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Carly Fiorina—The Most
Powerful Woman in Business

By  J im  R u e  
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THE HP WAY—DEFINING QUALITY IN THE USA
FOR FIFTY YEARS

In July of 2001, Palo Alto-based Hewlett-Packard Corporation had
been publicly traded for forty-five years. The firm had repeatedly
been honored as one of most profitable firms in the US, and as the
most favored employer. The culture at HP was known as ‘The HP
Way.” The HP Way was a codified declaration of principles pre-
served and upheld by management and the workforce both. It elevated
the values of integrity and innovation, community involvement and
respect for customers. In earlier days the HP Way had guided the
company to a string of basic patents and technical innovations
including atomic clocks, precision oscillators, medical devices,
oscilloscopes, and other test equipment. HP had acquired an unas-
sailable reputation for the quality and utility of their products, and
for treating employees well. Their reputation had allowed the firm to
remain head and shoulders above their competitors. HP had also
made a large quantity of money, running up 63 consecutive years
without a loss. In keeping with the wishes of the founders, the values
inculcated by Bill Hewlett and David Packard had been preserved for
a few years after their retirements by placing family members on the
HP board of directors. But as firsthand memory of the founders
working out of a tiny garage in Palo Alto receded into history, the HP
culture lost its luster. The firm got really large. A bureaucracy grew,
and innovations slowed to a trickle. The ‘new economy’ of the inter-
net was encouraging investors to play it fast and loose while HP
plodded carefully along. Also, the late nineties had seen the dramatic
rise of corporate raiders, and HP was beginning to look more and
more like fodder for a hostile buyout.

THE MOST INTERESTING NON-ENGINEER IN
THE COMPUTER INDUSTRY

It was into this milieu that Cara Carleton Sneed Fiorina stepped
when she accepted an offer to become CEO of HP. Fiorina was the
first top executive HP ever hired from outside the firm. She was also
the first female CEO of a Dow 30 firm in history. Both of these facts
made her selection headline news. Hewlett-Packard was traditionally
a supporter of the Good Ol’ Boy network. The principals of the firm
hunted, fished, and belonged to the secretive and all-male Bohemian
Club in Santa Rosa. HP was a firm owned and dominated by intro-
verted, painstaking engineers. Fiorina, an outgoing, attractive per-
suader, was the exact opposite of those who had brought the firm to

worldwide dominance. She had many attributes new to HP. ‘Fiorina’
means small flower in Italian, but the new CEO was not a little
flower. While very charming and intelligent, she was also tough.
Where HP was a company of khaki-clad, short-sleeved technologists,
Fiorina wore Armani suits and came from sales. They were thought-
ful, polite and traditional. They were slow to act. She was a bold and
engaging innovator. When media representatives asked again and
again (as they have been known to do) about breaking the glass ceiling
for female executives, her answer was one of humor, subtlety and
grace: “My gender is interesting, but it isn’t the story here.” Then she
would go on to talk about her blueprint for the future of the firm.
Many of the leaders of HP could be seen as humble, geeky, even
awkward. Fiorina was none of these.

WHAT WOULD JOAN OF ARC DO?

‘Carly’ Fiorina didn’t start out to be a technologist. After attending
no fewer than five high schools (including one in Ghana) she graduated
from Stanford University in Palo Alto. One might expect a science
degree from such an institution, but Fiorina walked away with a B.A.
in medieval history and philosophy. That was 1976. She started law
school, quit after one term, and passed through various non-management
jobs. In a remarkably intimate commencement speech given to the
Simmons School of Management this spring, Fiorina admitted that a
remark by her lawyer father had motivated her to excel. In 1976 Carly
was working as a receptionist in Palo Alto. The judge told her he feared
that she would never amount to anything. That gave her just the nudge
she needed at just the right time. While her father disavows saying it
today, Fiorina has spent the years since showing her father his fears
were unfounded.

