’s value had risen a staggering 4,000 percent. But Jack led GE during a time of consistent economic expansion, and that streak was about to end.

GE was founded by one of the greatest inventors the world has ever seen, Thomas Edison, and for most of the twentieth century, even until 1986, GE had more patents than any other corporation. But the company had deemphasized technology, and GE was not even in the top-twenty ranking of companies holding patents. Instead of innovation, Jack had been focused more on management techniques such as Six Sigma that were used to eliminate mistakes.

Six Sigma is a data-driven methodology invented by a Motorola engineer named Bill Smith in 1980. It trains managers to be experts (called Black Belts) in improving business processes to reduce product defects. Given that GE made machines that could not fail (aircraft engines and MRI scanners, for instance), it’s easy to understand why in 1995, Jack made Six Sigma’s five systems (Define, Measure, Analyze, Improve, and Control) central to his business strategy. Six Sigma helped to reinforce a culture of efficiency, but it wouldn’t help us grow.

Other than Six Sigma, Jack’s primary focus was financial services, which gave GE most of its profit growth. By the time he stepped down, among GE top officers there were five times more finance leaders than engineers. I feared that during times of slowing growth, relying on money lending over innovation would be a recipe for failure.

Threading the Needle

My first Monday as CEO was September 10, 2001, and that meant introducing myself, via simulcast, to GE’s three hundred thousand employees. I’d spent months getting ready for this moment, weighing how much to say and how to say it. When you replace somebody famous, especially somebody you respect and admire, you have to thread a very particular kind of needle. My plan was to express optimism and pride in our company, while also signaling coming change.

I knew that GE’s people wanted to follow their leader. If a new leader was merely critical and denounced his or her predecessor’s legacy, a couple of things would happen. First, a culture of blame would infect people at all levels of the company. Second, accountability would evaporate. Those associated with the predecessor’s “mistakes” would come to work feeling unmotivated. GE’s people wanted to be led forward with confidence, not to look backward in shame.

I was proud of GE’s preeminence in aircraft engines, gas turbines, railroad locomotives, and medical imaging equipment. Nonetheless, as I walked onstage at the John F. Welch Leadership Development Center (a place GE people call Crotonville), I was worried about what I saw as looming headwinds.

I knew that our biggest industrial business—GE Power—was in the midst of a bubble. In a normal year, we shipped twenty to thirty gas turbines in the United States. But this was the era of deregulation and blackouts in California. From 1999 to 2002, we would ship a thousand heavy-duty turbines domestically, pulling forward a huge amount of demand. There was about to be a major lull in that market that would last an entire generation.

I also had concerns about how we ran our insurance business and about our pension earnings. Because the stock market had been so strong in the late 1990s, the investment returns from our pension plan far exceeded the amount we needed to fund it. That excess accounted for 10 percent of our earnings per share, but I worried that wasn’t going to last.

Crotonville is GE’s corporate university—some within the company simply call it GE’s soul. The campus is located on a tree-filled fifty-nine acres up the Hudson River, an hour north of New York City, in Ossining, NY. It is a place I visited many times over my nineteen years as a manager in GE’s Plastics, Appliances, and Healthcare businesses. Now, as I entered the sunken auditorium, a place known as “the Pit,” I settled into a director’s chair next to the event’s moderator, CNBC anchor Sue Herera, who introduced me as GE’s new CEO.

It was humbling to look out into the faces of the hundreds of GE employees who filled the room and to know that hundreds of thousands more around the world were watching. I could see some of them, too, displayed on huge TV monitors. The folks from Power Systems, based in Atlanta, Georgia, waved hello, as did members of the Plastics team in Bergen op Zoom, the Netherlands. The GE Capital group piped in from Stamford, Connecticut; the Aircraft Engines team from Cincinnati, Ohio; and the Medical Systems people from outside of Milwaukee, Wisconsin. Associates in Scotland and Wales, as well as other teams around the United States, were also watching.

I started my remarks with some personal history. My older brother and I were raised in Cincinnati by my father, Joe, and my mother, Donna, a third-grade teacher. Both my parents grew up during the Depression, and I never forgot how lucky my father felt to have a job as a middle manager at GE’s Aircraft Engines division. For many of those years, he went to work in GE Aviation Building 800, a World War II–era structure that was built underground to protect it from enemy artillery. (He might as well have been a coal miner, he often joked, for all the sunshine he saw.) Every day, he took his lunch—two boiled eggs—and ate it in the break room.

I remembered many Saturdays sitting next to him on the front seat of the family Buick, which he would park just outside the gates of our municipal airfield, Lunken Airport. Built in 1930, the airport is a beaut, with an art deco terminal. The Beatles landed there during their first US tour in 1964. But for my dad and me, Lunken was all about aircraft. Peering together through the chain-link fence, we’d watch planes land as he narrated the action: “That’s a 707—the same plane the president of the United States has,” he’d say. Or: “That’s a 727. It’s got three engines, but they aren’t ours—they’re Pratt & Whitney.” (Pratt & Whitney was GE Aviation’s big rival in those days.) I also remembered that whenever my dad had a great boss, he was motivated, and when he had a lousy boss, he was neither challenged nor happy. The worst kind of boss, he always used to say, was one who criticized all day long but never offered solutions.

I wanted to be a great boss. So I told my colleagues that I believed the CEO should be the most competitive person at the company—to establish, from the top, the will to win. As I’d risen at GE, I’d often wondered why it had become a company that didn’t respect engineers. We had adapted a “fast-follower” strategy—we left innovation to other companies, and then we hurried to catch up—so we had let our research center erode. We had refused to do any tech acquisitions for fear that they would dilute our quarterly earnings, lowering the stock price. Now I told GE’s people that I wanted technology to be our core competitive advantage. I wanted GE, once again, to be a place where innovation could thrive.

