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            To understand a civilization, consider its heroes. Ancient Egyptians glorified the pharaohs, intermediaries between gods and men. Romans celebrated their generals, who expanded the empire through conquests abroad. The Greeks had their philosophers, searching for the truth. Other great societies were defined by their poets, their painters, their sculptors, and composers. More recently, explorers, scientists, and civil rights leaders have emerged as the iconic figures of their eras. Our heroes reflect our collective aspirations, offering clues to our deepest desires, idealized behaviors, and societal priorities. They bend the arc of history, defining their times and influencing events long after they are gone. Generations from now, when future anthropologists try to make sense of this moment in the American experiment, looking to our idols for clues about our priorities, they will need to contend with a perplexing but undeniable fact: in America, we worship our bosses.

            We put our chief executives up on pedestals, granting them wide latitude to influence our national discourse and endowing them with vast wealth while absolving them of accountability. We herald entrepreneurs and venture capitalists as our most brilliant minds, lionizing their achievements and celebrating increased shareholder value as if it were a major medical breakthrough. We elevate the richest among us to positions of moral authority, letting CEOs, not religious leaders or philosophers, shape our views on the fraught political and social issues of the day. We elect billionaires as mayors and private equity barons as senators, and have would-be monopolists for our most prominent philanthropists. Surveys routinely show that the public has more faith in CEOs than it does in politicians or priests, more confidence in corporations than in the government. Our faith in bosses is so absolute that we even elected a failed businessman who played a successful one on television as president of the United States.

            Yet even when the results are disastrous, even when our heroes turn out to be crooks, we can’t help but want for more. How could we not? In a nation made powerful by its staggering industriousness and titanic economy, captains of industry are the very embodiment of American success. CEOs as much as presidents have ushered us from one epoch to the next. Railroad tycoons and robber barons gave way to industrialists, who gave way to media moguls, who gave way to financiers, who gave way to technologists. And still, even in a society obsessed with successful businessmen, there is one CEO above all others who was revered as a cultural and economic hero in his own time, who radically transformed the world around him and continues to hold sway even after his demise, who seized on changes in the zeitgeist and used them to rewrite the rules of our economy: Jack Welch.

            As chairman and chief executive of General Electric from 1981 to 2001, two decades that shaped the world we inhabit today, Welch exerted unmatched influence on American capitalism. In his heyday, as head of one of the country’s most powerful companies, he was lauded as a visionary. He identified the promises of globalization and rapidly reshaped GE to compete on the world stage. He could see around corners and pushed GE into the media and finance industries at just the right time. Above all, he understood the power of the stock market, and used GE’s might and complexity to reward those lucky enough to own the company’s shares. The financial results he delivered were undeniably great. During his tenure, GE posted annualized share price growth of about 21 percent a year, far outpacing the S&P 500 even during a historic bull market. When Welch took over, GE was worth $14 billion. Two decades later, the company was worth $600 billion—the most valuable company in the world.

            All that material success obscured darker truths. Welch was not, as he would have liked us to believe, a patrician steward of sound business judgment and good character. Nor was he just another skilled manager with a knack for dealmaking and a good golf game. Rather, he was hungry for power and thirsty for money, an ideological revolutionary who focused on maximizing profits at the expense of all else. The changes he unleashed at GE transformed the company founded by Thomas Edison from an admired industrial behemoth known for quality engineering and laudable business practices into a sprawling multinational conglomerate that paid little regard to its employees and was addicted to short-term profits. And we all went along for the ride.

            For the fifty years before Welch took over, corporations, workers, and the government enjoyed a relatively harmonious equilibrium. Most companies paid decent wages, employees put in their time, just about everyone paid their taxes, regulations were accepted as necessary safeguards, and the government invested in things like education and infrastructure. It wasn’t perfect, and there were certainly inequities, but it worked well for much of the twentieth century, giving rise to a diverse, thriving economy and a prosperous middle class.

            Then in the 1970s, the established order came under attack. A cadre of economists including Milton Friedman reimagined the purpose of the corporation and its role in society, laying the philosophical groundwork for an upending of the economic order. In their view, companies ought to maximize profits for shareholders at any cost, markets should be free, governments should stay out of the way, and the rest of society ought to take care of itself. Their views were anathema to the postwar balance that seemed to be working so well, and at first they failed to gain traction. Indeed, the dream of unrestrained markets and a world where profits came first was so drastic that for a decade it remained almost entirely theoretical. There were policy papers, academic treatises, and speeches, and some of its chief proponents began ascending to positions of power. Yet by 1981, no one had truly put this philosophy to work. No one, that is, until Welch.

            Some disruption was inevitable when Welch took over. All CEOs want to put their own mark on a company, and the world was rapidly changing in ways that would force GE to adapt, whoever was in charge. American corporations had grown complacent. Overseas competition was on the rise. Technology was upending everything from plastics to banking. Yet in responding to these challenges, Welch decided to take GE—the epitome of the benevolent postwar employer—in a sharp new direction. He embraced the strategies promulgated by the economic revolutionaries on the right, devised his own mercenary twists, and refashioned GE from the inside out.

            Welch employed three main tools in his crusade: downsizing, dealmaking, and financialization. He is best known for the first of these. Upon taking over, he instituted a series of mass layoffs that destabilized the American working class. For generations, it was generally true that once you got a job at a company like GE, you could keep it until you retired. This was blasphemy to Welch. He found the notion that a company should be loyal to employees to be laughable, and he undertook a crusade to disabuse workers of the belief that GE owed them anything more than yesterday’s wages. He fired workers by the thousands, convinced that a smaller head count was a desirable end in its own right. After all, he reckoned, a leaner workforce meant lower labor costs, which meant juicer profits, which meant a higher stock price. To codify this new, transactional relationship between employer and employee, Welch developed a new policy, colloquially known as “rank and yank.” Each year, managers rated their employees. Those who were in the bottom 10 percent were let go.

            When he couldn’t fire workers outright, Welch devised other ways to wash GE’s hands of the responsibilities that come with being an employer. Welch championed offshoring and sent thousands of union jobs overseas to countries like Mexico, where labor was cheap. And he reveled in outsourcing, turning to other companies to provide back-office functions like accounting and printing. It was enough to earn him the nickname “Neutron Jack,” a reference to the neutron bomb, which purportedly kills people while leaving buildings intact. Welch’s affinity for downsizing, which his own employees called the “campaign against loyalty,” fundamentally altered GE. No longer was it a model employer, the kind of company where successive generations of machinists could prosper. Instead, it became the kind of place where even a long-tenured employee might find themselves suddenly out of a job just before retirement, a company where what mattered most was not the quality of its people, but the quantity of its profits.

            The second main weapon Welch employed in his quest to make GE the world’s most valuable company was dealmaking. Through compulsive mergers and acquisitions, he transformed GE from a proud domestic manufacturer to a cash-spewing collection of unrelated businesses, unleashing an M&A boom that would extend well beyond GE and lead industries from media to finance to become more concentrated and less competitive. GE made nearly 1,000 acquisitions during Welch’s tenure, spending some $130 billion buying up companies. At the same time, GE sold some 408 businesses for about $10.6 billion. No company had ever done so many deals so quickly. The biggest of these took GE far from its industrial roots. Often, the deals were disasters. Sometimes, Welch quickly sliced up the companies he bought, then sold them off for parts. Yet even when the results were less than optimal, dealmaking served several of Welch’s greater goals. Welch wanted every business GE operated to be number one or number two in its respective category. If it couldn’t achieve that, it would be jettisoned. “Fix it, close it, or sell it,” he would say. By selling companies—even ones that were regarded as central to GE’s identity—Welch was able to retain only what he believed were the most profitable businesses, even if they had little to do with GE’s legacy manufacturing operations. And with his relentless acquisitions, he took out competitors and consolidated industries, gaining market share while pushing GE to expand in every direction imaginable.

