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Introduction



The Greatest Capitalist


In spring 1964, International Business Machines chair and CEO Tom Watson Jr. was already widely esteemed as the most successful head of a major corporation in mid-twentieth-century America. Watson had an immense capacity for work and drew out similar efforts from others. He displayed boundless common sense but was no genius, and, to his benefit, he knew it; so he probed persistently until he mastered what mattered. He brought keen judgment to business questions; made bold, prompt, firm decisions; and communicated his reasoning forcefully and with clarity. He conversed comfortably with workers and brutalized any manager who dared equivocate. IBM executives were handsomely rewarded for success and punished for failure. All IBMers could expect lifelong employment. And IBM thrived like no other business in the world. As a result, IBM topped surveys of America’s most admired companies year after year. Then, on April 7, Watson made what he called “the most important product announcement in company history.” But the man Fortune magazine would later tag as “the greatest capitalist who ever lived” and name one of the four businessmen of the century—Henry Ford, Alfred P. Sloan Jr., and Bill Gates were the others—let his confidence in IBM get the better of him. As a result, IBM would skate near financial collapse and his own life would be shaken to its foundations. And, in the end, he would lead IBM in its launch of the information-technology revolution touching all our lives to this day.


In the years since his return from flying for the United States Army Air Forces in the Second World War, he had wrestled a stodgy firm taken over by his father, Thomas Watson Sr., in 1914 into the new age of electronic computing. And in his eight years so far as IBM’s chief leading to this day, he had built the company into an information-technology development, manufacturing, and computer sales juggernaut. He created an unparalleled research and development engine, possessed a seemingly bottomless war chest, oversaw an unrivaled sales and service force, and commanded a global industrial infrastructure. IBM owned every market it was in, including 70 percent of the nascent computer industry. More like an entrepreneurial enterprise than a multinational industrial colossus with 150,000 employees, IBM was fast approaching the $3.3 billion annual sales mark—equivalent today to almost $31 billion. That was about four times the revenue of just eight years earlier when he had become CEO, unprecedented growth for a corporation of its size.


In 1955, one year prior to his becoming CEO, a Time magazine cover story headlined “Clink. Clank. Think.” profiled Watson, then IBM’s tall, movie idol–handsome, forty-one-year-old president, and the marvelous new electronic brain he championed. After just four years of commercial sales, computers had as yet touched very few lives. Nonetheless, the world was already growing obsessed with the new thinking machines. And now less than a decade later, IBM computers were rapidly automating operations inside many of the world’s largest corporations and research laboratories as well as government agencies. In the midst of the Cold War, its computers scanned the skies for Soviet missiles and jets for the interlinked North American strategic defense network. NASA’s IBM computers were sending men into earth orbit. The nervous system for the world’s first online flight-reservation network relied on IBM computers. Other IBM machines filled remote stock trade orders in real time. Computers developed at IBM processed business accounts and printed paychecks, figured insurance rates, predicted election results, scored college admission exams, modeled jet aerodynamics, and calculated nuclear weapons’ blast waves. Computers tallied the census, translated foreign words, retrieved historical data, played games, even sang tunes.


Over the past decade IBM had emerged as the quintessential American corporate success story—disciplined, energetic, innovative, global—an unstoppable force bringing dazzling, electron-fast computers to the world. And IBM and Watson were inseparable.


But until April 7, 1964, computers everywhere—perhaps ten thousand installed systems in total—remained specialized machines, each model engineered either for generating raw power and speed for scientific and engineering calculations or for grinding out multiple accounts, actuarial determinations, and other particular business outputs, as well as printing and storing forms and files of all kinds. And one type of computer could not comprehend or communicate with any other type, or use peripheral devices like printers, memory and data storage systems, and consoles that were not specifically designed for it. That incompatibility meant that each time an organization grew or its needs changed it had to buy another entire system, rewrite its software and stored information, and train staff to operate the new equipment. Only large companies and big government agencies and labs could afford the costs associated with owning and operating the massive and complicated machines—though many more companies ran their accounts and other operations by renting runtime on service bureau computers. IBM in turn faced the expensive logistics and complexity of engineering, manufacturing, and servicing proliferating lines of computers and peripherals. On this day, Watson announced that was all about to change: IBM was jettisoning the industry’s previous technology and business model. Watson intended to make all existing computers, including IBM’s own, obsolete.


IBM had engineered an entirely new sort of computer, a mainframe machine that would be fully compatible with all other IBM computers in a totally reconfigured product line, from the slowest, least powerful machines to the fastest, and including all plug-in peripheral devices. The new comprehensive computers would serve as one system for all users, carrying out scientific calculations and business tasks and able to carry out multiple operations concurrently, whatever an enterprise had asked of its previously purpose-built mainframe computers. For users, only the number of operations per second a computer could carry out would distinguish any of six models from each other. Together the revolutionary new product line was known as the IBM System/360—360 for all points of the compass.


In bringing out the 360, Watson was making a bet-the-company gamble, one that would eventually amount to the largest private investment in business history. He was gambling that IBM could launch an entire new product line and by doing so transform the computer industry, power its future, and keep his company on top in the fast-growing, ever-innovating new business for years to come. In effect, IBM was replacing a prop airplane’s motor with a jet engine while also changing its wings and instrument panel and doing it while in midair. If the 360 flopped, as some industry observers and even internal critics predicted it would, the IBM jet would crash. Watson was putting his company’s very survival in jeopardy.


His relentless emphasis on advanced electronics research, materials science, investment in computer science, and disciplined commercialization had paid off to date in the development of numerous seminal information technologies—hard disk drives, high-speed memory and storage, integrated and reliable semiconductor chips, ever-faster computational speed, universal computer languages, plug compatibility, and automated semiconductor-chip manufacturing, all of which coalesced in the System/360.


What mattered of course was what the new thinking machines—each slated to become the most powerful and lowest cost in its class—could do. The 360 heralded a future with solutions to myriad problems previously beyond calculation, even imagining. The new computer, in conjunction with other advances, would eventually make possible numerous consumer conveniences, safety measures, and business operations today taken for granted, from automated long-distance telephone calling to banking machines. IBM’s computers and magnetic stripe data storage technology would provide the backbone for the credit card industry; networked computer telecommunications and time-sharing across enterprises would enable simultaneous operations allowing remote input and output from multiple terminals and eventually distributed sites, offices, and finally desktop workstations. Other inventions tied to IBM would transform supply-chain, wholesale, retail, and delivery businesses of all types, through optical scanners and barcodes that provided the basis for retail universal product code (UPC) scanning for real-time inventory management and tracking. The arrival of the relational database would allow queries, combination, and retrieval of stored data sets for business transactions, insights into operations, and identification of opportunities, from sales reports to bank transfers. Early advances in machine learning and artificial intelligence, too, would grow out of IBM relational database developments. In a few years, the floppy disk would make low-cost data and software portability convenient and personal computers feasible; and eventually miniaturized dynamic memory would power microprocessing in today’s cell phones and countless other devices.


Competitors soon raced in to make 360-compatible equipment and software programs and more and more universal mainframe computers and peripherals hit the market. The demand for computing power would launch the world’s most successful industry and speed the integration of computers throughout society. The mainframe computer based on the architecture of the 360 would become the “thinking machine” at the heart of virtually every large organization for more than two decades and remains in use in some organizations to this day. The core research and fundamental discoveries accomplished by IBM became the foundation stones of modern computing, the internet, and artificial intelligence.


But not on this historic day. The reality was that the vaunted System/360 computers displayed for the press and customers at the IBM development center in Poughkeepsie were hollow—literally. Most of the machines were made of plywood, painted and configured to look like the stylishly modern 360. The compatible operating system was months, in fact years, from being ready to do the marvelous information-processing tasks promised; the costly surgical-room-clean factories to manufacture the breakthrough types of hybrid computer chips powering the 360 were still under construction around the world; and IBM was racing to hire and train fifty thousand additional employees to staff them.


The reception for Watson’s 360 announcement was stupendous, unprecedented. An astonishing one hundred thousand nonbinding orders piled up in the six months after the launch. But Watson had overpromised: delays in delivery dragged on and on while engineering and construction costs spiraled out of control—with no end in sight. Meanwhile, IBM began losing impatient customers to competitors and its cash reserves dwindled until one of the world’s most valuable corporations was just weeks from not being able to meet its payroll. The wheels of the unstoppable IBM juggernaut were wobbling.


The two-year-plus struggle to get the System/360 out the door would nearly break IBM and lead to toxic rivalries in the battle for succession at its top. With his company at risk, Watson would in effect fire the person charged with opening the logjam, his beloved younger brother, Arthur Watson, known to all as Dick, the person first in line to succeed him as CEO. Watson would in the end hand over control of the firm, led for its entire almost-sixty-year history only by his father and him, to a man he loathed and nearly came to blows with. And through this C-suite tumult, family drama, and tragedy would come world-changing triumph. In the end, Watson and IBM would launch the digital age we live in today.
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More than a half century after he retired from IBM, much can still be learned from Watson’s phenomenal success as a technology business leader, from his management techniques, and even from his personal struggles with the emotional demons that lay hidden beneath his success. His leadership at IBM emphasized the importance, he said, of “good human relations and for the high morale they bring” to win the loyalty needed to meet management’s lofty goals. He boiled down his thoughts on IBM’s practices and beliefs in a series of lectures he gave at Columbia Business School in 1962, published as A Business and Its Beliefs, and in what he called “Management Briefings,” one-to-two-page memos that he sent out on an irregular basis from 1958 to 1971 to all levels of management at IBM. The briefings took up topics as simple as answering the telephone when it rings—which he did often to the surprise of callers—because he declared time and again, “IBM means service,” to an insistence, he wrote, that “each employee must observe the highest standards of business integrity and avoid any activity which might tend to embarrass IBM or him.”


