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			INTRODUCTION

			How We All Became Temps

			During the worst recession since the Great Depression, Elmer Winter gave a speech condemning the complacency of American businessmen. Winter was the president of Manpower Inc., a temporary labor agency, but also one of America’s largest employers. He delivered his speech as a call to arms—a plea for nothing less than to save the country itself.

			Winter fixed on “deadly fears of the future” as a theme—developments Americans believed would undermine their economic safety. Some of these fears came from abroad, like Chinese twenty-five-cents-an-hour labor or Russia’s ever subtle global diplomacy. Most of Winter’s fears, however, were about America itself, about the disconnect between our hopes and our realities. “Foremost in the thinking of every man and woman who works is the basic question,” Winter said, “‘How secure is my job?’” The hope of the man on the street today in America, he told the shareholders, is “a good job—good health and security—for himself and for his family.”1

			Ever the realist, Winter told the businessmen that this dream of economic security, in the form of a steady, well-paid job, would no longer be possible. He told them that the “old days are gone . . . and plans must be the order of the day.” Winter’s vision was to bring down costs, especially labor costs, by providing a flexible workforce without job guarantees, buttressed by new automation technology. American business would need to work smarter and harder to overcome the hue and cry that “we can’t compete with foreign products where our labor rates are three or four times higher than theirs.” Manpower, and other temporary agencies like them, would provide that labor.

			Winter’s speech—you might be surprised to learn—was delivered not in 2008, but in 1958. He gave it in the first brief downturn of the postwar economy. The end of American job security was not in the past, but still in the future.

			His prognostications came true, partially because he—and others like him—believed them so zealously and worked so hard to bring them about. The rise of our flexible economy—how we all, to some degree, have had to come to terms with the withering of the postwar job—is not just the story of Elmer Winter. His company, Manpower Inc.—the first major temporary agency, which in 2017 still employed more than 3 million people or 50 percent more than Wal-Mart—would play an important role in transforming the world of work from one of security to insecurity, but it would not be alone.2 This transformation was not a conspiracy, but was carried out in public to much acclaim. Presidents, CEOs, and stock markets the world over celebrated the dismantling of the postwar prosperity.

			Most people kept their jobs, but you don’t need to replace everybody to make the rest insecure. Temps define the limits of what is possible in labor, casting a long shadow over the rest of the workforce. Beginning in the midst of the postwar boom in the 1950s, American jobs were slowly remade from top to bottom: consultants supplanted executives at the top, temps replaced office workers in the middle, and day laborers pushed out union workers at the bottom. On every step of the ladder, work would become more insecure as it became more flexible.

			This new economic arrangement produced opportunities and wealth for those at the top, but for most people, flexibility produced economic uncertainty. For some of the new temps, like consultants, the work is glamorous and lucrative. For others, like office workers, it is a dead end. For those day laborers waiting outside Home Depot, it is work with little pay and much danger. Despite pay gaps, education gaps, and citizenship gaps, temps have come to define our workplaces today in ways that Mad Men–era secretarial temps—white gloved and beautiful—never could have imagined.

			Temp is the history of this transformation, of how the postwar world, which to our eyes worked so well, came undone neither by economic accident nor by technological inevitability, but by human choice.

			Many of us who came of age in the 1970s, ’80s, and ’90s expected those postwar days to return. We believed that whatever the recession that Winter—or Carter, or Reagan, or Clinton—had been addressing, it was only temporary. The good years, the permanent onward progress of prosperity, would surely return. For most Americans, they have not. Where did all the good jobs go?

			The answer goes deeper than Uber and further back than downsizing, and contests the most essential assumptions we have about how our economy and our businesses work.

			The Rise and Fall of the Postwar Economy

			A postwar world of work and business that brought two generations of unprecedented prosperity came to an end in the 1970s, and in its stead a new era of wage stagnation and income inequality began—though it was hard at first to see that this change was permanent. For a while, the wage problem was hidden, first by more women entering the workforce (raising household income) and then by rising house prices (raising household equity). But in the collapse of 2008, we all suddenly became aware that while the economy had grown for forty years, the 10 percent at the top received 87 percent of all that growth (compared with 29 percent from 1933 to 1973).3 The much-maligned 1 percent alone received 56 percent of all the growth from 1975 to 2006. In the aftermath of the Great Recession of 2008, we discovered that our society not only was unequal, but also had been becoming steadily more so for a long time. Instead of progress, we had been in decline (at least if you were not in the 1 percent). In 2018, despite a booming stock market, we are still wrestling with the aftershocks of that recession, but the real roots of today’s insecurity go much deeper than credit default swaps and underwater mortgages.

			Temporary labor and flexible corporations first emerged when that hard-won dream—job security—appeared to be the inevitable and happy result of a mature capitalism. The foundations of job security were, as the leading postwar economist, John Kenneth Galbraith, believed, in the risk aversion of the postwar corporation. In his best-selling 1967 exegesis of the American corporation, The New Industrial State, Galbraith explained that the modern corporation was defined by risk minimization, not profit maximization. The investments required for manufacturing in the postwar economy required sums of capital (and an investment of time) unseen before. The first Model T may have been produced with an investment of a few tens of thousands of dollars, but a Mustang factory of the 1960s cost millions. World War I–era planes could be brought from blueprint to battle in only a few months, but by the ’60s, just the design of jet planes took years. To actually build a jet factory took that much longer. Executives planned for long time horizons, eschewing short-term opportunities for long-term gain.

			This dull steadiness produced unrivaled economic progress, both in terms of GDP and technology. In the 1950s, U.S. real GDP growth rates hit as high as 8.7 percent a year—as fast as China’s today. None of the top one hundred corporations failed to earn a profit in the postwar period. Long-term investment in corporate science made this growth possible. Products were not just incremental novelties, but truly disruptive technologies. In these labs, the Bells, the Polaroids, the Lockheeds, and the Xeroxes launched the digital revolution. This was when American scientists invented plastics, transistors, computers, jets, fiber optics, computer networks, cell phones, and nearly every other technological marvel that still defines our world today (and that most of us think were invented very recently). Corporations invested in manufacturing, in research and development, and most important, in employees. Well-paid workers, meanwhile, could buy American products without borrowing too much. With steady profits and a long-term vision, corporations could focus on real progress.

