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CHAPTER 2  

SCHAEFER V. GENERAL ELECTRIC 

 

Like Betty Dukes at Walmart, Lorene Schaefer was well-qualified, ambitious, and 

determined to succeed. As one of a generation of women entering the workplace during the 

1980s and 1990s—a time when women were making gains across the professional sectors—

Schaefer likely wouldn’t have seen any reason why her gender should stand in her way. She 

had graduated from law school in Cincinnati in 1989 in the top ten percent of her class. Soon 

after that, she landed a job with a large national law firm—and gave birth to twins. Within a 

few years, she became part of the legal team at General Electric, joining GE Aircraft Engines 

as Counsel in the Company’s Litigation Department. As part of that legal team, she was 

recognized as a top performing employee and awarded stock options by then CEO Jack Welch.  

GE in the 1990s was an exciting place to work. Although women’s roles at GE had 

once been limited to the secretarial pool, by the time Schaefer came on board at the company, 

there were women throughout the legal ranks, in both entry-level and management positions. 

Under CEO Jack Welch’s leadership, the company was routinely rated as one of the most 

admired and successful in the United States, if not the world. Schaefer’s new job seemed to 

offer immediate responsibility and opportunities to advance.  Welch preferred to keep upper-

level staff moving around between GE locations and also to new divisions and specialties they 

knew nothing about. To move up the GE executive ladder, Schaefer would have to be willing 

to switch jobs and even divisions every few years. She was prepared to do all of that, even 

living apart from her family for eighteen months in order to take advantage of an opportunity 

being offered her at a GE location in Atlanta.  
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 Over the next thirteen years at GE, Schaefer received superb performance reviews.  

Even so, she seems to have hit her head on the proverbial glass ceiling. Despite her willingness 

to move around and all the awards for excellence, she was never promoted to the Senior 

Executive Band compensation level, despite the fact that male employees who previously held 

her positions were being promoted to that level all around her.  

*** 

In the last chapter, we saw how Sam Walton’s Walmart business model was forged in 

a post-World War II era, during a time of relative stability for the American economy, when 

women entering the workforce had fairly low expectations for how far they would be able to 

advance, the kind of cultural norm that Walton was handily able to exploit by offering low 

wages—while nickel and diming his workers using wage theft practices.  

Jack Welch began his career in business during the 1960s, a time when revolution was 

in the air, and when women’s expectations were starting to change along with it. From his 

earliest days at General Electric, Welch sought to shake things up. The son of Irish Catholic 

working-class parents in Massachusetts, he went to the University of Massachusetts, a land 

grant public university, just as the dream of college was opening up for working-class families 

in the US. He did well and went on to the University of Illinois, where he got a Ph.D. in 

chemical engineering in 1960. That same year, he joined GE as a junior chemical engineer. 

That first job almost became his last. A year after he arrived at GE, feeling “underpaid and 

undervalued,” he threatened to quit. His main objection was that he was getting only a standard 

bonus when he felt he deserved more. But that wasn’t how GE during that time period worked.  

The company’s CEO back then, Reginald H. Jones, ran GE as most CEOs did at the 

time, under the assumption that individual monetary incentives undermined teamwork. CEOs 
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in that era tended to care about steady growth that worked well for shareholders, managers, 

and employees alike. Welch, disgruntled about the size of his bonus, was on the verge of 

taking another job when a supervisor talked him out of it—and tripled his raise.  Then, in 

1963, a factory that Welch was managing suffered an explosion that blew the roof off the 

building. Welch was almost fired, but true to its values of loyalty, the company allowed Welch 

to stay on. In 1968, Welch became the vice president and head of GE’s plastics division, a 

major role. By 1971, he had been appointed vice president of GE’s metallurgical and chemical 

divisions as well. And so it went on, with Welch being promoted and elevated through the 

company until he reached senior vice president, vice chairman and eventually chairman and 

CEO. The year was 1981, and Welch was the company’s youngest CEO in history at the age 

of 46.  

Welch assumed the helm at GE in the midst of the worst recession since the Great 

Depression. The United States, which emerged from World War II as the world's dominant 

industrial power, now faced increasing competition from abroad, and the Federal Reserve 

Board’s efforts to fight stagflation of the 1970s had plunged the country into a deep economic 

nose dive. Reg Jones knew that GE was in trouble and he picked Welch to shake things up.  Now 

that he was running the company, Welch went to work dismantling the same culture that had 

elevated him to the top of its ranks. The early 1980s were a significant time in the history of 

American corporate management. A group of academics and ambitious corporate executives like 

Welch bristled at what they saw as the bloated, inefficient, and insular bureaucracies around 

them.  They were ready for a new set of ideas that would disrupt corporate America’s status quo 

and open the door to an energetic and talented new generation. What was about to take place was 
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an unprecedented shift in corporate values that is crucial to understanding what is happening to 

women in our present-day workplaces.  