In a fast-changing, innovative technology industry, Watson organized IBM to encourage decentralized, speedy yet considered decision-making. “Cooperation must outrank self-interest” among divisions, departments, and their managers, he insisted. But a decentralized yet cooperative management structure could succeed only by frequent, multi-channel communication up and down within the company; he devoted an extraordinary amount of time to it. He ran IBM with a deep and abiding fear of failure and warned, “Complacency is the most natural and insidious disease of large corporations.” He wanted all managers to share his fear and had outsized expectations of them, enriching many and derailing more than a few careers. But IBM had to win employee loyalty ceaselessly, because, he explained, “No matter how good your people may be, if they don’t really like the business, if they don’t feel totally involved in it, or if they don’t think they’re being treated fairly—it’s awfully hard to get a business off the ground.” He motivated productivity by showing he cared about each person as an individual and keeping employees well compensated and their jobs secure. But ultimately, change was the essence of a business. “The only sacred cow in an organization,” he declared, “should be its philosophy of doing business.”1


No individual biography of Tom Watson Jr. has ever been written, yet arguably few business leaders if any in American history—not Vanderbilt, not Carnegie, not Rockefeller, Morgan, Ford, or even Gates, Jobs, and Bezos—have had such a transformational and enduring impact on today’s society, work, and each of our lives. Watson wrote a 1991 bestselling memoir, Father, Son & Co., but left much out—about executive leadership at IBM, the tumultuous System/360 crisis that nearly sank his company, the brutal fight for succession as CEO after him, how work affected his life outside the office, and the tragedy that befell his brother, Dick Watson. He also left aside many details about his shambolic, unhappy childhood and dissolute playboy years, his brushes with death in World War II, his lifelong struggles with undiagnosed major depression and dyslexia, the bitter tears of his often-strained marriage and other fraught family relationships, his risk-taking behavior in the cockpit and at sea, and of course his final years.


The authors met when Marc came on a podcast that Watson’s eldest grandson, Ralph, hosted, to talk about one of Marc’s earlier books. We realized that we both had attended Brown University, where Watson remains the most influential alumnus in its modern history. Ralph recalls well his many days and weeks spent with his grandfather. Often, especially summers at Watson’s beloved family vacation compound in North Haven, Maine, Ralph would sit down to meals with one or more of his grandfather’s famous friends—Teddy Kennedy, Andrew Wyeth, George Kennan, Walter Cronkite, Jimmy Carter, Mærsk Møller, Vartan Gregorian, and many others—to enjoy his unstinting hospitality and astute take on world affairs. We agreed that Tom Watson Jr. deserved to be better known today as more than just a namesake for an AI program that won at Jeopardy. In sharing the research and writing of this biography, we have reached out to his surviving friends, family members, and the business, charitable, and government associates who knew him best. We gained access to personal and corporate papers and unpublished manuscripts and photographs unavailable to previous researchers. IBM Corporate Archives opened its doors to us, an unusual privilege for outside scholars. Our interviews and documents gave us an insider’s access to events that even some of those in the top tiers of IBM management or the federal government working with Watson did not have.


It has been thirty years since his death on the last day of 1993. At his funeral, then Brown University president Gregorian described him as “an extraordinary man, a complex man.” This book grew out of a desire to better understand him and how he led IBM in launching the information-technology revolution, which plays a determining role in almost every aspect of our lives today. We are delighted to share his life with you in full.


—Ralph Watson McElvenny and Marc Wortman
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The Cash


Thomas John Watson Jr. was born on January 14, 1914, seemingly under a malign star, coming into life at a grim moment for his family’s and the world’s prospects. Thomas Watson Sr. and Jeannette Kittredge Watson’s first child arrived in the couple’s home in Dayton, Ohio, as tensions in Europe were inexorably sucking virtually all the world’s great powers into the vortex of what would become the most cataclysmic war in history. The United States would not enter the Great War until April 1917, but fear of war, mounting trade disruption, and economic turmoil weighed heavily upon the nation. More direct and dire woes beset the family, though. Over the past year, Thomas Sr.’s life had shattered. At age forty, when most business executives’ careers were taking off, he was newly unemployed. In a few months, he had gone from being the number-two man at the National Cash Register Company, an American industrial giant, and a widely admired leader of Dayton society to an object of public scorn and even shame. A potential yearlong federal prison sentence hung over his head. Depending on who told the story, he departed NCR after seventeen years willingly or he was fired. In any case, he fled Dayton, moving his wife and newborn to a New York City hotel from where he began searching for work. These harrowing events would reverberate for the rest of Tom Watson Jr.’s life, shaping his and his father’s outlooks as they built and successively led the world’s most dynamic company for much of the century to come.


But for T.J., as Thomas Watson Sr. was known to business associates, this was far from his first experience of hard times and sudden reversals of fortune. In fact, he had grown up in a family whose history had been steeped in toil and sharp falls. T.J.’s grandfather, John, immigrated to New York City from Ireland sometime in the late 1840s or early 1850s; the precise date is lost to history.1 He and two brothers left Ireland amid the grueling potato famine and joined two million other Irish refugees seeking better lives in the US. John would become a naturalized citizen on November 5, 1855. He moved inland to farm in the river valley region below the Finger Lakes of south-central New York State. John cleared and farmed the land with his wife and their four children, including a son, Thomas. Each succeeding Watson generation would also name a son Thomas.


John’s son Thomas married Jane Fulton White, a local woman also of Scots-Irish descent. The couple settled initially on a small farm in Steuben County, between the towns of Corning and Bath. Along with the farm, Thomas and his brother Andrew operated a timber-harvesting and lumber-cutting business. Thomas was remembered as a stern, laconic, bearded man, given to dark moods—a classic Scots-Irish laboring man. He was a devout Methodist, tall, lean and strong, a tough man able to hold his own in the lumber camps. By contrast, Jane displayed a cheerful industriousness that served the family well as they moved from one Steuben County settlement to another in pursuit of uncut timber stands and better opportunity in the cutthroat lumber trade. Thomas and Jane had four daughters. On February 17, 1874, their last child and only son, Thomas John Watson, the future T.J. and father of Tom Watson Jr., was born.


Poor luck and hardships plagued the youngster’s family: their house burned to the ground, the devastating depression of 1873 to 1879 wiped out demand for lumber, and after its rebound, the catastrophic rains that unleashed the Johnstown Flood of 1889 destroyed their large stand of timber. For long stretches, the couple had little to put on the table for their five children. But after each setback, the elder Thomas never lost faith in his ability to rebuild his family’s fortunes; pluck and hard work, along with steady churchgoing, would, he told his son, be rewarded with prosperity. As T.J.—then known as Tommy—grew, the family settled on a hundred-acre farm in a valley within the hamlet of East Campbell, an hour by horseback from Painted Post, a six-hundred-resident town, the region’s largest. T.J. Watson Sr. would memorialize Painted Post as his childhood homestead, which he would turn into a church retreat.2


Despite his family’s hardships, T.J. remembered a happy boyhood running through the valley and fishing in the streams, with his parents setting an example for him of “a Christian home life.” His father also taught him lessons about business, including the value of credit “if you want to progress” and “the importance of thinking before acting,” he related in handwritten, late-in-life reminiscences about his family’s past.3 T.J. said little about his father, though T.J. believed he was smarter than his father—“I was positive of that,” he later insisted. But he would remain devoted to his mother, whom he resembled and who favored her youngest.4 Jane sent young Tommy off each morning on the short walk to a nearby one-room red-painted schoolhouse and encouraged him to apply himself to his schooling, viewing education as a way to escape the hard labor and setbacks that had beset his father’s life. She encouraged him to continue his education well beyond that of other local farm boys. She helped him with his schoolwork and, in later years when he began to be called upon to address business and civic gatherings, his first speeches. After his father’s death sometime around 1900, his mother became what he termed “my confidential advisor.”5 He would remain devoted to her.


After finishing grade school, Tommy boarded in the neighboring village of Addison, where he attended a local high school. A photograph from around that time shows that he had already grown taller than the other boys—on his way to six feet, two inches tall, sprouting early and looking awkwardly gangly like his future son in his youth. Tommy was dark haired above protruding ears and rail thin below, with a long, bony face ending in a cleft chin that jutted far out beneath thin lips and a narrow, somewhat hooked nose. His darkly piercing eyes would gain notoriety in later years for their capacity to size up and take down a subordinate for subpar performance. His out-of-proportion features were not yet handsome, which they would later become, but those same physical traits, whittled to more winning dimensions in his son, coupled with equally piercing blue eyes, would lend Tom Jr. his matinee-idol looks. Classmates remembered Tommy as shy to the point of stuttering from discomfort in social situations but also as a prankster—traits that his far more wayward son would also inherit. Beyond his desire to get ahead, the future IBM founder demonstrated no particular talents, though he maintained good grades—unlike Tom Jr. In 1891, he took a six-dollar-a-week bookkeeper’s job at a Painted Post general store. A year later, he was doing the same work for no more money at a hardware store.


