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A NOTE ON SOURCES

This book is based on interviews with many of the central players in the events it describes, as well as on thousands of internal Hewlett-Packard emails and other documents that were made public as part of an investigation of HP conducted by the House Committee on Energy and Commerce in 2006. In addition, I have obtained numerous other documents from private sources.

Hewlett-Packard refused at the outset to grant my request to interview CEO Mark Hurd and certain members of the company’s board of directors. Before publication, I sent a letter to HP detailing the book’s key observations about the part that Mr. Hurd had played in the events described. In response, an HP representative asserted that my letter contained “many inaccuracies and errant conclusions,” but declined to specify them. “We do not believe it would be productive to provide a point-by-point response,” he stated.

—ANTHONY BIANCO






CHAPTER ONE

HP SPYGATE


THE BIG LIE is the story of one of the most insidious corporate scandals in the history of Silicon Valley or of U.S. business, for that matter. Although it was called “Spygate” by much of the media that first reported it—and I have used the term to refer to the surveillance that unquestionably took place—it actually was two scandals melded into one: a bone-headed covert operation to find out who was spilling corporate secrets to the press and a cover-up that exacerbated and in some ways outdid the original misdeed. Spygate was exposed to public view; the full story of the cover-up never was. To this day, the tale of what really went on inside Hewlett-Packard’s Palo Alto puzzle palace in 2005 and 2006—and who was ultimately responsible for Spygate’s transgressions—has been obscured by a campaign of misdirection triumphantly based on the premise that there is no lie as effective as The Big Lie.

In this case “the big lie” was the successful conspiracy to load ultimate responsibility for the spying scheme onto former Hewlett-Packard chairman Patricia Dunn, who was booted from HP’s board, vilified in the court of public opinion, pilloried by a Congressional committee, and indicted by the state of California  on four felony counts. Dunn, who was battling terminal cancer throughout her ordeal, was not blameless by any means. But this book makes a case for assigning the lion’s share of the responsibility for what went wrong inside HP to the executive who took the lead in ousting Dunn and who replaced her as chair: Mark Hurd, the company’s chief executive officer.

HP Spygate occurred roughly midway through a decade defined by audacious deceptions in every aspect of American life, from the spurious accounting practiced by the likes of Enron and Worldcom to the Bush Administration’s politically motivated warnings about the imminent threat posed by Saddam Hussein’s bulging arsenal of weapons of mass destruction and the artfully contrived façades of Bernie Madoff as investment genius and of Tiger Woods as straight-arrow family man. By decade’s end, the investment banks of Wall Street had very nearly pulled down the global economy by creating a couple trillion dollars of recklessly risky securities done up to look like gilt-edged, AAA-rated investment merchandise, while regulators either looked the other way or cheered them on.

As measured by its financial consequences, the magnitude of HP’s Spygate deceit pales in comparison to Wall Street’s trillion-dollar meltdown or Madoff’s thievery. In fact, the value of HP’s stock has significantly appreciated over the last five years after a long stretch of poor performance. It’s no wonder that Hurd, who took charge in 2005, has been hailed as one of corporate America’s most effective and operationally astute CEOs. But if there is a universal lesson that can be drawn from the multitudinous scandals of the last decade it is this: Character matters in the end, if not always in the beginning. The point is not merely that moral character is as important to long-run success in business, government, or even professional sports as competency,  but that it is an essential component of competency. By this standard, Hurd falls short as a corporate leader.

A great deal is riding on Hewlett-Packard’s ability to properly govern itself, for it is a uniquely important, iconic American company. HP may not match Apple and Google for technological cool—as is only to be expected of a company founded in 1939—but today’s HP is heir to a gilded corporate legacy that transcends the transitory nature of cool and, for that matter, exceeds the boundaries of Silicon Valley. “Innovative, enlightened, adaptive and fair, Hewlett-Packard under Bill [Hewlett] and Dave [Packard] overshadowed every company of its time, even those much better known and many times larger,” observed Michael Malone in Bill and Dave, his dual biography of HP’s co-founders. “The HP of those years”—essentially the 1960s and 1970s—“still haunts the business world today, as the gold standard few enterprises can ever hope to approach.”1


Over the last decade, HP has reinvented itself to an extent that few old-line companies ever have, spinning off the scientific instruments business that was its founding glory in the process. Today, HP is a global industrial colossus that is the Valley’s largest employer, with 320,000 workers, about the same number in General Electric’s employ. It ranks not only as the world’s largest computer and printer maker but also as the largest information technology company of any sort, as measured by sales and most every other yardstick that matters. Unhip as it is, HP is one of America’s best hopes in a treacherous competitive global economy.

All scandals are sui generis in a sense; the vivid particularities of personality and circumstance are their woof and warp. This certainly was true of Spygate, rooted as it was in the idiosyncrasies of an exceptionally cantankerous and willful board of  directors. But the HP saga also reflects universal truths about the nature of corporate life, notably the tendency for ambitious, laudable goals to be undercut by the petty and very personal politics of the boardroom and executive suite. The flaws of human nature are at least as prevalent at the pinnacle of the business world as at its entry level.

HP Spygate also evoked a distinctive set of other, more topical issues, among them the post-9/11 assault on privacy. For agencies of government to secrete security cameras in public places and to intercept personal telephone calls and email messages in the name of fighting terrorism is unnerving enough for many of us. But for a business enterprise to use the same sort of covert techniques in pursuit of a private, self-serving agenda is more objectionable to the average citizen, even when the company believes it is acting in self-defense, as Hewlett-Packard did.

Terrorism is the lesser part of the threat that inspired most large U.S. corporations to continue to build costly, sophisticated security operations right through the last recession. Their overriding fear is the misuse or theft of confidential information, which advances in digital technology have tended to make both more abundant and less secure. In a recent pitch to corporate clients touting its abilities to counter the growing global menace of “electronic espionage,” the major consulting firm Deloitte listed these prospective perpetrators: “Hackers, pressure groups, foreign intelligence services, terrorists, disaffected/dishonest employees, investigative journalists, organised crime groups, fraudsters, competitors, contractors (e.g. cleaners), executives on overseas travel (hotels, bars, clubs, airports), or graduates from emerging markets.”2 It’s no wonder that many of the biggest U.S. corporations are following the lead of Wal-Mart Stores and reinforcing their internal security divisions with new hires  from the Central Intelligence Agency and the Federal Bureau of Investigation.