Until the 1980s and 90s, the American workplace had been dominated by an insular 

group of corporate executives who fit a certain mold: white males (often college graduates) 

who believed that as long as they were loyal to the company, the company would take care of 

them and their families for the rest of their lives. These men (and they were all men) joined a 

management training program shortly after they graduated from college and proved their 

worth over the course of a lifetime with the same company. They “belonged” to companies 

they saw as giving meaning to their lives;1 they came to think of themselves as “an IBM man, 

a Corning Glass man or a Sears man.”2 They even looked alike, as the overwhelmingly white 

male executive corps donned their dark suits, white shirts, and skinny ties and trudged off to 

work. This group had a sense of solidarity, they took care of their own. They had been shaped 

by the Great Depression and World War II to look out for one another. And the management 

ethos of the era further reinforced this sense of commonality. Fitting in involved buzz cuts 

and a home in the right suburb, it also meant having the same, or at least several overlapping, 

main hobbies: golf, tennis, fishing, hunting, and the like. Not only were these men trained to 

work together on the job, but they also had the same interests, which created camaraderie and 

the ability to do business both inside the office and outside on the golf course. It was a culture 

that excluded women and people of color almost entirely, unless they wanted to work as 

assistants or cleaners.  

In his book The New Industrial Estate, written in 1967, the 20th century economist John 

Kenneth Galbraith praised this “technocratic” system for its scientific management that valued 

expertise and saw the best decisions as emerging from consultation and collaboration. The goal 
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was to forge a single group personality greater than the sum of its parts.  Galbraith observed that, 

in corporate America generally, individuals were expected to live up to a high level of personal 

honesty, and they benefitted as part of a group, rather than as individuals competing against each 

other for promotions or bonuses. Pay levels, whether generous or not, did not vary with firm 

profits, and the CEO’s income, which was not that much higher than that of other senior 

management officials, paled in comparison with the compensation levels of CEOs’ today.3 In the 

1950s and 60s, the ratio of CEO to worker pay was about 20:1. (Today it’s a mind-blowing 361: 

1.4) Monetary bonuses back then were equally modest. Acting on self-interest was not what “a 

good company man” did. Instead, the executives of the era gained status through their 

identification with the firm and saw their individual opportunities for advancement as 

intrinsically linked to the company’s prominence.5 Modern management theorists argue that this 

holistic conception of loyalty to the institution provides a better motivator than monetary 

rewards, and makes it easier to coordinate management efforts than more competitive 

management systems.6 High marginal income tax rates supported this system—after all, what 

was the point in earning vastly more than everyone else if the government was going to make 

you pay most of it in taxes?  

Critics of the Company Man on the other hand, lampooned the omnipresent “organization 

man,”7 and faulted him for his obsession with “fitting in” and failing to take risks that might 

endanger his secure sinecure or the company’s fortunes.  The mid-century journalist William 

Whyte was one of these critics. In 1956, he published a book of interviews with CEOs of some 

of the biggest companies of his time, The Organizational Man, where he argued that without 

outsized compensation, getting to the top just wasn’t worth it: “Why knock yourself out” he 

asked, when the “extra salary won’t bring home much more actual pay”?  Whyte marveled at 
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how the college graduate of the times would happily accept a job at a company like GE over a 

competitive sales job at a smaller firm that promised twice as much. The men who Whyte 

scorned viewed their relationship with their companies “to be for keeps.” They knew their bosses 

were looking for a “practical, team-player fellow” with “human understanding,” rather than 

creativity and brilliance. Whyte detested this world which placed so much emphasis on 

community over individualism and careful debate and testing of initiatives over risk-taking. He 

disliked that the average 1950s executive preferred the “good, equable life” over working too 

hard.8 He suggested that values like security, loyalty and reciprocity only produced laziness. The 

solution, he believed, was to place more emphasis on wealth, innovation, and personal ambition.  

Galbraith and Whyte disagreed about what part of this corporate system comprised virtue 

and what part presented weakness, but they largely agreed that the white male executive of the 

postwar era was defined by his sense of community, collaboration, and conscientiousness.  

Reading Galbraith and Whyte today, it’s hard not to be struck by their descriptions of the 

Company Man’s traits, which sound remarkably similar to those used to define traditionally 

“feminine” qualities. After all, today, it is women who are supposed to be the ones who prize 

cooperation over competition, concern for colleagues over greed, and virtue and honor over 

personal advancement.   

For his part, Jack Welch was firmly in the Whyte / reformer camp. Welch saw the 

company he had inherited at GE as a Galbraith-style old school bureaucracy that stifled the 

best and was not going to be able to compete with foreign competitors challenging American 

manufacturers. By the time Welch rose to the top of the ranks, the storied company was almost 

a century old. Founded by Thomas Edison in 1889, GE was a major player in the business 

world of mid-twentieth century America, not only dominating the market for heavy electrical 
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equipment, but having some of the best research labs in the world and anticipating the next 

generation of technological innovation.  Like a good “organization man” company, GE prized 

collaboration. A young man was taught, “To get ahead, he must co-operate with the others—

but co-operate better than they do.”9 And that civility paid off, because nice guys—at least at 

that time—could finish first. GE considered the “acid test” for true cooperation to be loyalty—

reciprocal loyalty between superiors and subordinates.10 

After Welch took over as CEO, he set about enacting major systemic change, not only 

getting rid of the bureaucracy and the inefficiency within GE, but also many of the employees. 

As he explained in his autobiography, business is a competition that allows for no illusions or 

sentimentality. Winning the competition “both morally and practically, had to come first.”  

Welch refined this insight during a period when corporate raiders routinely threatened what they 

saw as complacent management teams with hostile takeovers; they would buy up a controlling 

share of the company’s stock and put in new management. He became known as Neutron Jack, 

“the guy who removed the people but left the buildings standing.” He brushed off criticism about 

his ruthlessness in closing plants and laying off workers, later writing that “I've never seen a 

business ruined because it reduced its costs too much, too fast.”  