After my remarks, I fielded questions from employees around the world for about half an hour. Then I jumped in the car and headed to GE’s then headquarters in Fairfield, Connecticut. Stepping into what had been Jack’s third-floor office there, I experienced a sort of déjà vu. I’d been in the windowed room so many times over the years to meet with Jack. Now the massive oak desk was mine to scribble on and the sweeping views were mine to survey. The place was beautiful, but I didn’t plan to spend much time there. I did my best work out of the office.

Stoking GE’s Growth Engine

For the remainder of that first Monday as CEO, the phone wouldn’t stop ringing. One key call was from Denis Nayden, the head of GE Capital. Nayden was intense. He’d spent his whole career at GE, starting in air-rail financing after graduating from the University of Connecticut. At GE Capital, Nayden had come up under CEO Gary Wendt and developed a reputation as Wendt’s pit bull, before succeeding him in 1998. “Gary’s more strategic,” Nayden explained to one interviewer. “I’m good at execution.” Now Nayden had something he wanted to execute on: he told me he’d reached a final agreement with Xerox to buy its credit company.

GE had created GE Capital to provide in-house financing for some of GE’s most expensive products, such as railroad locomotives and airplane engines. But in the years before I took over, GE Capital had grown into a humongous enterprise that provided credit services to every industry imaginable, from automotive to consumer electronics, flooring, healthcare, home furnishings, insurance, jewelry, landscaping and irrigation, mobile homes, outdoor power equipment, pool and spa, power sports, recreational vehicles, sewing, sporting goods, travel, vacuum, and water treatment. If you had a credit card from Walmart or the Home Depot or Lowe’s or even Harrods, it was really from GE Capital. We made car loans in Europe and invested in commercial real estate in Florida. We were the world’s biggest lessor, with hundreds of thousands of cars, trucks, railcars, airplanes, and satellites.

In 1980 GE Capital accounted for 20 percent of GE’s earnings; twenty years later, it contributed more than twice that. And for many years, it had a strong business model. We had low financing costs, supported by GE’s industrial cash. We were a very good, hands-on commercial lender, feeding off the weaknesses of banks. We’d help niche businesses with operations, floor plans—anything to give them an edge. For ten years running, GE Capital’s earnings grew about 20 percent a year. Best of all: because our financial arm was linked to our industrial businesses, its earnings were accorded the premium multiple of an industrial company, not the typical discount of a finance business. Had GE Capital been a stand-alone bank, its PE would have been 12 to 15. Under the umbrella of Big GE, which borrowed money inexpensively, GE Capital’s earnings were accorded a 30 or 40 PE. That translated into about $250 billion more value for our investors.

When I took over, however, GE Capital was seen as something of a mystery by analysts, by investors, and even by executives within the company. Jack Welch himself had long used a phrase that prescribed how we should assess GE Capital: “The Blob Theory.” That meant: don’t look at the elements that make up the Blob, just look at the results. It may sound crazy now, but that was how people in and outside the company valued GE Capital.

Even good ideas can be taken to bad extremes. Our investments in insurance, particularly, were indicators of how far we’d gotten off track. In the late nineties, GE Capital had loaded up on primary-care insurance, reinsurance (property and casualty) assets, and long-term care insurance. Insurance had become our largest business within GE Capital. It seemed to me that we had overpaid for acquisitions, leveraged them too aggressively, and sold investments to make our quarterly earnings. And due to the long-tail nature of the assets, a complete exit would be impossible.

And yet . . . especially after you added in real estate loans and credit card debt, business was booming at GE Capital, which generated nearly 50 percent of GE’s earnings in 2001. Nayden’s phone call about Xerox at the end of my first Monday as CEO only confirmed that he wanted to drive that number higher.

I left the office and boarded a GE jet bound for Seattle, where I was due to speak at an aeronautical conference the next day. Upon arrival, I checked into a hotel and fell into bed exhausted but pleased that Day One had gone well. I was asleep before midnight.

Waking to a Nightmare

Tuesday morning, September 11, I awakened just after 5 a.m. so I could hit the gym before paying a visit to one of GE’s best customers, Boeing. When I turned on the TV above my stair-climber machine, however, every channel was broadcasting images of a fire burning on the 110-story north tower of the World Trade Center. The first reports I heard speculated that a small private aircraft had mistakenly veered off course. But as I kept stepping—right, left, right, left—a second plane hit the south tower, and this one was anything but small. Thanks in part to my dad’s tutelage at Lunken Airport, I knew how to recognize a Boeing 767. Something was horribly wrong.

I left the gym and hurried to my room. I knew my wife, Andy, and my fourteen-year-old daughter, Sarah, were in New Canaan, Connecticut, where we’d just moved from Milwaukee. Assured my family was safe, I flipped on the TV and made my first call, to GE’s chief financial officer, Keith Sherin. He was watching the news, too, and at first we didn’t say much as the unfathomable images sunk in. Would anyone above the damaged floors escape, Sherin and I wondered, and if so, how? Meanwhile, both of us knew that GE held all the reinsurance on 7 World Trade Center, a forty-one-story building right next to the twin towers. We had insured the insurance company that held that policy.

At 6:59 a.m. Seattle time, the south tower collapsed. I couldn’t believe what I was seeing. Twenty-nine minutes later, the north tower fell, and 7 World Trade Center would soon crumble as well, leveled by the incredible force with which the twin towers had crashed down. Soot and an eerie white ash engulfed all of Lower Manhattan.

