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INTRODUCTION


THIS IS A STORY OF MISFITS AND PHONIES, RUTHLESS BOSSES and generous philosophers, shrewd executives and honest engineers. They were the management gurus who led the way in reconciling Americans to corporate life, sometimes by improving our understanding of human organization, sometimes by intellectual chicanery aimed at making us feel freer than we are. They were an ersatz set of founding fathers (and mothers), jury-rigging an informal constitution for our other, unofficial government, not the political institutions that keep us free but the managerial corporations that make us rich. Most of them are forgotten, but their ideas still shape our lives. This book aims to help us as managers, employees, and citizens get what is best from the gurus’ ideas and protect us from the worst.


The gurus have had a big job on their hands, getting freedom-loving Americans to accept management power. America is the premier market for management gurus not just because it pioneered big business but also because working in such organizations contradicts some of our deepest, democratic values. We have a love-hate relationship with corporations, an ambivalence that complicates the challenges we face both in managing and being managed.


To make corporate life palatable to Americans, some of the gurus have unrealistically minimized the amount of power it takes to manage, whereas others have claimed management power can be made morally legitimate. Either way, they have contradicted, often with the best of intentions, the traditional democratic attitude toward power, which is to reluctantly admit its necessity, suspect it of bad intentions, and try to fence it in.


Management power is an American paradox, a vital necessity of our economic well-being and an obvious contradiction of our democratic values. In practice, the United States and many other modern democracies have dealt with that paradox in an extraordinarily fortunate way. We have developed a mix of corporate and governmental institutions that let us enjoy the economic benefit of top-down power at work and, in the rest of society, allow us to have civil rights and political freedom.


But Americans do not like to admit their inconsistencies any more than other people do. Free people want to feel as free at work as they do elsewhere in society. As much as we can, we ignore the fact that we check many of our freedoms at the workplace door and that ordinary citizens get their closest exposure to undemocratic government when they go to work for a corporation.


For example, corporations can legally curtail employees’ civil rights to a degree the government cannot. A highly visible case occurred in the spring of 2000, when the commissioner of baseball suspended Atlanta Braves pitcher John Rocker for racist and homophobic remarks. It took a constitutional lawyer to observe that only the commissioner’s status as “chief executive of a private corporation” made it legal for him to violate “the spirit of free speech” in the First Amendment to the Constitution of the United States.


Few sympathized with Rocker, not just because his remarks were disgusting but also because he was well paid, which is the nutshell principle of corporate life, the exchange of some freedom and independence for a lot of productivity and wealth. Although it turned out to have cost Rocker some of his freedom of speech when he became a professional player, major league baseball clearly treated him well in return.


But corporations do not always uphold their end of the bargain with employees as well as major league baseball did with Rocker. Anyone who has worked for a while in a large managerial organization has seen employees be verbally abused, unfairly evaluated, passed over for a well-deserved raise or promotion, be underpaid, overworked, fired despite good performance, and so on.


And employees treated wrongly often have no recourse except to keep quiet or find another job. The ancient principle in common law that “no man shall be judge in his own cause” has no corporate counterpart. In corporate life there is no independent judiciary. As long as managers have the support of their companies and have broken no laws, they decide for themselves whether they have done the right thing.


Working under such arbitrary management power leaves more than a few employees, as everyone knows, feeling like fearful inhabitants of dark planets. And because free speech often stops when work begins, those shrunken souls suffer, in addition to tyrannous wrong, the guilty anguish of complicit silence.


A management job is no safeguard. Managers are managed themselves and run the same risk as other employees, maybe more, of top-down blindsiding. Even those who love their jobs remember, if they’re smart, that everything can change in an instant, that a new boss, or even the old boss, can turn work into hell.


Does it have to be that way? Do even the best companies have to be potential tyrannies? Of course they do if we want speed, flexibility, and above all profit in a competitive world. Our ability to create wealth depends at least partly on managerial authority. Top-down power and its potential abuse are here to stay in corporate America. It is foolish to think otherwise.


What a contrast with American ideals! We celebrate freedom and the rule of law. We work for corporations whose managers, like Boss Hague in Jersey City, are the law.


America’s greatest prophet of democracy, Thomas Jefferson, had a different vision—a nation of farmers living freely on their own land, answering to no one but themselves. Believing that working for others was the first step in a walk away from freedom, Jefferson hoped never to find his “fellow citizens at a work-bench.” He would have hated to see us in our cubicles.


We pound keyboards in our cubbies because it pays better than tilling the land. Jefferson’s agrarian ideal was outmatched economically by industrialism and its promise of prosperity, provided that nineteenth-century Americans organized themselves for mass production. The corporation therefore prospered, and we with it. The surest way for gurus, managers, employees, or anyone else to misinterpret the corporation is to forget the historical fact that money has been Americans’ primary motive for living corporate lives.


Intangibles have been a nice bonus. Corporations have opened for ordinary citizens a chance at creativity, honor, and power once reserved for aristocrats. From coordinating human resources to building information technology networks, corporations offer stimulating work that, done with others, provides many people with a dignity and community they find nowhere else. Not least among a managerial society’s rewards is the pleasure of power, which managers in democratic societies often try to exercise in a benign spirit of self-restraint, which has its own satisfactions.


But the rich personal identity the corporation offers to the ordinary citizen of peasant ancestry—wealth plus the chance to be a savant, a mentor, a patron, or even a philosopher king—can collapse into cruel spiritual death with an arrogant flick of the whip, a moment of courtly intrigue, or just a careless top-down mistake.


The upshot is our love-hate relation with corporations. They give us money and meaning by putting us to work under the arbitrary power of a boss, affronting our Jeffersonian thirst for freedom by exposing us to the risk of top-down tyranny. Even when corporate life is richly rewarding, as it often is, its beneficiaries may feel in their hearts that it is a deal with the devil.


For a century now, one of the gurus’ main tactics for dealing with our ambivalence about management power has been to try to make corporate life seem freer than it is. In What Management Is, a recent book summarizing the state of the art, Joan Magretta and Nan Stone reflect the conventional wisdom in saying that “the real insight about managing people is that, ultimately, you don’t.”


That, ultimately, you do manage people is the argument of this book. Yes, “[t]he best performers are people who know enough and care enough to manage themselves.” And true enough, managing such high performers is not a simple matter of control but of getting them to cooperate with each other in order to accomplish together more than they could alone. But a big part of what motivates them to work together is their superiors’ top-down power to bestow rewards—money most important of all.