What his ruthlessness also did, perhaps not coincidentally, was to provide an 

immediate boost to corporate earnings at a time when reported earnings could make CEOs 

like Welch incredibly wealthy, without any necessary relationship to whether the decisions 

were good for the long-term health of the company. He set new benchmarks for CEO 

compensation, as corporate boards used increases in one company to justify increases in 

others.   
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Over the course of his tenure at GE, Welch’s annual income rose from $4 to 16 

million—though he actually took home much more than that. A large part of his pay was in 

the form of bonuses and stock options tied to the performance of GE share prices; in 1999, 

Welch’s unexercised stock options were valued at more than $260 million.11 During the 

eighteen-year bull market that characterized most of Welch’s tenure, GE’s revenue grew 385 

percent, while the company’s stock market value rose 4,000 percent.12  Welch realized that he 

could keep corporate raiders at bay (and keep his job) by beating earning expectations every 

quarter. Even if it was only by a penny or two, he went on to do this virtually every quarter 

over his two-decade tenure. In the process, Welch helped to usher in one of the most 

significant transformations in corporate American history.  

Welch and others like him left the old managerial era in the dust, replacing it with a 

new system of “shareholder primacy.” What shareholder primacy means is that shareholders’ 

interests become the dominant priority of a company, more important than those of any other 

stakeholder. Although a corporation could prioritize other stakeholders, such as employees, 

customers, and the public interest, under shareholder primacy, the CEO’s principal objective 

changed from long term corporate growth to short term maximization of share price. Selling 

off or dismantling a plant with high costs could immediately boost earnings—even if that 

plant had the potential to be a profit center down the road. The same went for cutting basic 

research and development, investments that paid off only in the long term if at all. Welch 

accordingly cut such expenditures as aggressively as he closed plants and laid off employees, 

and personally reaped the benefits. GE no longer ran innovative plastics labs unless they 

contributed immediately to the bottom line. 
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To create the right incentives, top executive salaries became tied to share price. And to 

further reorient the company to reflect these new values, Welch instituted a bonus system that had 

a lot in common with Walmart’s: each year, the top performers were handsomely rewarded, while 

the bottom 10% were let go. Welch delighted in reaching down into the ranks and promoting 

promising executives ahead of others. He emphasized how much he detested bureaucracy and 

wanted executives “with confidence to spare,” who would take risks and push through needed 

reforms. This move to high stakes bonus systems in the 1990s shifted the corporate bragging from 

“my company is bigger than your company.” in the post-war era to “my bonus is bigger than your 

bonus.”  This new system changed the rules. The old rules aligned company prestige and individual 

identity. The new rules were every man for himself. 

Values of cooperation, employee loyalty and long-term health prized by Welch’s 

predecessors were replaced by a GE that existed only to maximize its return to shareholders – 

and where executive bonuses were tied to the rise in share prices.  Welch began to regard 

employees, customers, and the broader community as no more than pieces on a chess board to be 

used to advance those objectives.  And while under the old system, CEOs like Welch often saw 

themselves as stewards for a company that stood for something larger than themselves, the new 

system elevated executives who understood how to use the system to enhance their personal 

perks and power. 

The Welch playbook required a management team that would implement this system that 

benefitted the top at the expense of everyone else. Shutting plants, closing plastics labs, and 

laying off long time employees can be painful. Welch needed subordinates who shared his vision 

of winning, the “new boys” he would promote to outflank the “old boys” of the GE technocracy. 

His innovation was a new management evaluation system.  Dubbed “rank and yank” (a term 
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Welch never liked), the system involved regular performance evaluations that ranked employees 

on a forced curve. Welch handsomely rewarded those at the top while identifying a bottom group 

at risk of dismissal.  The favored group, perhaps 20 percent, would receive outsized bonuses and 

be groomed for promotion. As a junior employee, Welch had bristled at getting the same bonus 

as everyone else on his team.13  As CEO, he increased the number of employees receiving stock 

options from 500 to 15,000 (five percent of GE’s total workforce).  “What a kick,” Welch wrote, 

describing his enjoyment at getting a weekly printout of the names of the employees getting the 

performance-based options.  No more standard bonuses for teams who worked together and 

“collaborated better than others.”   

The bottom group, perhaps 10 percent of the company would be told their performance 

was inadequate.  Every year after that, Welch reevaluated the remaining employees against each 

other, identifying a new group of stars and a new bottom 10 percent.  These changes – the 

increases in executive compensation tied to quarterly earnings and the adoption of more 

competitive evaluation systems – worked together to change the nature of executive 

advancement at GE.  

 Welch himself emphasized in an op-ed written after he left the company that his 

system was about “aligning performance with the organization's mission and values. It's about 

making sure that all employees know where they stand.” If long-time employees objected that 

a new boss disrupted the company’s ethos, ignored long established ways of doing business, 

or cut too many corners, the employee’s evaluation would go down and any grumbling could 

be easily dismissed as sour grapes. Welch even bragged that “one of the most common 

criticisms of [rank-and-yank] is that it destroys teamwork. Nonsense. If you want teamwork, 

you identify it as a value. Then you evaluate and reward people accordingly. You'll get 
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teamwork, I guarantee it.”  With large bonuses for the select winners, Welch believed he could 

produce any results management sought to emphasize, whether defined in terms of subjective 

evaluations that increase management discretion (teamwork!) or reductionist ones tied to 

easily measured factors such as sales or unit profitability.    