I called Andy Lack, the number-two executive at NBC, which GE owned. Because his boss, Bob Wright, was traveling, I designated Lack to be our point person in New York City. He was getting feedback from the news division that the two planes that had hit the twin towers, along with another that struck the Pentagon and a fourth that had crashed in a field in Pennsylvania, were coordinated hijackings—acts of terrorism. This was gut-wrenching for the nation. It also had immediate implications for GE’s Aviation division. For the first time ever, a plane had been used as a weapon, and we owned twelve hundred of them. The jet engine business was core to GE’s future.

As our newscasters began to report estimates of the number of lives lost, I tracked down Wright, the CEO of NBC, in Los Angeles. Together we decided that the network would broadcast ad-free until further notice. It could cost millions of dollars, but it was an easy call. Nearly three thousand people were dead, more than six thousand were injured, and our country was on the brink of war. It just didn’t feel right to have advertisements punctuating what at this point was near-constant coverage of the attacks.

We’d soon learn that GE was connected to nearly every part of the tragedy. Planes powered by GE engines had just destroyed real estate that was insured by GE-held policies. The TV network I was watching—NBC—was owned by GE. Two GE employees—an NBC technician who worked at the top of one of the twin towers and a woman from our Aviation division who was on one of the downed flights—had lost their lives.

The towers fell on a Tuesday. On Wednesday, Andy Lack and I got the idea that GE should donate $10 million to the families of the firefighters and other first responders. I had Mayor Rudy Giuliani’s cell phone number, so I dialed. I thought I’d get his assistant, but Giuliani answered on the second ring. I told him our idea and that we wanted to do it quietly. Giuliani wasn’t having it. “Bullshit, Jeff!” he said. “I’m going to use your donation to shame other companies into giving!” In an hour or two, he had created a fund and announced our gift. He would use GE’s seed money to raise hundreds of millions of dollars.

While that felt good, it didn’t erase the terror I was feeling. By the end of my first week as CEO, GE’s shares had dropped 20 percent, decreasing the company’s market capitalization by $80 billion.

Sometime during this period I called up G. G. Michelson, the pioneering R. H. Macy executive who was then on GE’s board of directors, for a reality check. Michelson was a rock. She’d broken through many a glass ceiling, attending Columbia Law School when few women did, negotiating with Teamsters and other union leaders on behalf of the Macy’s department store chain, often serving as the only woman on the corporate boards that clamored for her time. She’d had a rough upbringing—she spent some time in orphanages while her mother, who would die when she was eleven, battled tuberculosis. I sensed that, as somebody who’d weathered the worst storms, she’d give solid advice. When I told her how I was analyzing GE’s priorities, she was encouraging. “You’re doing great,” she said. “Trust your instincts.” I was so grateful that I admitted something I hadn’t planned to reveal: “Look,” I told her. “I feel like I want to vomit all the time.”

Facing Disaster

The first days after 9/11 were a blur. The nation’s airspace had been deemed unsafe for commercial flight, and that left my executive team stuck in different cities. I was in Seattle; Keith Sherin—GE’s CFO—was in Boston; Dennis Dammerman, GE’s vice chairman and former CFO, was in Palm Beach; Bob Wright was in LA. So my team and I began having conference calls every six hours.

Keeping on top of all the issues we faced was mind-boggling. We had a customer named Atta who’d used one of our flight simulators. We needed to find out if he was the hijacker Mohamed Atta, who’d piloted the American Airlines flight that crashed into the north tower. (It took us a while, but the answer was, thankfully, no.) Next we needed to determine what our exposure was for the reinsurance on 7 World Trade Center. (We’d soon take a $1 billion write-down.) I reached out to the families of the GE employees who had died and composed an email of reassurance to be sent to GE’s people—the first time in history that an all-employee email was sent within GE. I was worried about my country, my company, and my family, all at the same time. The length of my to-do list was both terrifying and motivating.

I was determined to protect GE’s most vulnerable customers: the nation’s airlines, which bought our aircraft engines and leased our planes. My approach was the inverse of the spiel we’ve all heard before takeoff, when flight attendants advise you, in case of emergency, to put on your own oxygen mask before helping others. I knew the best way to protect GE was to put the airlines’ welfare first, though that would prove to be difficult.

I couldn’t get home to Connecticut until Thursday night, more than forty-eight hours after the attack. I was glad to be reunited with my wife and our daughter, who was starting her freshman year in a new high school. Our move from Milwaukee, where I’d been running GE Healthcare, had already uprooted her, and I knew that was tough for a teenager. But being the new kid in a place shaken by tragedy would prove even harder.

Six days after the attacks, on a Monday, the stock market opened for the first time since 9/11. By the end of that week, the Dow Jones Industrial Average had fallen 14.3 percent, then the largest one-week point drop in history. That meant $1.2 trillion in value, gone. I tried to stay calm, but GE was getting crushed. I heard from several shareholders, including our biggest one: “We didn’t realize GE was so big in insurance!” I wanted to say, “We’ve never hidden it. Didn’t you examine our holdings when you bought our stock?” Instead I kept quiet.

Every day I woke up and got on the stair-step machine, trying to assert normalcy one footfall at a time. That was also my motivation for approving a full-page ad that GE placed in the New York Times, the Wall Street Journal, and nearly every major newspaper in the country. It featured a drawing of a solemn-faced Statue of Liberty, rolling up one sleeve and appearing to step off her pedestal. “We will roll up our sleeves,” the ad said. “We will move forward together. We will overcome. We will never forget.”

Even when flights began to return to normal schedules, few customers wanted to fly. The airlines were hurting, and that wasn’t good for GE. As I finish this book, in 2020, the coronavirus has had a similar impact on the industry—and maybe even worse. Then as now, I believed it was important to solve our own problems, while also helping our customers. In the toughest times, you always remember who extended a helping hand.