The future highest-paid man in America rarely mentioned his Horatio Alger–esque rise from hardscrabble and humble beginnings. In fact, he was embarrassed by his childhood poverty and early struggles. He preferred his standing as a great man, a king within his IBM realm. Despite eventual worldwide success and tremendous wealth, he could never give up seeking ways to demonstrate his personal success. He insisted on being rewarded for his company’s growth with an outsized portion of its profits, purchased one of the grandest mansions in New York City, wore London-tailored suits even in leisure hours, befriended the most prominent people of his times, and craved outward emblems of grandeur, including honors from heads of state and the sometimes-manufactured adulation of his employees. Disdaining his father’s love of attention, Tom Jr. sought ways to avoid special treatment. When he began to establish an independent place within IBM and push the company in novel directions, the ambitious and rebellious son and insecure father were bound to clash.


Unable to earn more at his bookkeeping job in Painted Post, the eighteen-year-old Thomas jumped when given the chance to assist the hardware store’s itinerant salesman selling to the farms around the region. Thomas became what was then known as a drummer, traveling from farm to farm along the dusty roads outside Painted Post, selling pianos, pedal organs, sewing machines, even caskets, from the back of a wagon. Gradually overcoming his shyness, he enjoyed meeting new people. Itinerant peddlers in the period were caricatured as scoundrels and drunkards, not to be trusted near the farmer’s daughter. But Thomas longed for respect, dressing in a successful drummer’s gaudy garb of a top hat, piped pants, and colorful jacket. Above all, he found making sales filled him with pride—and his pockets with more money. Thomas relished his commissions and the things he could buy with them. When the chief salesman moved on, Thomas took over the territory.


Decades after his father’s death, Tom Watson Jr. recalled how much he “loved talking about those early days as a peddler. ‘Everything starts with a sale,’ he’d say. ‘If there’s no sale, there’s no commerce in the whole of America.’”6 He would remain obsessed with marketing and sales for the rest of his life. And he was good at it. His son thought, “You’d be attracted by his good looks, his slightly reserved way of speaking, his attentiveness—and before long you’d find yourself sold.” Even during the terrible Panic of 1893, Thomas made respectable commissions. But the long-lived goods he carried did not offer the chance for repeat sales and growth. He was learning lessons about how to sell and also what to sell. And his ambitions grew. When the owner of the hardware store sold out his business, Thomas departed for New York State’s second metropolis, Buffalo, to seek bigger opportunities. He would find a stepping stone to his future there, but he tripped badly and often as he went.


In Buffalo, he searched for work for weeks, almost giving up and asking his father for the money to buy a ticket back to Painted Post. Finally, he found a job selling sewing machines. Things started well, and for several weeks Thomas earned commission income far above anything he had ever made. But once again, bad luck struck. After joining the other top-hatted drummers at a saloon for their regular after-hours drinks, Thomas stumbled out to find, to his horror, his wagonload of sewing machines was gone. So were his job and his savings. Broke, he slept atop a pile of sponges in the basement of a drugstore. With just one suit to his name, he had to wait in his underwear in the back of the tailor’s shop while having his clothes pressed. Thomas took lessons from his setbacks that would one day become dicta for his employees. From that day on, he never touched another drop of alcohol, developing such an abhorrence for drinking that he famously banned alcohol service at any IBM function or facility. He expected employees not just to look like upright citizens but to live an exemplary homelife—or risk losing their jobs.


He also began to see the value in overcoming failure. His early experiences would later become the basis for his optimism in the face of gloomy business forecasts. He would preach a gospel of success that would become as much a part of the future IBM as would its “think” signs. His and his father’s many business setbacks also helped him to see that some men fell through no fault of their own, or that if at fault, they might redeem themselves. He developed a sympathy for the workingman’s challenges that endured as he rose to the top. He would make IBM a model corporation for offering its employees’ opportunities for self-betterment. Such liberal attitudes, coupled later with national-level Democratic Party politics, were rare among his corporate peers when he became a corporate chieftain. Tom Jr. listened to his father’s oft-repeated stories about his early struggles. Despite growing up in gilded circumstances unknown to his father, he inherited an almost evangelical desire to improve opportunities throughout American society and at IBM, and support for liberal causes and Democratic Party politics.


In 1895, yet another disaster befell Thomas. But in misfortune this time he would find an unsuspected opportunity. The owner of a new savings and loan bank hired him to go about town selling shares in the bank. Thomas was good at it and made plenty of money quickly, which he used to buy finer clothes. He also opened a butcher shop that he intended to operate on the side, with visions of building a chain of butchers. But the savings and loan scheme proved a scam. The crook behind it ran off with the shareholders’ money and the rest of Thomas’s commissions. Once again, he lost everything. Even the butcher’s secondhand cash register had to be returned. The twenty-one-year-old hauled the cash register back to the National Cash Register Company store. Thomas had noted that Buffalo businesses and saloons valued NCR’s shiny registers for ringing up and tallying sales. Stepping into the NCR store, he did what he was learning to do exceptionally well: he sold himself. It took several return trips, but the tenacious Watson eventually won a job selling cash registers.


Selling registers for the Cash—as the company based in Dayton, Ohio, was known—offered an ideal school in sales techniques for the young and determined Watson. The Cash’s famous owner, John H. Patterson, some thirty years older than Watson, had also descended from pioneer farming stock. He had tinkered with clunky existing cash registers to make them more compact and dependable machines. Before the mechanical cash register, stores, restaurants, and saloons had no way besides pencil and ledger book to keep a running account of sales, key to preventing losses due to theft and bookkeeping errors.


Other firms also made and sold cash registers. But Patterson’s chief place in business history comes through the sales force he built. He was the first captain of industry to design standardized sales methods and use them to forge a unified national sales force. He trained agents at a sales school at the Cash’s Dayton headquarters. He regularly brought salesmen back from the field to reinforce their training and to attend conventions orchestrated to stoke their fire for selling. Through the NCR culture, training, and “scientific sales methods,” Pygmalion-like, he took ragtag drummers, many with limited education and little sophistication, and molded them into the country’s first professional sales force.7


The proof of Patterson’s NCR sales program’s effectiveness came back to him every day in numerical reports. He had devised a point system that gave weight to a sales territory’s size to enable him to monitor some two hundred branch offices and nearly one thousand sales agents’ relative performances. The bantam, mustachioed, animated “father of modern salesmanship” brought an evangelist’s fervor to selling. Wherever the NCR sales agents worked, signs with slogans of his coinage festooned their walls and desks: “It Pays.” “We Progress Through Change.” “Do It Now.” Sales offices started the days with company songs and agents gathered at annual conventions in Dayton. They heard inspirational speeches from Patterson and attended continuing education programs. All agents who made their sales quota were rewarded with membership in the vaunted Hundred Point Club, with bonuses such as an all-expenses-paid trip to a grand celebration in Dayton, luxury stays in New York City, and $150 in gold.


When T.J. came to control a sales force of his own almost two decades later, he would often say to his family and others, “Nearly everything I know about building a business comes from Mr. Patterson.”8 That included his volatile and tyrannical nature. Patterson was a mercurial bully whose volcanic temper regularly erupted, at times to violent effect. He could bear no rival or even visible adjunct to his authority. He threw the contents of offenders’ offices literally out the window, more than once setting fire to their furnishings to give their owners what he suggested would be a “fresh start.” When an executive became seemingly indispensable to NCR’s success, his days at the Cash were numbered.


But it was not by fear alone that he inspired loyalty and productivity in his employees. He also won eternal fealty by offering employees high wages and commissions, superior working conditions, and benefits that few firms anywhere in the land offered. Work hours were limited. NCR plants were brightly lit, clean, and safe. Female employees sent their children to company nurseries. Families received free medical care and could spend leisure hours in a company-owned park with a swimming pool and baseball fields or any of the many Dayton cultural institutions Patterson built. Executives received free NCR country club memberships. This all-embracing corporate culture based upon an unwritten social contract between the generous employer and dedicated employee drove loyalty, productivity, and outsized profits. Later, when IBM commanded its markets and reaped its own large profits, Watson would adopt most of these same inspirational and socially progressive worker and employee benefit programs to build his company’s cohesive, widely admired culture. His son would continue them in ways suited for a different age and type of employee.9


In the dog-eat-dog world of Gilded Age commerce, the imperious “Napoleon of the Cash Register” believed that NCR’s shiny brass machines should dominate the cash register market. But upstart competitors—few with more than regional sales—tried to beat NCR with lower prices and better technology. Their temerity infuriated Patterson. He demanded that his agents do whatever they needed to beat the competition. They were coached on predatory tactics. In the Wild West of commercial sales before enactment of federal commerce regulation, sneaking into an establishment to break other companies’ registers, sabotaging their sales vehicles, and waylaying competing agents at a prospect’s doorway were commonplace. Patterson would not accept anything less. At a sales meeting, he practically foamed at the mouth as he yelled at the gathered agents, “Kill them… Crush them!”10


And he paid top dollar for salesmen who did just that. A sales agent could hope to earn on average a hundred dollars a week within a few years—at a time when most American families were living on ten dollars per week. T.J. Watson later recalled that when he told people back in Painted Post that he made thirty dollars on the sale of a cash register, they called him the biggest liar in the Cohocton River valley.11 In his best week on the road, Watson made $1,200, an astronomical sum for a young man from the countryside. Watson would recount his raucous days at the Cash in the early years of IBM sales events, often to rollicking laughter. But he gradually dropped all mention of the sordid parts of that past, as he came to espouse the Golden Rule as IBM sales gospel.