            The third dark art that Welch mastered was financialization. GE was an industrial company when Welch took over. By the time he retired, the company derived much of its profits from GE Capital, which was essentially a giant unregulated bank. Welch got the company into all manner of risky debt instruments, insurance products, and credit cards. The finance division became GE’s center of gravity, ultimately accounting for 40 percent of revenues and 60 percent of profits. To Welch, it seemed easier—and cheaper—to make money through financial wizardry than by producing quality products. With so much money coursing through the finance division, Welch used it to his advantage, shifting zeros throughout a sprawling international web of subsidiaries, and extracting whatever he needed to meet or beat analysts’ estimates for nearly eighty quarters in a row, an unprecedented run. Earnings targets were achieved using dubious accounting methods. Black box financial models and limited public disclosures afforded the public with little understanding of GE’s inner workings. Yet quarter after quarter, the profits flowed, and Welch used them to reward shareholders with a gusher of buybacks and dividends.

            All three of these tactics—downsizing, dealmaking, and financialization—served the same aim for Welch, aiding his endless quest to enrich his investors. If that meant cutting hundreds of thousands of jobs, so be it. If that meant companies were acquired and then sold for parts, c’est la vie. If it meant playing fast and loose with accounting rules, what was the harm? Welch had a lust for money, yes. He wanted GE to be as profitable as possible. But simply reducing what motivated Welch to greed is insufficient. He was possessed with a world-beating ambition, a drive to make his GE a company for the ages. He believed he had the skills, the means, and the divine right to make General Electric the greatest generator of profits in history, and he harbored extreme prejudice against anyone who doubted him, stood in his way, or couldn’t contribute to his relentless pursuit of financial glory. Welch was the embodiment of the shareholder primacy dogma hatched by Milton Friedman, and for twenty years just about everything he did worked. GE did become the most valuable company on earth. GE shareholders were showered with riches. Welch was revered as the greatest CEO of all time.

            Along the way, he elevated the role of the chief executive from that of a people manager to something closer to a pop star, chasing the limelight and mastering the art of self-promotion. The business press adored him, splashing his piercing eyes on magazine covers and chronicling GE’s every move. Business schools treated Welch like an oracle, turning his strategies into case studies and curricula. Wall Street analysts marveled at his seemingly magical ability to hit the numbers, quarter after quarter. And though Welch didn’t start a company or invent a breakthrough new product, he earned millions of dollars, then tens of millions of dollars, then hundreds of millions of dollars, his net worth finally topping out at nearly $1 billion, landing him on Forbes’s list of the 400 richest Americans. In retirement, GE picked up the tab for his apartment in the Trump International Hotel and Tower, his meals at Michelin starred restaurants, his floor seats to Knicks games, and more. Welch was the personification of American, alpha-male capitalism, a pin-striped conquistador with the spoils to prove it. His exploits were so over-the-top, his personal wealth so enormous, it was impossible for other executives not to try and emulate him. At the end of his illustrious career, Fortune magazine dubbed him “Manager of the Century.”

            That kind of success, over that long a run, made Welch singularly influential in the corridors of economic power. Most CEOs make a splash for a few years, then either retire or are pushed aside. Welch never went away. His reign atop GE spanned three decades and four U.S. presidents. A tenure that began during the uneven economy of the Reagan administration endured through Clinton-era globalization and the bursting of the dot-com bubble, ending just days before the terrorist attacks of September 11, 2001. He was the first celebrity CEO. Welch golfed with presidents and mingled with movie stars. His love life was tabloid fodder, and his gargantuan pay packages were glorified at a moment when conspicuous consumption was in vogue. His roaring success inspired countless imitators, as an entire generation of managers sought to emulate his techniques, his growth strategies, and his values. Without anyone quite realizing it was happening, Welch redefined how corporations measured success, setting the standard for a generation of business titans.

            But while Welch made GE the most valuable company on earth, his strategies ultimately destroyed what he loved so dearly. Not long after he retired, GE fell into a spiral of decline set in motion by Welch’s short-term decision-making. Within months of his departure, it became clear that GE was deeply troubled, and in a matter of years, the corporation was falling apart. His handpicked successor tried to replicate Welch’s success by following the same playbook, but it was a losing strategy. Welch’s underinvestment in research and development caught up with the company as it failed to introduce new, innovative products. A habit of incessant dealmaking resulted in a series of bad trades that burdened the company with money-losing divisions when it could least afford the losses. And the quest for ceaseless growth in the finance division led GE to become a major holder of subprime mortgages just in time for the financial crisis of 2008. At its nadir, GE needed a $139 billion rescue from the Obama administration and an eleventh-hour investment from Warren Buffett to stave off collapse. GE stock fell 80 percent in the years after Welch retired, becoming the worst performer in the Dow Jones Industrial Average. Finally, in 2021, executives announced a plan to break up GE, separating what was left of the company into three distinct corporations, and abandoning Welch’s world-conquering aspirations once and for all.

            Although Welch’s legacy was tarnished by the collapse of GE, his worldview continues to shape much of corporate America to this day. The methods he devised nearly a half century ago are still in use, the priorities he established still shape decision-making in boardrooms across the country, and some of his disciples are still in charge of major multinational corporations. This enduring influence is a testament to the power of the man himself, but also to what he stood for, which we might call Welchism. The prevailing power dynamic of our economic age, Welchism has at its heart the conviction that companies must prioritize profits for shareholders above all else, that executives are entitled to enormous wealth and minimal accountability, and that everyday employees deserve nothing more than their last paycheck. Welchism ascribes moral worth to material success, bestowing millionaire CEOs with the veneer of virtue, almost entirely irrespective of their actions. It thrives on downsizing, dealmaking, and financialization. And the Welchist worldview adopts a Darwinian attitude toward the labor market, a smug conviction that those who don’t make it are to blame for their own misfortune, that the poorest among us ultimately deserve their fate. The closest historical analog to Welchism is probably imperialism. The empires of yore had a comparable multinational reach to today’s biggest corporations, a similar willingness to confer absolute power upon their rulers, and the same tendency to exploit their subjects. Yet unlike imperialism, which has largely faded into history, Welchism still thrives today. Forty years after Welch took power, his warped worldview is still shaping our economy in ways large and small.

            In GE, Welch had the perfect apparatus to disseminate his new ideology. For much of the twentieth century, the company was a pioneer of organizational design and executive training. That continued under Welch. Not only did his underlings study his ways, parroting his mannerisms and internalizing his maxims, but they also went to what was known as GE University, a leafy campus where budding titans were sent to learn the ropes, and where Welch infected a new generation of business leaders with his values. In time, those executives went on to lead dozens of other major companies—including Boeing, 3M, Honeywell, Chrysler, Home Depot, Albertsons, and many more—where they seeded new clusters, spreading Welchism across the whole of corporate America. At the time of Welch’s retirement, sixteen public companies were run by men who had studied at his knee. Several more would appoint his pupils in the years that followed. At each of these corporations, the arrival of a CEO from GE was met with great fanfare, investors believing the board had appointed a leader who possessed the Midas touch. Sometimes, the executives were able to engineer short-term gains. Yet inevitably, whether in months or years, many of them failed.