Most evenings during this period, my executive team would get on the phone to discuss our exposure. Every night brought a new challenge—and when I say “new,” I’m not kidding. At times I felt like I was learning to speak a second language. Someone would say, “Okay, we’ve got to buy a billion dollars of American Airlines EETCs tomorrow or else they’re going to go bankrupt.” EETCs, enhanced equipment trust certificates, are a type of bond. “Hey,” I asked Dammerman the first time he used the acronym in my presence, “what the fuck is an EETC?” My learning curve could not have been steeper.

Dennis Dean Dammerman, who we all called by his nickname “Triple D,” was as tough-minded a finance guy as they come. In 1984, he’d been just thirty-eight when Jack Welch made him the youngest CFO in GE history, and by 2001, he’d seen it all. Maybe that’s why he was so calm in the face of chaos. He’d been a mentor to me; he was the first person at GE to interview me when I was still in business school, and I’d always been grateful for his support. Now, though, I was even more grateful for his unflappability.

Absorbing Fear

The best leaders absorb fear. I’m not talking about soothing people by blowing smoke or giving false assurances. I’m talking about giving people the truth but also giving them a way forward. In the wake of 9/11, GE’s people needed to hear, and to believe, that we had a plan and that, working together, they could help us execute it. They didn’t need to hear that I was so agitated that I struggled to keep food down.

True leaders are frank, but they don’t traffic in panic. The best leaders acknowledge mistakes, but they don’t tear their colleagues down just to ease their own discomfort. Transparency is an admirable goal. But the real goal is to solve problems. When leaders merely unload their burdens without offering a plan of action, that’s selfishness masquerading as candor—the arrogance of false piety.

GE couldn’t afford for the airlines to fail, so between September 11 and December 1, GE lent them tens of billions of dollars. Even as we bailed them out, however, we also had to play the heavy. At this point, airlines could fly internationally only into and out of countries that had passed a special terrorism exception to insurance. In those early days, only a few countries had done so. We needed to be sure that if a leased GE airplane was used in a future terrorist attack, we wouldn’t be liable. So at the end of each workday, we’d have to place calls to airlines in countries that hadn’t passed the test.

Night after night, we’d dial up either the airline CEOs or the presidents of the countries themselves and deliver the bad news: “You can’t fly GE airplanes tomorrow, because you haven’t passed the terrorism exception.” Dammerman would call up the leader of Poland or Japan or Australia and say, “Hey, tomorrow you can’t fly those eight GE planes you lease from us.” The leader would say that was unacceptable, and Triple D would counter that he wasn’t asking; he was telling. Sometimes these calls got heated. “That’s bullshit,” the guy on the other end of the phone would yell, to which Triple D would bark, “Hey, don’t fly the goddamned planes or you’re going to get sued!” I’ll never forget watching Triple D slam down the phone one night after one of these contentious back-and-forths. I waited a beat before I turned to him with a smile. “Can you make my next call?” I asked. “Because you do it so well!”

I was also dealing with stuff that had been underway before the tragedy. The Xerox deal that Denis Nayden had pitched me on September 10 had not been completed, and soon, I heard from Ann Mulcahy, the company’s new CEO. She knew we had the right to walk away, and given what had just happened, we had every reason to. But I knew that would put Xerox in a difficult spot. I invited Mulcahy to lunch, and with her assurances, I decided we’d proceed. Did GE need to absorb another credit company in this business climate? No. But America’s corporations—like the nation itself—were under siege. We had to stick together. (In the end, we made a little money on the deal, and Xerox stayed in business.)

Another issue that had been simmering was GE Capital’s role in financing the bankruptcy restructuring of the steel industry, which had been overleveraged when 9/11 triggered a steep decline in steel prices. We were among a consortium of investors involved in rescuing Bethlehem Steel, led by the private-equity firm of Wilbur Ross (much later, he’d become the nation’s secretary of commerce, appointed by President Donald Trump). Decisions had to be made by late September, and the deal’s urgency necessitated that I get personally involved. During one difficult meeting in New York City, we were all getting hung up on tiny details when Ross looked up from across the huge conference table and declared, “Let’s do the easy things first. We can tackle the tough ones later, once we get momentum.” It was such helpful, commonsense advice.

Friday, September 21, was my first meeting with analysts as CEO. I came prepared with five or six charts that illustrated how we would survive if the airlines went bankrupt. I’d played offensive tackle in college, and I tend toward football metaphors. So as I walked analysts through our thinking, I said, “I’ll play a little offense here. We didn’t dust off the playbook and start practicing on September eleventh.” I stressed that GE had been trimming costs for more than a year and that the power market—though showing signs of a coming crater—was still in a good cycle. Our diversified portfolio would enable us to offset losses in insurance and aircraft engines. That was the beauty of a conglomerate, I said—when one sector was down, chances were another was up. Everyone gave me high fives that morning. Even Jim Cramer, the voluble, wild-eyed former hedge fund manager and prognosticator on CNBC’s Mad Money, praised my performance.

After the analysts meeting, I did an interview on CNBC, and then started to make my way down to Ground Zero. I’d been offered an up-close tour of the devastation. On the way, I stopped at St. Vincent’s Hospital, where GE had sent some of our portable CT scanners on the morning of the attacks. The hospital administrators I met explained that, while they were grateful, they hadn’t had much use for the scanners. After about 11 a.m. on September 11, ambulances stopped delivering injured people. You either lived or you died that morning, they said.

I continued south, to Wall Street. Beth Comstock, GE’s head of corporate communications, was with me. Placing our full-page Lady Liberty ad in the nation’s newspapers had been Comstock’s idea, so we were both truly moved when we walked onto the floor of the New York Stock Exchange and were greeted with a cheer. The ad was taped to the walls of many traders’ kiosks.