For now, following so many failures, the young man wanted to win; he wanted to ring up the sales. He did not just like making money, he loved the prestige and material showiness it made possible. He went after the competition with all the firepower Patterson demanded his sales agents deploy, without regard for social or legal niceties. But to be fair, in the gloves-off, turn-of-the-century sales fight, Watson may simply have been ignorant that anything Patterson demanded went over the line.


The young Watson’s “points” swiftly won notice. Within a year, he had his own territory. In 1899, headquarters dispatched Watson, at age twenty-five and among the youngest of NCR salesmen, to Rochester to take over its faltering sales office. In short order Watson turned around one of the Cash’s worst-performing branches. Within months, based on Patterson’s metrics, Rochester stood sixth across the entire land. Over the next four years, Watson smashed the local manufacturers and sales competition, driving virtually all of them out of business and delivering Patterson’s prime strategic goal, a monopoly, or nearly so, within each branch office’s territory. Watson’s commissions reflected his success. He bought a large house and moved in there with his parents and sisters, plus a sister’s husband.


Studying the 1903 rankings, sales quota points, and reports from managers, Patterson could see that Thomas Watson lived to win sales. But despite his high standing, Watson was surprised when he got the call to report to headquarters in Dayton. His orders were not to tell anyone about it.


Standing before Patterson in his office at the Cash, Watson was awestruck. Before this, he had only seen Patterson at large sales conventions. He had no inkling why he was summoned to meet the Cash’s king. Hugh Chalmers also met him there; Watson knew Chalmers from his first days in Rochester, before Chalmers moved to the Cash’s headquarters. His star had risen in Dayton until he became general manager, second to Patterson—though in reality nobody except the owner held sway over his industrial and sales empire.


The two men explained to Watson that the sober, hardworking young man was their choice to set up a network of used cash register stores. NCR would subsidize the new enterprise to the tune of $1 million, an immense investment. But he was not in business to sell secondhand NCR registers as such; he didn’t even need to make a profit. Not at all. Instead, his goal was to undercut the used cash register trade, to “knock out” rivals selling secondhand machines. In the era of monopolistic enterprises, Watson’s mission was to eliminate low-price competition for NCR’s new registers. The business’s connection to the Cash had to remain secret; for nearly four years, Watson “disappeared” from the Cash’s ledgers.


During that period, he opened and closed numerous Watson (later American) Cash Register and Second Hand Exchange stores. With a stock of registers from NCR’s own warehouse of used and outmoded machines and those he bought from customers, he set up most of his storefronts within sight of other used cash register dealers—in Chicago, Detroit, Los Angeles, New York City, Philadelphia, St. Louis, and elsewhere. His prices undercut the adjacent stores no matter how low they went until they were forced to sell their businesses to him or go bankrupt. But the registers he sold had been tinkered with so that they would break down quickly. The Cash’s salesmen would swoop in and “rescue” purchasers who had bought Watson “knockers,” relieving their misery by selling them new NCR registers.


Watson was as good setting up a grift as he was running a legitimate sales branch. Thanks to the “success” of his con, the Cash scooped up fourteen competing manufacturers and used cash register stores and bankrupted many more than that. The competition was swallowed or folded into oblivion until, in 1906, mission accomplished, NCR closed down the secret Watson operation. According to Chalmers, by then NCR held a 95 percent market share virtually everywhere in the land.12


Watson went back to Dayton in triumph, receiving a manager’s job at the Cash. Not long after his return, Chalmers managed to infuriate Patterson, which was not hard to do. The boss summarily fired him, along with half a dozen of Chalmers’ associates. In August 1908, Patterson elevated Watson to assistant sales manager. With his monopoly secured, a happy boss then went off on a two-year sojourn in Europe. With Patterson away, Watson took the opportunity to make changes to the previously sacrosanct sales methods, giving sales agents greater liberty in their pitches to prospects. In that spirit, he created a motto, think. He later adopted it as IBM’s enduring, famous motto. The unleashed NCR sales force revered him. With little competition and a growing demand for cash registers, sales had doubled by the time Patterson returned in 1910. Patterson elevated Watson to general sales manager. He now stood higher at the Cash than anybody except the boss. Patterson showered gifts on his protégé, including a town house next to his own and a gleaming new Pierce-Arrow town car. Patterson introduced the younger man to Dayton’s high society and business clubs. T.J. soon won seats on various executive councils.


Watson’s son recalled his father telling him that “his ambition grew in stages. The more he saw of the world, the more he wanted to achieve.”13 Through the Cash and Patterson, his horizons grew immensely. So too did his ambitions.


One of those ambitions was to have a wife worthy of his aspirations. He was handsome, tall, well off, prominent and respected, a sharp dresser, one of the most eligible bachelors in the thriving city. At a society event in 1912, Watson, about to turn thirty-eight years old, met Jeannette Kittredge. At age thirty-one, she was sober, religious, and educated, the daughter of a successful industrialist and church lay leader, who was one of the most respected men in Dayton society. Jeannette dressed simply, perhaps a tad somberly, wore sensible shoes, and did little to enliven her pleasant appearance. But for Watson, the scrappy son from the countryside, the boarding school– and Wheaton College–educated, urbane Jeannette marked his arrival in Dayton’s elite circles. They wed that year. Although at times tempestuous, their union would last for forty-three years.


Their social differences sometimes weighed on Jeannette. She would quietly correct T.J.’s faulty grammar and reprimand him for his sometimes-liberal swearing. At social events down the years, she would remind him to watch his table manners, restrain his love for the sound of his own voice in his talks, and at least try to cool his brutal temper. The frugal midwesterner Jeannette never grew comfortable with her husband’s spendthrift ways. He wanted grand things for show, for pleasure, and to impress, even when he could not afford them. Often to his wife’s chagrin, once nearly to the point of marital breakdown, he spent money he did not have—buying a gentleman’s farm, racehorses, summer homes, art, yachts—“if it came in, it went out,” said his son, Tom Jr. But he spent it with a purpose, claimed his son: “to express his generosity, to cement his family and company, and to ease his passage upward in society.”14


As with throwing money around, winning a wife with such a respectable profile signaled his arrival at the pinnacle of Dayton society. He had overcome his impoverished rural origins, limited education, and multiple financial setbacks, to scale the heights of American business and society. In later decades when he headed a global corporation of his own and was celebrated as America’s “greatest salesman” and the highest-paid executive in the land, Thomas Watson Sr. always called winning Jeannette Watson “my greatest sale” and proudest achievement. Such was his need for demonstrations of his lofty status, though, that next to winning Jeannette’s hand stood, in his mind, his June 1937 audience with King George VI, perhaps the age’s ultimate status symbol. Certainly it was for a country boy with Scots-Irish roots.15


As a wedding present, the proudly paternalistic Patterson built the newlyweds a summer house next to his own. They went off on a honeymoon. Jeannette returned pregnant. The farm boy from Painted Post seemed to have it all: the love of an attractive, educated wife; a child on the way; wealth; power; esteem; and prestige. And then all of it came crashing down.


Patterson and NCR had not heard the last of the aggrieved Chalmers. After getting sacked, he had taken over a small Michigan cash register manufacturer. Within a few years, he filed a restraint-of-trade lawsuit against NCR. Around that same time, Patterson’s predatory tactics and monopoly hold on the cash register market ran afoul of newly zealous federal regulators. As part of a national backlash against corporate monopolies and their efforts to strangle competition, Justice Department trustbusters in 1912 brought indictments against Patterson and twenty-nine of his executives on charges of having violated the Sherman Antitrust Act. Besides Patterson himself, Watson was the highest ranking of the NCR men charged. Chalmers served as the star witness for government prosecutors, laying out everything from the physical violence and sabotage of competitors’ sales agents to, of course, Watson’s Second Hand knocking out the competitors in the used cash register market. On February 13, 1913, a Cincinnati jury convicted twenty-nine out of the thirty men.16 Patterson and T.J. Watson were each sentenced to the maximum one year in jail and a $5,000 fine. (The others received lighter sentences.)


“I do not consider myself a criminal,” Watson defiantly declared. “My conscience is clear.”17 But newspaper headlines ran his formerly sterling name through the mud. Portrayed as a scoundrel, Watson refused to acknowledge any stigma attached to the verdict in public, but management guru Peter Drucker, who came to know him in the 1940s and considered him one of the greatest American business leaders, said, “I don’t think he ever recovered from it.”18


The guilty men went back to the Cash while their lawyers filed their appeal. Then divine providence intervened in the form of torrential rainstorms in late March 1913. The Great Miami River levees in downtown Dayton burst. The Great Dayton Flood, the worst in the city’s history, sent twenty feet of water coursing through the city center. Patterson rushed to save Dayton. His factories, which sat above the floodwaters, built a flotilla of rescue boats and sent them to pluck people to safety; he opened the Cash’s grounds and buildings to shelter some sixty-five thousand evacuees. T.J. happened to be working in New York City; from there he organized multiple relief trains to speed supplies to the desperate populace. The Cash continued to provide aid and building materials while the people of Dayton dried out and rebuilt. Newspapers that had heaped scorn on the men for the past month now lionized them.