The ideas I question in What Management Is originated not with its authors but with the gurus I write about in the following chapters. The moral questions of freedom and power occupy only a small part of Magretta and Stone’s book, which is an excellent overview of strategy, value creation, and other aspects of management.


However, What Management Is shows that certain of the gurus’ ideas are alive and well in the present, particularly the claim that corporate life is freer and better than it can possibly be. Friendly fuzzies like managing by “culture” and “values” get lots of attention, whereas it is only briefly conceded that “[h]istorically, organizations have relied more heavily on work rules and financial incentives, and these will never go away entirely.” For sure, they won’t.
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Although this is not a how-to book but rather a history of management ideas, I have written with today’s managers and their problems in mind. This book does not offer a prescription for managing well, but it may help immunize readers against the underemphasis on power and money as well as the unconscious moral arrogance in some of today’s management ideas.


I am not a management teacher, let alone a guru, but I bring to this book more than twenty years of practical experience in working with management ideas. As a professor of history and, for half a dozen years, an administrator in a business school run with more than a little self-conscious attention to the latest management fads and fashions, I have had practical experience with most of the buzzwords and flavors of the month in living memory. I have witnessed—not as a guru, consultant, or other hired gun but close up and from the inside of an organization undergoing change—the surprising power of management ideas both to energize and disappoint.


My experience disproved the saying that familiarity breeds contempt. To the contrary, the more I came to know of management teachers and their ideas, the more interesting and attractive they seemed, especially their development of practical techniques for improving communication and human cooperation in small groups. Although I believe that some management teachers’ most cherished big ideas are profoundly wrong, I do not doubt that much of their ordinary, day-to-day work in developing employees’ interpersonal skills and facilitating small-group relations does great good, not just within companies but for democratic society at large. I am proud to call many management teachers friends.


Yet even as I came to admire management teachers, I recognized that some of them made a dangerous leap of faith. They often assumed that the knowledge they had won in developing individuals and promoting better intragroup relations could be applied to the oldest and weightiest of moral and political questions such as power and justice. In other words, they turned their small-group techniques of generous recognition, open communication, and so forth into a general theory of government or at least a general theory of management and applied it to large organizations as well as small groups. They seemed not to realize how flimsy a bridge they had thrown across how immense an abyss. Here, I thought, might lie at least part of the explanation for the unrealistic quality of some management ideas, especially the underestimation of the need for power and the overestimation of the moral possibilities in corporate life.


And there was the ironic fact, wryly admitted by many management professors, that those who can, do; those who can’t, teach. It is not a universal truth, but in some cases the more steeped a management teacher is in management theory, the less able a manager he or she turns out to be in practice. Management ideas can be as useful for rationalizing mistakes and wrongdoing as they are for preventing them. Many business schools harbor legends of management professors who have fallen on their faces when given responsibility not for teaching management but for practicing it as academic administrators. Were these inept administrators just feckless professors, or was there also an element of “he who teaches bad ideas, can’t?”


And the problem was not just academic. Some friends and acquaintances became CEOs. I heard them vow at the start that they were not going to be top-down bosses but would unleash energy from the bottom up. And I knew many young, naive managers, newly elevated, who sang the same song in an even higher key. Whether a human-relations, “soft” style of management was ever a radical idea, it had obviously become a commonplace of American culture.


All these new leaders magnanimously told employees to take charge of their departments, their offices, their janitorial closets, and make of them what they willed. And they soon grew disturbed at the result, or lack thereof. The lucky were those who did not lash out in anger and destroy what moral authority they had. One such friend, one of the most decent people I know, said, “I would start in a different way if I could do it again,” as he tried to tighten the reins he had initially loosened and learned what every good teacher knows—it is easier to let the class get out of hand than to regain control.


To some extent these troubled managers had been misled by the gurus, but there also seemed to be a deeper problem, a conflict between management and democratic values to which both the gurus and managers were inadequately responding. Some of the gurus saw the conflict but, finding no way around it, minimized and even denied it. Managers, eager not to be so un-American a thing as a top-down boss, bought the gurus’ message that corporate life can be freer or at least better than it really can.


This book aims to use history to help today’s managers gain a more realistic perspective on a morally ambiguous world where there has always been power and injustice. Rather than denying or minimizing the conflict between management and democracy as so many gurus have done, it may be better to accept the conflict as inevitable. That approach might help managers accept their power more openly and use it a bit more effectively as well as morally. Bosses have little reason to tread lightly among the lowly if they mistake their superior power for the moral authority that so many of today’s gurus suppose is the basis of effective management. Only if managerial power is understood as an undemocratic but necessary evil in an imperfect world does moral caution have a fighting chance to engage the manager’s conscience.


In other words, the best response to the paradox of managerial power in a democratic society may be another paradox. Managers, faced with all the temptations that have corrupted the powerful throughout history, need all the spiritual humility they can get from remembering that their power is inherently undemocratic and that they are unworthy of being trusted with it even though they must be.


To accept that there is no resolution of the conflict between management and democracy, between power and justice, may be far from comforting to managers and still less so to employees and citizens. But there is also a potential reward. Understanding the strategies our predecessors have bequeathed us for covering up some of their conflicts and discomforts may offer us a chance to be a little more realistic and maybe manage a little better.
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To reveal the origins of the lack of realism in management ideas, especially the minimizing and covering up of the conflict between management and democracy, this book tells the story of the most important gurus in American history. It follows them into the factory, the office, the classroom, the clinic, the lab, or wherever they worked in order to show how their practical experiences shaped their ideas. But precisely because management ideas involve democratic values from the larger culture outside the corporation, it is not possible to understand the gurus just in terms of their business and practical experience. The gurus also created their ideas under the sway of political events, cultural trends, and personal life. Therefore, this book tells as much as space permits about the gurus’ whole lives. I hope I have communicated a little of the fun and personal profit I found in learning about these varied characters who run the gamut from sages in somber hues to corporate jesters in full motley.


The story has three parts, and so does this book. First came scientific management, meaning rationalized, top-down factory operations; second, human relations, with its emphasis on bottom-up participation; and third, social philosophy, which attempted to apply management techniques not just to business but to the rest of society as well, especially governmental and nonprofit organizations.