Minutes later, we arrived at Ground Zero, where we were given hard hats, work boots, and face masks to protect our lungs. I met Thomas Von Essen, the fire chief who was coordinating the cleanup. He led us into the twisted wreckage, and I was stunned to see that ten days after the attack, fires were still blazing. The smell of incinerated plastic and wire was so sharp it hurt to breathe. Von Essen had been among the first responders. Listening to this bone-weary public servant, still so professional even amid his grief, I was overwhelmed.

Mathematicians use proofs called “existence theorems” to conclude there is only one solution to a particular problem with a particular set of conditions. I was a math major in college, so this is a familiar concept to me. But during this period I remember thinking that there was no existence theorem for this particular set of conditions because it was so abnormal. As my team rallied in the short term to support part of our customer base (the airlines), we were also trying to think about how our industrial company needed to change for the long term. All we could do was make decisions, one by one. Standing amid the smoldering wreckage, I told Von Essen that GE’s leadership training program would help the New York Fire Department try to replace the many leaders it had lost. It was the least we could do.

Putting Customers First

On September 22, President George W. Bush signed into law the Air Transportation Safety and System Stabilization Act, which aimed to maintain a “safe, efficient and viable” commercial aviation system in the United States. In addition to providing immediate cash infusions to the airlines and liability protection for the carriers whose jets had been hijacked on 9/11, the act created a board to evaluate and approve loan guarantees to airlines that needed it—essentially providing credit that was not otherwise available. That bailout board was made up of Alan Greenspan, the chairman of the Federal Reserve, Secretary of the Treasury Paul O’Neill, and Secretary of Transportation Norman Mineta. Greenspan was in full bloom at that time, at the height of his power. O’Neill had run Alcoa, the aluminum company, and Mineta was the former secretary of commerce. I think he thought his second cabinet position would be an easy, cushy gig. How hard could it be to oversee the nation’s highways and flyways? Suddenly he had one of the most difficult jobs on earth.

I would soon be making regular trips to DC to plead the airlines’ case to Greenspan, O’Neill, and Mineta. You may wonder why the CEOs of the airlines didn’t do this themselves, but given their financial challenges, which included having too much debt, they hadn’t been hugely respected even before 9/11. Most of the airlines had been on their backs before the attacks, so afterward, no one believed their lobbying efforts would be effective.

GE, meanwhile, was overexposed to aviation. In the boom times of the late nineties, we’d turbocharged our aircraft purchases and ended up with a fleet of twelve hundred aircraft—significantly more than any other company. So I had an incentive to become the airlines’ de facto spokesman.

What GE did for a struggling Phoenix-based airline called America West is a terrific example of how we tried to impact the aviation industry during this time. Doug Parker was America West’s CEO in 2001, and before the attacks, he’d managed to line up some much-needed financing with the help of GE and the European aeronautics company Airbus. When 9/11 made that financing disappear—no one wanted to lend to an overleveraged airline whose business has dropped 80 percent—America West seemed headed for liquidation. That’s when I encouraged Henry Hubschman, the head of the GE Capital Aviation Services division, to get involved. Ever unruffled and logical, Hubschman put the head of our Washington division on the case, and GE’s lobbyists helped Parker convince Greenspan, O’Neill, and Mineta that this smaller carrier did, indeed, deserve loan guarantees. The result: America West survived. That may not mean much to those who’ve never heard of the airline, but it had many positive ripple effects. First, America West’s thirteen thousand employees kept their jobs. Four years later, when US Airways was about to go under, America West pulled together a plan—again with GE’s help—to bring them out of bankruptcy, saving another thirty thousand jobs. Arguably, America West ushered in a period of industry consolidation that would benefit not just individual carriers but also consumers. Parker is now CEO of American Airlines.

Another story: Right after 9/11, a thirty-seven-year-old Malaysian entrepreneur named Tony Fernandes approached GE Capital seeking to lease two Boeing 737s. Fernandes believed the time was right to enter the no-frills travel market. He’d mortgaged his home to buy AirAsia, a heavily indebted subsidiary of the Malaysian government, and he needed to lease some planes. Because he had no collateral, GE Capital told him no. But he wouldn’t be denied, which I found out when, somehow, he showed up in my office.

“Look, I know you’ve got a million things going on right now,” he said. “But I can do this if you just get me some planes!” I must have been late for a meeting on bankruptcy or some other dreaded fiasco, because his optimism swayed me. “I’m so swamped, let’s just do it,” I said.

Man, did my people excoriate me for that later—and rightly so. They’d already shown him the door! But Fernandes made good on his promise. AirAsia was out of debt in just one year, he became a multibillionaire, and from that point on, GE got all of AirAsia’s business.

I couldn’t have known it then, but 9/11 would mark the end of an era—and an abrupt one. No American executives my age had ever before encountered tail risk—which is basically something that is unlikely to happen, but then does happen. Once you encounter tail risk, though, you never forget it. The tranquil nineties—when the world was at peace, China was still a sleeping giant, and the US economy was growing 4.5 percent a year like clockwork—had been the “trust me” decade. But after the terrorist attacks, and the faltering economy and shoddy business behavior that soon followed, trust evaporated.

As I finish this book in 2020, I see the next generation of leaders grappling with the COVID-19 crisis. They are learning that especially in a crisis, people want to be led. They don’t expect perfection, but they want to know where you stand. They want to hear you articulate what drives your thinking. They want simple words based on trust, honesty, and consequences. That’s how I tried to communicate in 2001.