            There is capitalism in America before Jack Welch, and after him. His career serves as a line of demarcation, a split between the past and the present. Look at the trend lines for any number of key economic indicators—wages, mergers and acquisitions, manufacturing jobs, union representation, executive compensation, corporate tax rates—and it’s clear that right around 1981, the year Welch took over, things started to go off the rails.

            American manufacturing jobs peaked at nearly 20 million just as Welch came to power, accounting for nearly a quarter of full-time employment in the country. Once he began his merciless campaign of cost cutting and outsourcing, that figure began to decline, and has never recovered. Today, there are roughly half as many manufacturing jobs in the United States as there were in 1980.

            Mergers and acquisitions were relative rarities when Welch took over, acts of unusual corporate ambition or desperation. In 1980, the value of all the corporate deals in the United States amounted to a few tens of billions of dollars. Welch changed all that. Thanks in part to GE’s own uptick in dealmaking, that figure doubled and doubled again during the early years of Welch’s reign. By the end of his tenure, the value of mergers and acquisitions topped $1.5 trillion annually for three years in a row.

            As Welch’s lawyers did their best to pay the Internal Revenue Service the absolute minimum necessary under the law, the share of taxes U.S. corporations paid to the government steadily fell. When Welch became CEO, the effective tax rate on capital income was 46 percent. Twenty years later, it was down to 35 percent, and would continue to fall. Today it is just 21 percent.

            Wealth grew more concentrated during his reign. Before Welch, corporate profits were largely reinvested in the company or paid out to workers rather than sent back to stock owners. In 1980, American companies spent less than $50 billion on buybacks and dividends. By the time of Welch’s retirement, a much greater share of corporate profits was going to investors and management, with American companies spending $350 billion on buybacks and dividends in 2000.

            And Welch’s outsize pay packages helped usher in an era of runaway executive compensation that has steadily taken wealth out of the hands of workers and placed it in the accounts of managers. In 1980 the average pay for a CEO of one of the top American companies was $1.85 million. In 2000, it was $21.5 million. Whereas CEOs made less than 50 times the annual worker salary when Welch took over, they were making 368 times as much by the end of his term. Put another way, CEO compensation has grown by 940 percent since 1978. During the same time, the average worker’s wage has increased by 12 percent. Slashing jobs, rampant dealmaking, outsourcing, financialization, and supersized executive compensation—all these trends became widespread only after Welch implemented them at GE and continued to evangelize for them as an elder statesman.

            Welch, who died in 2020, was able to witness this great unraveling. He fretted as GE fell apart and lamented the misdeeds perpetrated by other corporate bad actors. Never the most self-reflective type, he brushed aside any suggestions that he might bear some responsibility for this national catastrophe. Instead, in retirement, he transformed himself into a management guru, offering inspiration to a new generation of capitalists and doing everything he could to enshrine his ideals as gospel. He penned columns for Businessweek, Reuters, and Fortune. He sat for interviews with the Harvard Business Review. He created a $50,000 online MBA offered by the Jack Welch Management Institute. And he wrote books, made speeches, and appeared on cable news, praising the executives he had groomed while continuing his assault on taxation and regulation.

            The bluster of a former CEO might seem insignificant. But Welch’s star remained largely undimmed after he left GE, and his opinion continued to hold great sway. During panel discussions, he disparaged organized labor. On CNBC, he extolled mass layoffs. In all, it amounted to a twenty-year campaign to make his warped vision of capitalism the norm. And for the most part, it worked. His extreme practices became commonplace. The myth that Welch’s way of doing business was a winning strategy lived on. Over the years, his influence reshaped the economy, eroding this country’s middle class, sowing distrust in once revered institutions, chipping away at the tax base, and exacerbating inequality.

            The empty factories, hollowed-out cities, and unemployed workers—all lorded over by a wealthy ruling class—have contributed to the broad sense of disenfranchisement afflicting so much of the country, a combustible mix that helped lay the groundwork for the political rise of Welch’s friend, Donald J. Trump. Welch and Trump orbited each other for decades. GE Capital partnered with Trump while Welch was CEO. In retirement, Welch trafficked in conspiracy theories about the Obama administration and the Clinton Foundation. When Trump ran for president, Welch put wind in his sails. And when Trump won, Welch celebrated him as an exemplar leader and traveled to the White House to advise the president on economic issues.

            In recent years, some business leaders have come to realize the damage that Welchism has wrought. Instead of pursuing profits at any cost, a new generation of executives is beginning to express a renewed commitment to serve not just shareholders, but all stakeholders, including workers, communities, and the environment. They recognize that if they don’t pay wages that create a strong middle class, the economy will ultimately grow weak. They understand that companies that leave their communities polluted and impoverished will wither before long. And by gently downplaying the importance of the stock market, they are even questioning the very measure of success that was so sacrosanct to Welch.

            There are tentative signs of progress. Companies that for years promoted policies that exacerbated income inequality and gutted labor unions are suddenly expressing concern about the plight of everyday workers. After decades of lobbying for environmental deregulation, big business is now beginning to tackle climate change. And there are new standards, certifications, and even stock exchanges emerging to support this work. No longer is the purpose of a corporation to maximize shareholder value, according to this new cohort of enlightened captains of industry. Instead, CEOs are talking about themselves as part of an interconnected whole—just as they had done a half century ago, before Welch came on the scene.

            Stamping out Welchism will be a formidable challenge. The great hero of late-twentieth-century American capitalism, Welch occupies an exalted place in the business world’s collective imagination. Even today, with the ruinousness of his methods clear to see, he is revered as a master strategist, peerless in the art of maximizing shareholder value and empire building. Tactics he pioneered are still commonplace, values he embodied are still championed, and in many instances, disciples he groomed are still in charge. Twenty years after he surrendered his office to one of his loyal acolytes, we are all still very much living in Jack Welch’s world.
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“I plan to blow up the Queen Mary”

It was 1980 and the country was languishing. Culturally, politically, and economically, the previous decade had offered up a series of indignities that seemed to question the premise of American exceptionalism. The Vietnam War raged and Richard Nixon resigned. The stock market was flat and inflation was on the rise. Across the country, there was a sense of pervasive dissatisfaction, and an accompanying conviction that something had to change dramatically. In November, Ronald Reagan—who worked as a pitch man for GE before entering politics—beat Jimmy Carter in a landslide, becoming the fortieth president of the United States with the slogan “Let’s Make America Great Again.” The new president’s economic policy, known as Reaganomics, prioritized lower taxes, decreased regulation, and a favorable posture toward Wall Street, a combination that would benefit corporations while marginalizing workers.

In the boardrooms of corporate America, a revolution was also stirring. A month after Reagan was elected, GE announced that John Francis Welch Jr. would become its next chairman and chief executive. The young, tempestuous, ambitious son of a train conductor and a homemaker, Welch would be just the eighth man to lead GE since the company was founded by Thomas Edison nearly a hundred years earlier, at the dawn of the Electric Age.

As CEO of GE, Welch assumed responsibilities that went far beyond those of a typical manager. To preside over the General Electric Company required, back then, something closer to statesmanship. The company’s enormity and financial might made it an economic, political, and cultural force. Its output accounted for a full percentage point of gross domestic product. Its CEO commanded a loyal workforce of 400,000 men and women—greater than the entire population of Cincinnati. Its televisions, refrigerators, and toasters were in countless American homes. Its jet engines hung on the wings of planes flying coast to coast. Its nuclear reactors lit up cities around the globe.