Corporate spying scandals have been numerous worldwide. Deutsche Bank, Germany’s biggest bank, recently admitted that its security department resorted to improperly invasive methods in four separate investigations from 2001 to 2007. In the most egregious of them, the bank targeted a dissident shareholder who’d gotten under the skin of the bank’s new chairman with his public criticisms, dispatching agents all the way to his vacation home on the Spanish island of Ibiza. Another charter member of the German business establishment, Deutsche Telekom, confessed in 2009 to a “severe and far-reaching” surveillance scheme that closely paralleled events at HP.3 Among other things, Deutsche Telekom’s security department monitored hundreds of thousands of phone connections in an attempt to uncover which of its board members were routinely leaking news of impending layoffs and other confidential matters to reporters. “Telekom was as full of holes as Swiss cheese,” its CEO later complained.4



The Big Lie also is a tragicomic case study of corporate board dysfunction—a pervasive failing of the American way of big business that was an important contributor to the great financial crisis of 2008-2009. The boards of Lehman, Bank of America, Fannie Mae, Countrywide, and the rest were throw-backs to the bad old days when, as a recent Yale University study observed, “directors were, in practice, no more than decorative figures beholden to the imperial CEO.”5 For most of the last century, CEOs bred docility into boards by populating them with corporate subordinates, hired-gun lawyers and bankers, close relatives, miscellaneous dignitaries, and golf buddies, many of whom ran other companies. For as long as Bill Hewlett and Dave Packard were around (and they both lived into their eighties)  the HP board was old-school incompetence epitomized, though it was only in their dotage that the co-founders packed the panel with assorted sons, daughters, and sons-in-law, many of whom were business neophytes. The clueless passivity of boards made them an obvious target of reform. “In the aftermath of each corporate scandal or crisis,” the Yale report noted, “the same question emerged: Where was the board?”6


In some ways, the so-called corporate-governance movement that started to coalesce in the 1970s around big activist investors like the California Public Employees Retirement System (CalPERS) has been hugely effective. No one (outside executive suites anyway) argues any more that a board’s essential role is to support a CEO in all things and offer advice if asked. The new consensus is that directors are supposed to train a gimlet eye on CEOs, to boss them as circumstances require, and to fire them when need be. To this end, a host of new laws and regulations have drastically altered the composition of big company boards, which today are far more demographically and professionally diverse than ever before. Cronyism is now the exception, not the rule, on U.S. boards; more than 80 percent of directors are nominally independent of management, compared with less than 20 percent in 1950.

And yet the fact is that most boards still don’t work—or not nearly as well as they should after three decades of shareholder agitation and reform. “There is something wrong with the culture of boards,” says George “Jay” Keyworth II, who was an HP director for twenty years and one of the central figures of the Spygate story. “People don’t know what their responsibility is. I just don’t think most boards do a good job of asking, What is our job? How well is this company doing? How well is it going to be doing a year from now? What are its points of vulnerability and is the  CEO doing a good job?” As Keyworth sees it, “Corporate boards are the last bastion of unexamined corruption in America.”7


The typical board does indeed seem to be dozing at the wheel, incapable of acting decisively, much less courageously, until crisis is upon them and the value of the company’s stock has already been eviscerated. A colossal case in point is General Motors, which has been a prime target of CalPERS and other activist shareholders since the early 1990s. After the federal government finally assumed control of General Motors in 2009, it lost no time in booting seven of the automaker’s twelve directors, including CEO Rick Waggoner.

Hewlett-Packard’s board proved spectacularly dysfunctional in the end, but passive it was not. In fact, before the HP board was overwhelmed by the ignominy of Spygate, it appeared to have ascended into the vanguard of governance progressivism by sacking the ultra-imperious Carly Fiorina and restraining the power of her successor by splitting her offices of CEO and chairman, and appointing one of the first female non-executive chairs in business. Were HP’s achievements illusory? More broadly, has the governance movement mistaken the form of improvement for the actual substance of it? Or has genuine reform been thwarted and even subverted intentionally?

What follows is a corporate tragedy in four acts. Act One revolves around an improbable alliance of two directors with diametrically opposed philosophies. Act Two culminates in as contentious and high-profile a corporate firing as U.S. business has ever seen. Act Three is dominated by the fecklessness of the board’s oldest member and his loose-lipped ally. The fourth and final act involves the coopting of a new CEO who is not all that he seems to be.

[image: 002]

LIKE ALL GREAT dramas, Spygate had a larger-than-life protagonist, a character whose colossal impact for better or worse defied the limits of his peers and whose visions, dreams, and passions existed on a scale that overwhelmed most of those who encountered him, let alone those he felt had crossed him. Tom Perkins is the Grand Old Man of Silicon Valley—or he would be if he were not temperamentally unsuited to dignitary status. Born in 1932, the brilliant but emotionally combustible Perkins helped invent a lucrative new wealth-making vehicle for the elite: the high-tech venture capital partnership. Kleiner & Perkins, the firm that he founded in 1972 with the late Eugene Kleiner, turned millions into billions of dollars by putting up seed capital for some five hundred companies, among them world changers like Genentech, Amazon, and Google.

The quality that set Perkins and his partners apart definitively from lesser rivals in Silicon Valley wasn’t brainpower but willpower. Before Perkins, start-up investing was an altogether more passive enterprise. Most venture capitalists spent their days crunching numbers from the business plans brought to them by entrepreneurs seeking funding or the financial reports submitted by companies already in their portfolios. They did not dirty their hands on the corporate machinery. But Perkins was himself a technologist and business operator, not a financier, and he was as incapable of passivity as of breathing underwater.

Perkins enfolded his entrepreneurial collaborators in a bear hug of attentiveness that, as a rule, he relaxed only slightly as Kleiner & Perkins’s start-ups grew and prospered. “We were the masters of meddling,” Perkins declared. “We were famous about calling the entrepreneurs weekly if not daily. . . . We were part of a team—whether they wanted us to be or not.”8


Perkins embroidered his VC legend with a strenuously macho style of extra-large living. He assembled one of the world’s great collections of exotic sports cars and raced sailing ships of ever increasing size and value in competitions around the world. Most other yacht owners were content to let professionals captain their boats, but not Perkins, who was “recognized as a bellicose but brilliant tactician.”9 In 1996, a court in France convicted Perkins and others of involuntary manslaughter after his yacht collided with a much smaller boat during a race in Saint-Tropez, drowning a French sailor. He paid a $10,000 fine and went back to racing to win. Starting in 2000, Perkins spent six years and $130 million building The Maltese Falcon, a sleekly futuristic yacht as long as a football field. When Perkins wasn’t aboard the Falcon  , he divided his time between a Marin County mansion with a spectacular view of San Francisco Bay from nearly every window, and a moated Elizabethan manor house in England purchased from Led Zeppelin guitarist Jimmy Page.