About two weeks after the attacks, I remember looking out my office window and feeling, for the first time, like the worst might be over. “We’re going to make it through this,” I said out loud. I swear it was only minutes later that the phone rang. It was Bob Wright calling from NBC and his voice was grave. Our Nightly News anchor Tom Brokaw had just received an envelope containing a threatening handwritten note: “09-11-01,” read the letter, which also included what looked like anthrax spores. “This is next. Take Penacilin [sic] now. Death to America. Death to Israel. Allah is great.” I put Wright on hold for a moment while I let out a scream. The hits, they just kept coming.

Three days later, on September 28, Brokaw’s personal assistant Erin O’Conner came down with flu-like symptoms and broke out with reddish-black sores. It had, indeed, been anthrax in that envelope. That would have been terrible news about any employee, but O’Conner was a new mom, so it felt even worse. While she ultimately would recover, those events only heightened the fear and uncertainty within GE. As we revamped our corporate security company-wide, I continued to think about how 9/11 would alter my plans to move GE into the future.





Chapter 10

Leaders Are Transparent

One Saturday in 2005, I was at the office in Fairfield, Connecticut, catching up on work. Once my desk was clean enough, I considered my options. I knew Andy and our daughter, Sarah, who was then a senior in high school, had gone shopping, so I had no urgent need to get home. As I headed to the car, I decided it was finally time. Time to get a tattoo.

The possibility of getting inked had been something my daughter and I had been teasing each other about for months. She would threaten to get a tattoo, I would tell her I was going to beat her to it, and she would roll her eyes. “You’re all talk,” she’d say. But this kind of self-expression fascinated me.

I set off for the town of Danbury, where I’d noticed a few tattoo parlors. I chose the least sketchy-looking place, walked in, and told the proprietor what I wanted. I kept it simple, requesting the cursive GE logo, known as the GE meatball, in blue. The tattoo artist said that was a first. I didn’t want to tell her I was CEO, so I made up a story.

“I work at GE,” I said. “I made a bet that our bowling league would win, but we lost. So here I am.” The woman laughed. “So you have to get a GE tattoo?” she asked. “That’s so funny!” Then she got to work on my left hip, just below the beltline. Before she finished, I asked her to make two additions in red: the letters “A.I.” and “S.I.”—the initials of my two favorite people, my wife and my daughter.

Over the years, I’ve been at a few dinner parties where guests are asked to write down something interesting about themselves on scraps of paper. After everyone puts their paper scraps into a hat, the snippets are read aloud, and people have to guess whose secret belongs to whom. My go-to submission: “I have a tattoo.” No one ever guesses I wrote that. I almost always win the game.

But my tattoo has way more significance than a party trick. For me, organizing my life narrowly around work and family (or what I used to refer to in my CEO days as “one company, one wife”) helps reduce stress. Memorializing those primary loves in ink was a gift to myself, a reminder of my own priorities. Hardly anyone at GE knew about my tattoo. I didn’t show it off. I’d gotten it as a private testament to my dedication to GE.

Since I left GE, some have questioned that dedication, particularly when it comes to what went on inside GE Power. The popular narrative about what went wrong is that GE made a terrible acquisition—our 2015 purchase of the energy assets of the French multinational company Alstom—and that I championed it all by myself. But that’s not accurate. GE Power was a good business in an essential industry, so buying Alstom made sense. The Alstom deal was completed just before the power industry entered a tough cycle, but that alone doesn’t explain what happened next. GE had led every one of our businesses through tough cycles before, and our leaders had performed well on complicated deals. (For example, back in 2004, shortly after we acquired Amersham, we discovered a quality issue that threatened the entire deal, but our Healthcare team fixed it.) No, the lessons I learned from the Alstom deal are not only about capital allocation but also about leadership. My board and I disagreed about the capabilities of GE Power’s leaders. As a result, we ended up with the wrong team in place. That was my fault. 

The story I’m about to tell is a difficult departure for me. For forty years, when something’s gone wrong or when someone’s cast aspersions on my character or my judgment, I’ve always kept my mouth shut and worked through it. But I’m making an exception to that long-time practice. I’m telling this story now, for the first time, because what happened at GE Power has done so much damage to so many people. The story has been reported incompletely and, at times, untruthfully. I take no pleasure in the telling, but people deserve to know what really happened.

A Simple Deal (in a Market We Knew)

Of all the deals we did while I was CEO of GE, Alstom gets the most criticism.

The transaction has taken on an almost mythical quality. The deal was initiated by GE Power’s leadership and supported by our board, our investors, analysts, and other stakeholders, including me. The transaction was transparent. We knew what we were buying was largely a power-services business, one that complemented our own. We knew what shape the company was in and we were aware of the challenges it was facing. We liked the deal for two reasons. First, it took a competitor off the field. Second, we knew how to integrate and run the business, and we believed it would boost our earnings and generate a lot of cash in a short period of time.

It’s not a bad idea to be in the power market, especially when you’re General Electric and you’ve been the most trusted name in the business for a hundred years. GE had a leading share and a reputation for innovation and reliability. But that didn’t mean the power market was easy. Then and now, it was an intense confluence of technology, economics, and public policy. Governments’ use of subsidies and regulation also have an outsized role.

Underlying these complicated dynamics was the promise of long-term growth. The global market for electricity is huge and getting huger. By one estimate, demand will grow by 60 percent by the year 2030. Even today, one-third of the world’s population still lacks access to electricity. We knew that places such as Indonesia and Vietnam could eclipse Europe for new demand.

At the time the Alstom opportunity arose, we were in a strong position to consider it. In 2014, GE had had a solid year. On an industrial revenue base of $110 billion, our organic growth—we were up 7 percent—was noteworthy, ahead of all our competitors. Our earnings, meanwhile, had grown 10 percent, as had our cash.