Scientific Management





The story of the conflict between democracy and top-down management—like so many others in American history—begins with slavery. The concerns of slaveholders may seem a world away from those of today’s managers. But some Southern planters, as Chapter 1 shows, had shrewd psychological insights unfortunately relevant to the practice of management today. More important, those today who think the moral challenges of management can be met by moralistic injunctions to do the right thing may be disturbed to see how easily slave owners convinced themselves that they were on the side of the angels. Blacks were natural tyrants, the argument went, and white masters protected the weak among them from the strong.


Early American managers of free white workers spent less time than slave owners rationalizing the contradiction between their power and a democratic society. The contradiction was of course less glaring than in the case of slavery, but there was also the annoying fact that free Americans were hard to manage because of their high-flown commitment to democratic values. Only with difficulty was managerial control exerted over free-spirited women workers in textile factories and male workers in armories, on railroads, and in steel mills. But by the late nineteenth century, it was clear that the majority of Americans were destined to work not independently in the agrarian republic Jefferson had envisioned but under the control of managers, a fact that created a market for management gurus.


Frederick W. Taylor, the creator of scientific management, led the way in imposing top-down control over late nineteenth- and early twentieth-century factory workers. For a few years widely regarded as a progressive reformer, he tried to justify his concentration of power in managers’ hands by claiming to be a friend and benefactor of workers. Labor leaders used congressional hearings to expose him as a tyrant, a charge that still rightly tarnishes his reputation. Yet Taylor delivered on his promise to raise productivity and create wealth through rationalized factory operations. However brutal his methods, his imposition of top-down control over the American system of production reflected a realistic understanding that not just a free market but organizational coherence created economic prosperity.


Taylor won some notable disciples who became gurus themselves and, to his chagrin, improved on his system by allowing workers more participation in management. Most publicly prominent of his followers were a husband and wife team, Frank and Lillian Gilbreth, who tried to manage workers’ every motion, often with the help of workers themselves. Frank Gilbreth was Taylorism’s most effective proselytizer, not only in the United States but also in Europe. After his death, Lillian became an ally of her fellow engineer Herbert Hoover, in his failed campaign for voluntary spending by the American people to lift the country out of the Great Depression, which suggested the limitation of participatory management techniques in politics.


Henry Gantt, a close friend of the Gilbreths, was Taylor’s other prominent disciple. Realizing that workers’ minds and hearts, not just their muscle, were necessary ingredients of efficiency, Gantt won their willing cooperation with monetary rewards, adding a carrot to the stick of scientific management by creating the system of bonus pay later used to manage millions of twentieth-century industrial workers. Yet he was also a believer in top-down power, frighteningly so in his political organization, the New Machine, which aimed at undemocratic political power for engineers in the run-up to World War I. Disappointed that the war did not bring production managers supremacy over capitalist financiers, he became, afterward, a sympathizer with the new Soviet Union. His career amounted to an ominous warning of the potential of managerial high-mindedness to promote political authoritarianism, but he was also the first important critic of the disjunction between financial accounting and operations management that is no less important in our time than his.






Human Relations





By the 1920s, Taylor’s successors such as the Gilbreths and Gantt had modified scientific management and moved it toward a bit of fairness and worker participation, making it practically useful and winning wide acceptance in industry. But Taylor’s reputation for tyrannical brutality stuck to the movement, costing his followers’ more humane versions of scientific management any chance at broad public acceptance outside industry or among those in business who cared for public opinion. The way was opened for the human relations movement, which better appealed to the American conscience by underestimating both management power and its moral dangers.


Mary Parker Follett could have been a useful transitional figure to human relations from scientific management, where she found an audience, though far from as large as she deserved. Too little heeded in her own time and then forgotten, she has recently been rediscovered and her reputation is rapidly and rightly ascending. Her optimism was an honest aspect of the courage with which she overcame personal and gender barriers that would have laid many low. Although she hoped for more good from management power than it is ever likely to deliver, she at least never denied its reality. The first guru to come from outside the business world, Follett imposed some of her preconceptions as a philosophical idealist and political scientist on management, unrealistically hoping the corporation might contribute new social techniques not just to business but to democracy. Yet she also offered insights into the nature of leadership, conflict resolution, and the spiritual possibilities of corporate life that have never been surpassed and from which today’s managers can still learn. Unfortunately, leadership of the human relations movement fell into cruder hands than hers.


Elton Mayo, a psychotherapist and an immigrant from Australia, led the Harvard Business School to prominence in the 1930s by introducing there a therapeutic style of human relations as a practical alternative to scientific management, a style that is today the staple of organizational behavior as it is taught in business schools. Charming, generous, and well-meaning, Mayo was also a charlatan. A greater-than-average deficit in intellectual integrity made his sparkling intelligence too facile and enabled him to ignore evidence that ran counter to his ideas. A lifelong skeptic of democracy, he believed it had destroyed social harmony. Mayo nevertheless created the idea of the bottom-up organization, an idea that appealed widely in America because of its at least superficial consistency with democratic values. In a creative but dubious interpretation of the famous “Hawthorne experiment” at a Chicago telephone factory of that name, Mayo argued that therapeutic supervision turned the experiment’s employees into a communal group that labored with a will because workers’ well-being came first, a still-influential illusion among some management theorists.


Chester Barnard, a brilliant AT&T executive who exerted great influence at the Harvard Business School in the 1930s and 1940s, extended Mayo’s ideas on gentle shop-floor supervision into a theory of corporate leadership. Many of today’s managers who have never heard of Barnard subscribe to his idea that the executive has little power and therefore has to lead bottom-up organizations by moral authority. His rise out of a hard childhood may have accounted for Barnard’s undemocratic belief in the leader’s moral superiority. Conversely, his underestimation of managers’ power meshes well with democratic values and still makes his ideas appealing to the broad managerial public, his unwitting intellectual heirs. He also pioneered today’s use of business management methods in nonprofit organizations and government.






Social Philosophy





The United States emerged from World War II as the world’s preeminent industrial power with a seemingly insurmountable lead in managerial know-how, a lead dissipated with remarkable speed in the quarter century that followed. European and Asian economies recovered fairly rapidly from the war, and Japan in particular seemed to offer a new model of “quality” management. By the 1980s, American management was furiously reinventing itself and has been doing so ever since. During the half century of dramatic change following World War II, two enormously influential personalities were the predominant gurus. They offered different approaches to management that took note of broad social issues while sometimes including and sometimes departing from elements of both scientific management and human relations.