The courts could not ignore the tens of thousands who declared their undying gratitude toward the men and their company. For two years Patterson, Watson, and the others’ fate still remained in doubt, but on March 13, 1915, the Sixth Circuit Court of Appeals overturned the lower court’s ruling on a technicality and declared that a new trial should be held. The case would eventually be dismissed entirely on February 1, 1916.


But Watson’s experience with federal regulators and the overwhelming power of a motivated federal government terrified him. When he built IBM, T.J. took steps to ensure all future actions remained aboveboard and ethical to avoid ever being placed in such a position again. But he also refused to accept that a company’s very success could ever lead it to act in constraint of competition. Ironically, despite his efforts to avoid any unethical behavior by his sales force, the powerhouse company which became IBM would bump up against Justice Department lawyers and remain under almost constant federal scrutiny for nearly six decades. IBM’s fears of running afoul of antitrust laws would have profound consequences for T.J.’s son and IBM in shaping the future US computer industry.


After the flood, while still awaiting the outcome of his appeal, Patterson had cleaned house. In the early fall of 1913, T.J. arrived at the Cash to find his office furnishings alight in a Patterson lawn pyre; his sales leadership duties were stripped from him. He remained on the payroll for a few more weeks. But at the end of November 1913, after seventeen years with NCR, Watson left the company. Perhaps the tale is apocryphal, but at age forty he reportedly remarked as he departed the company campus: “I’ve helped build all but one of those NCR buildings. Now, I am going to build a business bigger than John H. Patterson has.”19


Thomas Watson felt scorched and deeply demoralized.20 He decided he should leave Dayton. After the birth of Tom Jr., at the start of 1914, he, his wife, and their infant son departed for New York City, taking up residence in a hotel. “Dad’s carefully built-up security was gone,” his son later recounted.


But he insisted that he should look like he did not need the jobs for which he searched. Ever the salesman concerned with his image, he hired a limousine to take him to his various job interviews.21 In fact, he held off when he received offers of solid salaried positions. He wanted to run a business. After two months of meetings, T.J. found one—though many of his former business associates could not understand his next move.22


Through a mutual acquaintance, Watson met Charles Flint, a celebrated Wall Street financier known as the pioneering “father of trusts.” Another buccaneer-capitalist, Flint had assembled several conglomerates, holding companies that roped together combinations of industrial enterprises, most notably in rubber, but also chewing gum, autos, guns, even linking up with the Wright brothers to sell their airplanes in Europe. His rudimentary version of today’s private equity firms bought up distressed companies, selling shares in the highly leveraged holding company to investors and paying high dividends to them and himself, often by taking on more debt. He liked Watson’s combination of hard-driving energy, optimism, and personal charisma, even his social shyness, a rare trait on hucksterish Wall Street.


Flint hired T.J. Watson Sr. to head up his latest and, insiders could see, weakest holding trust, CTR (Computing-Tabulating-Recording Company), a conglomerate he’d formed out of thirteen independent manufacturing firms. The company’s board fretted about hiring a man facing a possible year in prison. “Who,” a board member asked, “is going to run the business while he serves his term in jail?”23 As a sign of his confidence in himself, T.J. wanted a relatively small salary but options to buy about 1 percent of the company’s stock, which he did eventually. Plus, he would again work as a “commission” man, taking 5 percent of after-tax profits, if any accrued. As the company prospered or faltered, so would he.


But friends warned Watson to walk away from the deal. Two previous candidates had turned down the job. Flint had inflated CTR’s stock price with fishy accounting and freighted it with debt twenty-five times more than its assets’ value and twice its market capitalization. And Flint had created a Frankenstein’s monster: the holding company comprised multiple ill-fitting parts and most of the parts were ugly. CTR divisions manufactured time recorders for clocking in employees and manufacturing; wall clocks for classrooms and offices; and tabulating scales, coffee grinders, meat carvers, and cheese slicers for grocers, industrial kitchens, and other food purveyors. The company also sold mechanical tabulators for compiling and sorting numerical data. The holding company operated factories in Dayton; Detroit; Endicott, New York; Binghamton, New York; New York City; and Washington, DC, as well as independent subsidiaries at sites in Canada, South America, London, and Paris. After paying loan interest and dividends, the businesses were not profitable. CTR’s twelve hundred unhappy employees thought their futures looked bleak. T.J. Watson would have to turn around CTR before he could expect to earn a penny from his profit percentage.


While no intellectual giant, Watson could sense opportunity amid the commercial appliance dross, corporate red ink, and employee gloom. As he came to know CTR’s product lines better, he focused on its patented Hollerith Punched Card tabulators, machines for automating the compiling, sorting, and storing of numerical information on hard paper cards.


The punched-card tabulator grew out of a need to improve a basic government function, the population census. In the 1880s the German American engineer Herman Hollerith, at the time a statistician employed by the US Census Office (later the Census Bureau), invented the eponymous machine. For his invention, he drew on the player piano roll and the Jacquard loom concepts in which holes punched into cards corresponded to preset patterns, a sort of rudimentary form of software, which a piano used to play songs or a loom “read” to weave textile patterns automatically.24 The tabulator operator used a keyboard to punch out holes at designated positions on a card. (This basic punched-card concept would remain a step in creating programs and entering data for mainframe computing, surviving into the early 1980s.) When a card had been fed into a tabulator machine and a pin inside was pushed through an opened card hole to make an electrical connection, the tabulator automatically added the data point to the operators’ count. Each open hole could denote various bits of data—anything that could be represented numerically, such as residents of a city or state and later on quantities for invoices, payrolls, schedules, and inventories. An operator could then sort and collate the individual cards, counting the census for instance, and tabulating data from it within useful categories such as religion and race, income, and so on. Adding and sorting useful information could be completed much faster and more accurately with the tabulating machine than with mind-numbing hand-counting and sorting.


The required decennial US census previously took a veritable army of clerks to hand count, sort, and file forms with written information about all American residents. Hollerith launched his Tabulating Machine Company and won the contract to automate the 1890 US census. Hollerith’s machines were said to have sped up the census by about two years while saving the government some $5 million.


With that success, his tabulating firm landed government census contracts in a handful of other countries and regions, including in Canada, Germany, England, and Russia, giving its future owner, CTR, a small but still significant international presence through wholly or partially owned Hollerith subsidiaries, each of which adapted machines for their national purposes. The Hollerith tabulators also produced the 1900 US census. But when Hollerith insisted on an exorbitant increase in the tabulator lease price, an in-house US Census engineer, James Legrand Powers, won the contract for the 1910 US census.25 Powers formed his own company the next year that competed head-to-head with Tabulating Machine Company for other census contracts. Hollerith then sold out to Flint’s CTR. Powers would sell his firm to Remington Rand in 1927, setting up a decades-long competition with IBM for census contracts, the far larger commercial tabulation market, and eventually the first electronic computers.


Flint folded Hollerith’s company into CTR, which took on the census deals Hollerith retained and machine leases with a small number of railroads, insurance companies, and other large-scale businesses needing them for tracking accounts, ticketing, and scheduling. But few companies had as yet invested in the novel processing systems when the labor of clerks cost relatively little and information demands remained manageable. The business languished before Hollerith sold out to Flint—though he kept enough stock to hold a seat on the CTR board and would prove a thorn in T.J. Watson’s side as he sought to update the Hollerith machines and expand their markets. But while T.J. worked to organize CTR into a functioning whole, he suspected that one day Hollerith’s tabulator business could grow by automating many labor-intensive commercial counting and sorting processes—any information that could be represented numerically. However, Hollerith’s machines were expensive to lease, required dedicated floor space for the heavy equipment, broke down often, and took training for office workers to master. Few CTR sales agents understood how to open uninformed executives’ doors to the value of entrusting their all-important business-information-processing functions to a costly “thinking machine.”


But with ever-larger corporations dominating American commerce, the days of the ledger book were coming to an end. Bigger companies were being swamped with paperwork and complex logistics. Hollerith’s machine could drain the swamp. Realizing that business opportunity would lay far in the future—so far, in fact, that the firm that became International Business Machines in 1924 would not even merit a mention in Flint’s lengthy New York Times obituary two decades after T.J. Watson Sr.’s arrival.26


Despite the many challenges, T.J. believed he could build CTR into something grander. On Monday, May 4, 1914, he stepped into the CTR headquarters at 50 Broad Street. He entered the top-floor office suite at a moment when war tensions in Europe wiped out most overseas economies and sank the nation’s businesses. CTR teetered on the brink of insolvency. Within a year, the company had run out of cash reserves and had too little income to cover its bills. The board stopped paying shareholder dividends, and some members wanted Watson to liquidate the company to recoup pennies on the dollar. But Flint believed in Watson. With Flint’s blessing, CTR took out another large bank loan to keep the business afloat, and Watson refused to lay off employees. He applied techniques, at least the legal ones, that he had learned from Patterson. He focused on building a true sales and service culture unified across the product divisions. T.J. didn’t have the budget to do much more than sell his belief in CTR’s future to the people who would create it.