Welch, of course, did not invent his system in a vacuum.  Economists and business 

school professors, starting with Milton Friedman in the sixties, had been pushing corporate 

America to focus more on the bottom line and less on such frivolous matters as saving the 

environment.14 But he is responsible for the system spreading like wildfire throughout 

corporate America. From the 1980s, into the 1990s and beyond, Welch wrote business books, 

went on TV, gave talks, he was the paradigm of the successful CEO. Welch’s approach to 

management was widely admired and emulated. Jeff Skilling at Enron is amongst the foremost 

of Welch’s disciples, but at one time, more than half of publicly-traded companies adopted 

rank and yank style systems. In a mark of his pervasiveness, Welch even appeared on the TV 

series 30 Rock as the mentor of Alec Baldwin’s character, Jack Donaghy. His way of doing 

business became the way.  

Welch inspired a version of the corporate universe where the CEO selection process 

prizes the “charismatic” leader, who is seen as having “the power to perform miracles—to 

bring a dying company back to life, for instance, or to vanquish much larger, more powerful 

foes.”  These “big-time” leaders, who typically come from outside, reinforce the identification 

of leadership with classically male traits such as dominance, optimism, and the ability to slay 

dragons. As companies place greater confidence in the external executive market, they also 

invest less in their own managers and increase the emphasis on lateral hires at more junior 

levels. The ability to change jobs and locales at the whim of the powers that be—or the knack 
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of simply appearing to be a hot commodity—becomes necessary for upward 

advancement.  On a statistical basis, incentive pay has been tied not just to opportunistic and 

unethical behavior, but also to illegal actions, “including earning manipulations, accounting 

frauds, and excessive risk-taking” — practices known to have happened at GE and practices 

that might be particularly critical to CEO survival in a downturn.   

While Welch left GE in 2001 with a massive retirement package after 20 years at the 

helm of the company, his legacy lived on in the company’s workplace culture, where outsized 

bonuses could pile up year after year – until the time when a particular employee used to 

getting pats on the back no longer made the cut.  

So what did all this mean for women? By the time Lorene Schafer, the ambitious young 

lawyer, came to work at for Welch in the last decade of his tenure in the 1990s, the technocratic 

ideal – which rested on the notion that the organization is more than the sum of its parts, and its 

strength lay in its ability to weave disparate types of expertise into group-based decision-

making—was gone.  So, too, was the ethos that those inside looked out for their own and the 

conviction that corporate interests lined up with societal interests. It had been replaced by what 

some call “meritocracy” or “hypercompetition.”  We think it can better be understood as 

“hypermasculinity” or, perhaps more accurately, a kind of ruthless tournament culture like the 

one depicted on the TV show Games of Thrones. In this new world, women were welcome to 

enter the game. Some, like Schaefer, appeared to prosper.  But the closer they got to the top, the 

more likely they were to find knives bared for them, stabs to the back they may not have seen 

coming. And the ability for a male supervisor or CEO to replace them or prevent their rise in the 

name of “good business” grew significantly. 
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This is exactly what happened to Schaefer. In 2005, after making multiple moves 

within the company divisions and locations, Schaefer made another move, becoming the 

General Counsel for GE Transportation in Erie, Pennsylvania. At that time, GE Transportation 

was headed by another woman, Charlotte Begley, who soon left and was replaced by a man 

named John Dineen.  

After Dineen’s arrival, despite her consistent track record of success and a recent 

‘commercial excellence award’ from the company, out of the blue, Schaefer learned that she 

was being demoted to a smaller role.   

Schaefer was shocked. She learned about her demotion from Greg Capito, the Senior 

Human Resources Manager for GE Transportation. Capito told her that a committee of seven 

men including her boss, John Dineen had already met and decided her fate. The only reason 

Capito gave Schaefer for her demotion was that Dineen wanted to replace her with a “big time 

GC” (General Counsel.) Capito acknowledged that “this [demotion] probably came as a 

surprise.” It did.15   

After the demotion, Schaefer decided to leave GE, but she was too good a lawyer to 

slink away. Her research indicated that she was not the only woman GE had treated badly.  In 

the Welch era, there had been no women in the company’s top 31 corporate officer positions. 

Welch’s successor, Jeffrey Immelt, did somewhat better during his first year, but Schaefer 

found that women had made no further gains in upper management for the period 2002 to 

2007. She also discovered that GE had six other divisional general counsels (GCs) in positions 

comparable to hers: five men and one woman. Company policy indicated that GCs should be 

appointed at the senior executive band level.  All five of the men, but neither of the women, 
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were members of the senior executive band, and all five of the men were paid more than the 

two women.    

Schaefer hired her own lawyers and in 2007 filed a $500 million class action lawsuit 

on behalf of “a class of more than 1000 similarly situated women at GE, alleging that GE has 

engaged in systematic, company-wide discriminatory treatment of its female Executive Band 

employees and female attorneys.” Unlike Betty Dukes at Walmart, Schaefer wasn’t certain 

that other women would sign on. In an interview with the New York Times she stated that “The 

women at GE are scared to death, so this is the loneliest thing I’ve ever done.” Schaefer’s 

complaint stated that she had “hit the glass ceiling that so many GE women face.”16 After her 

lawsuit withstood the company’s initial efforts to dismiss it, GE settled. Schaefer expressed 

pride at the time at the outcome of the suit, saying that the “results of the settlement will 

benefit women at the company.” In an amicable joint statement, the company thanked her for 

her “valuable services and dedicated professionalism” during her employment with GE and 

affirmed its commitment to promoting women in its executive ranks.17 Like most such 

settlements, however, this one swore Schaefer to secrecy about the details and left the GE 

executives involved in the case free to pursue their careers without accountability for their 

actions. 