Perkins had begun gradually winding down his involvement in venture capital investing in the mid-1980s. He was fifty-four years old when he stepped down as managing partner of Kleiner Perkins Caufield & Byers and began distributing his part of the firm’s equity among his colleagues. Co-founder Kleiner had done the same a few years earlier. (Kleiner died in 2003.) As a partner emeritus, Perkins still keeps an office in KPC&B’s branch in San Francisco.

It was there, high atop an Embarcadero Center tower, that I first met Tom Perkins, one bright afternoon in May 2009. What might well be the country’s most spectacular urban vista practically screamed for attention through the floor-to-ceiling glass walls of his office: San Francisco Bay laid out in its full cerulean glory. Perkins allowed me only a fleeting glimpse before directing  my attention elsewhere. All seven of the other offices in KPC&B’s thirty-sixth-floor suite were unoccupied. Perkins seemed less than enthralled to have the place to himself, rattling around its empty spaces like a deposed monarch exiled to a lonely outpost of the kingdom. “It’s the high-rent district,” he harrumphed as he showed me around. “When the lease runs out I’m not going to renew it.”10


Perkins was polite, not at all unfriendly but clearly restless. He had even grown tired of The Maltese Falcon, having just put his nautical pride and joy up for sale a mere two years after its maiden voyage. “When I’m on it by myself I’m rattling around, and if I invite friends, which I do, I’m working all the time entertaining,” he said. “I’ve been there, done that for years and years—all kinds of boats, all kinds of places. There are no places I particularly want to visit anymore and no friends I haven’t already entertained. It’s just time for something else.”11


I’d come to see Perkins with a long list of questions about his involvement with Hewlett-Packard Co., which for him is a company of unique personal significance. He first went to work for HP in 1957, fresh from Harvard Business School and the Massachusetts Institute of Technology, when it was still a smallish company very much under the sway of its founders. Young Perkins grabbed hold of Dave Packard like a human lifeline. “Dave Packard was my mentor, an inspiration, and, I am sure, the father I so desperately needed,” Perkins wrote in his autobiography, “the most important influence in my life.”12 In the fourteen tumultuous years that Perkins spent in HP’s employ he contributed greatly to its evolution, even though he never smoothly fit into a company that was far more cautious and buttoned-down than he was.

Even after Perkins left HP to start Kleiner & Perkins, the fledgling venture capitalist took pains to maintain a relationship with Packard for years. Perkins’s happiness would have been complete if only his mentor had seen fit to reciprocate by making a place for him on HP’s board. That happened only in 2002, long after Packard had died, as Perkins’s career came agreeably full circle thanks to a circuitous twist of fate.

If Perkins’s life had followed a Hollywood trajectory, he would have served his board term with dignity and distinction. Perkins being Perkins, though, the story of his tenure as an HP director turned into the boardroom equivalent of King Lear. Perkins could not have held HP any dearer if it had been his own kingdom, yet he abandoned HP on four different occasions—resigning twice as an executive and twice as a director. When he quit for the final time in May 1, 2006, he was, by his own description, “incandescent with anger.” And so, curtain up.






CHAPTER TWO

TUMULT’S APPRENTICE

EXTREME AMBITION IS not always fueled by deprivation, but in Tom Perkins’s case it definitely was. Born in 1932, he was an only child reared amid the Great Depression. His parents, Harry and Elizabeth Perkins, often struggled to make ends meet and had to move in with better-off relatives for a time. As Perkins tells it, though, his youthful suffering was more emotional than economic. “I arrived late in my parents’ lives and they let me know that, all things considered, it would have been better if I hadn’t been born,” he wrote in Valley Boy, a memoir in which he never mentions either his mother or father by name.1 Harry, a strapping ex-jock, was indifferent to young Tom’s academic successes and mocked his nerdish son’s futile attempts at athletic endeavor. Mom was much gentler, but alarmingly erratic. “I’ll always picture her standing in our little kitchen with a butcher’s knife pressed against her wrist,” Perkins recalled. “As a kid, I found these scenes absolutely terrifying.”2


Only in the last few years has it dawned on Perkins that he styled his bold, risk-intensive career in complete opposition to the ultra-cautious approach of his father, who endured a long, scarring stretch of unemployment during the 1930s. A first-rate golfer, Harry could well have had the talent to play professionally  but never dared give it a try. He also was an intellectually curious autodidact who read widely, built an enormous vocabulary, and yet spent his entire work life as a fire-risk assessor drone for a big insurance company that saw fit to move him around the country without ever promoting him. “He hated his work, basically,” Perkins said, acknowledging sympathetically that his father was a man of “unfulfilled capabilities.”3


Perkins, who grew up mainly in the New York City suburb of White Plains, won a scholarship to MIT, where he majored in electrical engineering after realizing that he was incapable of excelling at “his first and truest love”: theoretical physics.4 At Harvard Business School, he studied under the legendary George Doriot, who moonlighted as the chairman of the country’s first full-time venture capital company. Perkins first met Dave Packard and Bill Hewlett at an electronics trade show in New York City a few months before he was awarded his master’s in business administration. Hewlett-Packard was a thriving but still obscure company, unknown on the East Coast except to the scientists and engineers to whom it catered as customers. Perkins’s HP job interview took the form of chatting up its co-founders while helping them set up their booth at the trade show. In 1957, Perkins climbed into his beat-up Jaguar XK120 coupe and drove cross-country all the way from Boston to Silicon Valley, which still consisted mostly of apricot orchards, to go to work full-time for Bill and Dave.

Perkins, who had just celebrated his twenty-fourth birthday, descended on Palo Alto with all the subtlety of a boulder dropped into a pond from 20,000 feet. “I expected to be running the place in no time,” he recalled.5 Was Perkins’s swagger his way of compensating for the damage inflicted by a miserable upbringing? Undoubtedly, but he radiated arrogance so convincingly that  Packard decided to start out his new apprentice with a lesson in humility, assigning Perkins to HP’s machine shop, where the Harvard-educated hotshot MBA spent three months running a lathe. Perkins then moved into sales, becoming sales manager for California, HP’s largest market. As an MBA-worthy side project, he reorganized order processing for the entire company, which, in his view, “had become almost impossibly cumbersome.”6


Perkins lasted just three years in his first go-round at HP. Frustrated by what he considered the slow pace of his advancement, he quit in 1960 to take a job in the San Francisco office of a prestigious management consulting firm at twice the pay. Just twelve months later, a contrite Perkins called Packard and asked to return to HP.

Packard wasn’t quite ready to welcome back his wayward protégé and steered him instead to Optics Technology Inc. (OTI), a fledgling laser company in which both Bill and Dave had invested personally. For the first time, OTI put Perkins in what would become a familiar position for him as a venture capitalist: on the ground floor of an emerging technology of potentially great but undefined commercial promise. Perkins would make his first million in the laser business while exacting a measure of hard-earned revenge against a hated rival.