The power business was a strong contributor to that performance. In my estimation, GE Power was the most successful competitor in the sector by almost any measure: earnings, cash flow, market share, global footprint, and social impact. With a big position in gas turbines and wind turbines, we owned about a third of the world’s installed base of power generators. We had smaller positions in nuclear power, steam, and electricity distribution. Through GE Capital, we were a leader in financing power projects, particularly in renewables. We had even created a business platform, called GE Current, to finance solar projects for commercial buildings and hospitals.

I really felt that we had our competitors, Mitsubishi Heavy Industries (MHI) and Siemens, on the run. We had launched the H-turbine, which was the industry’s largest and most energy efficient turbine. Our Global Growth Organization was working: we were winning all the big global deals that had previously gone to our rivals. More important, we had broad access to low-cost financing, which we could use to build power plants all over the world. And the bigger we got, the huger our service profit stream. Power was benefiting from Predix, which helped our service business grow more quickly at higher margins. I knew the equipment market was volatile. But I felt confident in our ability to execute.

Experts predicted, and we believed, that natural gas consumption would grow at least 5 percent annually for decades. It was clean, cheap, and available, and the demand for it would boost demand for turbines and services. We knew that the only renewable equipment market with profit potential was wind. We had written off $300 million in investments in solar and battery technology—industries that had lost billions. Nonetheless, we were committed to developing technologies that would reduce carbon emissions; we felt the cash generated by Alstom would help us do so.

It is important to keep climate change in mind as you make an investment in the power industry. Today, 93 percent of electricity is still generated using traditional technologies (coal, gas, nuclear, and hydro); renewables make up only 7 percent. Changing this mix will take decades, even with the best of intentions and strong, unified political leadership across the globe. In the meantime, billions of dollars will have been invested in services to reduce pollution in the traditional installed base.

We ran GE’s power business with a set of clearly stated goals: to keep our 50 percent market share around the world; to grow the wind business onshore and offshore; to maintain the superiority of our gas turbines; to lower cost; to be positioned to do business everywhere in the world, using financing if necessary; and above all else, to capture profitable services, which required maintaining, fixing, and updating existing turbines. We had made investments to grow this last part of our business. The more turbines we sold and installed, the more units we had to repair, and the more revenues we’d bring in. The Alstom deal would give us more turbines to service and, we thought, boost our bottom line.

A Position of Strength

Over the years, we had analyzed Alstom several times. In fact, in 1999 we had acquired a portion of its turbine manufacturing capacity. The French company was big not only in energy but also in high-speed rail transport and signaling technology. But its power and grid divisions were the only ones that GE wanted to acquire, and in the past, Alstom had never been willing to sell them. Then, in 2013 to 2014, Alstom’s stock price dropped from 80 euros to 30 euros. In 2014, Alstom CEO Patrick Kron called GE Power CEO Steve Bolze to suggest a meeting.

I’d never met Kron, but Bolze was enthusiastic in a way that caught my attention. I’d known Bolze for years—he’d been at GE since 1993, based in our Energy and Healthcare divisions. Until 2012, Bolze had worked under a hands-on boss, John Krenicki, who’d helped steer his decisions. That meant I’d had only two years at that point to appraise Bolze’s solo leadership abilities, but so far, I was satisfied. In meetings with me, he seemed to know the ins and outs of his business. When he suggested we meet Kron together, I said yes.

In February 2014, we met for dinner in Paris. In addition to Bolze and me, GE’s CFO Jeff Bornstein and John Flannery—then the head of GE’s business development—were there, and we all came away intrigued. Alstom had a profitable service business, and their renewables business—in particular, large offshore wind turbines, where we lacked a presence—was complementary to our own. (About this, we were dead-on: in 2020, offshore wind is a $2 billion business for GE.) Kron, meanwhile, brought some urgency to the table. He implied that he was determined to sell Alstom’s energy assets quickly, so if we weren’t interested, we should be prepared for one of our rivals to acquire it.

For me, the expansion of services was appealing, both financially and strategically. Services were less volatile in a cyclical industry. I felt that acquiring Alstom would give us a substantial leg up on our competition and enhance our existing plan to reduce carbon. More important, GE Power’s customers wanted digital service solutions, and adding Alstom would allow us to leverage our investments in that area across a larger installed base. Buying Alstom would give us a dominant position.

In March 2014, we briefed the GE board, saying we viewed the Alstom acquisition as a simple transaction that would grow our share of the world’s existing turbines by 50 percent—a huge long-term advantage. Alstom would help us to improve our large gas-turbine technology, which at that time trailed Siemens and MHI. On the downside, Alstom had a business that built power plants that we didn’t understand. And there was what we called “French country risk”: there would likely be geopolitical turbulence around the deal.

I asked Bolze and Flannery to lead the due diligence on the deal. I thought it was a good test for both of them. As I’ve said, Bolze had only recently stepped out from under Krenicki’s shadow; asking him to evaluate the Alstom deal would be a good way of gauging his capabilities. Similarly, Flannery had just been promoted, so I was eager to see him in action. While succession wasn’t yet top of mind, I knew both Bolze and Flannery could be contenders to replace me, and this was one way to prepare them.

The more due diligence Bolze and Flannery did, the more we became convinced that the deal would likely boost earnings. We had acquired Alstom’s gas-turbine capability in 1999, so we were comfortable doing business in France. When Bolze and Flannery gave the final Alstom presentation to the GE board, the major concern among our directors was Alstom’s construction business, where we had limited experience. But overall, the board reaction was positive.