Why did Dineen demote Schaefer?  The non-disclosure agreement (NDA) was 

designed to make sure we don't find out, but here’s our best guess. CEOs like Dineen 

ordinarily value GC’s (general counsels) who are competent and efficient and have the 

judgment to resolve disputes before they get out of hand and the experience to anticipate things 

that can go wrong in order to steer the CEO in the right direction.  Given the promotions and 
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bonuses Schaefer received at GE, and the awards she received for her leadership of the legal 

team, she seemed to possess these traits in abundance. So what was Dineen looking for?  

We talked to experts on GE who suggested we think about what was going on in that 

company in that time period.  We looked.  The same year Schaefer was demoted, the first of 

the SEC investigations into the Welch era accounting fraud was in full swing and GE 

Transportation turned out to be a primary target. One of Welch’s early moves as CEO was to 

cut the by-the-books audit staff in half.18  An important second move was the expansion of 

GE Capital, an opaque, highly leveraged hedge fund that at its height contributed 60 percent 

of GE’s profits, and was routinely the most profitable part of the Welch empire. If Welch had 

trouble meeting earnings forecasts, he “could always tweak the earnings by turning to GE 

Capital” to engineer the right numbers.19  His new boys’ club did not dissent. This 

investigation went on for four years and GE spent 200 million fighting it, resulting in the 

company having to pay a $50 million penalty.20  The most important securities violation found 

during that investigation was one where GE Transportation and GE Finance colluded to 

manufacture sham transactions that made GE Transportation’s earnings look better than they 

were. Did Dineen need a GC to protect him from investigation? Not exactly. He wasn't with 

the company when the accounting fraud happened, neither was Schaefer, neither was Dineen’s 

predecessor (and Schaefer’s mentor) Charlene Begley.   

We pressed further. Why did Dineen need a big time GC?   Our experts told us to look 

closer, pointing out that the big fight would be the one happening, not with the SEC, but within 

the company. At that time, GE needed to throw someone under the bus to mollify the SEC.  

Industry analysts quickly started guessing who was going to be fired.   GE needed someone 

to take the fall.   
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Eventually, it was announced that some underlings who arranged the transactions 

would be the ones to go. This almost certainly had to be underlings at GE Transportation. We 

poked some more. GE Transportation was the smallest unit at GE. It made RR equipment. 

There are only a handful of buyers and sellers in this market in the entire country, a small 

group of old white guys who all know each other.  Firing GE's players in these markets would 

be the equivalent of decapitating the entire group. While executives like Dineen and Schaffer 

switch jobs every couple of years, the top RR guys stay put as their personal connections are 

invaluable.  

Here’s where we got to the root of what happened to Lorene Schaefer: John Dineen 

was in a position of extreme vulnerability within the company at the time, and as a result, he 

would have wanted a gladiator at his side who could wrestle with the big boys to protect his 

interests. Not only that, he wanted someone he could trust to do his dirty work for him. If he 

wanted a good securities lawyer, Schaefer fit the bill. If he wanted a good GC, someone who 

efficiently put out fires and made the trains run on time, she had been lauded for these efforts. 

But he seemed to want something else—someone with clout who would stand beside him in 

the trenches as all hell was breaking loose. A former general counsel we consulted said Dineen 

most likely wanted “a war-time consigliere,” a trusted confident,21  who would have his back 

in a fight for career survival.  Schaefer simply didn’t qualify. She was a woman who had been 

appointed by another woman (Charlene Bagley), and Bagley was now head of a different GE 

division, who might be trying to protect the position of her own division in a financially 

stressed GE.  In a system built on distrust, the mentee of your rival is a threat. Plus, in a 

politicized system of decision-making, a woman who ranked below other GCs (perhaps 

because she was a woman) couldn’t give you the edge you needed to outmaneuver other 
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divisions. Dineen needed a subordinate who would make him look good in the company’s 

internal competitions, even if the consequences down the road might be dire.  What Schaefer 

did not understand until it was too late was that he didn’t want a better lawyer, he wanted a 

less scrupulous one. Dineen may have felt he needed someone who looked like him, thought 

like him.  In short, he wanted his own man and Lorene Schaefer was not that “man.” 

In gladiatorial situations like these, women are often the casualties. Just like Dukes at 

Walmart, to the extent that women are perceived as more “honest” or “ethical,” this places 

them at a disadvantage.  And, there is some research suggesting that this assumption about 

women is accurate, that women are “less likely to engage in unethical behavior—such as using 

shortcuts for estimating a method or inappropriately claiming an extra travel expense—and 

are less tolerant of professional misconduct.”22 Meanwhile, studies in corporate ethics show 

that men in leadership positions have a greater propensity than women to behave unethically 

– they “seek competitive success and are more likely to break rules.” Even academic physicists 

describe men in the field as “characterized by assertively engaging in scientific competition. 