			Firms needed to know that the workers would, in turn, show up. The strategies of corporations required stability not just for their investments, but for their employees, and by extension for all of American life. Paper pushers of the middle class could count on their jobs as their families grew. Working stiffs knew the plant would be open the next year and that their industrial union would get them a raise, but not a revolution. An unwavering workforce was needed if investments in heavy manufacturing were to pay out. The jobs might have been repetitive, but so were the paychecks. Capitalism worked for nearly everyone. For the first time, inequality fell and growth accelerated. Policy makers, corporate planners, and labor leaders fashioned a world after World War II that promoted security not only for the elite—and their investments—but for nearly everybody.

			This investment certainty was in part possible because of the unusual politics of Cold War Keynesianism, which appeared to have transformed capitalism’s periodic crises into unending expansion. Lucrative defense contracts with fixed rates of profit swelled to make up a third of the GDP. Government services accounted for another fifth. Although nuclear brinkmanship was terrifying, the economy, at least in the U.S. and the West, was oddly calm. The Bretton Woods order, centered on the U.S. dollar, produced a twenty-five-year run of prosperity. Consumer purchasing power rose every year since World War II. But the true certainty came from the technological progress made possible by these political arrangements, not just the odd alignment of global politics. It was a broad commitment to steady progress, not disruptive wealth creation, that turned all that cutting-edge science into new industries.

			Galbraith may have been right about the postwar corporation, but he was wrong about the future of capitalism. Around 1970, we decided to go in a completely different direction.

			Elmer Winter was not the only one advocating for another vision of the American workforce, and this vision—supported by economists, but more important, by business leaders and their paid consultants—began to focus on leanness instead of stability. The postwar institutions—big unions, big corporations, powerful regulators—that insulated us from volatility and made possible the steady economic growth and broad equality of the postwar era were swept aside in the name of resurgent faith in the “market.” This transformation was not a conspiracy of a few, but a consensus of the many. At the top, the risk-taking entrepreneur supplanted the risk-averse, but loyal, company man as the capitalist ideal. Risk became sought after because it was increasingly seen as the way to maximize profits. Without risk, the new portfolio theorists chided, there could be no return. The right way to view a corporation, economists and consultants told business leaders, was to see a firm not as something that produced valuable goods and services but as a way to make money. Managers began to hop from firm to firm, focusing less on climbing the ladder (i.e., investing for the long term) than on garnering the biggest bonuses. Even for founders, getting acquired, rather than building a firm, became the new goal. No one at the top was committed to the long haul, so why would they be committed to job security for anyone else? These market fundamentalists believed their own hype and turned their backs on the ideas and institutions that had made the postwar boom a reality.

			The key features of the postwar corporation—stable workforce, retained earnings, and minimized risk—became liabilities rather than assets. The American corporation was taken in a more financial direction, abandoning thirty years of manufacturing success. In the place of long-term investment and stable workforces, the new ideal for American firms was short-term returns and flexible labor. The elements of the reorientation that promoted and made possible this temporary transformation—consultants, temps, day laborers—emerged from different places and for different reasons, but as their ideas, practices, and institutions interwove, they remade the corporation—and America.

			In Dallas, just around the same time that Elmer Winter was starting Manpower, a young electrician named James Ling discovered that if he wanted his one-man shop to grow, the easiest way was to sell some stock and buy out the competition. Ling was not alone. A strictly financial view of the firm—most tangible in the newly ascendant conglomerates from Texas, like Ling-Temco-Vought and Litton Industries—contested the long-term outlook of big industry, encouraging the use of debt leverage, not innovation, to buy their way to the top. In the 1960s, these conglomerates began to buy out everybody, from Hollywood studios to jet plants to basketball manufacturers. When the conglomerate bubble burst in 1969, Ling and Litton were erased from popular memory, but their privileging of finance over production lived on through the investment banks, like Lehman Brothers and Goldman Sachs, that had issued their stocks and bonds. Capital became temporary, and corporations began to focus on short-term profit. In the conglomerate collapse, alternative theories of corporate organization became popular—especially those sold by consultants.

			In Boston and New York, management consultants acquired a new currency as theorists of business organization in a time of rapid technological change. Rather than just deliver the new computer technology or perform old efficiency studies, as consultancies like Arthur D. Little had since the turn of the twentieth century, the new consultants offered entirely new growth strategies for the corporation. McKinsey’s Marvin Bower and Boston Consulting Group’s Bruce Henderson emerged, along with their firms, as the most sought-after voices to understand change. Offering an interpretation of the failure of the conglomerate—bloated bureaucracies that fell to market forces—they justified the restructuring of the American corporation and, of course, carried it out on the ground as well, not only remaking General Electric and Citibank, but privatizing Fannie Mae. Stability, as rethought by these consultants, became a problem to be solved rather than an aspiration. Their myopic solutions actually undid the real solutions developed during the 1930s that had contained capitalism’s tendency toward short-term profit and income inequality. Helping these pure consultancies along were the public accountancies, like Coopers & Lybrand and Price Waterhouse, which used their access as accountants to offer even more lucrative consulting services. The corporation, under the consultants’ helm, was no longer an enduring venture; it became a momentary assemblage whose value was not in tomorrow’s progress but in today’s stock price.

			In California and Texas, electronics, the fastest growing industry in the U.S., finally became by the late 1970s the largest industry in America, and its metronome—Moore’s Law—became the new time signature of capitalism. In 1965, Gordon Moore, cofounder of Fairchild Semiconductor, predicted that every eighteen months technologists could double the number of components on an integrated circuit. This exponential growth meant that investments in electronics factories had horizons measured in months, not years or decades. Short-term investment and flexible production found their natural home, and Silicon Valley became a model of success for the rest of the country. While Marshall McLuhan saw media as the key driver of the cultural speedup, electronics were actually speeding up the economy. This speedup came from incremental advances in technology (slightly better-made transistors and integrated circuits) rather than any breakthroughs. While new industries produced bonanza profits, this incrementalist industry did not. With a time scale so short, capital needed a way to keep its labor cheap and flexible, so it did not produce the good, stable jobs of prior leading industries. Silicon Valley pioneered transistors, but it also pioneered the use, through subcontractors, of undocumented labor at an industrial scale.

			In both electronics and construction—again both California and Texas boom industries—firms discovered that if American labor cost too much, or was too inflexible, the easiest thing to do was to use workers who had no legal rights—the undocumented. With the end of the bracero, or agricultural guest worker, program in 1964, the 20 million Mexicans who had, since World War II, annually migrated to work in U.S. fields found themselves without jobs. Some—as historians have well documented—continued to work in the fields illegally, but just as many—as historians have largely ignored—began to work on construction sites, on factory floors, and in chemical shops. Although Americans may not have wanted to work in the fields, they did want to work industrial jobs. Migrant labor, unprotected by the state, created an alternative to the American worker. This cheap labor made key parts of the 1980s boom possible, whether in Houston’s strip malls or Silicon Valley’s electronics factories.