OTI’s mastermind was Narinder Kapany, a young Indian-born scientist with boundless charisma and ambition to match. Perkins, who joined OTI as director of marketing, emerged enthralled from his job interview with the Sikh scientist but soon came to despise Kapany with a fervor that still burned half a century later. “Dr. Narinder Kapany and I developed what is fortunately a rare thing in life: a mutual hatred of near biblical proportions,” Perkins wrote in Valley Boy. “Years afterward I told anyone who would listen that I wanted engraved on my  tombstone: ‘I still hate him.’ Perhaps it’s time to cancel that request. I’ll start to think about it, one of these days.”7


Kapany, who, like Perkins, still lives in the Bay Area, admits to owing a copy of Perkins’s autobiography but hastens to add that it gathers dust on a shelf, its denunciations of him unread. “My children saw it and they were quite upset,” Kapany told me. “My son actually bought one. He wrapped it up nicely and handed it to me. I never opened it. Look, I’m eighty-one years old. At this age, you understand that in this life, you can’t live with everybody in love with you. He may have some animosity toward me. Who cares?”8


Kapany was born and raised in the Punjab, the scion of affluent, upper-class parents who sparked his interest in optics as a teenager by giving him a box camera. Narinder earned top marks at a fine Indian university, worked briefly for a military contractor in his native land, and then flew to London to study optics at the Imperial College of Science and Technology. In time, he no doubt would have returned home to start an optical business of some sort had not the renowned British physicist Harold Hopkins hired him in 1952 to assist with what proved to be landmark experiments in fiber optics. PhD in hand, Kapany headed to the United States in 1955 in pursuit of grander opportunity than either England or his native land offered.

Scores of scientists on both sides of the Atlantic did ground-breaking work in fiber optics in the 1950s and 1960s, but it was Kapany who won global acclaim as the “father of fiber optics.” He inserted this epithet into his curriculum vitae, infuriating Hopkins, who had begun accusing Kapany of exaggerating his contribution to their joint research before the ink on his protégé’s PhD thesis was dry. Like Perkins, Hopkins cultivated a hatred of Kapany that lasted a lifetime. In 1994, a few months before  Hopkins died, he took a parting shot in an interview with the science writer Jeff Hecht, insisting that Kapany had “contributed nothing to the brains of the project: he was a pair of hands.”9  Hopkins went too far, but Hecht found that Kapany’s claim on paternity was indeed overstated; today, his technical innovations are widely regarded as less crucial than those of a handful of other, less visible pioneers. When it came to speaking and writing about fiber optics, though, he was prolific beyond compare. From 1955 to 1965, Kapany was the lead author on forty-five scientific papers and the co-author of ten more—a staggering 30 percent of all papers published on fiber optics during this time. “His greatest gift may have been for promotion, though he dislikes the word,” Hecht concluded in his 2003 book City of Light: The Story of Fiber Optics.10


As Hecht tells it, Kapany commanded attention wherever he went. His turban and full beard were set off by the sharply tailored western business suits that he favored even in the privacy of his research laboratory. Silver-tongued in any setting, “Dr. Singh,” as he always introduced himself, punctuated his conversation with a booming laugh that contrasted charmingly with his high-gloss manners and regal bearing. The unthinking slights and deliberate insults that white-bread America reflexively meted out to “exotic” visitors failed to dent Kapany’s formidable self-possession. He was so secure in his Sikh identity that he once volunteered to answer the door at a faculty Halloween party at the University of Rochester, laughingly explaining to his hosts that the trick-or-treaters would assume that he, too, was in costume.11


In 1960, Kapany headed to Silicon Valley, raised a few million dollars from the San Francisco venture capital outfit Draper, Gaither & Anderson, and founded Optics Technology Inc.  A physicist employed by the billionaire recluse Howard Hughes had demonstrated the first working laser less than a year before Kapany established OTI, which, as its name implied, was conceived not as a fiber optics company per se, but as a vehicle for commercializing scientific advances across the entire field of optics. As OTI’s president and research director, Kapany used most of his seed money to build a first-rate lab staffed with half a dozen accomplished physicists recruited from industry and academe.

At OTI, the formidable challenge of shepherding the “wonder ray” out of the laboratory and into the marketplace fell mainly to Perkins, the lone MBA at a company long on PhDs. A hefty dose of frustration was built into this task, for laser science was not nearly the stuff of the military and commercial fantasies its invention had inspired.12 Although the technology advanced by leaps and bounds, the business of lasers would fall well short of blockbuster status. Even Spectra Physics, the world’s largest laser company (on whose board Perkins sat for years), never reached $1 billion in sales. “The laser industry did not achieve ‘greatness’ because, as Herb Dwight [Spectra Physics’ CEO] once said, ‘The laser is the second-best solution to every problem,’” Perkins said.13


Had the odds not been stacked so steeply against success, OTI might have grown at a rate sufficient to accommodate two personalities as outsize as Perkins and Kapany. Or perhaps not, for Perkins struggled greatly to control his temper and was loath to defer to a boss who was only a few years older than he, no matter how impressive the man’s résumé. Actually, Kapany’s elite credentials only exacerbated Perkins’s discomfort. At MIT, theoretical physics was the obstacle that had defined the limits of his aptitude, and now here he was surrounded by PhDs, the  odd electrical engineer out in the corporate equivalent of an Ivy League physics department.

Perkins directed the anger that often welled up in him during staff meetings not at Kapany, but at the one member of the OTI brain trust whom he could plausibly engage as a peer. “Because Perkins was a sort of frustrated technologist and also because he did his degree in engineering, he would argue with the vice president of engineering—in public!” recalled Kapany with born-again exasperation. In part because of such gross offenses against collegiality, Kapany never granted his marketing director the title of vice president—a largely symbolic slight that increasingly infuriated Perkins during his four years in Optics Technology’s employ.