In contrast, female physicists, they argue, adopt a more feminine science ethics approach, 

characterized by being more cautious with data and conclusions drawn from data.”   

To the extent women are more likely to be punished for aggressiveness or corner 

cutting, in workplaces like those overseen by a Dineen, they are a liability. And if the CEO 

simply doesn't feel comfortable with a woman, perhaps because he can't read the subtle cues 

that tell him whether she is on the same page or not, he will be unable to trust her. When the 

stakes increase, as they appear to have done at GE Transportation at the height of the securities 

investigation, Schaefer as a GC was a risk Dineen probably felt he couldn't afford.   
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The studies show that in institutions with high stakes bonus systems that push 

employees to take more risks and cut more corners, decision-making becomes politicized. 

Such systems select for those who thrive not just in zero sum competitions, where one 

worker’s gain is another’s loss, but in negative sum competitions that pit employees against 

each other and where everyone (except the person at the top who reorients the company to his 

individual objectives) loses. These negative sum competitions also keep everyone insecure, 

which is almost certainly what CEOs like Walton and Welch wanted. In the process, they 

destroy loyalty to the company and undermine teamwork. They contribute to more politicized 

decision-making and lead to higher turnover. In this environment, there is no point in thinking 

about the larger interests of the company because employees can’t be sure they will be there 

in the future. Every boss wants to know of their subordinates: what have you done for me 

lately and what are you willing to do to help me look good tomorrow? Those who prosper 

become more skilled at navigating the less predictable corporate ranks.  

As the stakes rise, executives become more calculating in their choice of underlings 

and more likely to choose people who think the same way they do. Those ruthless chosen ones 

rise through the ranks themselves and the cycle repeats, further perpetuating the system. And 

so it comes as little surprise that success in corporate America now often depends on how 

little an employee resembles the “organization man” of yore.   Companies that emphasize high 

stakes internal competition tend also to be worse environments for women.  There is a 25% 

difference in bonus earnings, even when men and women hold the same jobs.23  

What Dukes and Schaefer all failed to see was how the rules of the game had shifted 

from practices that rewarded loyalty to the company to bonus systems that turned many 

companies into a game of thrones.  
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After Schaefer’s 2007 lawsuit, it’s true GE promised to do better by its female 

employees, but the company took its time. A decade later, in February, 2017, General 

Electric announced plans to hire 5,000 more women in science, technology, engineering and 

math (STEM) positions by 2020, aiming for a 50-50 gender ratio in its technical entry-level 

workforce. But as Lorene Schaefer discovered, the difficulty is not in getting women to start 

working at GE—the problem was why they are not promoted and not paid the same as men.  

*** 

Schaefer’s experiences, from her steady rise up the corporate ladder to her unexpected 

exit in 2007, to the discrimination that ultimately led her to file suit, are all part of women’s 

experiences in the “new boys’ clubs” of the American workplace.  They are also part of the 

distinctive changes GE CEO Jack Welch initiated that influenced all of corporate America.  

Women are welcome to join the entry level ranks.  They often get promotions and appear to 

prosper.  But to get to the upper reaches of today’s economy, they need to have the right allies – 

and the ambitious often jettison promising women because they fear they may not be sufficiently 

loyal in the ultimate fight to career survival. In this world, the world of high stakes bonuses and 

dog-eat-dog competition, women lose ground. 

What’s true of Schaefer at GE in 2005 is true of women today. Although women have 

made some inroads in nonprofits and smaller companies,24 the number of women in the top 

corporate ranks at the largest companies has remained miniscule. The record high, set in 2020, 

was 7.8 percent, and not one of those women was Black.25 And the pipeline is leaky; women 

remain less likely than men to have gotten advice on how to move ahead in their careers, and 

60 percent of male managers are uncomfortable mentoring women.26 Women are “21 percent 

less likely than their male counterparts to reach the first level of management.”27  Of the 

http://fortune.com/2016/12/07/ceos-women-in-corporate-america/
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women who make it to the senior vice president level, only a small percentage handle the type 

of responsibilities that would put them in line for promotion to the top jobs.28  Even when they 

get to the C-Suite, women are most likely to become CEOs of nonprofits or of failing 

companies that are more likely to derail than advance a career.29  GE Transportation did get 

another woman CEO in 2015 (Jamie Miller) when it was facing tough times; after two years 

there, Miller even became the CFO of a failing GE.30  The new boys included women in their 

most senior ranks only after they had imperiled the company’s survival.    

 Clearly, the shift from the technocratic culture of the 1950s to the Welch era system 

has had a lasting negative influence, especially for women. It’s not just the subtle practices 

that separate male and female employees—those have always been there; what’s changed is 

the management style that determines the winners in what has become a negative sum 

competition. It’s why our once swift progress towards equal pay and women’s success in the 

workplace, from the top to the bottom, has come to a halt over the last fifteen years. The 

incentive pay systems—however well they promoted corporate executives’ salaries—have 

dramatically gendered effects.  