			The postwar prophecies of office automation finally came in the 1980s, but instead of giving us leisure, they gave us the pink slip. Dovetailing with the consultant-promoted vision of the flexible workforce, temporary labor shifted from an emergency replacement to an essential part of employment strategy. Electronics pioneered outsourcing, first domestically and then overseas, in the 1970s; by the late 1980s, firms everywhere followed the leader. Blue-collar workers saw their manufacturing jobs going overseas. White-collar workers soon faced the same consolidation, as one manager’s spreadsheet could replace a room of analysts and a word processor could replace the entire secretarial pool. While temps had already replaced workers inside the firm, by the 1990s, the bulk of white-collar back-office operations could be outsourced as well. Call centers, accounting, and many other formerly internal functions were subcontracted to the lowest bidder, gutting the broad middle class. Middle managers were, in a term invented during the recession of 1991, downsized. Wherever possible, functions that had been part of the postwar corporation—and jobs that had been part of that stability—were moved into the market.

			With the quick growth of the internet in work placement in the late 1990s, first through Craigslist and today through Upwork, this process only accelerated. Short-term work acquired a new name: gig labor. Craigslist made it easy to find workers to do nearly anything for any price. Most temps were still hired by corporations, but in the corners of the marketplace, the gig economy began to grow. Although Craigslist was free, it was also hard to use. Over the 2000s, start-ups began to carve off pieces of it to create new digital labor platforms: Elance, oDesk, TaskRabbit, Uber, and all the rest. After the Great Recession, Americans in need of work turned to the gig economy to get them through, and once again Silicon Valley had a boom. Firms that had formerly outsourced through temp agencies and consultancies could now do so with a website as the middleman.

			Today’s tech boom may create market value, but it has not created that many jobs, especially compared to the big postwar industries. Google might have fifty thousand employees, but even old-economy Sears still has two hundred thousand. The iPhone has probably been as socially disruptive as the car, but Apple doesn’t employ like General Motors. App companies are game changing for some college graduates, but only 30 percent of Americans have a bachelor’s degree. This gig economy may appear to be driven by new technology, or even just Uber, but behind it is a deep history of the making and unmaking of what most of us consider to be our dream—economic security—and that story is more about management ideas and business values than about any app.

			The Second Industrious Revolution

			When we learn about the industrial revolution in school, we hear about coal, steam engines, maybe the power loom. But another revolution in capitalism occurred before that, in what historians now call the industrious revolution, which reorganized people, not machines. Before the industrious revolution of the eighteenth century, people worked where they lived, whether a farm or a shop. Earlier manufacturing, like textiles produced through cottage industry, relied on networks of farmers who spun fibers and wove cloth. They worked on their own; they were not employees. In the industrious revolution, manufacturers gathered workers under one roof, where the work could be divided and supervised. For the first time, home and work were separated on a massive scale. Workers no longer controlled how they worked, receiving a wage instead of the profits of their efforts. The industrial revolution of the nineteenth century consolidated these new relationships with new technologies, but those technologies were only possible because people’s relationship to work had already changed. Social disruption caused technological innovation, not, usually, the other way around.

			Today’s new technologies dazzle us and lead some experts to call this the second machine age. Yet as in the eighteenth century, today’s reorganization of people matters as much as, if not more than, the new machines. It’s been happening for forty years, and in the last few years computers and other technologies have begun to accelerate it, just as steam engines accelerated the industrious revolution. The technology, even so-called artificial intelligence (AI), is not particularly impressive from a historical perspective. AI will be able to perform repetitive tasks, but it will never be true intelligence; its very name is a misnomer. Human strength and human skill will be encoded into machines, as they have for hundreds of years. All sorts of exciting technologies will reinforce this industrious revolution, but it is not the technology that deserves our attention. Technological innovation only solves for social disruption.

			Rather than a second machine age, we should instead think of our current moment as the second industrious revolution. The technologies analogous to the steam engine (like artificial intelligence, virtual reality, and the like) haven’t fully arrived, but those technologies are being developed in ways that address principally the business problems of an already insecure world, not workers’ well-being. The choices we make today will determine whether those steam engines of tomorrow make us all wealthier, or just a few.

			Just as modern wage work and bureaucratic corporations emerged from industrial capitalism, so are new forms of labor and capital emerging from this early period of our digital economy. Most Americans (84 percent) still rely on traditional employment as their main source of income, but that is not where the economy is growing. In the last ten years, 94 percent of net new jobs have appeared outside of traditional employment.4 Already approximately one third of the workforce participates in this alternative world of work, either as a primary or supplementary source of income. The digital labor platforms, like Uber, Upwork, Lyft, and the like, make up less than 1 percent of the workforce, but that is poised for growth as well.5 In the economic expansion of this second industrious revolution, the employee receiving a regular wage or salary is giving way to independent contractors, consultants, temps, and freelancers. At the same time, the corporation as we know it is disappearing.6 No longer are the resources of a corporation needed when a “flash team” can be assembled from an online platform, execute a task, and then just as easily disappear.7 What is truly novel today is not technological change, but organizational breakthrough—the possibility that workers might be able to be as productive on their own as within a firm, with access to the same global distribution and production regimes. An independent person can function as a multinational, sourcing and selling globally through digital platforms.8 We all can fund, design, launch, and sell products anywhere in the world. Every assumption about labor and capital that underpinned the postwar economy and corporate capitalism has been drawn into question.

			What is truly shocking is how wage labor and the corporation might begin to retreat. Wages and corporations will never disappear, and we will certainly need to rethink our labor laws, but digital platforms and independent work are ascendant like never before in capitalism. Capitalism without corporations would truly be a historical break. A large swath of our population might no longer need to have a boss. In our new awakening, we have the chance to return to old dreams.

			Yet the recent past does not justify such optimism. Today’s economy is not as bleak as the industrial revolution, but there are echoes, and it feels like it is getting worse.9 Inequality is higher than it has been since the 1920s.10 Rural America feels disconnected from the urban growth. Drugs and despair are cutting life spans short.11 Something has gone dangerously wrong in our democracy. While unemployment is down, that metric, which reflects only those who have looked for work in the past two weeks, conceals the new reality: it is harder than ever to find a job, much less a full-time job that pays the bills and provides benefits. We are told at every turn to be entrepreneurial, to make our own work. For some people—a special few—this option works, but for most people, a secure job is still the goal. We are blamed for our own failure to find that job that we have all believed was our right as Americans. We don’t know what to do, since the old paths seem to be closed. Even a college education no longer seems like the road to middle-class security.