Even as the business sagged, morale improved; then sales did, too. Pleased with the progress, Flint elevated T.J. Watson to CTR president within two days of the appeals court’s overturning of his NCR conviction. At CTR’s first sales convention, Watson made clear that his days knocking out competitors were over. T.J. insisted, “You must not do anything that’s in restraint of trade… [or act in a way] construed by anybody as unfair competition.” Success in selling CTR’s products would not take underhanded means. “No man,” he declared, “ever won except in the one honest, fair and square way in which you men are working.”27 T.J. Watson rose again from a seemingly career-destroying crisis. His personal faith in the gospel of success stirred the moribund CTR to life.
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THINK


On January 25, 1915, T.J. Watson gave a pep talk to the wary employees at the International Time Recording—the R in CTR—division in Endicott. “We must,” he declared, drawing upon his own recollections of rural life, “all pull together in this business just the same as horses attached to a whippletree. It is necessary with a three-horse team to have them all pull together or results will not be satisfactory. So it is in this business.”1 He struggled early on to win cooperation from the various division heads and needed to placate the ever-prickly Hollerith, who resented any tinkering with his tabulator and attempts to lower lease prices. But T.J. gradually emerged as the face of the wider company, imprinting his spirited personal stamp and unifying outlook on its individual businesses. Despite the loss of European sales for many goods during the war, American industry and farming economies were soon spurred ahead by the warring Allied powers’ massive need for arms, food, fuel, metals, and building materials. The nation returned to prosperity. Once the US entered the war, commerce shifted into high gear. CTR’s product line found ready customers.


Soon T.J. was everywhere, but even where he wasn’t, employees read his speeches in the new company-wide newspaper and saw CTR’s entire line of products displayed alongside one another in the spruced-up showrooms and newspaper advertisements. His personal habits also became the ironclad model for the CTR man (and later the IBM man). He was convinced that anyone expecting to make a sale must look the part to win the customer’s confidence. He stepped out from his bedroom for breakfast each morning, whether a workday or on holiday, dressed in an elegant, vested suit (tailored on Savile Row), stiff white collar, and silk tie. On summer days he wore a pure white linen suit and panama hat. And T.J.’s refusal to drink alcohol spread throughout the workforce, so that, without expressly forbidding it, CTR employees soon understood that they, like Mr. Watson, did not drink in public, not even while on their own time. No company event or facility, or later the IBM country clubs for employees, offered alcoholic beverages. An IBM man and his family attended church—T.J. did not care what denomination. Word of scandal at home, such as affairs or divorce, brought reprimands at the office—and dismissal if the reprobate did not take the necessary steps to reform.


T.J. incentivized sales and productivity. When he didn’t have the cash flow to raise salaries or improve commissions, he paid mid-level managers in stock that, for the recipients who held on to their shares, would one day make them what became known as “IBM millionaires.” For the rest of his life Watson never sold a single share of CTR or IBM stock, not even in the depths of the Great Depression, not even when he was drowning in personal debt. The result was that he eventually became one of the wealthiest men in the country.


Among his many early changes, he set up the company “Sales School,” eventually located in a separate building known as “the Schoolhouse” in Endicott.2 All new employees attended training programs where they were indoctrinated into the CTR sales techniques and family values. And T.J. personally spoke and met with each class. His admonishment to NCR sales agents and managers, “think,” became CTR’s slogan. Think signs appeared over his head in portraits of him, which went up in every branch office and showroom. Walls were festooned with other Watson slogans: “We sell and deliver services,” “They can who know they can,” and “Never feel satisfied.” He rewarded success through promotion from within and firmly believed that any man, from the lowest factory worker and least educated salesman, could, like T.J. himself, fulfill his ambitions—“A company is known by the men it keeps,” read a company sign.


When he arrived, T.J. found about twenty managers in the company, each with a title and job description. “Well,” he remarked after going through the folder of top-level directives, “I’m telling these people as much what not to do as I’m telling them what to do.”3 He decided to eliminate most management job titles except for those with specialized oversight roles, such as legal and accounting. After that, managers operated on verbal orders from Watson. This “vest pocket” organization would remain a hallmark of his leadership for the rest of his career, even when IBM grew into an industrial giant—which infuriated his son, who resented the extent to which virtually everything that happened at the company required and awaited the boss’s approval. In later years, when Tom Watson Jr. took over the business, his first strategic move was a complete overhaul of the company’s management structure to end its dependence upon the CEO’s decision-making.


T.J. re-created Patterson’s Hundred Point Club as the Hundred Percent Club, bringing sales agents who met their annual quota for a lavish weeklong celebration with the flavor of a church revival and family reunion, eventually held at a massive “tent city” set up in Endicott.4 Membership in the club became a goal for the year and success a celebrated honor within the company. He established employee country clubs with dollar-a-year memberships at large factory sites, as well as company bands and sports teams. He expected managers to hold “family dinners,” as T.J. called them, for their charges at which he often appeared unannounced. All these incentives and his preaching solidified a firm that, he told CTR executives at an early meeting in Dayton, offered “unlimited opportunity for every one of us who started in the business.”5


Already in 1917, he proclaimed that the small manufacturing firm still just gaining its footing had infinite potential. His grandiosity was boundless. “This is a business,” he told a sales convention, “that is going on and on forever. It is going on as long as the world endures, because it is part of this world.”6 Part flimflam artist, part evangelical true believer, and part flinty sales agent with a capacity for endless optimism about the next sales call, Watson drew the employees of CTR into his vast vision of a glorious, shared future.


Long before anyone talked of the notion of a cohesive culture rooted inside a company, Watson forged one. Even at the Cash, Patterson did not espouse such an all-embracing corporate paternalism in which all employees, across all the subsidiaries, “feel that they are all one thing, one big family,” as T.J. declared at one of his earliest sales meetings. And that one big family emanated from him, the all-powerful, benevolent, stern father. His portrait photograph with his glowering eyes and unsmiling face graced the walls in every executive office and sales branch showroom. He wanted inspirational songs to ring out, so factory workers, salesmen, and managers met on mornings before T.J.’s portrait icons to sing songs from a company songbook. One chorus, sung to the tune of “Yankee Doodle,” ran:


Mister Watson is the man we’re working for…


He’s the fairest, squarest man we know;


Sincere and true.


He has shown us how to play the game


And how to make the dough.”7


T.J. Watson did not move men solely with carrots, rousing words, and lyrics; he whipped them ahead. Like his mentor Patterson, Watson was a tyrant with a withering stare that made subordinates’ knees shake and a temper that built into a howling typhoon that stripped men of their confidence, pride, and pluck. Managers sought to anticipate his every whim. He mistrusted subordinates. Rather than delegate authority, he made sure that all decisions of any importance ran through him. But through charisma, drive, vitriol, and sheer willpower, T.J. Watson Sr., the salesman, showman, fire-breathing dragon of a boss, and prophet of success, melded CTR’s barely affiliated divisions into a coherent corporate entity. And within two years, his workforce began to move the wagon out of the commercial mud in which it was mired.


He and the company also got lucky. Thanks to the wartime demand for scales, slicers, time recorders and clocks, and especially tabulating machines, CTR’s revenues shot up. Stalled at around $4.2 million when he arrived, they hit $8 million by 1918.8 As money flowed in, Flint restarted the shareholders’ dividends, and T.J. improved employee benefits. The tabulating division’s growth in particular convinced him that it could one day grow into a major business. Around 650 customers presently leased some 1,400 tabulators and 1,100 punched-card sorters. The War Industries Board grabbed every Hollerith machine it could. The company’s profitable punch cards flew out at the rate of about 110 million per month. Even after the war ended in 1918, growth surged right into 1920, when company revenues hit $14 million—equal to about $183 million today. (Watson’s former employer, NCR, remained many times larger.) The total company workforce reached nearly three thousand that year.9 Even when the postwar panic of 1920–1921 and the subsequent Depression sharply reversed that upward climb, Watson never lost faith in his ability to lift his business to greater heights. He laid off relatively few employees—something he would refuse to do altogether in future decades, even in the depths of the Great Depression.


As the end of a difficult 1922 neared, he promised in his company-wide Christmas message, “We are entering a new period of prosperity.”10 He was right; orders flowed back in, and the company had products waiting to meet demand. When Patterson died that same year, the forty-eight-year-old Watson seemed unleashed, exiting the shadow of his former mentor—and the man who had sent him on the road to perdition at the Cash.


By the early 1920s, T.J. had packed the CTR board with men who granted him almost total operational freedom. He merged offices, set up sales branches and carefully orchestrated showrooms in cities across the country. The unified sales force and service and customer training teams spanning the divisions enabled him to deploy personnel to where he saw opportunities. He also set up a laboratory for new product development in New York City and an independent engineering unit within the growing Endicott factory complex, where he had consolidated much of the company’s manufacturing. T.J. met with customers, listened to their complaints and wish lists for new products, and came back with ideas for his tinkerers to make new and better offerings—an obvious but previously unknown way of systematically engineering future products.11


CTR’s growth well outpaced the boom years of the 1920s. The stock price quadrupled in the two years prior to the 1929 market crash. Although he held tight to his shares, Watson enjoyed his cut from the swelling profits. But even in the boom times, he could see that growth in parts of the company had begun to plateau. In a 1927 business review session with his executive team, he said that their scale business was “making no money”—he would eventually sell it off—and that the time recording unit had little to offer customers “in the way of anything new”—a business that the company would later exit. But, he continued, one division held as-yet-untapped opportunity. “There isn’t any limit for the tabulating business,” he insisted. The future he saw for the entire company would grow from there. “We have just scratched the surface in this division.”12 That future included new tabulator accessories and better, more reliable machines, and many market opportunities in the booming economy.