Women (and more moral people in general) are at a disadvantage in this universe for 

a number of reasons.  First, these systems influence the types of people who apply for the jobs 

in the first place. University of Chicago economists found that men were almost twice as likely 

as women to apply for a job “if its salary potential was described as being highly dependent 

on competition with other employees.”31  Some commentators see these studies and say, ‘see, 

women just don’t like competition.’32  Yet the Chicago researchers themselves emphasize that 

the number of applications from both men and women drop; it’s just that the women’s 

applications drop more. So, men apparently don’t like these systems either.  Indeed, men and 
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women don’t differ much in their negative views of competition, although men are more likely 

to believe that competition will lead to a positive outcome, such as better performance.33  

Instead, the explanation may be based on the type of people who get such competitive 

positions at the top.  It turns out they differ from the general population, and these jobs wind 

up favoring those with an unrealistically high opinion of themselves (including outright 

narcissism), a large degree of self-confidence (many would say overconfidence), a greater 

willingness to take risks, and greater willingness to cut ethical corners – traits that describe a 

distinct subset of the general population that is also more likely to be male.34  As law professor 

Donald Langevoort observes, “traits such as over-optimism, an inflated sense of self-efficacy 

and a deep capacity for ethical self-deception are favored in corporate promotion tournaments. 

. . . [t]hey are survival traits, not weaknesses, in a very Darwinian business world.”35   

Second, with a greater emphasis on the size of individual bonuses determined in zero sum 

competitions, a very specific workplace environment is created as a result. Distrust reigns, and 

any sense of teamwork disappears. The art of corporate survival lies with forging the right 

temporary alliances, most often with someone who thinks like you (and preferably looks like 

you).  Homogeneity on the basis of gender, race, and like-mindedness of all kinds increases. You 

need the ally who will help you outmaneuver your rivals and can make you look good without 

taking too much of the credit.  You fear the employee who will blow the whistle on your ethical 

lapses, unethical actions you may feel compelled to take to keep your job.  In this system, 

corporate decision-making becomes more politicized, objectives become short-term (because in 

the not-so-long term everyone will all be gone), and accountability disappears.36 Headlines dub 

this “the management system designed to ruin your best people.”37 
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This system has also been tied to greater gender differences in compensation.  Studies 

show that lock-step pay systems, where employee salaries are based purely on a person’s 

seniority within the organization rather than bonuses, produce fewer gender disparities in 

compensation whether they involve teachers, Walmart store managers, or the recipients of 

venture capital grants.38 By contrast, performance-based bonus systems widen sex-related 

differences, with one study finding “a 25 percent difference in bonus earnings between women 

and men in the same jobs.”39 A 2018 study tracking 11,000 employees found even larger 

differences; women’s bonuses were 69 percent of men's.40  And, the positions at the top that 

depend on bonus pay produce dramatically greater overall compensation packages than other 

jobs in the economy. Bonus pay systems that reward “merit” produce more gender disparities 

than systems that give greater weight to base pay. That’s the conclusion of a study from the 

Federal Reserve that looked at incentive pay, like stock options, for executives at top 

companies. The researchers found that, compared to male executives, not only did women 

receive less incentive pay, but women fared worse than men when the company’s profits were 

headed down.  “Overall,” the study concluded, “changes in firm performance penalize female 

executives while they favor male executives.”  

In this universe, institutionalized power has been replaced with personalized power, 

refocused attention on the immediate bottom line, dramatically increased competition within 

organizations, and rewarded those with sharp elbows – and a narcissistic concern for their own 

advancement. Women can apply, but don’t get very far in a rigged system.  As the New York 

Times reported in 2018, women and men in business start out equal with respect to jobs and pay. 

But then, the women disappear as they move up the corporate ranks. Men are 30 percent more 

likely than women to be promoted to manager; just over one-fifth of senior vice presidents are 
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women; and few of them are in positions “related to generating revenue, which generally lead to 

C-level jobs.”41 

Women lose because they are less likely to make it to the top.  Women are less likely to 

be chosen as the lieutenants who help the CEOs realize the artificially created metrics they have 

engineered to benefit themselves. With few allies and even less clout, women are stabbed in the 

back or passed over for promotions, keeping them out of the C-suite. As all of these factors take 

hold, women become less likely to apply to corporate jobs in the first place, largely because they 

can’t win, but also because many don’t want to win on these terms.   

So how do we address these Welch-inspired toxic workplace practices to lessen their 

negative impact on women? Sex discrimination lawsuits, at their most constructive, can open 

the doors to a new generation more effectively than they can provide redress for the 

individuals who bring them.  (We’ve litigated these cases, and we’ve seen the incredible toll 

they take on everyone involved.) But lawsuits themselves are a piecemeal and sporadic way 

to bring systemic change – and they don’t touch the systems of distrust and competition that 

have produced the New Boys’ networks. Employment discrimination law provides little 

protection for people like Schaefer. While the law addresses sex stereotyping in theory, it does 

little to challenge the subtler practices that underlie the corporate tournament. Legal changes 

such as mandatory arbitration rules do their best to make sure that genuine abuses do not come 

to light. Schaefer wisely took a buyout and promised to shut up. In the meantime, Game of 

Thrones competitions make some people incredibly rich, while they work badly for the 

average workplace —and hold women back.    

 While we don’t suggest going back to the days of the “old boys club” where white 

males dominated in closed ranks, what we do need is a newfound emphasis on old school 



24 

values of loyalty, community, and honesty, the kind of culture that economist John Kenneth 

Galbraith praised so highly. And we need women and people of color as members of the club, 

not only because it’s good for these specific groups, but because it’s good for business too. 