			Job insecurity is both what is new and what has become expected. Even where old-fashioned permanent jobs remain, workers must contend with a new truth: they can be replaced with a phone call. Americans cannot typically rely on just one job anymore, certainly not over a lifetime, and—for the working poor—frequently not even at one time. Though day laborers, office temps, and management consultants—as well as contract assemblers, Craigslist freelancers, adjunct professors, Uber drivers, Blackwater mercenaries, and every other kind of worker filing an IRS Form 1099—span the income ranks, what they do have in common is what we all have in common in this post-1970s economy: they are temporary.12

			Just as our business and policy leaders made choices to bring about this insecurity, we are at a moment when we can once again choose to remake our economy. To do so, however, we must confront some uncomfortable truths about how American capitalism has been remade from top to bottom. For some, the rise of the gig economy is liberation from the stifled world of corporate America. It is a return to the autonomy and independence of an economy before wage labor. No desk. No boss. Every consultant is her own master. Yet for the vast majority of workers the freedom from a paycheck is just the freedom to be afraid. It is the severing of obligations between firms and employees. It is the collapse of the protections that we, in our laws and our customs, fought hard to enshrine.

			After a long history of insecurity in the labor market, not until the mid-twentieth century, in the heyday of postwar capitalism, did we find a way to create economic security in America’s wage-work economy—a steady paycheck, health insurance, and quality housing. The New Deal ended this century-long war over who would benefit from rising industrial productivity. New Deal policy embedded security into a particular kind of industrial-era, full-time, employer-employee relationship that was itself born of a historical moment when automobiles and aerospace defined the leading sectors of the economy. Policy makers, in ways that are now forgotten, supported business to invest in these radical new technologies, while at the same time making sure that workers got their fair share of the wealth.

			At the same time, we should not romanticize the postwar period and its associated protections. For those excluded from those jobs—women, Latinos, African Americans, undocumented migrants—the rest of the economy was not so glorious, and their work helped make that economy possible. In many ways, as Temp shows, the experiences of the people who were left out of the good postwar jobs became the rehearsal for most people’s jobs today. As the century progressed, these groups would work, but their labor would not be as protected, as valued, as white men’s labor. The New Deal protections remained on the books, but were not renewed along with the economy, making them ever more peripheral; in the end, even white men were not protected from this new reality, contributing to the Trump victory in 2016. Again and again, we must ask the same question: Who counts? At the same time, we must not forget that even for those white men who had the good paychecks, working on an assembly line or in a mine was dehumanizing, backbreaking, and most important, soul-breaking work. Whatever the wages and benefits, humans should not do the work of robots.

			If we should not romanticize the postwar salaryman, neither should we, at the same time, romanticize the freelancer. This capitalism of independent workers and flexible firms will not naturally be better. Industrial capitalism did not naturally provide the well-paid, stable factory work for which we are nostalgic. For a century, there was a bloody struggle between labor and capital over how capitalism’s growth was divvied up. For workers, industrialization meant decades of fear, growing inequality, and shortened life expectancies.13 By the end of the nineteenth century, industrial capitalism had produced a world of grinding poverty, substandard tenements, and political unrest. To deny, dismiss, or simply overlook this wrenching reality that went hand in hand with industrialization, by making only the case that new jobs and economic growth were the result, ignores the reality of that brutal world.

			Most of us aren’t consultants, temps, or day laborers, but that world of flexibility defines our work lives. These workers, whether they are at the top, like McKinsey consultants, or at the bottom, like undocumented workers, offer employers alternatives to providing secure employment. We can’t turn back the clock, but neither is insecurity inevitable. Only by understanding how these ideas and institutions came to be so powerful can we meaningfully act to once again make capitalism work for us, not work us over. Laws matter in how capitalism plays out, but organized power—of both labor and capital—matters more. Reading this history will, I hope, point us toward a better understanding of our lives to come.

			Temp is the history of how American work and American business—and perhaps even the American dream itself—became temporary. This history traces the rise of the stable work and stable investment that happened after World War II, in that period that historians called the postwar—from 1945 to 1970—and how it came undone. Although the first part has an easy name, “postwar,” the second part, the fall, does not. Various terms have been proferred: neoliberalism, age of turbulence, postindustrialism, the service economy, late capitalism, the regressive era, post-Fordism, post–Jim Crow, new Jim Crow, age of Reagan, and many others. Notice how none of the -isms have stuck. We are still living in this post-postwar moment that has yet to be completed, and when you live in a moment it is hard to name. But perhaps not for long.

			This book, then, should not be seen as either for or against temping (or consulting, or freelancing). Though it focuses on a few firms and leaders, it is not even really about Manpower or McKinsey, Elmer Winter or Marvin Bower, but about how work and society in every business has changed because of choices made. Today, if our emergent flexible economy was all bad or all good, there would be no need to even make a choice. The ambiguity and complexity demand that we understand all sides of these issues, and formulate policies to separate the good from the bad, in order to make the best of the situation. Just as the industrial economy offered inequality and growth, so, too, will the digital economy. We need to understand that this flexible workforce can be, depending on the choices that we make, either the liberation from wage work that Americans have so long yearned for or damnation to insecure lives in an unequal society. The decision is ours.

		

	
		
			CHAPTER ONE

			Making Company Men

			Before the 1930s, Americans assumed that individuals, especially if they were men, were responsible for their own work lives. Workplace rights owed more to union bargaining—a manly showdown, not a legal negotiation—than federal regulation.1 Suckers were born every minute, and it was every man’s own responsibility to make his way in the world. Markets were king. Popular faith in markets reached a crescendo during the heady days of the 1920s, when it appeared that the economy would continue to grow without bound. Contemporaries called it a New Era, when the recessions of the past would never happen again. A new kind of corporation, pioneered by General Motors, showed how a modern firm could be run and deliver truly innovative products. Industrial peace had been achieved, it seemed, through rising wages, not through Russian-style revolution. Exciting new products based on the proliferation of urban electricity could be found everywhere those cables traced out their power. The stock market went up, up, up. All these new gizmos and rising stock prices nonetheless hid a weakness in the economy.