Perkins did not know the first thing about lasers when he joined OTI, but his high-energy curiosity had a way of turning the sales calls he made to major scientific laboratories around the country into impromptu seminars. At MIT, his alma mater, Professor Ali Javan provided a private demonstration of his recent invention, the helium-neon laser, which was the first laser to emit a continuous (rather than pulsed) beam of light. Perkins, who’d never seen a laser in action before, was mesmerized by Javan’s prototype. “That shaft of intense red light was unforgettable,” he recalled. “I thought that if we could, somehow, make lasers like this available there would be a good demand for them.”14


Perkins brought the idea to Kapany, who was resolutely unimpressed. As OTI’s founder saw it, the business of the company was commercializing the work of its own scientists, not turning other people’s inventions into marketable products. In concept, Perkins didn’t disagree with this emphasis on proprietary research. In practice, though, OTI’s resident geniuses never could come up with the sort of ideas that a marketer could build  a dream on. One of the company’s most technically impressive—and labor-intensive—inventions was a fiber-optic camera for scanning the insides of nuclear submarine reactors. “Alas,” Perkins sneered later, “the navy needed only one of those.”15


Perkins convinced an OTI engineer to help him work up a poor man’s version of the Javan device that he sold to high schools and colleges as an instructional tool. To stimulate demand for this makeshift laser, which sold for a few thousand dollars, Perkins spent many nights at his kitchen table writing a textbook that OTI published in soft cover as Experiments in Physical Optics Using Continuous Laser Light. Perkins’s classroom device was hardly the “killer app” that OTI needed, but it did sell in large enough numbers over a period of two years to belatedly pique Kapany’s interest in the profit potential of budget-priced gas lasers.

OTI devoted a full year to the development of model 170, which cost about $100 to produce. It was a fine little machine; on that, at least, Perkins and Kapany could agree. But the director of marketing insisted that its optimal price was $200 and his boss was equally insistent that it retail for $400. “I made the mistake of taking the issue to the board,” Kapany admitted.16  In the end, OTI split the difference and model 170 became one of the best-selling early lasers at a price of $295. Perkins took no joy in this validation of his commercial instincts, for by the time that OTI introduced its new hit laser in January 1966, he had parted ways with Kapany.

For Perkins, the last straw was the press conference Kapany called to announced his invention of color X-ray or “colortranslating radiography.” It sounded impressive, but it amounted to nothing more than color tinting. “Ultimately, it was a ridiculous idea,” said Perkins, his old anger flaring anew. “You’re just  changing the colors on a film. It adds no new information at all. Zero.” That Kapany’s supposed breakthrough coincided with preparations to float OTI’s first public stock offering only added to Perkins’s outrage. “This is bullshit, Narinder!” he claims to have told his boss.17


In Valley Boy, Perkins asserted that he “decided to quit by asking the board to choose between Narinder and me.”18 In other words, instead of quitting in the usual way—by resigning—Perkins delivered an ultimatum to his bosses’ boss. Why take the trouble, unless he thought there was a chance he might succeed in ousting Kapany? There was no angry final showdown with Kapany, who was OTI’s chairman as well as its president. Instead, Perkins sought an audience with Don Lucas, a partner of Draper Gaither, OTI’s largest shareholder, and told him in so many words that everything about Kapany’s approach to business was dead wrong. Draper disagreed, apparently, leaving Perkins no respectable alternative but to resign. Kapany, who would not learn of the coup attempt until years later, happily accepted Perkins’s sudden resignation, no questions asked. As far as he was concerned, it was a non-event. “His leaving had no effect on the business,” Kapany recalled.19


Perkins again went to Packard and asked his substitute father to readmit him to the Hewlett-Packard family. This time, Dave complied. But even as Perkins put in long days at HP, Kapany and the laser business preoccupied his thoughts. A few months after he rejoined HP, Perkins went to Packard for permission to start a company on the side to develop a laser capable of outdoing OTI’s hot-selling model 170. “Sure, I wanted to make some money. But I really wanted to put Optics Technology out of business, because I really detested Narinder Kapany in, I suppose, a very vindictive way,” Perkins acknowledged later.20


Perkins had two partners in his revenge project: Richard Jaenicke, a talented and relentlessly cheery young electrical engineer who had worked under him as a salesman at OTI, and Henry Rhodes, a long-haired, pot-smoking glassblower who rented loft space on University Avenue in Berkeley, near the University of California campus. Together, Perkins and Jaenicke worked out a schematic design that could, they hoped, make a gas laser as simple and reliable to operate as a light bulb and at a fraction of the cost of the 170. Rhodes’s contribution was to turn their idea, which existed only on paper, into a working prototype of a device that Perkins dubbed the “Lasertron.”

With his wife’s blessing, Perkins put their life savings of $15,000 into the new company, which took its name—University Laboratories Inc. (ULI)—from the location of Rhodes’s shop. A few months of intensive tinkering produced a working “lightbulb” laser. Turning the Perkins-Jaenicke design into a bona fide prototype was mostly Jaenicke’s doing; as ULI’s president he routinely put in eighty-hour weeks. In Jaenicke’s view, though, the comparatively limited hours that Perkins could spare for ULI were no less crucial. “Tom would come to the lab at all the critical moments,” Jaenicke recalled. “I doubt if we would have gotten there without him.”21


Perkins also worked hard to secure a series of bank loans and to raise $200,000 in venture capital from various sources (Draper, Gaither & Anderson pointedly not among them). With the additional funding, University Labs was able to move into new design and production space, hire dozens of employees, and begin cranking out Lasertrons by the hundreds. Perkins and Jaenicke each ended up with 40 percent ownership of ULI after jointly buying out Rhodes, who purchased a sailboat and left for parts unknown.

To drive from Hewlett-Packard’s offices in Palo Alto to ULI’s lab in Berkeley, as Perkins did three or four times a week in 1966, was to be transported from a corporate milieu of white button-down shirts and slide rule holsters into the tie-dyed heart of hippiedom on the eve of the Summer of Love. For a time, ULI’s quarters were separated by a thin partition from a drug lab run by Owsley Stanley, a pioneering sound engineer for the Grateful Dead who was probably the first individual to manufacture LSD in bulk.22 Perkins certainly was conspicuous in his tie and jacket, but he was intrigued by his exposure to Berkeley scene. He joined Businessmen Against the War and subscribed to The Realist, Paul Krassner’s left-wing satire magazine. “I’ve always been outspoken—from the left at that time and now from the right,” Perkins said.23


Priced at $195 to $295 (depending on the model), complete with instructional kits on holography and the like, the Lasertron was a hit with the very sort of education customer that Perkins had been cultivating for years. Optics Technology sued not long after the Lasertron’s mid-1967 debut, accusing ULI of stealing not only its customer lists but also its laser wavelength, which, as Perkins later quipped, had been “determined either by God or Albert Einstein”—not Narinder Kapany.24 Perkins settled this nuisance suit with a small payment and ULI went on to sell light-bulb lasers by the thousands.

As it turned out, there was room enough in the market for both Perkins and Kapany to prosper, at least for a time. Buoyed by a couple of particularly noteworthy inventions—a holographic camera and a laser blood coagulator—OTI succeeded in going public in the “go-go” stock market of 1968, temporarily making Kapany a rich man on paper. Meanwhile, ULI hired an optics PhD and a Harvard-educated marketer and developed  an array of new premium-priced lasers for use in science labs and on building sites. ULI set the industry standard for construction lasers that added speed and precision to such tasks as laying sewer pipe and aligning elevator shafts.