W. Edwards Deming, a son of the turn-of-the-century Wyoming frontier, is widely credited with inspiring the quality movement in post–World War II Japan, and there is a great deal of truth in the story as it is conventionally told. Although the Japanese were committed to quality well before Deming’s famous 1950 visit, he played an important role in teaching quality as not just a manufacturing technique but as a social philosophy. But he underestimated the role of top-down power and higher wages in the Japanese postwar social model, which was heavily influenced by scientific management. Many Americans similarly underestimated the importance of management power in the 1980s when they built the quality movement in the United States, making Deming something of a popular hero in the process. Although Deming’s contributions to manufacturing rival Taylor’s in importance, he was ill equipped for his new role as a social philosopher of management. His frontier habit of denying conflict contributed significantly to the near utopian faith in the possibility of cooperative social systems and bottom-up power that is still a vital and often unrealistic influence in American management.


By contrast, Peter Drucker never denied the necessity of management power but spent his career trying to make it morally legitimate. His realistic recognition of power and lifelong moral concern make him, with Mary Parker Follett, the most admirable of the gurus. A native of Vienna who worked as a young man in Germany and left when Hitler came to power, Drucker attributed the Nazis’ popular appeal to their creation of noneconomic status hierarchies that restored the dignity workers had lost under managerial capitalism. During his early career in the United States, Drucker aimed, with little success, to use some of the Nazis’ techniques for moral ends, trying to use noneconomic status systems to turn corporations into legitimate self-governing communities. Although he had little luck achieving such democratic objectives in corporations, he succeeded brilliantly as a consultant and writer on management methods. Drucker has remained less clear on the goals of management, arguing that management power can only be made legitimate through its being used for the good of employees without reconciling that objective with profit. Now he places his hope—questionably, from the perspective of this book—in the rise of an “organizational society” where nonprofits rather than corporations will create a morally legitimate system of management.
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In the Conclusion, I try to interpret the meaning of the history of management ideas for today’s managers and citizens alike. Readers will of course also find their own meanings, but they may find it useful to know at the start that the contemporary organizational issues for which I believe this story has significance include the nature of work, culture, leadership, and ethics. And given the increasing prominence of management ideas outside the business world, these issues are important to all of us— whether corporate denizens or not—who are concerned with maintaining a democratic society.






Work





Today’s ideas about flat organizations, self-directed teams, values-driven companies, and so forth have a lot of underlying assumptions, but one of the main ones is that there has been a quantum change in the nature of work. “Back when work was mostly a matter of brawn,” the thinking goes, “work itself could be managed.” But now “there is a sizeable knowledge or service component in most jobs. The most powerful sources of value are locked in people’s heads, and in their hearts.”


This book offers some glimpses into the workplaces of a century ago that make it doubtful that, during the history of modern management, brawn was ever the most important aspect of work. As Chapter 2 shows, Taylor believed that the workers of his time had too much knowledge and therefore too much power. Getting that knowledge out of workers’ heads and into managers’ was his overriding concern. The Gilbreths and Gantt more moderately tried to get workers to participate with their hearts and minds. But in all cases, the creators of scientific management concerned themselves to a significant degree with managing knowledge.


There are real differences, of course, between knowledge in today’s leading industries and those of a century ago. But do we overestimate the magnitude of those differences? Do we see them as stark and absolute when they are a matter of degree? If the nature of work has not changed as much as we like to believe, could the same be true of management? Might the insistence of Taylor and his followers on the necessity of hierarchical, top-down authority have more relevance today than we like to admit?






Culture





The idea that corporations have cultures is one of the most influential management concepts of the past quarter century. Although the idea is too recent to have affected most of the gurus in this book, it may be that the story told here also applies to the notion of corporate culture. Some of the appeal of the idea of corporate culture lies in its promise of control without the use of undemocratic power. Who has not met the new manager out to “change the culture”? If staff members will just imbibe a new set of cultural values, never mind how, they will soon be doing what the manager wants without even knowing that they are being managed.


In other words, “culture” may be only one more device for fending off any tragic understanding of management as a necessary evil in an imperfect world. If people can be managed with culture so that internalized values drive them to act in the way management wants, there is no need for a win-lose choice between corporate prosperity and individual freedom. Managed by culture change, people freely choose to do what managers want. Employee morale rises, and managers get their way without any unpleasant need to use their power. It’s a neat idea, but can it really work?


Some long-established companies with loyal workforces probably do have something like a culture in the anthropological sense of the word— a system of values that exerts some control over employee behavior. But in many other companies, culture is no more than an inch deep. Given the rapidity with which many managers claim to “change the culture,” how can the culture involve deeply held values? Is culture often just a polite fiction with the social function of enabling employees to pretend that they are not subject to power, not subject to a prescribed way of acting that comes down from the top? Does the pretense promote hypocrisy, with hidden costs to morale from propping up phony cultures? Or is the idea of culture a workable and profitable deception, useful in enabling employees as well as managers to deny the unpleasant fact of top-down power?






Leadership





The lineage of many of today’s most influential management ideas on leadership can be traced back to the Harvard human relations group of the 1930s. But in Chapters 5 and 6, I argue that Elton Mayo’s and Chester Barnard’s mix of assertions—bottom-up power and top-down morality— were unrealistic and unnecessary to what was genuinely useful in their calls for a softer style of management. As Mayo admitted, most of his practical recommendations to supervisors were commonsensical enough and hardly needed confirmation by the Hawthorne experiment. Even within scientific management, Taylor’s successors—Gantt and the Gilbreths—moved in the direction of softer use of power. Still, the human relations movement became the main corrective of Taylorist brutality and no doubt continues to offer an important message in a business environment that has grown harsher in recent decades.


But today we have little emphasis on top-down power among management gurus to counterbalance the teeming descendants of Barnard and Mayo. Today’s multitudinous teachers of leadership place ever greater emphasis on the generous character and personality of the manager and precious little on the use of authority and power. The alert new manager picks up almost by breathing the tempting idea that the way to take hold is to let go. The Harvard Business Review recently devoted an entire issue to leadership, and it scarcely contained the word “power.”