			When the Great Depression came, the industrial economy unspooled, but just as important, so, too, did the stories that explained how the economy worked. Men—good men—lost their jobs. Fortunes disappeared, but so did companies. Supply and demand may have worked in theory, but in reality they just worked you over. In this crisis, with everything up for grabs, industrialists, unionists, and policy makers put American capitalism on a new footing of stability. If the 1920s made the corporation more productive, then the 1930s—through the machinations of labor leaders, clever policy makers, and bureaucratic entrepreneurs—brought that productivity to the rest of America. The political and business choices of the 1930s created a new industrial security—for labor and for capital—that enabled the postwar good life.

			In the process of this reinvention of the industrial corporation came new kinds of work: legal industrial unionists, management consultants, certified public accountants, and temporary foreign farmhands. As the corporation remade industrial capitalism, it pulled in its wake a whole host of new ways of working.

			The Invention of the Modern Corporation

			Historians of the corporation traditionally look to the railroad as the birthplace of its bureaucracy, but the growth of the corporate bureaucracy didn’t really take off until the twentieth century, when manufacturing—with the cars and chemicals it created—became much more complex.2 Like railroads, the new manufacturing corporations required precise coordination over time and space—or engines exploded. These new entities required a level of complexity that one person, or even a small group of people, could not oversee by themselves. For the first time, layers of management were needed in order to effectively run an enterprise. As American capitalism transitioned from simply moving wood and grain to creating steel and cars, the necessity for coordination grew in all big companies that used the railroads. After the Civil War, huge industrial concerns used holding companies to buy out their rivals, as well as their suppliers. Steel magnate Andrew Carnegie bought into Henry Frick’s business, not because Frick made steel, but because he supplied the coal to run Carnegie’s plants. To the public, the purpose of these trusts appeared to be monopolistic control (and sometimes it was), but that was not the only goal. For the industrialists, it was just as often about guaranteeing necessary supplies. Markets could not be trusted.

			Coordinating activities across national and international distances required a lot of confidence—a level of faith that market transactions often could not provide. Eliminating markets was the dream of the nineteenth century—and not just in terms of suppliers. From 1895 to 1904, eighteen hundred industrial firms consolidated, with three quarters of them merging five or more companies.3 Accelerating in the 1890s, trusts began to dominate every area of the U.S. economy. These grand consolidations included the epochal U.S. Steel, but also lesser-known oligopolists like American Chicle, American School Furniture, American Seeding Machine, American Snuff, and American Stogie—all of which controlled more than 70 percent of their respective markets (except U.S. Steel, which only controlled about two thirds of the U.S. steel market).4 Every industry had its trust, amalgamating smaller entities from the old manufacturing regimes. Out of this burst came the grand industrial names of the twentieth century: DuPont, Eastman Kodak, International Harvester, National Biscuit, Amalgamated Copper, and International Paper. Industrial “markets” were monopolies in disguise, with vast, centrally controlled networks of supply.

			The formation of U.S. Steel, through which J. P. Morgan combined Carnegie Steel with a few other major firms, was significant not only in its size (as the first billion-dollar firm), but in its meaning for the twentieth-century corporation. Morgan realized that by the turn of the twentieth century, the holding company had encountered its limit. Holding companies were flexible affairs, but in the absence of the market’s discipline, they offered none of their own. For ever more complex manufacturing, access to supplies, like iron or coal, was not enough. The industrial corporation of the twentieth century offered more control than a holding company, but without sacrificing its scale. This careful balance was worked out, for the first time, at General Motors, as it was transformed from a holding company into the archetype of the modern corporation.

			Unlike all the would-be auto magnates, such as Henry Ford, William Durant, who would later found General Motors, was no mechanic. He had no interest in futzing with engines. Durant believed in selling, not making. He believed in growth, not management.5 Durant had started his working life as an insurance salesman in Flint, Michigan, which was, at that time, a boomtown filled with possibilities. He made his first million by selling horse carts, starting in 1885. And when he started selling them, he subcontracted their assembly. Like Nike many decades later with shoes, Durant never made his own carts.

			By the late 1890s, Durant was a millionaire many times over. Little interested in actual manufacturing, Durant moved his headquarters to New York to be near other important businessmen and to make the financial connections to expand his interests. By 1908, he had begun to notice that the automobile industry was finally emerging from mechanics’ garages, threatening to upset his cart business. As Henry Ford rolled out his Model T, Durant set about creating his own automobile empire, but on a completely different basis. Where Ford relied on his mechanical genius, Durant relied on his genius for selling. Ford refused outside investment, especially from Wall Street bankers, while Durant relied on borrowed money and stock swaps to buy out the competition.6 In a few short years, he bought the distressed assets of Buick, Oldsmobile, and other auto manufacturers, assembling them into a holding company that he called General Motors.

			Durant’s interests continued to grow, but he brought no discipline to his enterprises. He bought out as many suppliers and assemblers as he could, seeking to expand General Motors as quickly as possible. In the process, he so wildly overextended himself that his creditors, a group of Boston bankers, briefly took control of GM. Through an elaborate stock-swap maneuver, however, Durant regained control in 1915. Between 1915 and 1920, the company grew eightfold, but Durant had not learned from his mistakes. This second time around, he reorganized GM in 1917 into an operating corporation rather than a holding company. All the various companies previously held by GM, and allowed to be relatively autonomous, were remade into corporate divisions but were still run mostly like separate firms. But while Durant added companies, he did not add oversight. He was more concerned with sales growth than with profit growth. Making this expansion possible were the chemical fortunes of DuPont, who wanted a piece of the automobile action. During the upheavals of 1915, as Durant resumed control, Pierre du Pont, the head of the DuPont Company, committed more than half of his private fortune to investing in GM. DuPont, the company, invested more in GM than had any other company in U.S. history in another firm.7 Pierre wanted to make sure his investment panned out.

			The freewheeling nature of GM suited Durant’s ego, but it definitely rubbed the du Ponts the wrong way. As long as the expansion continued, the du Ponts held their tongues. Lucky for GM—and the only reason you know its name today—one of those companies that Durant acquired during his binge made roller bearings. The Hyatt Roller Bearing Company was headed by an MIT-trained engineer, Alfred Sloan, who would redefine the corporation.