The great diversity of GE’s holdings provided its CEO with what seemed like an almost omniscient view of the economy. And thanks to GE’s century of success, the company was considered a pioneer in management philosophy, setting the standard by which legions of executives were trained, organized, and evaluated. More than anything else though, GE was a role model. Other executives—inside GE, and at companies large and small around the country—looked to its leader for guidance on how to comport themselves, and what kind of balance their companies should strike with employees, the government, and investors. GE’s previous CEOs had counseled presidents, reshaped business school curriculums, and redefined how Americans worked. It was the most important job in the corporate world, and wherever Welch took the company, other corporations would inevitably follow.

Given the job’s expansive responsibilities, the process by which GE selected its next CEO was extensive and intense. The vetting took years and had all the theatrics of cardinals choosing a new pope. The outgoing CEO pitted candidates against one another, demanded memos articulating their vision, and asked each the same question: If they died in a plane crash, who besides them should run the company? Outside observers expected GE to pick a seasoned in-house executive with a conservative approach, a man steeped in “the GE Way” who would continue with the current strategy. But inside GE, the sense that something needed to change dramatically was acute. When the figurative white smoke finally rose from the company’s Fairfield, Connecticut, headquarters, Welch was the winner.

Welch succeeded a genteel Englishman named Reginald Jones who had run the company for the previous decade. Jones, with an Ivy League education and a deliberating, cerebral aura, was highly regarded for his poise, judgment, and discretion. President Carter twice asked Jones to join his cabinet. Tall and lean, Jones wore tailored suits, and his office at GE headquarters was a hushed enclave, where he and his lieutenants pondered strategy far from the factory floor. Jones had spent his career at GE, distinguishing himself as a financial whiz and rising to become chief financial officer before taking over, and he ran a hierarchical, bureaucratic company. Yet for all his élan, Jones was modest. He lived in a simple colonial brick home in Greenwich, not far from GE headquarters. He once asked his wife if she wanted anything more, and her reply reflected the family’s abiding humility. “Why would we want anything more?” she said. Though Jones was regarded as the most accomplished CEO in America, he drew a salary that would today be considered a pittance for an executive of his stature, earning $200,000, just twelve or thirteen times what new management recruits to the company took home. GE did not grow at breakneck speed while Jones was CEO. Nonetheless, during the decade he was in charge, GE managed to preserve its standing as a model corporate citizen, a company held in high regard by its workers and by society at large.

Welch was Jones’s opposite in every way. He grew up poor and went to state school. He was impatient, impulsive, and crass. Short, quick-witted, and coiled with energy, Welch wore jeans and rolled-up shirtsleeves whenever he could get away with it. He spoke with a thick Boston accent, and when he grew angry, a boyhood stutter flared up. Welch had a PhD in chemical engineering, but preferred chatting up machinists to sitting in a boardroom and deliberating with directors. He loathed hierarchy and bureaucracy and didn’t give a damn what people thought of him, so long as he was making money for the company. Over twenty years, he had risen through the ranks at GE by growing sales and slashing costs, and what time Welch did spend in the office was often marked by shouting matches. He was a cursing, kinetic tornado of a man, arguing his way from one decision to the next. GE had “replaced a legend with a live wire,” the Wall Street Journal quipped upon the news that Welch was taking over from Jones.

But while Welch could not have been more different from Jones, GE had a way of choosing CEOs who were prepared to meet the moment, and American industry was on the cusp of profound change. Four decades of postwar prosperity had made America the greatest economic force in history, and much of the country’s population enjoyed substantial improvements in their quality of life. Incomes rose, productivity skyrocketed, unemployment remained relatively low, and a great middle class flourished. Corporations like GE, Exxon, General Motors, Ford, Westinghouse, U.S. Steel, IBM, and Xerox fueled much of this growth, mass-producing products that the world desperately wanted, and paying their workers well. Yet by the start of the 1980s, the status quo was no longer working. Productivity had stagnated and inflation was growing, a distressing new combination known as “stagflation.” Complacency had also taken root in corporate America. Decades of success and a dearth of credible rivals had made many big companies less eager to invest, innovate, and pursue growth. And new competition was finally emerging around the globe. Germany and Japan had rebuilt and modernized their economies after World War II, and were suddenly churning out sophisticated, high-quality, competitively priced goods.

Welch was keenly aware of the threat posed by globalization. In the mid-1970s, he had toured a GE joint venture with Yokogawa Medical Systems in Japan, where ultrasound machines were being produced, and was stunned by what he saw. “The process was like nothing I had seen in the United States,” he recalled. When a machine was finished being assembled, a worker unbuttoned his shirt, dabbed some gel on his chest and applied the ultrasound probes on his body for a quick test. Then the same man wrapped the product up, put it in a box, affixed the shipping label, and placed it on the loading dock. “It would have taken a lot more people to get this done in Milwaukee,” Welch noted.

The rest of the country was also catching on to the widening skills gap between the United States and some emerging economies. On June 24, 1980, NBC aired a prime-time documentary that captured the nation’s gnawing self-doubt. Titled If Japan Can, Why Can’t We?, the hour-long special explored the extraordinary manufacturing advances taking place abroad, and turned the mirror on a nation grappling with its diminished standing in the world. That same year, Jones and Welch acknowledged the need for urgent change, coauthoring a letter to shareholders. “U.S. business today finds itself challenged by aggressive overseas competitors,” they wrote. “National productivity has been declining and, in industry after industry, product leadership is moving to other nations. Companies that refuse to renew themselves, that fail to cast off the old and embrace new technologies, could well find themselves in serious decline in the 1980s. We are determined that this shall not happen to General Electric.”

It wasn’t going to be easy for GE to thrive in this new age. And in some ways, the company, while iconic, was particularly vulnerable. When Welch took over, half of GE’s earnings came from businesses dating back to the Edison era: motors, wiring, and appliances. Yet Welch, an extremist in all he did, drastically overcorrected. Instead of trying to fix American manufacturing, he effectively abandoned it, and would soon start shuttering factories around the country and shipping jobs overseas. “One of the narratives in the early ’80s was ‘How do we save American capitalism from the Japanese?’ ” said Louis Hyman, a professor of business history at Cornell University who has studied Welch and GE. “And the answer for Jack Welch was, ‘Let’s be more brutal.’ ”

In certain corners of academia and government, a related upheaval was under way. With the New Deal economics that defined postwar policy failing to deliver sustained gains after decades of success, a backlash was brewing. Conservative economists called for less government meddling, less regulation, free markets, fewer labor unions, and a world where big businesses were free to act in their own best interests. Some went further, arguing that corporations should focus on maximizing shareholder value, rather than concerning themselves with the public good. On Wall Street, animal spirits were stirring. Thanks to technology, money was beginning to move in strange new ways. A new economy was taking shape, and Welch, as chairman of GE, would have a strong hand in its design.

GE was hardly in trouble when Welch took over. Jones had overseen a steady rise in earnings, and the company had just reported an annual profit of nearly $1.5 billion. But GE’s stock price hadn’t budged in years, and that, to Welch, was a problem. In a memo to Jones outlining his approach should he be selected as CEO, Welch made explicit his contention that Wall Street should come first. “What we have to sell as an enterprise to the equity investor is consistent, above-average earnings growth through the economic cycle,” he wrote. “The discipline to balance both short and long term is the absolute of such a strategy.” Welch was effectively declaring that even if times were tough, he would find a way to make GE ever-more profitable. It was a bold mandate. Earnings don’t go up endlessly, especially during economic downturns. Periods of expansion and contraction affect all companies, even GE. Welch, however, had a vision. He believed GE was going to be the most valuable company on earth, and he was determined to make that audacious goal a reality.