By the April 2014 shareholder meeting in Chicago, we’d hashed out the economics of the deal. The trickiest issue was what would happen if GE ultimately decided not to move forward. Kron and his team met us secretly in Illinois, holing up in a hotel near the venue where our shareholders had gathered. There we negotiated a breakup fee, agreeing that if, as we went through the approval process, regulators forced GE to sell more than 10 percent of the business, we could walk away by paying Alstom $700 million. But if that threshold wasn’t reached, we had to close.

We shook hands in Chicago on a Wednesday. Unfortunately, the next day, April 24, our agreement was leaked to the media. The French government, which saw Alstom as a national jewel, felt blindsided by the news and disrespected by GE. Valued at $13.5 billion plus working capital, the deal would be GE’s largest acquisition ever. But the media leak set it off on a weak footing.

The French would soon punish us, fighting the deal on the grounds that France needed to maintain its technological sovereignty. In the meantime, at the invitation of the French government, Siemens and MHI were assembling their own joint counterbid.

Our first day in France, a Sunday, President François Hollande refused to meet with us. He sent an emissary instead—a backbencher named Emmanuel Macron, whose title at that point was deputy secretary general of the Élysée. Macron asked us not to sign the deal for a few days. Initially, I wanted to tell him to jump in the Seine. Luckily, our CEO and president of GE France, a well-connected executive named Clara Gaymard, told me to give them some time. I agreed.

I finally met with Hollande on Tuesday. His manner was formal, and it was clear he was under a lot of pressure from his opponents on the left. On Wednesday, we signed a definitive agreement. Or so we thought. Though we had agreed to create a thousand jobs in France (not a big reach for us; we had a hundred thousand people in Europe at this time), many there preferred a European solution to the Alstom deal—a bid now led by Siemens, which had matched our economics dollar for dollar. In early May our deal was blocked by France’s economy minister Arnaud Montebourg, in a move that was counter to everything the EU stood for. A Socialist, Montebourg saw foreign takeovers of French businesses as contrary to the national interest. So he stopped our deal in its tracks.

Thus began sixty days of limbo. We were stuck at the starting gate. Europe always gave more lip service to globalization than it ever acted upon. They favor their companies by using regulations as weapons. In this case, Montebourg was violating EU rules to keep an American company from acquiring a French company. In so doing, they favored a German company. It wasn’t likely that the EU would help us. We were left to figure it out on our own. This is why when I hear people today lamenting that former President Donald Trump was a protectionist, I have to laugh. He didn’t invent protectionism.

Finally, in June 2014, our deal received approval from the French government. But this was just a preliminary step. The main event would take place in Brussels, the home of the Directorate-General for Competition—the EU’s ruling body on competition policy. Given the Power team’s enthusiasm for the deal, I felt comfortable using GE’s clout to get it approved.

A Leader Stops Leading

Bolze had initiated the Alstom acquisition, and seemingly relished the early negotiations. The ball was firmly in his hands. I wish I could say he ran with it. It wasn’t that Bolze failed to communicate the details of the deal to our board and executive team. It simply seemed he wasn’t committed to executing on those details.

That hadn’t always been my feeling. In the two years that he’d been reporting directly to me, I’d seen that Bolze was strong on the commercial side. Previously, when Krenicki was in charge, if one of our people in Argentina needed help selling a turbine, they knew better than to ask headquarters. Bolze was changing that by exerting his own energy to drive business around the world. Moreover, he was a great morale builder on the front lines; he knew how to walk a factory floor and connect to GE workers. Bolze always seemed extremely well prepared in meetings. Those who worked for him knew that he expected detailed briefings before major presentations, so he could appear knowledgeable.

Increasingly, however, as the Alstom deal moved forward, I had the feeling Bolze was more maître d’ than chef: terrific at social graces, but less comfortable when asked about ingredients that went into the main course. In my opinion, Bolze lacked what I can only describe as a CEO’s intuition. We hired him a coach, and all of us spent time with him on strategy. But it wasn’t enough.

We would soon learn that Bolze also lacked what might be called “succession etiquette.” In the summer of 2014, he went to my HR leader Susan Peters. “When Jeff steps down, I want to be CEO,” he said. “Unless I get a clear indication that I am getting his job, I’m going to leave.”

Peters was surprised less by the bluntness of his ambition than by how little he understood the process. Peters took Bolze to dinner and explained that the entire board would choose GE’s next CEO, that such a decision was not imminent, and that it could not be rushed. Peters urged him to be patient—not because she thought he was the right person for the job (she didn’t), but because she knew some on the GE board thought highly of Bolze, and she wanted him in the running so they could consider him. As for me, I thought Bolze was just naive and that he would grow out of it.

Integrating Alstom

From the start, we’d known that time was our enemy. The longer the Alstom deal took to close, the worse it would be for our customers and our team. We had warned our directors of this risk and continued to discuss it in twice-a-week conference calls with the board while we were negotiating in Paris.

We approached integrating Alstom into GE Power with great intensity. I tapped three senior leaders to lead the four-hundred-person effort. I moved Mark Hutchinson from China because I thought he had the political savvy we’d need in Brussels. Sharon Daley was an unemotional HR leader who had spent her career in Power, so I was confident she knew all the players and would give me the straight scoop. And Jose Ignacio Garcia, who’d been the CFO of GE Latin America and spent much of his career in Power, was our hard-nosed finance lead.

Integration plans were updated monthly with me and my leadership team, who in turn updated the board nearly every meeting. Throughout this period, I insisted that when GE Power’s leaders made updates or registered concerns, I wasn’t the only one in the loop. Problems and setbacks were discussed openly. These meetings included more than fifty people from throughout the company and around the world. Frequently, the meetings included Alstom managers as well. I wanted to hear their views. It is not unusual after an acquisition for the acquiring company’s people to look upon the acquired company
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