Perkins easily could have matched Kapany and sold shares in his company to outside investors, but he wanted no part of the added managerial burdens of running a publicly held company. University Labs was growing so fast that it was starting to get away from him and Jaenicke. “I likened their place to a Maoist bomb factory,” recalled Herb Dwight of Spectra Physics. “It was right in the heart of Berkeley, and you walked in and it just seemed to be complete chaos, with PhDs everywhere.”25


Perkins invited Dwight to visit because he had decided to sell ULI in lieu of quitting HP a second time to work full-time at his burgeoning laser company. Jaenicke was not eager to sell out, but loyally deferred to Perkins, as always. “Tom had a near-genius capability in all he did, besides being a wonderful guy,” Jaenicke said.26 By early 1970, Perkins had come to terms with Spectra Physics, which was one of Optics Technology’s main competitors. Perkins and Jaenicke each got about $2 million in cash and shares (equivalent to about $11 million in 2009 dollars).  27 Jaenicke moved into a senior executive position at Spectra Physics and Perkins joined its board.

The fortunes of Perkins and Kapany diverged sharply after the sale to Spectra Physics. Perkins had shrewdly cast his lot with a well-managed enterprise on its way to dominating the laser business. Largely because of a profit surge supplied by ULI, Spectra Physics’ share price more than tripled in the three years following the acquisition, adding to Perkins’s seven-figure net worth. Meanwhile, OTI struggled as it lagged behind the pace  of product innovation set by Spectra Physics and other competitors. In 1972, OTI’s fourth consecutive money-losing year, its board removed Kapany as CEO and piled insult atop injury by replacing the self-styled father of fiber optics with an executive from the cement industry.28 By 1974, OTI was out of business.

For Perkins, the laser had indeed proven to be a wonder ray. He had moonlighted his way to entrepreneurial triumph in the classic manner, turning an idea into a small, well-secured fortune. That University Labs succeeded largely at the expense of Kapany and Optics Technology made it a whole lot sweeter, of course.

Perkins’s new wealth brought him comfort, both psychic and material, but at a cost, for his success brought out the worst in his parents. Harry, who had retired on meager savings, was envious and resentful—all the more so because he had predicted not only that University Labs would fail but also that HP would fire his son for giving his day job short shrift. “At first, he was very, very much against it, because he thought it would upset HP,” Perkins recalled. “Then it started to work and was doing well. I was explaining it and he’d say, ‘You sound just like the Kingfish’”—the ne’er-do-well character on the old Amos ’n’ Andy radio show who was forever hatching crazy get-rich schemes. Elizabeth, on the other hand, was overeager to share in her son’s good fortune. “She told me, ‘I want one million dollars, ’” Perkins recalled. “I thought she was kidding. She wasn’t.”29  He declined to make a seven-figure payment but did put his mother on a monthly salary for the rest of her life. (After Elizabeth died, Perkins discovered that she had squirreled away most of the money he’d given her in obscure banks up and down the Central Valley. The deposits exceeded $1 million.)

Perkins’s parents weren’t exactly Ozzie and Harriet, but his life was good and getting better even so. Still a few years shy of his fortieth birthday, Perkins was married to a woman he adored and was father to a little boy, Tor, and a daughter named Elizabeth, after his mother. He had a million dollars in the bank, a mansion in Belvedere perched spectacularly above San Francisco Bay, a fancy sports car in the garage, and a new yacht at the dock. So why not just declare victory over Kapany and move on? Why hold tight to an undying hatred of an enemy so thoroughly vanquished? Not even his wife understood. “At the time, Gerd kept saying, ‘Forget Kapany!’” Perkins recalled.

This question moves us from the quantifiable certitudes of business into the murk of human psychology. Kapany certainly had his faults, immodesty chief among them. Worse, he was essentially inept as a businessman. By his own admission, though, Perkins’s hatred of Kapany was rooted as much in his errant perceptions and judgments as in his employer’s failings. “I think it started off as a sort of love affair. I mean, I was overwhelmed by the guy,” Perkins said. “He’s very charming and entertaining and open, apparently. I went for it just hook, line, and sinker. . . . And then, bit by bit, it dawned on me that he wasn’t any of these things I thought he was.”30
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THE LASER BUSINESS made Perkins rich, but it was the work he did simultaneously at Hewlett-Packard that produced the larger achievements of the pre-Kleiner & Perkins phase of his career. At HP, as at OTI, Perkins’s considerable talents seemed inextricable from his propensity for offending his titular superiors. When one of HP’s fusty Old Guard executives took away  his corporate car in punishment for a supposedly insubordinate act, Perkins dipped into his laser windfall and bought a red Ferrari roadster. “The grinding of teeth overcame the grinding of gears when I parked it in front of headquarters,” he recalled. “How stupid I was! How wonderful it felt!”31


Perkins managed to survive—and, for a time, thrive—during his second go-round at the company by making himself indispensable to the two HPers who mattered most: Bill and Dave. Packard and Hewlett affirmed their reputations as shrewd judges of character by deploying Perkins as a kind of human icebreaker. When the founders were looking to set a new and difficult course, they used him to smash through the status quo. Perkins’s energy and effrontery played a critical role in HP’s most important strategic move since the company’s founding—its entry into the computer business.

By the mid-1960s, the scientists and engineers to whom HP catered were looking to use computers to enhance the speed and accuracy of their laboratory instruments. The 2116A, which HP introduced in 1965, fit the bill beautifully. It was easy to use, extraordinarily rugged, and a bargain at $22,000. And yet HP’s Palo Alto division, which manufactured and marketed the device, sold only five of them in its first year on the market—a keen disappointment to Packard, who had personally championed its development over the misgivings of Hewlett and other senior executives.

Packard convened an all-day meeting at headquarters in late 1967 to address the 2116A’s underwhelming debut. Perkins knew little about computers, but attended along with a hundred other employees. A pep fest it was not. “The first half of the meeting was mostly excuses as to why nothing had happened,” recalled one attendee. “A number of problems were evident. The  principal one was that very few people wanted to go into the computer business except Dave Packard.”32 The madder Packard got, the higher he rolled the sleeves of his white dress shirt. By meeting’s end, they were almost to his shoulders. Perkins was uncharacteristically silent, speaking only once, when called on by Dave. Even so, a few days later Packard effectively dumped the 2116A in Perkins’s lap by naming him marketing manager of the Palo Alto division.

Perkins’s essential contribution was to substitute utter conviction for queasy ambivalence. HP had not only backed into the intensely competitive computer business, but had done so on tiptoe, as Bernard Oliver, its longtime research and development chief, later admitted: “We had a way of acting humble in those days because we felt—rightly or wrongly—that IBM, the computer giant, could become annoyed at us at any point and simply squash our computer business.”33 Top management had gone so far as to forbid employees from referring to the computer as a computer, even in casual conversation with one another, much less with customers. (Acceptable euphemisms included “information processor” as well as “instrument controller.”)