That raw ambition captivated even Reg Jones, who decided that Welch had what it took to be chairman. Yet as Welch himself would later acknowledge, Jones had no idea just how all-encompassing the transformation would be. “I’m not sure he knew how much I wanted GE to change,” Welch said.

Jones would soon find out. Once Welch was chosen as the next CEO, Jones summoned his successor to his office at GE headquarters. There, the outgoing CEO tried to bestow some final bits of wisdom upon the young man—just forty-five years old at the time—who had been tapped to take over, describing in grand terms a company that held unmatched sway over the U.S. economy.

“Jack, I give you the Queen Mary,” Jones said. “This is designed not to sink.”

Welch didn’t miss a beat.

“I don’t want the Queen Mary,” he snapped back. “I plan to blow up the Queen Mary. I want speedboats.”

“Generous Electric”

The company Welch wanted to blow up was part of the bedrock of the American economy, the culmination of nearly a century’s worth of innovative engineering breakthroughs and careful financial stewardship. GE’s scientists helped win the world wars, and won Nobel Prizes, too. The devices they invented and commercialized ushered in modern life as we know it, full of electrical conveniences and technological marvels. General Electric introduced the world to power plants and incandescent light bulbs, inventions as significant as the wheel and the printing press. On September 4, 1882, at 3 p.m., Thomas Edison himself flipped the switch at the first American power station, on Pearl Street in downtown Manhattan, illuminating four square blocks of the city, including the offices of J. P. Morgan and the New York Times. Edison went on to wire London’s Holborn Viaduct with an array of 3,000 bulbs. And not long after that, GE installed a power plant in Japan. GE introduced or popularized electric meters, electric motors, the electric locomotive, and the X-ray machine. And that was just in the nineteenth century.

As the twentieth century dawned, GE brought to market the steam turbine, and then the electric fan. In 1909, it started selling toasters, establishing a foothold in the American kitchen. Around the same time it helped engineer the first voice radio broadcast, a transmission that included a verse from the Bible, a recording of the Largo from Handel’s opera Xerxes, and a violin solo of “O Holy Night.” In 1924 it introduced the diesel electric locomotive, revolutionizing rail transport. The next year, GE made the refrigerator mainstream. Some years after that, it started putting televisions in living rooms across the country, which, along with its ubiquitous radios, helped create the modern media landscape. In 1935, GE introduced the garbage disposal, and three years after that, the fluorescent light.

GE played an integral role in the American effort to win World War II, sending its executives to help the military, and making the vacuum tubes for radar systems and the engines for planes. In the years after the war, GE developed America’s first jet engine. In the 1930s it created moldable plastics, and by the 1950s it was making transparent plastic. The plastics were used in almost every conceivable product, and in space. When Neil Armstrong and Buzz Aldrin landed on the moon, their boots were made of silicon rubber developed by GE, and the visors of their helmets were made with GE’s Lexan plastic. GE built one of the world’s first nuclear power plants in 1957, introduced the world’s first lasers in 1962, and developed revolutionary new medical scanners in the 1970s.

It was an unprecedented run of corporate innovation and economic growth, and for the most part, workers shared in the bounty. GE was among the first American companies to offer its employees retirement plans, a share of profits, health insurance, and life insurance. GE created the first research and development lab, the first industrial park, and in 1913 the company built one of the first true corporate campuses, on a ninety-two-acre site outside Cleveland. In addition to a light bulb factory and a research center, there was a swimming pool, a bowling alley, a gym, tennis courts, a rifle range, and baseball and football fields. Dentists and doctors were on hand, as was a bank. In the evenings, employees stuck around to enjoy tap dancing and live music. A hundred years before Silicon Valley companies like Google and Facebook began showering their employees with perks, GE understood the value of taking excellent care of its workers.

It was a directive that came from the top. Gerard Swope, who became GE’s chief executive in 1922, practiced what he proudly called “welfare capitalism,” using the corporation’s vast resources to take exceptional care of its employees—providing a profit-sharing plan, health benefits, higher wages, and more—all in an effort to boost morale and inspire workers. With the thievery and excess of the Gilded Age still fresh in the collective consciousness, GE was trying to distinguish itself as an upstanding corporate citizen, and in 1927, GE’s chairman, Owen D. Young, used a speech at the Harvard Business School to excoriate businessmen who “devise ways and means to squeeze out of labor its last ounce of effort and last penny of compensation.” Instead, Young called for CEOs to “think in terms of human beings—one group of human beings who put their capital in, and another group who put their lives and labor in a common enterprise for mutual advantage.” In 1929, Forbes observed of GE that “few corporations are more progressive or better managed.” GE was so magnanimous in these years that it earned the moniker “Generous Electric.”

An annual report from 1953 described how GE worked “in the balanced best interests of all.” The report trumpeted how much the company had paid in taxes, the virtues of paying its suppliers well, and how critical it was to take care of its employees. That year, GE proudly stated that it spent some 37 percent of its sales on pay and benefits for its workers, resulting in the “the biggest pay roll in the Company’s history—with more people at work than ever before.” Next to the statistic was an illustration of a grinning factory worker walking away from the assembly line, holding bags of money. Only after enumerating all the ways in which it was helping the government, suppliers, and employees did the company mention how much it allocated for investors. The sum: a modest 3.9 percent of sales. The message from the report was clear. GE saw itself as a part of an interconnected whole, one where employees and society didn’t take a backseat to shareholders. “Maximizing employment security is a prime company goal,” GE’s head of employee benefits, Earl Willis, wrote in 1962. “The employee who can plan his economic future with reasonable certainty is an employer’s most productive asset.” What was good for the corporation was good for the country, and vice versa.

In 1960, the year Welch joined GE, the company’s slogan was “Progress Is Our Most Important Product.” It was a line repeated on every Sunday night installment of General Electric Theater, the mainstay television review hosted by Ronald Reagan, then merely an actor. In subsequent years, GE’s slogan became “Accent on Value.” And then in the 1970s, Jones introduced the phrase, “We Bring Good Things to Life.” It wasn’t just talk. Under Jones, the company invested 10 percent of its profits into research and development, spending heavily in a bid to invent more good things.

GE’s postwar posture was in keeping with the times. The Gilded Age and Great Depression had revealed the highs and lows of modern capitalism. Great wealth could be created practically overnight, and many millions could benefit. But it also became clear that without sufficient regulation, executives could extract vast sums of wealth from corporations for themselves while undermining the broader economy. The sudden rise of the oil industry, the sugar trust, the financial system, and the railways spawned monopolies and robber barons, not to mention startling income inequality.

Following the stock market crash of 1929 and the ensuing Great Depression, the New Deal helped revitalize the economy with massive investments in infrastructure, creating millions of jobs. Wall Street was reined in with new regulations, and as workers benefited, inequality waned. It was a recipe for growth, and in the postwar years companies poured profits back into their workforces, ensuring a stable, skilled employee base. Labor unions offered employees a measure of job security and the assurance of steadily increasing wages. The gap in pay between a machinist and a manager was meaningful but not too extreme. Employers took care of their employees, understanding that by doing so they were taking care of the country, and ultimately, their own interests. The ethos was distilled in a 1932 treatise that essentially made these view sacrosanct in corporate America. The Modern Corporation and Private Property, by Adolf A. Berle Jr. and Gardiner C. Means, argued that companies were inextricably intertwined with their communities and ought to act with a sense of shared responsibility. Those views would shape what came to be known as the Golden Age of Capitalism, a period that lasted from the postwar boom to the stagflation of the 1970s, a stretch when many of the great American employers were at their best.