No one could have known then that Fiorina would one day success-
fully broker the merger of two of the largest computer companies in the
world. But her husband, AT&T executive Frank Fiorina, saw greatness
in Carly. After their marriage in 1985 she helped him raise his two
school-age children by an earlier marriage. He told her she would run
a large firm someday, and vowed to help her. When she married she had
been employed at AT&T already for some years, starting in an entry-
level position and rising to the position of account executive. In 1989
she became an officer in the firm, and was instrumental in the spinning
off of Lucent from AT&T. The IPO was worth $3 billion, and Fiorina
became CEO of the new firm. Along the way she got an MBA from the
University of Maryland and despite her non-technical beginnings, an
MS degree from MIT.
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In July of 1999, HP tapped Fiorina for the position of CEO. HP was
at the time a $50 billion company but had not introduced a new prod-
uct line in years. The firm had a rich history and loyal staff and cus-
tomer base, but they had not scored a homerun with a new line since
the introduction of their LaserJet printers in 1984. Innovations could
not find their way through the forests of paperwork and levels of man-
agement. New products or procedures had to be signed off by dozens
of departments, and so new products were entirely too slow in getting
into the market. Competitors were beating them to the punch.

Fiorina began work before she knew she had the job. She asked for
information about each of the executive board members. Of the several
top-level executives considered for the job, Carly was the only one to
do that, according to “Perfect Enough,” by George Anders, one of
several books about Fiorina’s rise. Carly started teambuilding right
away. For years, division CEOs had held full responsibility for their
independent lines. Fiorina saw account execs from the various divi-
sions competing with one another and pestering A-list customers to
death. Fiorina made it a condition of her employment that all divisions
would be responsible to her. The new regime would be efficient from
the top down. The egalitarian corporate culture was on its way out.

THE BOTTOM LINE

Carly Fiorina’s rise might look to some like a demonstration of the
ability of youth and enthusiasm to break through the layers of protec-
tive tissue that grow around mature corporations. But her tenure has
been anything but trouble free. Fiorina implemented wide-reaching
changes almost immediately. The sales and marketing of HP was com-
pletely revamped. $90 million was spent on branding, and HP began to
grow in visibility. Members of the Hewlett and Packard families grad-
ually left the board, but overall performance did not show dramatic
improvement. Stock values slipped.

Then Michael Capellas, CEO of Compaq, approached Fiorina in
early 2001 to express interest in merging the two giant companies.
Always the innovator, Carly climbed on board. The value of the
merger, variously estimated at $19 billion to $25 billion, was finally
reconciled at $47 billion. But this change, if successful, represented the
last gasp of the HP Way. When HP announced their intention to merge
the two firms, only one board member remained from the Hewlett or
Packard families. Walter Hewlett made a last stand. He had been a quiet
observer on the board, but now he armed up for a bitter proxy fight, and
Fiorina fought back. In September of 2000 Fiorina consolidated her
power base by adding the title of chairman of the board to her previous
titles of president of the company and CEO. Stock prices became
volatile, slipping from $68 in summer of 2000 to $30 by Christmas. By
August of 2001 HP stock was $23. In the midst of the massive boom
dot bust of 2001, HP laid off 6000 employees.

THE BATTLE ROYAL

The proxy battle lasted 150 days and by some estimates cost the
adversary groups over $180 million together. One corporate shareholder,
Deutsche Bank, controlling a mere 1.3% of the stock, changed their
vote at the last moment to endorse the merger. The final count was
837.9 million votes to 792.6 million, a winning margin smaller than the
Bush/Gore margin in the 2000 presidential election. Walter Hewlett
sued, alleging that coercion had been used against Deutsche Bank to
get them to change their vote. He lost.

Today, in mid-August, 2004, the HP Way is forever extinct and HP
remains at risk. Compaq is gone, except that many Compaq products
remain available for sale. HP is supporting their own lines as well as
Compaq’s. Third quarter profits for the period ending July 31 were $586
million or nineteen cents a share, nearly double the figures from a year
ago. Unfortunately, analysts had foreseen a profit of 31 cents a share for
the quarter. Peter Blackmore, Executive VP for enterprise storage and
servers, and previously in charge of sales at Compaq, was let go imme-
diately, as were two executives on his staff, Jim Milton and Kasper
Rorsted. Remaining critics and members of the GOB network have been
waiting for retribution against Fiorina since she was hired, and there is
little in the accumulating evidence for the company or its stockholders
to be happy about. If things don’t improve at HP soon, there may be no
one remaining out of the once-85,000 employee staff to help Carly
Fiorina celebrate her fiftieth birthday on September 6.  

Jim Rue writes about computers and conducts training and field service in
Orange County, CA. He can be reached at Caltrainer@NFWriter.com.
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