Perkins not only insisted on calling a computer a computer as loudly as he could, but also deemphasized (and in some cases discontinued) traditional scientific instruments also handled by the Palo Alto division to put the 2116A front and center. He ventured outside HP to hire salesmen and product managers with computer experience and insisted on doing his own advertising, public relations, trade show promotions, and so on instead of relying on various headquarters departments. “The computer had to have its own sales force—its own everything really,” Perkins recalled.34


Sales of the 2116A picked up as if on cue, with a twist that delighted Perkins and surprised his bosses. As it turned out, a  large majority of buyers used the new machine and the new and improved models that followed hard on its heels not as instrument controllers for automatic measurement, but as stand-alone computers for a variety of other applications. In other words, the company’s customers forced it to embrace a reality that most of its senior management had sought to deny: HP was in fact in the computer business, IBM and Digital Equipment Corp. be damned!

Even so, Perkins’s every move raised the hackles of at least one home office executive with a bigger title than his own. His immediate superior, the general manager of the Palo Alto division, soon suffered what Perkins termed “a minor collapse, perhaps an anxiety attack (having me as a direct report was not the cause . . . I think).”35 Packard transferred the poor man to a job out of the line of fire and promoted Perkins to Palo Alto GM. “I couldn’t conceivably have done what I needed to do if Dave Packard didn’t wish for me to win those battles,” Perkins said.36


Soon after, HP solidified its commitment to computers by spinning the operation out as a separate division, headed by Perkins and housed in Cupertino. There, a dozen miles from headquarters, Perkins presided over what passed for HP’s counter-culture. In a company where white shirts and steel-toed shoes were de rigueur, many of Cupertino’s four hundred employees wore blue jeans and sandals and flouted HP’s regimented work schedule. Software chief Roy Clay led a group of programmers who took to playing golf a few mornings a week, arriving late to work. They might have escaped the home office’s notice had not their number included a recent college grad named Jim Hewlett. One afternoon Clay got an angry call from Jim’s father, Bill, reminding him that the HP work day started promptly at 7:45 A.M. Jim had played his last nine holes, but his co-workers played on, confident that Perkins had their backs.

Not that Perkins was a soft touch. On the contrary, he was a demanding and temperamental boss who often berated his managers even as he tried to insulate them from interdivisional politics. “Sometimes Tom and I would get to the point of almost screaming at each other and my being fired,” Clay recalled. “I don’t know how much we liked each other, but we respected each other.”37


By the late 1960s, Perkins was in charge of the largest and fastest-growing of HP’s seventeen divisions. Each new model Cupertino developed—the 2116 A, B, and C were quickly followed by the 2115A and the 2114A—was significantly faster, smaller, cheaper, and more adaptable than its predecessor. Perkins was laying the foundation of Silicon Valley’s first major computer-making franchise, nearly a decade before the founding of Apple Computer. And then came the disaster called Omega. “Upon reflection,” Perkins conceded later, “Omega was certainly the biggest mistake of my entire career.”38


The object of the project code-named Omega was undeniably audacious: to develop the first 32-bit computer, a machine that offered the promise of twice the speed and thousands of times more memory than the 2116A and its 16-bit successors. “Omega was Tom’s idea, and he was pushing it very hard,” recalled William Terry, a veteran instruments executive who often clashed with Perkins. “It was a big, giant leap forward.”39 If Omega had succeeded, HP might well have vaulted over all of its competitors into a position of preeminence in minicomputers worldwide. As it was, though, the project’s failure toppled Perkins from his perch in Cupertino.

Product development at HP tended to be an incremental process of baby steps forward. Failure was not uncommon, but rarely did a division sink enough money into a new product to  do serious damage—either to its financial results or to the careers of its managers. Omega, though, was a truly radical departure: At a projected cost of $10 million, it was by far the costliest undertaking in HP’s history.

Cupertino’s best minds—some eighty people all told—gravitated to Omega and did a brilliant job of developing the hardware for a 32-bit machine. And why not? HP had always been a hardware company par excellence. But the software was a mess. “In the beginning no one outside of the division understood software, its importance, its cost, and its long-term implications,” Perkins said. “Frankly, it took me a while, too, to absorb these fundamental differences.” A few months into the project, Perkins realized that Cupertino lacked the necessary expertise. “The bottom line was simple,” he said. “A freestanding division simply couldn’t bootstrap itself into the 32-bit computer league.”40


Perkins begged the home office for additional funds and technical resources, but his timing was awful. His champion, Packard, had just taken a leave from HP and moved to Washington to begin a three-year stint as deputy secretary of defense, leaving Hewlett solely in charge. Hewlett remained deeply ambivalent about the computer business, and Perkins had not a single ally among his peers, the other senior executives. “I think it’s fair to say that my vertical support, upward to Dave and Bill and downward to the people in my exploding division, was excellent,” he recalled. “But my horizontal support among my peers, the other GMs, was beyond terrible—they hated my guts.”41


Perkins felt, in the end, that he had no alternative but to kill Omega. “I cancelled Omega, but really the ‘system’ shot it down,” he said. “I should have understood the quicksand that I had led the troops into, so it was a huge failing on my part.”42  Cupertino staffers quit by the dozens and many of those who  remained donned black velvet armbands in mourning for the 32-bit machine of their dreams.

Project Omega certainly exposed Perkins’s managerial shortcomings, but the larger failure was probably Hewlett’s. There is general agreement today that in letting the Omega die HP committed an epic error. It was not until 1978—eight years later—that Boston-based Digital Equipment Corp. (DEC) finally introduced the first 32-bit machine, the hugely successful VAX, and parlayed it into dominance of the minicomputer market. Packard, who never directly criticized Hewlett, nonetheless used the story of the demise of the “promising” Omega project to illustrate the pitfalls of HP’s “cautious approach to computers” in his 1995 memoir, The HP Way.43 Bernie Oliver wasn’t nearly as tactful, declaring flat-out in several post-retirement interviews that HP was wrong to terminate Omega. “I think it would have done a terrific job, made history,” Oliver said.44


In Packard’s absence, it was Hewlett who gave Perkins a soft place to fall. In early 1971, the CEO invited Perkins to move to headquarters and occupy an office just outside his own as HP’s first director of corporate development. Despite the impressive title, Perkins was keenly aware that his authority and status had greatly diminished. “Having been a management consultant, I understood the powerlessness of a staff job,” he recalled. “If you picture a dog lying on its back, legs in the air, in abject surrender before the other dogs in the pack, you will get some idea of the posture I felt I needed to adopt.”45