As T.J. Watson honed the company’s products and focused more on tabulators, his vision for an unlimited future extended overseas. As early as 1917, he had reorganized and renamed CTR’s Canadian subsidiaries, but instead of calling the unified businesses CTR Canada, he named them International Business Machines. In 1922 and again in 1924, he sailed with his family to Europe to establish subsidiary offices under the IBM name. He did the same in South America. Finally, in recognition of his global ambitions, on February 13, 1924, T.J. Watson announced that the entire company would henceforth go by the International Business Machines name. When ten-year-old Tom heard his father proudly announce the name change to his mother, he thought with contempt, “That little outfit?”13


Although still a small industrial conglomerate, even for the times, the boundlessly—some might have said absurdly—optimistic Watson envisioned himself at the helm of a future globe-straddling giant. He filled a company magazine, titled THINK, with his speeches and essays, and sent copies each month to every IBM employee and customer, as well as every member of Congress and the presidents of many colleges. When IBM outgrew its 50 Broad Street headquarters, the company took over several floors of a new seventeen-story building at 310 Fifth Avenue that opened in 1925, with a resplendent showroom facing the street. In 1926, he sent the executive in charge of overseas operations to China, the Philippines, Australia, and New Zealand to promote sales, which now extended to fifty-four countries. “Everywhere he stops, there will be IBM machines in use,” T.J. said. Invoking the British Empire, with a phrase he often reused, he declared, “The sun never sets on IBM.”14 His imperial claim was overly grand for the scale of the company at the time, but his transformation of IBM into a business that could one day fulfill his worldwide vision had barely begun.


A new song went out to the offices and factories. Sung to the tune of “Columbia, the Gem of the Ocean,” it declared, “T.J. Watson… We will follow and serve with you forever. All the world shall know what IBM can do.”15 T.J. Watson was IBM; IBM was Watson.


But it took a simple piece of cardboard invented in the late 1920s to set the company’s future course. An IBM engineer designed an eighty-column-by-twelve-row, rectangular-holed punch card. It could hold far larger data sets than any card on the market. That proprietary 960-position, light-yellow punch card would become the famous “IBM card,” a product long more widely recognized than the company behind the name. Those IBM cards would create a dependable stream of profits to go along with the tabulator machine leases. More important to IBM’s overall business, the patented cards worked only on IBM’s tabulators and not competitors’ machines. Even when competitors’ tabulators improved beyond IBM’s, which they did, and leased for lower prices, which they did, customers stuck with IBM—and so did companies doing business and sharing information with fellow IBM card users. The costs associated with transferring existing data sets to new cards were so onerous that once firms leased IBM tabulators, they nearly always remained locked in. So did IBM’s profits.


IBM’s destiny in T.J.’s imagination lay off in a dimly perceived future. For now, he had to motivate his employees with a promise that their opportunities at the company were truly unlimited. His gathering success, self-promotion, increasing fame, and the personality cult that coalesced around him made him act increasingly “holy,” the pope of IBM, recalled Tom Watson Jr.16 T.J. told an IBM audience, “We are one great big family.… Feel free to come and open your hearts and make your requests, just the same as one would in going to the head of a family.” And he commanded them, “Joining a company is an act that calls for absolute loyalty.”17 An anthem of sorts was now sung at every convention, branch office, and factory event, with its chorus embracing the T.J. Watson creed: “Ever Onward—Ever Onward!” declared the swelling voices. “That’s the spirit that has brought us fame!” No father understood and met his children’s needs with such love and faith, no feudal lord demanded such utter fealty from his subjects, no CEO—not even the Cash’s Patterson—guided his corporate flock with such absolute authority, as T.J. Watson did his IBM. But Tom Watson Jr. abhorred this cult his father embraced. He would dismantle it when the time came for him to lead.
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Terrible Tommy


Thomas Watson Sr. gathered his corporate flock to build an empire centered on him. But at home he struggled to shape his young family to his will. Tommy in particular felt overwhelmed to the point of suffocating beneath the force of his father’s paternal love, grandiosity, and authority. Thomas Sr., his son recalled, “seemed like a blanket that covered everything.” The young Tommy responded to his domineering, business-prophet father with teenage rebellion, outlandish and sometimes dangerous pranks, then dark periods of gloominess and finally frightening, recurring bouts of major depression. “I really wanted to beat him but also make him proud of me,” he said. But he owned up: “Everything he did left me feeling inconsequential by comparison.”1 It would take him decades to overcome the insecurities his father engendered in him, step out of his shadow, and deal with his fear of being unable to live up to his father’s image and heavy demands upon him. While born into great privilege and the namesake of a business leader who was increasingly recognized around the world, Tom Watson Jr. would have to fight to prove his worth to the only person who mattered: his emotionally distant, often harshly demanding, and frequently absent father.


For the first decade of his life, Tommy saw his father sporadically except while on vacation or on extended business trips with the family to Europe. When not out of town, the senior Watson was frequently meeting with visiting sales teams and managers, bankers, Flint and his fellow board members, and other company executives. Evenings, he expected Jeannette to join him for business dinners or to attend social events where he began cultivating a place within New York’s business establishment. At home in Tommy’s early years, although always dressed in an impeccable suit and tie, his father was, his son thought, “the liveliest father imaginable.” He recalled his playacting, even dressing up in his wife’s clothing, singing and dancing with the children and other family members. But, Tom Watson Jr. wrote, “his playfulness gradually diminished, and by the time I was ten or eleven Dad acted quite formal and aloof.”2 Tommy blamed his father’s age, much older than other children’s fathers. But his father’s constant work demands, ballooning sense of self-importance, and tyrannical dominion over his corporate kingdom also fed his need for distance from the messy chaos of a household full of rambunctious, growing children.


Three siblings had followed Tommy in quick succession, first daughters Jane and Helen, and, in 1919, a final child, another son, Arthur, who was known to all as Dick for reasons that are not clear. The family was often on the go. Thomas Sr. brought the young Tom and his infant sisters to visit his mother, Jane, in Rochester, where he supported her after his father’s death until she died suddenly of pneumonia in 1917.3 In 1918, the Watsons moved into a gabled Tudor mansion perched on a five-acre hilltop in Short Hills, New Jersey. Many among the Wall Street elite made their homes amid the town’s rolling hills and lakes. Although some neighbors from more established families turned up their noses at the nouveau riche Watsons, T.J. and Jeannette made their way into town society by joining the town Episcopal church, despite his strict Methodist upbringing, and the tennis club, though neither played. When they sent Tommy and his siblings to the nearby day school, T.J. joined the school board.


One of Tommy’s earliest memories came from a winter’s night in 1919. He saw lights flickering outside his window and began to cry, bringing his father storming angrily into his room. It turned out that the roof was burning, sparked by an untended fire his father had left in the hearth. Watson and a family servant got Jeannette, the children, and their nanny out. They watched their new home burn to the ground. But Tommy’s father built an even grander twenty-room house while the family rented a neighboring place. Fire would plague the Watsons again when their summer house in the Poconos burned up in July 1921.


With T.J. often out of the house, Jeannette “had her hands full,” Tom recalled many years later.4 Short, slender, never ostentatious, she was a practical, capable, and loving head of the family home and also was often called to attend company events or to throw together an impromptu meal for visiting executives. Although Tom felt only loose oversight from her, she worked with him on his schoolwork and scouting projects. “She was,” he reminisced, “much more accessible than Father, and always made us feel protected and loved.” He appreciated her warmth, steadiness, and midwestern stalwartness—enough to put her on the IBM board of directors decades later, after his father’s death.


He also felt sympathy for her, having witnessed numerous instances of his imperious father’s mistreatment of her. When home from work, Thomas Sr. demanded that she jump at his orders much like his assistants at the office (a pattern that Tom Jr. would repeat in his marriage). Having married relatively late in life and coming from better circumstances than her husband, she too rebelled in the early years of their marriage. Tom remembered “incessant arguments between them,” which recurred later in his home.5 Many of those arguments revolved around money. Although she was raised in comfort, Jeannette’s ingrained frugality left her tortured by her husband’s ostentatiously high-living ways that kept them in deep, persistent debt, lasting until Watson’s income finally hit headline-making heights. By day, her husband would sponsor large dinners for business organizations; buy nice cars, summer places, grand yachts, and finely tailored clothes; and donate large sums to various causes, while at night she would make the children go back to their rooms to turn out lights they left on rather than waste electricity. As an adult, Tom Jr. would do the same thing with his children, while also spending millions to purchase aircraft, several houses, paintings, collectibles, and sailing yachts.