Alfred Sloan, who ran General Motors starting in 1923, drove a tough bargain with organized labor, but was generous with his employees overall. There was insurance of all sorts for GM workers—for sickness, injury, disability, and even life. And General Motors offered savings, investment, and retirement plans for factory workers, doing its part to lift its employees into the middle class.

Robert Wood Johnson, the chairman of Johnson & Johnson, crafted the company’s “Credo” in 1943, just before taking the family firm public. Representative of the times, the Johnson & Johnson Credo is an artifact of the Golden Age, preserving in amber the distinctive priorities of one of that generation’s most influential businessmen. Johnson stated that the company’s “first responsibility is to our customers,” a group the company would later define as “the patients, doctors and nurses, to mothers and fathers and all others who use our products and services.” After that, Johnson & Johnson was responsible to its employees, and committed to provide “a sense of security in their jobs,” adding that “wages must be fair and adequate, management just, hours short.” The company’s next responsibility was to its management, and it pledged that executives would be “persons of talent, education, experience and ability.” Finally, Johnson turned to investors. “Our fourth and last responsibility is to our owners and stockholders,” he wrote. “Business must make a sound profit… high taxes paid… new factories built… new products launched.… When these things have been done, the owners and the stockholders should receive a fair return.” Johnson didn’t want to make a killing. He wasn’t fixated on the consistent earnings growth that Welch dreamed of. Rather, he understood the purpose of the corporation to be contributing to society, while also making a simple, reasonable profit.

Companies weren’t just talking a good game back then. They were actually sharing their profits with their employees. From 1948 to 1979, worker pay grew in tandem with worker productivity. That is, as companies became more efficient and profitable, and the economy expanded, employees saw their compensation increase at roughly the same rate. Paying workers well, paying taxes, and investing for the future were seen not just as the right things to do, but as sound business practices. Per capita income rose, and millions of Americans joined the middle class, made down payments on homes, and acquired cars, TVs, and appliances, many of them made by General Electric. Wall Street wasn’t measuring companies solely on the basis of their short-term profitability, allowing companies like GE to invest in the future and develop new products and services. An equilibrium existed between the interests of the men who ran the companies, the investment firms who owned those companies’ shares, and the men and women who punched their timecards five days a week. Even in 1968, a year scarred by racial unrest and social strife following the assassination of Dr. Martin Luther King Jr., the public still had faith in business. That year, a survey found that 70 percent of Americans agreed with the statement: “business tries to strike a fair balance between profits and the interests of the public.” And as late as 1981, the Business Roundtable—an influential lobbying group that GE had helped create a decade earlier—declared that companies had responsibilities that went well beyond quarterly earnings, observing that corporations’ “importance to the well-being and quality of life of the average person has created perceptions and expectations that go far beyond what many considered their historic purpose, which was the creation of goods and services at a profit.”

To use today’s corporate parlance, it was a moment when all stakeholders could expect to benefit. The company wasn’t being run just for investors, but for employees, customers, and communities, too. And it worked. The middle class grew, consumer spending ballooned, and new companies were founded, creating yet more jobs. It was a virtuous cycle that turned America into the world’s greatest economic engine. Along the way, GE became a model employer, the kind of company where a scrappy kid from the Boston suburbs could make a career, and maybe even rise to the top.


“With my nose pressed up against the glass”

Welch was born in Peabody, Massachusetts, in 1935, the only son of an Irish Catholic family that lived in nearby Salem. His father was a conductor on the Boston & Maine railroad, a unionized job that demanded long hours. His mother, Grace, was a homemaker who devoted herself to Welch and tried to instill in him both a moral compass and a competitive streak. She took him to mass every day and made him an altar boy. She also taught him how to play poker, insisting he wager his own allowance to gain a visceral understanding of winning and losing. Welch was short, short-tempered, and had a stutter. By his own admission, he was an outsider looking in, growing up “with my nose pressed up against the glass.” And from an early age, he harbored fundamental questions about his family’s station in life. “I wonder why my mother didn’t do better in school,” he mused. “I wonder why she and her family didn’t progress further.”

Welch channeled these disadvantages into a restless, argumentative personality that would be well suited for an increasingly competitive economy. He learned how to throw his weight around and developed a reputation as an aggressive athlete. “He hated losing, even in touch football,” remembered a childhood friend. “Jack wasn’t blessed with a lot of grace or athletic ability. He trounced people by trying harder.” An average student in high school, he nonetheless harbored a hunger for power, writing in his yearbook that his chief ambition in life was “to make a million.” And the young Welch was impetuous. While caddying at the local golf course as a teenager, a player hit a ball into the water and told Welch to fetch it. Instead, Welch threw the man’s clubs in the water and stormed off. His disposition never entirely improved. He seemed to believe that he’d been unfairly disadvantaged from the outset, and he barreled through life with a determination to prove the world wrong. “Between the stutter and being smaller, it all meant he had to scramble more,” said Nicholas Heymann, who worked at GE early in his career and covered the company as an analyst for decades. “He had to try six times as hard.”

Welch went to the University of Massachusetts at Amherst, then got his PhD in chemical engineering at the University of Illinois at Champaign, becoming the first doctoral student at the school to earn a degree in three years. Upon graduating in 1960, he took a job in a GE plastics plant in Pittsfield, Massachusetts. His starting salary was $10,500 a year.

Pittsfield was a relative backwater within the company. At the time, Dow Chemical and DuPont were the leaders in the plastics industry. GE was an also-ran. But Welch wasted no time getting noticed, albeit initially it was for his impulsiveness, not his business prowess. A year into his tenure, Welch’s boss told him he was getting a $1,000 raise. When Welch learned that his colleagues also had gotten $1,000 raises, he was furious. Though he had not yet produced anything of lasting value, his sense of entitlement was already well developed. He believed he had been working harder than his peers, and therefore deserved more money. So he decided to quit.

Before Welch could leave the company, his boss’s boss took him out to dinner and promised him more money. Welch craved validation, and the praise, plus an extra $2,000 got him to stay. “Someone told me they loved me,” Welch later recalled. And even though he was no longer leaving the company, he remembered keeping the “pile of gifts” colleagues had given him as going-away presents. He never let the perceived slight go, using it as fuel in his quest for personal riches. “That standard raise I got over four decades ago has probably driven my behavior to an extreme,” he wrote in his autobiography.

Business was a Darwinian competition to Welch, and from an early age he believed he was better than the rest. “Winning teams come from differentiation, rewarding the best and removing the weakest, always fighting to raise the bar,” he said. This attitude at times led him to push GE to the limits. One day in 1963, Welch was at his office in Pittsfield, overlooking the factory on Plastics Avenue. Having risen to become a manager charged with developing a new plastic, Welch was impatient to bring a product to market, and had been driving his team to move faster, run more experiments—whatever it took. As Welch sat at his desk, an explosion rocked the factory. Debris and broken glass littered the scene, and smoke shrouded the building. Somehow, no one was badly injured. But it soon became clear that Welch, as head of the plant and the one pushing his team so hard, bore responsibility for the disaster. Pressuring employees to innovate, Welch had them experimenting with an untested process, moving oxygen through a “highly volatile solution” in a large tank. Something caused a spark, setting off the explosion.

The next day, Welch drove a hundred miles to explain himself before GE executives in Connecticut. Lucky for him, his superiors were in a forgiving mood, and he escaped without facing any real consequences. The episode became a point of pride for Welch, a parable that, he believed, demonstrated a healthy appetite for risk, and gave him his first taste of impunity. “When people make mistakes, the last thing they need is discipline,” he said. Welch had blown up a building and gotten away with it. An experience that might have humbled other aspiring leaders—or derailed their careers—emboldened him.