Corporate analysts report that companies with diverse upper management teams actually do 

better than those that are homogenous. As one study of almost 22,000 companies reported, 

businesses with more equal gender leadership have a “15 percent boost to profitability.”42  

Increased diversity won’t only be a boon for women and for businesses, it will be good 

for society as a whole. The Welch-era ushered in an exponential increase in executive 

compensation that has contributed to growing wealth inequality across the board. Critics have 

long complained that the Welch system bolsters current earnings (and executive pay) by short-

changing the basis for future productivity.  Selling off or dismantling a plant with high costs 

could immediately boost earnings – even if that plant had the potential to be a profit center down 

the road.  The same goes for cutting basic research and development, which by their nature paid 

off only in the long term.43 The net result has been to turn corporations into extraction devices: 

beat earnings expectations in a given quarter, see share prices rise, pass go, and enrich executives 

whose bonuses are tied to increases in share price, but at the great expense of the company down 

the road. As a case in point, GE never regained the luster it had in the Jack Welch era. Part of the 

reason is that his prized division, GE Capital, had even fewer safeguards than other financial 

institutions. Once Welch left GE, it became clear that his system worked perfectly—but only to 

advance his objectives.44 When the financial crisis hit at the end of the decade after Welch left, it 

took a government bailout to keep GE afloat. GE jettisoned GE Capital and without it, has never 

been able to beat earnings expectations the way Welch consistently did during his twenty years 

at the helm. By the time this book is published, GE may not even exist.  
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We’re not the only ones pointing out the failure of the Welch-inspired approach. Harvard 

Business School Professor Michael Jensen, who came up with the idea of pay for performance 

before Jack Welch entered the CEO suite, issued a mea culpa after watching how GE and other 

companies cooked the books.  He wrote that, “paying people on the basis of how their 

performance relates to a budget or target causes people to game the system.”  It encourages “both 

superiors and subordinates [to] lie” and “therefore gut the budgeting process of the critical 

unbiased information that is required to coordinate the activities of an organization.” Jensen 

concluded that this destroys the value of the companies.45 The flaws in the system are apparent 

to people across the political spectrum. In June 2019, Republican Senator Marco Rubio issued a 

report criticizing companies for being too focused on quarterly earnings, rather than on 

investments in themselves or their workers. His analysis demonstrated how American businesses 

are sacrificing long-term viability for short-term market gains. “The stock market is not the 

economy,” Rubio said. “They’re eating themselves — they’re committing suicide.”46 The 

Business Roundtable Report issued a similar critique a few months later.47 

The jury is now in: the combination of short-term focus on the bottom line and 

competitive bonus systems that pit employees against each other are bad for business. And 

people have even begun to discuss what to do about it.  Two developments in particular hold 

particular promise. First, big institutional investors like Black Rock have been encouraging an 

institutional focus. Second, a number of jurisdictions including California are mandating greater 

gender diversity on corporate boards.  We are not sure whether simply adding women will do the 

trick, but we are confident that companies that manage genuine diversity need to have greater 

transparency and trust to make it work.  And those qualities turn out to be good for business—at 

least in the long run. 
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While these developments are encouraging, it’s also clear that we need to look closely at 

the qualities we select for and celebrate in our CEOs. Jack Welch was idolized for his 

ruthlessness, but if we want women, companies and our economy to thrive in the long term, we 

also need CEOs who have a crucial quality Welch lacked: humility. Again, the literature shows 

that leaders with this vital trait tend to take companies to greater success in the long term than 

those who leave with golden parachutes worth millions of dollars. One fix for this might be to 

address our current tax system which means that massive, disproportionate wealth is possible in 

a way that wasn’t the case back in the 1950s. Without that incentive to overreach, we might end 

up with a system that’s more equitable for everyone.  

The truth is that diversity—whether it’s gender, racial, or otherwise—is much harder to 

produce in a system that games the results to allow the favored few to flourish at the expense of 

others. Such systems pit employees against each other to keep everyone off balance, allowing top 

executives to advance, if necessary, through the sacrifice of the company’s loyal employees and 

long-term future.48 And the more that short term gains depend on fraud, manipulation, and 

deceit, the more a crisis becomes inevitable. When that happens, the new boys circle the wagons, 

and view all outsiders with suspicion. Maintaining diversity, in contrast, requires a measure of 

trust.  And trust, it turns out, is a much better signal of effective long term corporate management 

than short term increases in share price or the size of executive bonuses.  But trust—and 

diversity—are both hard to come by in a world of Winner Take All rewards.  

Jack Welch died in March 2020 at the age of 84. At the time of his death, he was 

reputedly worth at least three-quarters of a billion dollars49 while GE’s failure to fully report the 

terms of his severance package has itself been the subject of SEC inquiries. And although his use 

of a GE corporate jet even after he left the company generated headlines, none of it really 
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affected Welch.  He had no obligation to account for the consequences of the practices he 

implemented while he was there.  

And Schaefer? After being dismissed by GE and obtaining her settlement, she put her 

experiences to good use.  She founded her own law firm, Schaefer & Associates, a boutique 

firm focused on mediation that conducts internal inquiries into alleged workplace misconduct, 

investigating complaints and resolving disputes for major corporations.  She continues to 

enjoy a satisfying legal career, with the Equal Employment Opportunity Commission inviting 

her to testify in 2013. Her career, however, no longer depends on climbing a corporate ladder 

in which the ambitious casually jettison others in order to plot their next move, and with her 

own firm, she can mentor rising women and prepare them to succeed where she failed.   
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