Has the near total eclipse—in theory if not in practice—of scientific management and its emphasis on top-down control been an unalloyed plus for the understanding and teaching of business leadership? Does the idea of moral leadership in the absence of power run the risk of becoming a recipe for managers to take their eyes off the ball, to focus on human relations issues at the expense of business goals? This book’s historical approach suggests that democratic values in American culture rather than the intellectual merit of the human relations school account for that camp’s victory over scientific management. If that’s right, then today’s managers need more help than today’s leadership gurus provide in finding the best balance between bottom-up participation and top-down authority.






Ethics





As I write, a rash of accounting scandals at such companies as Enron, WorldCom, and a dozen others have revealed that CEOs and other top managers rigged the books to enrich themselves in the short term while doing long-term damage to their companies and wreaking havoc in the lives of investors and employees. The reaction to these events by leading gurus, business schools, and popular pundits is discouraging if one thinks back to the late 1980s when another series of scandals rocked Wall Street. Now, as then, there is a popular hue and cry for teaching business ethics in order to make managers more moral. No one seems to consider the possibility that for these last fifteen years, we have had too much, not too little, talk about the need for high morals in our business leaders. Some of the CEOs who may soon be sporting orange jumpsuits and mopping prison floors were only a little while ago pontificating about company values and opening business meetings with ostentatious prayers.


From the perspective of this book, there is a different sort of moral deficiency in management ideas and education than is usually diagnosed. There is an unwitting moral arrogance in much of the contemporary thinking about managing by culture and leading by moral authority. Many gurus, many teachers of business ethics, and many of the rest of us, too, think managers need to become more moral to deal with the ethical challenges of their jobs. That’s a bad idea if it has the premise, as it often does, that it is possible for managers to become morally adequate for their responsibilities.


Managers and teachers of business ethics would do better to remember the most basic of democratic insights—no human being is good enough to be trusted with power. Because managers inevitably do have power, they need to remember even more than elected officials the democratic admonition that all who hold power live in a moral quagmire where no matter how good they become, they will never be good enough. In the wake of an era of celebrity CEOs who inevitably failed to live up to the foolish claims made for their virtue, the main need of managers today is for humility, not the humility that will stop them from using power but the humility that will help minimize self-righteous use of power or, worse, false denials of power’s existence. We need awareness of the complexity of our moral challenges, not simplistic injunctions to do the right thing, as if character and willpower are all it takes.


At a time when American management is awash in a sea of moralistic criticism, I hope this book will help managers avoid defensive hypocrisy and misguided moral aspirations. Most managers are already fairly moral people, or at least no worse than most of the rest of us. It is less important that managers try to become better people, good though that would be, than that they recognize their inevitable shortcomings for the moral challenges they face. Such recognition might—no more than might— promote some moral caution that will help them use their power as honestly as they can to make money for their companies, which is why they have power in the first place.
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The nature of corporate work, culture, leadership, and ethics matters not only to managers and employees but to citizens in general. Management ideas have assumed an ever more central place in American culture in the past twenty years. Formerly, the gurus, influenced by democratic values in the rest of American culture, tried to make corporate life freer or at least better than it can be. Now, the flow of ideas is often reversed. Now, management ideas increasingly leave the company and get used by government, charities, churches, hospitals, and schools to run the rest of our lives.


Should we draw a line, and if so, where? Management techniques can surely improve lots of nonbusiness organizations, and it would be a shame to miss the benefit because of a misplaced sentimentalism that wants democracy where it does not work. Yet as this book shows, there is also a mistaken sentimentalism in management ideas that denies the contradiction between management and democracy. That raises the danger that management will get used in the democratic political arena, where it can only work against, not for, the fundamental principles of a free society.


Throughout society, from college classrooms to the Oval Office, more and more Americans think in terms of management ideas. In George W. Bush we have our first MBA president, and he is unlikely to be the last, with our universities minting 100,000 MBA degrees a year. Many citizens who do not have MBAs are well acquainted with management ideas, thanks to company training programs, the how-to books sold at airport newsstands, and social contact with fellow corporate employees. Business is now the most popular subject with college undergraduates, many more of whom major in management disciplines than American history. The principles of organizational behavior, not constitutional democracy, most likely inform their social and political views.


No wonder we are told that management is “everyone’s business” because it is a “universal discipline” useful everywhere. But there is a hint, maybe not recognized by those who say such things, that using management everywhere means curtailing democracy not just in managerial organizations but in our political lives as well. What does it imply about the traditional democratic right of dissent to say that we should not “ask management to pursue conflicting missions” in health and education when that is exactly what a free people will inevitably do? If “we, as citizens” must “accept our responsibility to use [management] wisely,” how can we afford to “let management do its work of finding measures—even imperfect ones—of progress and performance?” Accepting responsibility while letting others set standards is a good way to dodge the essential question of democracy: Who has the power to decide?


Not just management ideas but criticism of them is everyone’s business. As the gurus’ ideas increasingly come home from the office and affect all our lives, we cannot accept them on faith. Regardless of whether truth or deception, realism or the lack of it, works best in managing employees, a free society should not accept a false reconciliation of management with democracy. It is better to contain top-down administrative power within the less-free realm of the corporation and other managed organizations, where it has proven effective and valuable, by openly admitting that we lead two lives. At work we create wealth under top-down management power that contradicts the freedoms and rights we cherish in the rest of society. Some of the gurus’ denials of management power may once have helped create our fortunate balance between prosperity and freedom by getting Americans to accept corporate life. Now we need to prevent the extension of corporate values into our democratic institutions by honestly recognizing the reality of management power.























PART 1
SCIENTIFIC MANAGEMENT






How Top-Down Power Increased American Productivity





THE FACT THAT MOST OF US WORK FOR MANAGERS IS AN unintended consequence of American efforts to democratize the corporation in the 1830s. For hundreds of years only those wealthy and powerful enough to get a monarch or a legislature to grant a charter had been able to incorporate. But democratic Americans loathed such economic privilege. During Andrew Jackson’s presidency, state legislatures delegated to state agencies their sovereign power to issue corporate charters. Ordinary Americans could fill out a form, pay a small fee, and obtain the legal and economic advantages of incorporation that had formerly been available only to the favored few. The nineteenth century, which began with only a handful of corporations in the United States, would end with many thousands of them. 