Not long after Welch blew up one factory, he convinced GE to spend $10 million building another factory, this one to produce a new plastic, called Noryl. The project was almost derailed at the last minute as Noryl proved more brittle than expected. But chemists working for Welch figured out a solution and were able to modify the formula, creating a more durable product. Noryl eventually became a $1 billion business. It was Welch’s first big break, and it caught the attention of higher-ups at GE. In 1968, he was promoted to head of of the company’s plastic business. He was just thirty-two at the time, and the company’s youngest general manager. He delighted in gaining access to GE’s inner sanctum, along with something even more precious: “my first stock options.”

Over the next three years, Welch doubled sales in the plastics division, leading to a series of promotions. During these years, he notched significant and lasting victories. His group developed new and improved technologies for CT scanners, an achievement that earned GE titanic profits. Intoxicated with his initial victories, he began dreaming big. In his 1973 performance review, Welch declared that his long-range objective was to become CEO of the company. By this point, Welch had the attention of Reg Jones. While many other senior leaders believed Welch was too unpolished and unpredictable to be a contender for the top job, Jones himself insisted that Welch be included in the succession planning process. As a result, in 1977 Welch was made one of the half dozen most senior executives at GE and relocated from Massachusetts to company headquarters in Connecticut.

Welch was now in the race to succeed Jones, but he was hardly the obvious choice. Other, more conventional candidates were presumed to be front-runners. To test Welch’s mettle, Jones gave him a portfolio of responsibilities that included the company’s appliances business, and its nascent credit operations. It was a hodgepodge mix, but Welch quickly zeroed in on a strategy that he believed would distinguish himself from the other contenders: layoffs.

At the time, GE was planning to expand its appliances operations. Welch, however, believed that while the business would continue to grow, overseas competition would make it harder to turn a profit. Hoping to increase margins, he recommended significant cuts at Appliance Park, a sprawling complex in Louisville, Kentucky. Built in 1951, when GE was at the height of its postwar ambitions, this complex was the headquarters of the company’s appliances division and spanned six hulking buildings, each bigger than an airport terminal. Appliance Park was so large it had its own zip code: 40225. The birthplace of millions of GE toasters, washing machines, and refrigerators, 23,000 people worked there before Welch came on the scene, so many cars coming and going during shift changes that the parking lot required a network of stop lights to maintain order. And while the appliance business was still making money and supporting thousands of good jobs in Louisville, it simply wasn’t good enough for Welch, who resolved to reduce the head count at Appliance Park.

When the higher-ups approved his plan, Welch praised their “courage,” which he said, accomplished their goal and “improved our profitability.” Putting people out of work, he realized, was an easy way to save money and boost profits, at least in the short term. That wasn’t how GE, not to mention the rest of American industry, had achieved greatness over the past half century. But it seemed to be working for Welch.

Layoffs spread to other divisions as Welch amassed more responsibility, and as he toured GE’s facilities around the country he took the opportunity to remind the rank and file who was now in charge. In Cleveland, at the light bulb factory, he berated a manager for the relative high costs of GE’s bulbs, screaming that competitors in communist Europe made similar products for half the price. In Bridgeport, Connecticut, he tore into another executive when he stepped on and off one of the company’s new digital bathroom scales and it came back with different results. When he met a manager who failed to impress, he would snap, “What the fuck do I pay you for?” Beyond being an unsentimental cost cutter, someone who was willing to lay off a few hundred workers to meet a quarterly earnings target, Welch had never outgrown his adolescent temper. This, too, was a drastic change for a company like GE. Corporate America in those days tended to be stuffy and formal, but also respectful and decent. But with Welch shouting his way to ever-higher profits, it became harder for others to quibble with his managerial style.

Although Welch had determined that there was little future in appliances, he became enthralled with another business he took over in 1977: GE Credit Corp., the company’s finance division which would eventually be renamed GE Capital. At the time, GE Credit was a small but growing part of the company. Having started as a way to provide consumers with modest lines of credit, the division had expanded into financing and leasing construction equipment, offering second mortgages, issuing some commercial real estate loans, and even managing private label credit cards. Welch immediately saw the potential. “Compared to the industrial operations I did know, this business seemed an easy way to make money,” he explained. “You didn’t have to invest heavily in R&D, build factories and bend metal.” Instead, he realized that what mattered most was how clever your accountants were and how much money they had at their disposal. He began bolstering GE Credit’s staff and looking for ways to grow the division, the beginning of a transformation that would remake the company, and ultimately the economy at large.

In three years, Welch distinguished himself from the other men vying for the top job. He was ruthless in his cuts, searing in his critiques of underperformers, and adamant in his conviction that finance was key to the company’s future. It wasn’t exactly the “GE Way,” but it was a convincing enough performance for Welch to be named CEO. “Everybody was shocked when Jack got the job,” said Ken Langone, a longtime GE board member and a cofounder of Home Depot. “He was exactly the antithesis of what you would expect Reg Jones would have picked.”

Five weeks before Welch officially took over, Jones threw him a party at the Helmsley Palace, an upscale hotel in New York City. Among the sixty or so guests were CEOs from many of the nation’s largest companies. As the night wore on, Welch had a bit too much to drink. When Jones asked him to address the crowd, Welch couldn’t get through his remarks without slurring his words. Back at GE headquarters the next morning, Jones stormed into Welch’s office. “I’ve never been so humiliated in my life,” he told Welch. “You embarrassed me and the company.”

Welch was shocked. He thought he had won over the crowd, and thought Jones was being prudish. “I was mad as hell at him because I thought he was being a stiff,” Welch remembered. “I felt sorry for myself because maybe I hadn’t made the great impression I thought I had.” Welch claimed that Jones later walked back his criticism after hearing from several CEOs who had enjoyed the evening, but the damage was already done. At the very moment Welch was expected to comport himself with dignity, he had given the assembled chieftains a glimpse of his reckless, unpredictable energy.


“The most competitive enterprise on earth”

Less than a year after taking over as CEO, Welch took the lectern in the ballroom of the Pierre Hotel in New York to deliver a speech that he hoped would announce his arrival on the scene as a visionary boss who would chart a new course not just for GE, but for the economy at large. As Welch saw it, the postwar balance of power—and GE’s part in it—was hopelessly outdated. The Golden Age of Capitalism was over. With stagflation weighing down the economy and overseas competition on the rise, the need for change was urgent. The collectivist spirit of the postwar years might have helped create the great American middle class, but such idealistic conceptions of business’s role in society were no roadmap for success in the hypercompetitive economy of the 1980s. Welch foresaw a different future for GE, one defined not by electric light bulbs, but by quarterly earnings; one powered not by mechanical engineering, but by financial engineering.

Speaking to a room full of analysts from research firms and banks—the people who told investors whether or not to buy GE stock—Welch dispensed with the usual business of describing the company’s financial results. Instead, in twenty minutes, he laid out his vision for the future. Titled “Growing Fast in a Slow-Growth Economy,” the speech depicted a winner-take-all world, where companies were either dominating their industry or sliding into irrelevance. “There will be no room for the mediocre supplier of products and services,” he said. Instead, Welch told the analysts he wanted GE to be number one or number two in each business it was in. If it couldn’t achieve that kind of dominance in an industry, the company would have to ask itself a tough question. “If you weren’t already in the business, would you enter it today?” he said. “And if the answer is no, face into that second difficult question: ‘What are you going to do about it?’ ” There would be no more room for wishful thinking, Welch said. Instead, GE employees would have to “see things as they are” and face hard truths. Most of all, he wanted GE to become a financial powerhouse. Whereas in previous decades it had been expected that GE—given its size and diversity—would simply grow in line with the country’s gross national product, Welch said he wanted GE to become “the locomotive pulling the GNP, not the caboose following it.” GE was about to become “the most competitive enterprise on Earth.”