			Brooklyn-raised Alfred Sloan had joined the Hyatt Roller Bearing Company fresh out of his electrical engineering program. The company made an antifriction bearing that found uses in “cranes, paper-mill equipment, mine cars, and other machinery.”8 Like many firms, however, it made a good product, but not much profit. In 1898, only twenty-three years old, backed by his father and his father’s friend, Sloan invested five thousand dollars and, after success in raising revenues, became its general manager. His real breakthrough came with the rise of the automobile, which needed many, many bearings. Sloan positioned himself as “a kind of consulting sales-engineer” to these early car companies, and they included his roller bearings in their designs. He had turned Hyatt from a technologically sophisticated but stagnant firm into a prosperous one. Through his sales, Sloan made contacts and grew familiar with the entire automobile industry. He was no salesman, but he did not need to be. He sold bearings to large manufacturers; with only a few customers, he could produce in volume. As an engineer, however, he had a very different vision of the corporation than Durant, the consummate salesman.9

			When Durant acquired Hyatt in 1916 as part of his expansion, he paid $13.5 million for the firm, 60 percent of which Sloan and his family owned. Now forty years old, Sloan wanted to be part of something bigger than roller bearings.10 He took half of his payment in GM stock, became the head of a division at GM, and seized the opportunity that presented itself to him.11 At GM, Sloan brought his systematic thought and organizational talents to bear on a much larger challenge. As head of the division of GM that manufactured parts and accessories, he had to coordinate and compare the performance of many different kinds of manufacturing. He set up unified accounting. He standardized organizational hierarchies. Lines of authority and responsibility became clear with a well-structured organization chart. It became the best-managed division of GM. Unlike the other division heads, Sloan could provide clear and reliable information that no other division at GM could.

			Durant cared little about Sloan’s bookkeeping, of course, because he imagined that GM would eventually become the car monopoly. Before Sloan’s intervention, Durant did not even have accountants review GM’s books, and according to Sloan, “did not have a sound concept of accounting as such.”12 Sloan nonetheless slowly began to organize the finances of GM behind the scenes.

			Unfortunately for Durant, the postwar recession of 1920–21 undid his dreams. By the end of April 1920, GM had $167 million in unused inventories. By October, inventories hit $210 million and the demand for automobiles had disappeared. Ford cut his prices 20 to 30 percent. Durant tried to maintain his prices, but volume fell to about one quarter of what it had been only months earlier.

			As you might expect, during all of this, GM’s stock collapsed. Durant, always committed to his personal responsibility for success or failure, attempted to buy all the stock on credit. In the end, he could not, as one man fighting the market, stop the price drop. By November 1920, as his attempt was found out and the company spiraled toward bankruptcy, he was ousted.

			Into this gap, the du Ponts, who had assumed control of the company, looked to the sober leadership of the engineer Alfred Sloan, who had impressed the du Ponts with his attention to financial details. Sloan, in turn, offered a reorganization plan for GM with a structured hierarchy of responsibilities, echoing what he had done in his division, and in doing so defined the twentieth-century corporation.

			Sloan’s corporation, which would be called the multidivisional, or M-form, corporation, would attempt to synthesize market pricing with bureaucratic coordination.13 Unlike Durant, who thought market domination led to profits, or Ford, who believed in vertical integration, Sloan had a more nuanced conception of how corporations succeed. Imagine you run a corporation and that corporation has ample but limited capital. How to invest that capital? Should it be in a mine? Should it be in a factory? How to choose? It seems obvious, but Sloan decided to go with whatever was more profitable. If a product, like roller bearings, could be had cheaper in the market, Sloan would shut down the roller-bearing division and take that capital to invest in a more profitable division. Of course, shutting down a GM division would not happen instantaneously; an effort would be made to improve it. But if that did not work, the market could be relied on. In this way of expanding and pruning, profits could be increased.

			To make that possible, Sloan standardized accounting practices across the divisions so that apples could be compared to apples (if apples were revenues, oranges were costs, and so on). He centralized functions that were replicated across Durant’s empire (like real estate, taxes, and accounting) into the headquarters, where a core staff could oversee everything. This reorganization into a bureaucracy increased control and reduced duplication, yet the layers of hierarchy allowed units to operate semi-independent businesses. Sloan’s financial policy imitated that of the du Ponts—direct financial control.14 Whereas before, each unit had controlled its own cash, all money would now be centrally allocated. All incoming money went to the finance department. Divisions would submit monthly reports on expenses, revenues, and anticipated needs. Money would then be dispersed or not dispersed depending on whether the financial executives thought it would be prudent.

			At any point, Sloan, and by extension the du Ponts, could understand any part of the business—and trust managers to run their own divisions. Internally, other shifts were made to make central control more practical. The heads of the Olds, Oakland, Cadillac, and Chevrolet divisions were all fired. These managers dated from the time when these were independent companies. Their style could not fit with the larger aims of Sloan and the du Ponts. The du Ponts loved it.15

			Sloan’s vision for a car company looked nothing like Durant’s, or even Henry Ford’s. Ford spent the 1920s trying to perfect his monumental River Rouge plant, which could take in raw iron ore (from Ford’s own mines) and output Model Ts. Ford made cars cheaply. Sloan made cars profitably.

			By 1923, Sloan had re-created the entire line of GM cars to offer a spread across price points, to make sure he could sell a car to nearly anybody. Cadillac was the most expensive, then Buick, then Oakland, then Oldsmobile, then Chevrolet. Because of a price gap between Olds and Chevy, GM created Pontiac. Instead of selling to one kind of customer (like Ford), GM pioneered market segmentation in a rational way that no consumer goods company before it had done. At the same time, though nineteenth-century industrialists faced sporadic and uncertain supplies of basic goods in the market—remember Carnegie’s problem with coal—by 1920, these markets were well developed. Production would not shut down for want of coal, or steel, or rubber. So Sloan decided to forgo owning the less profitable mines and concentrate his investments on the more profitable car-assembly business.

			As GM rose, the holding company fell. General Motors’ centralized bureaucracy and multidivisional structure would be the blueprint for the industrial corporation of postwar America. Rebuilding America’s corporations to this blueprint required a new class of professionals—accountants and consultants.

			The Emergence of Accounting and Consulting

			In the 1920s, finance had simply become too exciting to resist. All the speculation (and fraud) made some rich (and others poor), but it didn’t create the orderly world that Sloan envisioned. After the Great Depression, Americans longed for order, especially at work. To make that happen required keeping the corporations honest and modernizing their organizations. To do this, a new cadre of professionals emerged: accountants and consultants. These two professions seem very different—accountants checking the books, and consultants telling firms how to run themselves. Indeed, at their origins, and in their paths over the subsequent decades, their two very different roles tangled—and not always for the good. The line between them in the 1920s was far blurrier, and more consequential, than one might imagine, and is so today.