Some corporations prospered more than others, accumulating capital that in the onrushing era of heavy industry created a new kind of special privilege, the privilege of owning, as Karl Marx said, the means of production. The result was that the best economic choice for many Americans was not to own their own little company but to work for a big corporation owned by others, forcing many to submit to a new kind of undemocratic power over part of their lives—management power.


Although nineteenth-century corporations tremendously expanded the use of management power, professional management already existed on American slave plantations, as Chapter 1 shows. For eighteenth- and nineteenth-century Americans, a significant part of the meaning of “freedom” was negative. Freedom meant not being a slave whose life was managed by someone else. The rhetoric of the American Revolution and its demands for liberty were intimately related to slavery as the colonists’ everyday example of tyranny. Therefore, when nineteenth-century employees of mills, factories, and railroads resisted management power, they often borrowed rhetoric from the revolutionary era in order to imply that their corporate employers were tyrannical enslavers.


Management power, in short, was not easily applied to free Americans. Until the end of the nineteenth century, some employees enjoyed an amount of control over their work lives that make feeble by comparison the calls of some of today’s gurus for employee empowerment. And what those workers did with their power might give pause to those who think worker empowerment fosters productivity. Many other nineteenth-century workers were of course governed tyrannically, though less by managers than by foremen who often had a large amount of autonomy from management and ran factories with less concern for profit than for their own perks.


Frederick Winslow Taylor, the “demon” of Chapter 2, invented scientific management in the late nineteenth and early twentieth centuries to achieve top-down control of factories. Believing that workers and foremen had power because they alone knew how to do their jobs, Taylor aimed to give managers knowledge of even the smallest operations. He broke jobs down into their simplest parts, made it management’s responsibility to teach workers the most efficient way to do each task, set performance standards with the stopwatch, and invented new forms of incentive pay to motivate employees and hold them accountable for their performance.


Scientific management worked well, at least from the point of view of productivity, even though workers often loathed it. Yet efficient as Taylor’s system was, it turned out to be improvable by his followers H. L. Gantt and Frank and Lillian Gilbreth, who saw that power was one thing and knowledge another.


Frank Gilbreth was a guru with a common touch who got workers to join him in searching for “motion savings” techniques that further sped them up. His success in enlisting workers’ hearts and minds showed that management did not need the psychoanalytic methods of the 1930s “human relations” school to understand the usefulness of a gentle management style. Gilbreth helped give scientific management a more benign appearance, which made him an effective proselytizer for it, not only in the Untied States but in Europe in the years just before and after World War I.


H. L. Gantt, Gilbreth’s close friend, still more systematically used workers’ hearts, minds, and knowledge while hanging onto the top-down power that Taylor had seized for management. Gantt’s approach offers an instructive contrast with today’s management gurus, many of whom believe that because knowledge is bottom-up, power cannot be top-down. The rhetorical heat of World War I, a “war to make the world safe for democracy,” stirred Gantt deeply. He confusedly believed that his desire for top-down political power in order to maximize war production made him a democrat. Yet he did somewhat humanize top-down management and improve the conditions of many industrial workers.


Gantt and Frank Gilbreth both died relatively young, leaving Lillian Gilbreth to carry on their idea of involving workers’ minds in their work, an idea that by the 1920s had an enthusiastic following in the scientific management movement. The risk by then was that gurus would lose sight of the balance between top-down power and bottom-up know-how that Gantt had advocated. That was why Lillian Gilbreth failed in her largest attempt to use bottom-up methods in the 1930s, when President Herbert Hoover enlisted her to help fight the Great Depression. She energetically but unsuccessfully appealed to Americans to spend their way to bottom-up prosperity while their government tightened its purse strings. Scientific management, which began by imposing top-down power on American workers, ended with exclusive reliance on bottom-up solutions in politics and economics.
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Handling People in Early America






Why Management Is Un-American





To call management “un-American” seems a contradiction in terms. Modern business management is an American invention. Yet the simple existence of top-down management power contradicts the democratic political values at the heart of American culture. This book argues that remembering that contradiction rather than covering it up, as many gurus have done, is the best way to manage well. Calling management un-American is a good way to remember its contradiction of democracy.


Power has a bad name in America. That’s good, but it sometimes makes us aim unrealistically at running things from the bottom up. For 2,000 years, serious thinkers from Plato to Machiavelli agreed that power has to be exercised mainly from the top. The only real question was whether top-down power was capable of creating a just society.


Many American managers would like to think of themselves as exercising power in the just spirit of Plato. Warning lovers of liberty “to beware lest by an excessive and ill-timed thirst for freedom they fall into . . . anarchy,” Plato believed that a just society could be created from the top down. Justice simply took a philosopher-king wise enough to know that self-restraint was in his own interest, for “despotic power benefits neither rulers nor subjects.” It speaks well for managers today that many of them aspire to temper their power, as Plato advised, with sapient self-restraint.


But as many practicing managers also know, Machiavelli’s implicit critique of Plato was on the mark. In his personal life, Machiavelli was a reasonably moral man, but as a political commentator he believed it “better to concentrate on what really happens rather than on theories.” What really happens is that many people behave immorally. Therefore, the prince and the manager must sometimes act immorally, at least if they want to hang on to their jobs: “[H]ow men live is so different from how they should live that a ruler who . . . persists in doing what ought to be done, will undermine his power rather than maintain it.” It is useful to appear like a just philosopher-king, but in reality the prince is “often forced to act treacherously, ruthlessly or inhumanely, and to disregard the precepts of religion. Hence, he must be . . . capable of entering upon the path of wrongdoing when this becomes necessary.”


Fortunately, managers do not have enough power to achieve the degree of ruthlessness that Machiavelli idealized as a way of staving off the decline of Florence. Managers cannot subject employees—as the Medicis subjected Machiavelli—to prison and torture. But more than a few managers have felt forced sometime or other into making the best of a bad situation by cutting a corner in a way that does not sit easily on the conscience. In an imperfect world, all forms of power, including managerial power, involve moral compromises. To argue otherwise is to oppose the spirit of democracy, the genius of which is the recognition that power has no claim on our trust.


To suppose that power corrupts in politics but not in business is puerile. Corporate executives’ self-righteous assertion of moral leadership has been one of the worst aspects of business life in recent times, far more threatening to our culture than financial corruption. Many managers’ simplistic claims to be moral leaders reflect earnest consciences. But mere conscience, especially when combined with ethical and philosophical naïveté, is a poor safeguard against the temptations of power.