Welch’s speech portended great changes to GE and its hundreds of thousands of workers. The old rules, he made clear, would no longer apply. If a business didn’t stamp out the competition, it was liable to be ousted from the GE family. If an employee wasn’t directly contributing to the bottom line, he may well be fired. And buried in the speech was another clue to Welch’s plans, a harbinger of what would become his all-consuming ambition: he wanted to make GE the most competitive enterprise around, the most valuable company in the world. It was a radical agenda for change, positioning GE not as the conventional industrial conglomerate the analysts knew, but as an opportunistic, aggressive company that looked for growth wherever it could be found.

Welch had worked on the speech for weeks, drawing inspiration from a variety of sources. Months earlier, Fortune magazine ran a series on what executives could learn from two nineteenth-century Prussian military generals, Carl von Clausewitz and Helmuth von Moltke. They promoted the concept of “total war,” which eschewed detailed planning, and instead advocated a constantly evolving response to circumstances as they changed, which, for Welch, meant turning a profit however he could. He also drew upon the work of Peter Drucker, the seminal management professor who had consulted for, and studied, GE for decades. It was Drucker who had first asked the question “If you weren’t already in the business, would you enter it today?”

Welch believed this aggressive strategy would wow Wall Street and make a winning first impression. But as he spoke, he could tell that his remarks were being lost on the audience. The analysts were expecting a conventional update on how GE’s various businesses had performed over the past year, not some grand new philosophical framework. Welch faced blank stares and grew irritated by a crowd that seemed not just disengaged, but baffled by his performance. During the question-and-answer session, one analyst asked how the price of copper would impact earnings in the next year.

“What the hell difference will that make?” Welch shot back. “You should be asking me where I want to take the company!”

The speech was a flop. As the analysts filed out of the ballroom, one remarked: “We don’t know what the hell he’s talking about.”

Though the analysts might not have appreciated it, Welch was tapping into profound changes in the zeitgeist. In the years before he took over as CEO, an intellectual revolution had been coursing through academic, economic, legal, and political circles. It began as a backlash to European socialism during the Cold War, as scholars including Friedrich A. Hayek, an Austrian economist, began to advance the theory that free markets alone were the best way to address society’s needs. Only when businesses were allowed to compete unencumbered by regulation would the best ideas rise to the top, their thinking went. The profit motive, they believed, was the perfect sorting mechanism, capable of distinguishing the good ideas from the bad, and giving rise to the products, services, and systems that would benefit society at large. Competition was the paramount way to organize human activity, they stressed, and it was imperative that people stopped relying on the government—or worse, their employers—to ensure their well-being. Welfare, social safety nets, and excessive protections for workers would inevitably lead to mediocrity and apathy, they believed. These theories gained purchase in European intellectual circles starting in the postwar years, and they eventually came to influence an up-and-coming economist at the University of Chicago named Milton Friedman.

Friedman took Hayek’s central thesis and ran with it, zeroing in on what this meant for corporations. As Friedman saw it, companies should focus exclusively on the profitable production of goods and services, disregarding all other supposed obligations. In a seminal essay published in the New York Times in 1970, Friedman declared that “the social responsibility of business is to increase its profits.” That simple twist of logic—that companies should maximize profits before all else—became one of the most powerful ideas of the late twentieth century, providing intellectual justification for a wholesale rewriting of the social contract. Friedman disdained those who believed companies should do anything beyond making money. “What does it mean to say that ‘business’ has responsibilities? Only people can have responsibilities,” he wrote. “Businessmen who talk this way are unwitting puppets of the intellectual forces that have been undermining the basis of a free society these past decades.” It was a capitalistic cri de coeur, imploring executives to embrace the profit motive and governments to stay out of the way, and it would endure as the most influential piece of economic writing for generations.

The same year that Friedman published his essay in the Times, a corporate attorney named Lewis Powell delivered a speech to an audience of Southern businessmen that set the stage for a new era of corporate meddling in politics. Quoting Freidman, Powell told the executives that their way of life was under siege, that radicals, communist sympathizers, and enemies of free enterprise were poised to undermine the very ideals that made America the greatest country on earth. The next year, Powell turned the speech into a memo that made its way to the U.S. Chamber of Commerce, the influential lobbying group that represents the interests of corporate America. Again, Powell warned of the looming threats to American business, including the environmental movement, support for new social welfare programs, and the consumer advocate Ralph Nader. “Business and the enterprise system are in deep trouble, and the hour is late,” Powell wrote. It was a rallying cry for the rich, an exhortation for those with power to preserve it at all costs. And rather than just sounding the alarm, the Powell memo proposed a plan of action. Business should rapidly seek to bolster its influence in politics, academia, the media, and the legal world. Instead of staying on the defense, big money needed to attack, preserving its interests and shaping government policy to its liking.

The business world quickly took heed. In the years that followed, money began pouring into politics at unprecedented rates. Billionaires funded new conservative think tanks that promoted free market economics, and shaped the policy landscape. In 1973, major companies including GE established the Business Roundtable, another lobbying group that would codify the Friedman doctrine as, effectively, the law of the land for big companies. Powell only grew more influential, joining the Supreme Court in 1972 and issuing several prominent decisions favorable to corporations. Washington, which for so long had served as a check on big business, was now doing its bidding.

All the while, Friedman’s central premise—that companies exist solely to enrich their shareholders—continued to gain clout. In 1976, two professors expanded on the Friedman doctrine in their paper “Theory of the Firm,” a groundbreaking work that radically transformed the way executives thought about their responsibilities. In it, Michael Jensen and William Meckling argued that if companies were insufficiently focused on maximizing profits, they might get distracted and devote undue attention to frivolities such as “the kind and amount of charitable contributions” and “personal relations (‘friendship,’ ‘respect,’ and so on) with employees.” That is, companies should disregard their communities, and even their staff, and instead focus on the bottom line to the exclusion of all else. Jensen and Meckling also revamped the notion of whom executives were supposed to serve. According to their theory, shareholders were the “principals” and executives were the “agents.” That is, the CEOs were working on behalf of the investors, and ought to maximize shareholder returns at any cost. Finally, Jensen and Meckling laid the foundation for the coming era of excessive executive compensation, positing that CEOs should be richly rewarded with stock to align their own incentives with their company’s financial performance.

Less than a decade later, in another paper, Jensen and Meckling would go further, arguing that the only metric by which companies should be measured—more important than even profits—was their share price. It was a still more extreme view than the one Friedman had put forth, and an invitation for companies to do whatever was needed to prop up their stock. In the years ahead, more business school professors would refine these ideas, sharpening them into weaponized dogma that executives could wield to defend keeping the lion’s share of wealth for investors and themselves, while paying workers a pittance. “They said essentially you’re being a bad guy unless you seek to maximize shareholder value, you are ripping off the people who gave you that capital,” said Roger Martin, the former dean of the Rotman School of Management at the University of Toronto, who knew Welch. “That moral argument really went a long way with CEOs like Welch. They were like, ‘You’re telling me that this is my job. This is a yardstick I should measure myself with.’ It may be sad that I’ve got to shut down this town, shut down this factory, but it’s the moral thing to do.”
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