			Public accountancy, as a profession, preceded consulting by only a few decades, but in the 1920s, the age of the M-form corporation, it assumed a centrality to the most basic operation of capitalism: investment. The separation of management and ownership required a certain transparency in how the business was actually being run. Clear facts about the books were necessary if the stockholders were to know what they were investing in. Public accountants, with their codes of ethics and annual audits, smoothed over some of the conflicting interests of shareholders and top management. Glenn Petty was a young accountant at Lybrand, Ross Bros. and Montgomery, only a few years out of Wharton, when the Great Depression struck. He’d watched from his Philadelphia office as the bank across the street folded and his coworkers rushed out with the rest of the crowd to get their deposits. But while banks collapsed, accountancies did not. In fact, work increased. In the aftermath of the crash, scrutiny of corporations increased. In 1932, the New York Stock Exchange required independent audits of all corporate statements, which was reinforced in 1934 by a new federal agency to oversee the financial system—the Securities and Exchange Commission (SEC).

			In its oversight capacity, the SEC demanded—for the first time—that publicly traded corporations have their accounts audited, and that these audits be made public. Never before had corporations been forced to open their books to the world. In the previous two decades, corporations had grown more complex. All this oversight came with a price—more accountants. Corporate auditing by independent accountants was seen, both on Wall Street and in Congress, as a safeguard against any more tomfoolery. Public accounting became the go-to bulwark against capitalist crisis. Petty, like other public accountants, had clients who had “new sets of rules to comply with” and “many reports.” Someone, for the first time, was “looking over our shoulder on the reports” on corporations. The information needed to be correct or there would be legal consequences. More forms meant more work. Accounting was just one of the new ancillary professional services to expand.16

			If accounting helped executives understand what was happening in these multidivisional corporations, then consultants helped those executives decide what to do with that information. Management consulting grew out of the same origin as Sloan’s modern corporation—scientific management paired with managerial accounting. But over the decades, it would become something much more important: a vehicle for rapidly collecting and then selling ideas about how businesses ought to be organized.

			In 1926, James “Mac” McKinsey had started a company in Chicago that, building on the teachings of industrial engineer Frederick Winslow Taylor, helped businesses to better manage their operations, but through careful analysis of the accounts, not the production line. McKinsey, like Sloan, believed in the synergy of research, accounting, and management. University of Chicago trained, he became a certified public accountant in 1919. In 1922, he published one of the first books on how to use accounting to manage firms, Budgetary Control, followed by Managerial Accounting in 1924. Unlike his contemporary engineers, who understood a business through the machines on the production line, McKinsey started with the accounts, with the abstraction of numbers.17 The thinking here, reasonably enough, was that if you knew a lot about a firm’s balance sheets, you could probably help them make more money. McKinsey offered this analysis to clients, starting his own eponymous firm in 1926. It would eventually become the most influential consultancy in the world. But then, McKinsey & Company, like many advisory firms, blurred the lines between accountant and “management engineer.”18

			That same year, a young Marvin Bower, the future leader of McKinsey & Company, thought he would become a lawyer, only to have those hopes dashed. He grew up in a middle-class family in Cleveland, Ohio, and had made his way to Brown University in 1921, where he studied philosophy and the new field of economics.19 He followed Brown with Harvard Law, going to Cambridge in 1925. He graduated, but his grades in law school would not get him a job at his choice Cleveland law firm—Jones, Day.20 To join that firm, a graduate needed to be in the top 5 percent of his class or on the Harvard Law Review.21 Bower, now twenty-five, made the unusual choice in 1928 to cross the Charles River and enroll at Harvard Business School for an MBA. The dean of Harvard Law tried to offer him a job at International Paper, telling him, “My God, Bower, you are about to graduate from the greatest educational institution in the world and you are going to that place!”22 After two years, Bower graduated, but in those two years American business had gone from dizzying growth to vertiginous collapse.

			When he did join Jones, Day, Bower found himself handling the wreckage of the Great Depression. His firm, which had been involved in the bond issues of leading Cleveland manufacturing companies, now tried to maximize the return for those bondholders by helping the companies get back on track. With his unusual combination of degrees, Bower found himself meeting with the CEOs of leading firms like Midland Steel and Studebaker. Their troubles were not legal troubles but business troubles. “No one asked why these companies had failed,” he later said.23 In this moment, Bower started to feel his true calling: consulting with CEOs to wring value out of firms in crisis. As a lawyer, he oversaw the reorganization of eleven firms over the next three years—despite being the tender age of twenty-seven—and learned firsthand how to bring change to corporations.

			When firms began to default on their bond payments, Jones, Day would help them restructure their debts. Bower designed these new capital structures, which he thought was fun.24 Actually implementing them involved writing long legal documents, which was boring. Even as he enjoyed thinking about business, he realized that his approach was amateurish, at least in comparison to the professional expertise of his firm’s legal partners. He thought there should be a comparable professional firm for business problems.

			By 1933, Bower decided that he liked consulting more than law, but the kinds of advisory services he offered didn’t fit well with existing professional firms, and more than anything Bower thought of himself as a professional, not as a technician. Accountants audited and prepared the books. Management engineers optimized factory production, but they were few and far between, and when they did exist, they parroted Taylor and found ways to cut costs. Bower did something harder than just cost cutting. He looked for ways for companies to grow.

			He started to look around, and one of his old professors at Harvard Business School suggested that he contact James McKinsey, who ran a hybrid accounting/management engineering company in Chicago. McKinsey, like Bower, was well educated, and his firm worked on the kinds of problems that interested Bower. Still, Bower wasn’t sure about leaving his high-prestige job for this small, unknown firm far away from his native Cleveland. But as Jones, Day threatened to cut all salaries by 25 percent (it was still the middle of the Great Depression), he decided to trek to Chicago to meet with McKinsey. Bower told him about his work at Jones, Day. He told him that the business problems interested him much more than the law problems and that he longed to be part of a consulting firm that was run as professionally as his law firm. McKinsey told him, “Why don’t you join us and enjoy your work completely?”25 “My colleagues in Cleveland thought I was out of my mind when I left a leading law firm to join an unknown firm in an unknown field,” Bower said, “but I was confident that I was taking advantage of a great opportunity.”26

			The firm advised industrial companies on how to best use their labor, their machines, and their capital, combining the skills of public accounting, corporate law, and management science. During the 1930s, as businesses collapsed, services to cut costs and improve efficiency were in demand. McKinsey spoke widely and publicly on business issues, helping to found the American Management Association. The firm grew rapidly and opened a branch office in 1932 in New York City.