American managers get defensive about power because it contradicts their democratic heritage. Two centuries ago, Thomas Jefferson and many others rejected the old idea—from Plato to Machiavelli—that social order requires top-down power. The rise of democracy held out the hope of a bottom-up alternative to Plato’s unlikely notion of the philosopher-king as a way of creating a just society.


The Jeffersonians believed that they lived in an unusually stable country that could preserve order without top-down power. A plentiful supply of land in America, their reasoning went, guaranteed relative equality of opportunity, at least for free white males. Long gone, of course, is Jefferson’s dream of a nation of farmers living in relative equality. Many of his ideas seem hopelessly irrelevant to today’s corporate society.


Yet Jefferson’s fear of tyranny enabled him to analyze the moral danger that power poses to human character, including the character of managers today. Power, said Jefferson, believes “that it has a great soul and vast views, beyond the comprehension of the weak; and that it is doing God’s service while it is violating all his laws.”


Jeffersonian skepticism of power’s claim to moral superiority became a central part of American culture and is the main reason that management is un-American. The claim in our time that managers earn their positions by moral leadership is an example of the self-deceiving rationalization Jefferson diagnosed in the powerful. His analysis of power’s tendency to produce deceptive self-righteousness in its possessor explains why every time a CEO speaks on business ethics and company values, he or she runs the risk of slipping into self-righteousness. When managers need to discuss values, they may find a little caution and safety for their own souls by remembering Jefferson’s humbling admonition that power is powerless to understand its own wrongdoing.


Corporations violate the Jeffersonian idea of freedom and justice because employees depend on their jobs. Independence was the basis of freedom for eighteenth-century Americans. One of Jefferson’s contemporaries defined dependence as “an obligation to conform to the will . . . of that superior person . . . upon which the inferior depends.” “Freedom and dependency” were “opposite and irreconcilable terms.”


Jefferson’s dislike of manufacturing—his hope never to see “our fellow citizens laboring at a work-bench”—resulted from his belief that only the independent could be free and virtuous. Those who made their living by producing goods for the market depended “on the casualties and caprice of customers. Dependance begets subservience and venality, suffocates the germ of virtue, and prepares fit tools for the designs of [political] ambition.”


Conversely, agriculture promoted freedom because farmers could aim at self-sufficiency and economic independence. “Those who labour in the earth,” said Jefferson, “are the chosen people of God.” By clinging to the independent life of the farmer, Americans could preserve their free republic.


Jefferson was antimanagement. He hoped to prevent the rise of a professional class of government administrators, whom he feared would destroy freedom by making people dependent on the government. He disagreed with the idea proclaimed by today’s gurus that employees should receive intellectual stimulation and personal satisfaction from work. The government should offer only “drudgery . . . to those entrusted with its administration.” Bored government workers, according to Jefferson, would not stay long, providing “a wise and necessary precaution against the degeneracy of the public servants.”


Jefferson’s great opponent, Alexander Hamilton, took a more realistic view. As America’s first secretary of the treasury, Hamilton ran a large bureaucracy, at least by the standards of the day, from the top down. “Decision, activity, secrecy, and dispatch,” he said, “will generally characterize the proceedings of one man in a much more eminent degree than the proceedings of any greater number.”


But Hamilton saw that top-down management had practical limits and delegated authority in order to avoid “a vast mass of details” certain to lead to “sloth of execution.” The manager should consult subordinates because even the “greatest genius, hurried along by the rapidity of its own conceptions, will occasionally overlook obstacles which ordinary and more phlegmatic men will discover.”


As secretary of the treasury, Hamilton convinced Congress to enact protective tariffs and incorporate a national bank—a controversial program aimed among other things at encouraging the manufacturing that Jefferson feared as a threat to freedom. Hamilton’s program touched off a fierce ideological debate within the country at large and within the Washington administration. Jefferson advised President Washington that Hamilton’s career was “a tissue of machinations against the liberty of the country.” Hamilton, a superb infighter, won the battles in Washington’s cabinet, and Jefferson eventually resigned as secretary of state.


But Jefferson won the war in culture and politics. Elected president in 1800, he dismantled much of Hamilton’s economic program that had aimed to promote manufacturing. And by doubling the country’s size in the Louisiana Purchase, he encouraged the westward spread of agriculture so that every man could work independently of others on his own land, prospering according to merit and suffering no arbitrary injustice from political or economic superiors. Jefferson’s admirable suspicion of top-down power, not Hamilton’s realistic insistence on its inevitability, became the primary value of American political culture.


Jefferson’s America, however, had a nearly fatal flaw—the self-contradictory behavior of those who claimed to love liberty while owning slaves. During the American Revolution, Samuel Johnson had voiced the mind of many puzzled Englishmen by asking, “How is it that we hear the loudest yelps for liberty among the drivers of negroes?”


Recent historians have offered a plausible answer to the riddle of how slaveholders could conceive of themselves as champions of liberty. Slavery caused rather than contradicted the masters’ love of freedom by holding constantly before them a harsh example of what it meant to be unfree. Slaves and indentured white servants in America suffered “a much harsher, more brutal, and more humiliating status” than servants in England. A plentiful population gave England an oversupply of labor, low wages, and cruel poverty, but it also made hiring more help a feasible alternative to working people to death.


In thinly populated America, by contrast, land was relatively easy to acquire, but getting it to yield wealth was difficult because of the scarcity of labor. As a result, both black slaves and white servants were often driven with extraordinary cruelty. Mostly forgotten today are what can accurately be called the killing fields of seventeenth-century Virginia. There, black slaves and indentured whites, faced with hideous punishments if they resisted, were worked to death raising fabulously profitable tobacco.


But later, in the era of the American Revolution, the idea of liberty swelled in the souls of the slaveholders. In 1787, Jefferson expressed the belief of more than a few that the “peculiar institution” could not forever coexist with freedom. Slavery, Jefferson said, trained whites in the habits of tyranny and made them unfit for freedom: “Our children . . . thus nursed, educated, and daily exercised in tyranny, cannot but be stamped by it. . . . Indeed I tremble for my country when I reflect that God is just.”