Perkins tried to make the best of it, organizing budgets for Hewlett’s review and tending to the mechanics of small acquisitions while keeping an eye peeled for something Big and Important. It arrived in the form of a brochure from the Boston Consulting Group titled “How Do You Allocate Resources Among  Competing Corporate Entities?” The answer, BCG argued, was to value above all—profits included—the rapid accumulation of market share early in a product’s “life cycle.” This then-novel approach struck Perkins with the force of revelation, not least because it apotheosized the very arguments he had made while running the computer business. He worked up an impressive analysis of the theory’s application to HP and persuaded Hewlett and the executive council to implement what amounted to a seismic shift in the company’s planning. “The entire budgeting process became infested with this thinking,” Perkins recalled.46


With an assist from BCG, Perkins thus managed to increase funding for the computer business and prevent the Omega from becoming an evolutionary cul-de-sac. The 32-bit Omega was reengineered as a 16-bit general-purpose computer called the HP3000, which overcame a couple of horrendous marketing missteps to eventually establish HP as a force in computing. According to HP historian Michael Malone, “The HP3000 became (in terms of total revenues) probably the most successful product in Hewlett-Packard history—and one of the most popular computers of all time. The model 3000, in its many variants, would live on in the HP catalog for 31 years.”47


Dave Packard returned from Washington to active duty at HP in early 1972, having resigned his Pentagon post out of frustration at the disastrous course of the Vietnam War and his own inability to command the vast military bureaucracy. Packard’s mood only darkened after his return upon the realization that in his absence Perkins had gotten the whole company dancing to the market share tune of Boston Consulting Group. “Somewhere we got into the idea that market share was an objective,” complained Packard, in a tongue-lashing administered to a group of senior managers. “Anyone can build market share, and if you  set your prices low enough, you can get the whole damn market. But I’ll tell you, it won’t get you anywhere around here.”48


Actually, the changes in budgeting and planning that HP had implemented in Packard’s absence were not only immediately beneficial but also essential to HP’s eventual transformation from an electronic instruments maker into a computer giant. But if Perkins was looking to the future, Packard was reasserting the primacy of what he believed to be the eternal verities on which HP rested, failing to recognize how musty some of them had become over time. Packard’s real quarrel was with Bill Hewlett, who as CEO had approved Perkins’s every innovation, but HP’s co-founders had never clashed, at least not overtly, and they never would.

Shortly after he resurfaced in Palo Alto, Packard summoned Perkins to his office and told him that he was through as director of corporate development. Perkins gladly would have returned to Cupertino, but there was no opening there for him, or at any of HP’s other Silicon Valley divisions. Rather than accept the corporate equivalent of a transfer to Siberia and spend years working his way back into favor in Palo Alto, Perkins resigned from HP for the second time in five years.

Perkins left HP with decidedly mixed feelings. Like most ambitious executives, he had hoped to climb the corporate ladder all the way to the top and become CEO of Hewlett-Packard one day. On the other hand, Perkins recognized that he did not fit the profile of the classic corporate overachiever and was better suited to the more freewheeling realm of venture capital investing. “I don’t consider myself a kind of a corporate executive at all, although I was pretty successful at it,” he said. “I think both Hewlett and Packard recognized in me a different kind of executive, a person who could manage but who was restless and  ambitious and aggressive. I think I was a difficult person to manage but worth the trouble.”49


Although Perkins’s sacking as corporate development chief had more to do with political expedience than his own performance, he was not embittered by it. At Kleiner & Perkins, he would back numerous start-up companies that competed with HP, but none of these investments was motivated by a desire for revenge. On the contrary, he continued to hold HP in high regard and took pains to remain on good terms with Packard and Hewlett, who jointly approved a sizable investment by HP’s employee retirement fund in one of Kleiner & Perkins early venture funds. Packard also accepted Perkins’s invitation to join the board of Genentech Inc., the biotech company that was perhaps K&P’s greatest success.

In 1989, Perkins and Packard both arrived early for a Genentech board meeting and retired to a couple of bar stools to kill time before the other directors showed up. HP was suffering through a bad patch at the time, and Packard had just come out of retirement to usher the CEO who had succeeded him into premature retirement. “Before we had finished our drinks, there was a pause in our conversation about HP and its problems,” Perkins recalled. “Dave turned his bar stool toward me and with a wistful smile said: ‘Tom, how did I ever let you get away from HP?’ I was taken aback and very flattered. This was the most significant compliment of my life.”50







CHAPTER THREE

I, CHAIRMAN

MORE OFTEN THAN not, it was as chairman of the board that Tom Perkins exerted Kleiner & Perkins’s dominion over the many companies in which it invested. At the peak of Perkins’s influence, he was chairman or lead director of fifteen companies at the same time, making him in all likelihood the most active chairman in modern business history. Without question, he was the first executive to serve simultaneously as chairman of three companies listed on the New York Stock Exchange: Tandem, Genentech, and Accuson. “I was very involved in all of those companies—way, way beyond just directors’ meetings,” Perkins recalled. “I’ve never worked harder in my life.”1 Such was the force of Perkins’s personality—not to mention his mastery of boardroom politics—that he also was able to dominate many of the numerous other corporate boards to which he belonged over his career without chairing them.

That Perkins was as much professional chairman as he was professional investor was a function not only, or even primarily, of his compulsion to dominate but also of the high-risk, high-reward nature of venture capital itself. Although talented VCs certainly compile a higher batting average than .300 hitters in baseball, they strike out at rates that would bring disqualification  in most every other form of investing. Kleiner & Perkins’s first $8 million was an emphatic case in point. Seven of the first seventeen investments made were losers and in some cases the firm lost all its money. However, these failures were more than offset by two tape-measure home runs: Tandem Computers and Genentech. On balance, Kleiner & Perkins parlayed its original $8 million into asserts worth $400 million over a ten-year period; this worked out to an average annual return to the firm’s outside investors of 47 percent.2


K&P’s impressive performance resulted from a whole lot of heavy lifting. Until Perkins barged into the business, elbows flying, venture capital investing tended to be an altogether more decorous exercise than implied by its risk levels. The typical venture capitalist spent his days in an office poring over business plans and financial reports in search of companies worthy of financing. But Perkins was accustomed to running businesses instead of charting their progress from a distance. In other words, he was an operator, not a financier, and he continued to look to Dave Packard as a role model as he built Kleiner & Perkins into a new kind of venture capital firm. “I did things the way I think Dave would have done them if he was building businesses outside of HP—very hands-on, very technically involved, very willing to start small and build it, not requiring a full-blown plan or clear course of action,” Perkins said.3
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