			From the beginning, McKinsey had tried to standardize the analytic approach of the firm. With his General Survey Outline—perhaps the first business framework, as we would call it today—all management engineers were supposed to be able to understand any firm’s operations. Following a checklist, an associate or partner would start with the industry, then the company, then “all major functions: marketing, manufacturing, facilities, control, finance, personnel, etc.”27

			Bower appreciated the reliance on numbers, but disagreed with Mac that the same person should audit the accounts and then decide, as a management engineer, what to do with them. Students do not grade themselves, and neither should consultants. The people who counseled a business on how it should be run, Bower thought, should not at the same time be in charge of determining whether those choices were profitable. The conflict of interest was suspect and made such an arrangement unprofessional.28 Some accountants (who were intimates of the businesses they audited) nonetheless provided that assistance, though often in hushed tones. At Ernst & Ernst, for instance, these “special services” smacked a bit of going against the impartiality of public accounting. Mac McKinsey thought that the “favorable economics” made it irresistible, and that Bower’s troubles with the system were unfounded.29 As an associate, and then a junior partner, Bower politely agreed to disagree with Mac.

			At McKinsey & Company, Bower did enjoy all his work. Within a year, he was overseeing the New York office.30 Like Mac, Bower believed in the power of facts to change firms. McKinsey’s facts came from the accounts, but Bower’s facts came from everywhere. He believed in interviewing workers from the bottom to the top to find out how a business actually worked.

			A turning point for McKinsey came in 1935, when they landed the biggest engagement yet—Marshall Field. Consultants had a reputation, Bower feared, for being called in as “business doctors” only when a business was dying. It was hard to convince clients to bring McKinsey in, because it signaled ill health. But Bower knew that if they could succeed with a big name like Marshall Field, McKinsey & Company would be on the path to success.31

			Marshall Field, the venerable Chicago catalogue operation and department store, hired McKinsey to examine its operations, which spanned wholesale, retail, and manufacturing. Mac oversaw the Chicago engagement, but Bower traveled to examine its textile factories in the South and its buying operations in New York. The investigations revealed what had been suspected—Marshall Field’s wholesale and manufacturing operations were bad investments. The McKinsey report “call[ed] for the liquidation of the wholesale business, sales of the mills, and the Mart,” which was then the largest office building in the world. It was a stunning intervention, but the Marshall Field leadership was convinced. In September, Mac was offered the chief executive position at Marshall Field to carry out the transformation while still running his own business. He accepted, and looked for a way to keep his own firm going. He decided to merge James O. McKinsey & Company with another accounting firm, Scovell, Wellington & Company, in 1935.32

			This “shotgun marriage,” as Bower later referred to it, did not succeed. The cultures of the two firms could not have been more different. First names were used at McKinsey, Mr. So-and-So at Scovell. Senior partners got copies of every letter at Scovell, while McKinsey partners believed in confidentiality (especially with clients). Moreover, Bower’s long-standing suspicion of accounting came to the fore. Frustration with the situation forced Bower to consider in a systematic way how he thought a consulting firm ought to be organized.33

			The next two years were volatile. The merged firm landed some big names—U.S. Steel, H. J. Heinz, United Parcel Service, Lukens Steel—all of which struggled with new federal laws and the Great Depresssion.34 Despite attracting important new clients, the merged firm also lost their most important one. In May 1937, U.S. Steel withdrew from its engagement after only a year, eliminating 55 percent of the firm’s revenues. That business tragedy was soon followed by a human tragedy.35

			In November 1937, McKinsey suddenly died from pneumonia. In the aftermath of McKinsey’s death, Bower stepped in and led the firm, building on Mac’s legacy, but with his own vision. The reason that McKinsey & Company is the global consulting phenomenon it is today is Marvin Bower—Harvard Business School graduate, former lawyer, and young management engineer.

			With a few other senior investors, over the next two years, he bought out the New York and Boston operations of the firm and set about remaking it as he thought it should be: professional and fact driven, but independent from accounting.36 The Chicago office went to another partner, A. T. “Tom” Kearney, who still believed in the older way of doing things.37 McKinsey, Kearney & Company became, within a few years, the more familiar A. T. Kearney & Company. The New York office and the name McKinsey & Company went to Bower.

			First, Bower jettisoned the accounting department. He stopped doing anything that could compromise the appearance of objectivity or present a conflict of interest. He believed in professional ethics before all else. He stopped, for instance, executive recruiting, since it seemed to tarnish the firm’s impartiality. In his view, consultants did not hire and fire individuals; they defined job requirements. Recruiting smacked of subjectivity. He ran McKinsey, in short, like a law firm, and in 1939, he stopped calling his colleagues management engineers and gave them a new, more professional, title: management consultants.

			How the New Deal Created the Good Job

			If General Motors defined the new organization of capital, it also, despite itself, defined the organization of labor as well. It would be at General Motors that the promise of industrial democracy—workers sharing in industrial productivity—would be realized, but not without a fight. The fight would be on the factory floor, but it would also be in the courts. This new labor model—good pay, job security—would be possible only because of the success of the M-form corporation. But it would be new laws and, more important, new labor organizations that turned industrial growth into democratic prosperity. For the first time, the wealth of the industrial revolution was extended to the rest of America. Just as Sloan had organized the industrial corporation in the 1920s, another man, John L. Lewis, would organize industrial labor in the 1930s.

			It had started in Washington, D.C., just around the same time that Marvin Bower had joined McKinsey. During his first hundred days in office, President Franklin Delano Roosevelt offered legislation intended to remake the U.S. economy, from farm to factory. FDR announced his policy ideas that came to form the core of the bill on May 3, 1933, during his second Fireside Chat, a weekly radio broadcast in which FDR addressed the nation. He called for a partnership in planning between government and business that would give the government the power to directly interfere in business practices like union negotiations and wage setting.

			Two weeks after the chat, FDR delivered his legislation to Congress. The National Industrial Recovery Act (NIRA) intended “to promote the organization of industry for the purpose of cooperative action among trade groups”—that is, to allow them to meet to set wages, a meeting that would ordinarily have been in violation of antitrust laws. These codes, organized through the National Recovery Administration (NRA), set standards for every industry and were, in large part, to be written by industry leaders. Roosevelt’s ambition was to create codes of fair competition with standard wages and business practices. Colluding through these codes, manufacturers, in concert with government regulators, could agree on fair wages and working conditions. Child labor, for instance, could be banned, for the first time, from Southern textile mills. Such controls would, in turn, stabilize a downward spiral of wages. The only hiccup in this plan was that it was both unconstitutional and at odds with traditional economic thought. Child labor, for example, had been repeatedly ruled by the Supreme Court as beyond the federal government’s ability to regulate. One of his advisers questioned his programs: “You realize then that you’re taking an
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