Jefferson unrealistically hoped that the master class would voluntarily abolish slavery: “I think a change already perceptible, since the origin of the present revolution. The spirit of the master is abating . . . , the way I hope preparing, . . . for a total emancipation, . . . with the consent of the masters rather than by their extirpation.”


But any chance for a peaceful end to slavery was cruelly doomed by the rise of the cotton economy. Eli Whitney’s 1793 invention of the cotton gin reduced to a machine operation the previously expensive task— even with slave labor—of separating fibers from seeds of short staple cotton, the only variety that would grow in the Southern inlands. Cotton plantations spread rapidly west, frequently numbering their slaves in the dozens and sometimes in the hundreds, creating in slave overseers and drivers the first large group of managers in American private enterprise.






Managing Slaves





As the largest private enterprises of the early republic, cotton plantations presented a managerial challenge and brought into being America’s first significant body of management writings, mainly by the slave owners. The planters shared ideas on how to manage slaves, entered essay contests on plantation management, and published scores of articles on the subject in agricultural journals. They soon contradicted Jefferson’s view as to the evil of slavery and attempted moral justification of undemocratic top-down power in managing human beings.


The planters eased their moral qualms with assurances that the master’s interest was the same as the slave’s. Adam Smith had taught that in a free market, self-interest does God’s work of maximizing the good of all. The planters extended that idea to include the management of unfree labor. The slaveholder’s self-interest ensured, as one of them put it, that he would fulfill his “duty to know how his slaves are treated, and to protect them against cruelty.”


The rare owner honest enough to admit that market forces could make it profitable to work a slave to death insisted that such was not now the case. One Mississippi planter pointed out that the rate of return on investment affected the length of useful life it took to yield a profit. If the price of cotton was high enough, it could make economic sense to “kill up and wear out one Negro to buy another.” But “it is not so now. Negroes are too high in proportion to the price of cotton, and it behooves those who own them to make them last as long as possible.”


Owners more frequently claimed that the need to keep slaves productive ensured gentle management. “If the master be a tyrant,” wrote a Mississippi planter in 1849, “his negroes may be so much embarrassed by his presence as to be incapable of doing their work properly.” The writer could have supported his assertion as to the discouraging effect of tyranny with quotations from newspaper advertisements for runaway slaves: “His back very much scarred by the whip”; “Randal, has one ear cropped”; “I burnt her with a hot iron, on the left side of her face.”


Guru owners cautioned that not just physical but also verbal abuse worked against the master’s self-interest. “Anger begets anger,” cautioned a Virginian in 1852, adding that “a low tone of voice is recommended in speaking to negroes.” This insightful gentleman also warned that skillful human relations are no substitute for material incentives: “No negro . . . will be faithful who has his absolute wants unsatisfied; I mean food and clothing.”


Cotton planters mustered confidence in their own righteousness by insisting on the moral degradation of blacks, who were therefore justly enslaved. Not white slave owners but “Negroes are by nature tyrannical in their dispositions; and if allowed, the stronger will abuse the weaker.” As natural tyrants, blacks had to be held in bondage in order to protect the weak among them from the strong.


Like all tyrants, blacks were lazy and dishonest. “The only way to keep a negro honest,” said one owner, “is not to trust him.” Another thought that the ordinary slave’s “most general defect . . . is hypocrisy,” leading him to “play the fool’s part” in “neglect of duty.” It followed that “[t]he most important part of management of slaves is always to keep them under subjection.”
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PHOTO 1.1 “Gordon,” whose owner apparently had not heeded the advice of writers on the management of slaves to apply the whip calmly and judiciously. 




Godlike power over other human beings can only be justified by godlike virtue, for which the owners did not hesitate to strive. Discipline, one advised, should be administered not in a vengeful spirit but with divine self-control over base passions like anger: “[E]ven in inflicting the severest punishment, do so in a mild, cool manner. . . . When you find it necessary to use the whip (and desirable as it would be to dispense with it entirely, it is necessary at times), apply it slowly and deliberately and to the extent you are determined in your own mind to be needful before you begin.” Anger and a violent temper “reduce the man who uses them to a level with the negro.”


The master made himself capable of impartial justice by cool self-control— a common ideal in today’s management ideology, and rightly so, provided it is combined with humbling recognition that the ideal is unattainable rather than with hubristic confidence in the morality of the master, whether a slave owner or a manager.


The owners had a captive audience for their self-righteous moralism, because they often hired white overseers to assist them. The 1850 U.S. census reported that 18,859 Americans earned their living as slave overseers, probably the largest group of salaried managers in the world at the time.


Few managers since could have had it worse than the overseers. Usually aspiring to having farms of their own, they had little real chance of joining the planter class. Stuck in dead-end jobs, sometimes illiterate, often given to drink, and usually uncouth, overseers seemed, as one planter put it, “the curse of this country . . . the worst men in the community.” Socially unacceptable to the owners’ families and living on rural plantations that offered no other free companionship, overseers were often single men and desperately lonely. Notorious for their sexual exploitation of slave women, some overseers nevertheless limited their diversions even there out of concern for the effect on their workers’ morale. “I think I shall Have to get me a wife,” reflected one overseer. But “where shall I find hir[?] Ladies seem to Be as scarce as chicken teeth in this vicinity.”


The overseer had responsibility for crops, slaves, animals, barns, equipment, and ultimately the safety of a white family far outnumbered by their human chattel, whose true thoughts and resentments were impossible to know. “I don’t get time Scarcely to eat or Sleep,” complained one plantation manager, adding that the need for “strictest vigilance” over the slaves made a day off from the plantation a rarity.


Job insecurity added to the overseer’s misery. The planters used fear to manage overseers as well as slaves. One planter opined that “when a manager goes on a place where he expects all his energies will be taxed to the utmost in order to remain even one year, he immediately girds himself to be up and doing.” Not surprisingly, planters found that overseers “all seem to wear out after a while” and needed “changing” at frequent intervals.


With only a short time to make a mark, overseers sought quick results, recklessly working slaves and land whose depletion then became an item in the planters’ indictment of them. The overseers doubted the owners’ sincerity in calling for careful handling of slaves and land. The planters, land rich and cash poor, always wanted a large crop, which led the overseers to deride them as short-sighted “Colonel Cottonbags.” As one overseer wryly noted, in “a favorable crop year, the master makes a splendid crop; if . . . an inferior crop be made, it is the overseer.”
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