But the son would be able to afford those lavish purchases. According to Tom, his father remained some $100,000 in debt—about $1.5 million today—until the mid-1930s. Twice he supposedly flirted with bankruptcy—to Jeannette’s horror.6 He needed to borrow embarrassingly large amounts of money from the company to pay for luxuries. Thanks to IBM’s rising stock share price, Flint and his fellow enriched investors had no problem with Watson’s spendthrift ways.7


But for Jeannette, the combination of running the big household, meeting her husband’s many demands, arguing, and their lavish lifestyle proved too much. Sometime in the 1920s, tension between the couple boiled over. After another bad fight, Jeannette said that she wanted a divorce. Her husband reacted as if he had been struck. His pained look and sincere expressions of love for Jeannette seemed to reset the marriage. She confided to her son in later years that she came to accept her husband’s demanding ways and overbearing personality. They patched their difficulties over and settled into a lasting union.8 In the ensuing decades, she grew to admire and even adore her husband, though she lived in fear of his scalding temper boiling over. Although always at his side, she rarely spoke at public events, where attention never wavered from her husband. Again, her son Tom would follow a similar marital framework with his wife. But the “mother of IBM” did what she could to keep T.J.’s self-absorption and hucksterism in check, especially at IBM events where he could talk on and on for hours, convinced that his audience’s rapt attention was genuine when they feared turning away from their mercurial boss. She would sometimes pass him notes at the dais letting him know it was time to “shut up.” He would.9


He in turn recognized his debt to her. Perhaps as a way to remind himself from time to time, his wallet held a scrap of folded paper upon which he had written:


Dearest Jeannette:


Always know I have always loved and adored you, as the best wife, mother, friend, and humanitarian, and possessing qualities not found in any other woman of the world.


[Signed] Tom10


At home and on vacations, life in the Watson household revolved around the four children. Tom felt closest to Helen, and he loved his younger brother, Dick, despite their sibling rivalry that continued long into adulthood. He and Helen were close, but he and Jane grew up distanced and were eventually even estranged for a period as adults. He would often lure his siblings into his escapades. But in an incident he recounted to his own children that would color his feelings toward her for their entire lives, Tommy and she were playing together when Jane was the culprit in breaking one of their mother’s rules—though which one exactly he never mentioned. Their mother demanded that the child responsible own up to the infraction. Jane pointed her finger at her older brother. His mother whipped him. He never forgave Jane. And then, in his fight for his father’s approval, Tommy could not miss that his father favored her among the siblings. Their father-daughter relationship remained special for life and that caused strains with Tommy, who resented seeing their father so loving and at ease with her. As adults, he suspected her of seeding his rivalry at IBM with his brother, Dick, for their father’s approval in their business dealings. Decades later, when Tom became CEO of IBM, Jane’s sale of her stock in the company felt like a slap and deepened their rift.11


But young Tommy was not surprised that his father favored another child. As an adult, Tom Jr. said of himself, “From very early in my life, I was convinced that I had something missing.”12 His unhappy interactions with the adult world seemed to confirm that self-assessment. He bristled at his mother’s and teachers’ attempts to rein him in and openly rebelled against his father’s demands that he live up to his strict code of conduct and project an image of probity beyond his years. Instead, he caused mischief. He tore and muddied his fine clothes, including suits tailored to look like the outfits his father wore; he played with fire, shot animals in the nearby swamps, and pilfered things from neighbors’ houses. And worse. Before long, other Short Hills families took to calling the boy Terrible Tommy Watson.


He went from trouble to trouble. At age ten, he and a friend entered an empty house under renovation. They took cans of paint and brushes they found inside and painted the street. His mother had already warned him about his pilfering. This time she marched him to the Short Hills police station where, at his mother’s urging, the chief showed the boy the lockup. The officer admonished, “Once you’re in jail, it’s a terrible place to be. Most people turn into repeat offenders, and then there goes your life.”13 Tommy was left wide-eyed with fear, but the lesson did not take. His father paid for a trip out of the country for Tommy and his Boy Scout troop, but after he failed to meet a badge requirement, his father commanded Tommy to stay home while his friends left.14 Nor did he reform after his father, driving home early from work, spied Tommy and a friend, both around fourteen years old, racing along the street in a Model T they had bought off a classmate. When the boys saw T.J. driving up, they sped off across a field in hope of escaping his notice, but he chased them down. Tommy was surprised when his exasperated father did not explode in anger as he most often did. He seemed flustered and at a loss for what to do about his wayward son. Instead, he simply told him to sell it. “That car will get you in trouble.”15


Trouble followed Tommy wherever he went. At school, his mischief-making may have been his way of dealing with repeated failures. He could not learn to read. “Words on a page,” he said, “seemed to swim around whenever I tried to read.”16 He didn’t learn the cause or how to compensate for his undiagnosed reading problems until later in life and continued to struggle with reading all his life, even when he needed to absorb massive amounts of materials for work. Unable to learn except, he recalled, “by doing instead of reading,” he bounced from school to school, bringing home report cards filled, he recalled, with “a jumble of Ds and Fs with an occasional A or B.” Tommy also failed at most other school-sponsored activities. Gangly, awkward, and self-conscious, much like his father in his youth, he found no relief in athletics or other extracurricular activities. Close to his full six-foot, two-inch adult height by age thirteen, he stood a head taller than his classmates. He tried to play baseball and football, but his poor hand-eye coordination relegated him to the sidelines.


Bored and loathing school, Tommy counted the minutes down until class ended, to his chagrin, on IBM clocks on the school walls. He would do almost anything to get out of class. When he met a boy who killed skunks and extracted the juice from their stink glands, Tommy bought a bottle of skunk oil and brought it to school. When teachers and students went to an assembly, he snuck down to the basement where he poured the oil into the main furnace vent. The foul smell spread throughout the building, causing the students and teachers to gag and cough. The students were sent home for the day, but not before Tommy admitted to his smelly deed. When his father learned of the prank, he chased his fleeing son, yelling after him, “I don’t need to discipline you! The world will discipline you, you little skunk!”17


Despite his father’s membership on the school’s board, it became the first of several to throw or flunk him out. He would take six years and three high schools to graduate at age nineteen.


When his father learned about Tommy’s latest escapade, the boy was terrified of his father’s “uncontrollable temper that might feed on itself.” Even when others were around, he would not hold back in venting his anger and disappointment at his miscreant son—or his younger brother, Dick, who sometimes tailed along with Tommy when he was off on his mischief. His face would grow livid, his voice terrifyingly loud, his language caustic and undercutting. Benjamin Wood, a Columbia University researcher whose work on educational testing and statistical calculations relied on Watson’s largesse, recalled hearing him “scold his boys in ways that made me weep. When he got mad, his reason and everything else vanished.” Something of a mentor to Tommy and his brother, Dick, Wood watched the boys, after their father’s tongue-lashing, “shrivel up and wish they were somewhere else.” Wallace Eckert, an early computer scientist whom Watson recruited first to head up a laboratory he funded at Columbia and then to head up IBM’s own industrial research, endured Watson’s temper often. “He saw you as one of his family,” Eckert said, “and he could be abusive to that family.”18


And within his real family, Tommy and his many failings gave his father frequent cause for letting his temper and the abuse fly. The rebel Tommy tried to argue back. “My father and I had terrible fights,” he recalled. Their troubled mixture of deep love and veneration combined with a bitter father-son rivalry led at times to unrestrained shouting matches. These would recur right up to the last years of his elderly father’s life. Most often when Tommy got caught for infractions, his mother meted out the corporal punishment, a switching to his backside while his father glowered alongside. His father never raised a hand to him, but his voice alone rattled the boy. Repeated whippings and scoldings did little to curb Tommy’s misbehavior. “For some reason,” the boy could not fully comprehend, “being punished only drove me to greater mischief.”19


Stepping into his father’s IBM world brought all of Tommy’s insecurities and rebelliousness to the surface. For him, IBM was like being born into a large and clannish extended family with an all-powerful, unsatisfiable patriarch, like being heir to the throne in a royal court. He found it suffocating and limiting. Born just months before Flint hired his father to head up CTR, Tom Watson Jr. literally grew up with the business. He never knew his father other than as chief of the company, a company with a uniquely paternalistic culture. Tom’s earliest memory of IBM dated to age five when he accompanied his father on a tour of the company’s scale factory in Dayton. Four years later, T.J. brought him on his first tour of IBM’s European subsidiaries. After that, Tommy went with him often to IBM meetings and sales events. A few years later he began to bring Tommy’s younger brother, Dick, as well. When Tommy came in tow, T.J. made him dress in tailored business attire—photographs show father and teen son identically outfitted: dark suit, white shirt and stiff collar, long wool overcoat, bowler hat, and cane, a discomfiting lesson in gentlemanly business attire and comportment. But Tommy found, “I was sloppy and could never get my clothes straight.”20 The chauffeur frequently drove the young Tommy to visit the company offices in Manhattan. T.J.’s son found the place gloomy and oppressive. He felt uneasy seeing his father’s glowering face in photographs looking down upon him in every room.


At age twelve, his father brought him to a sales convention of hundreds of IBM employees. Onstage, Watson introduced his son, “Tom… [whose] mind is centered on the IBM,” as both he and later his son often called their company. T.J. told the reverential men, “There is nothing in the world that would please me so much, in connection with my son’s future, as to have him join the business and stay with it.” Tommy was horrified by every word his father spoke. But he succeeded in delivering a short, prepared speech on salesmanship.21 Wherever he went, grown men applauded T.J.’s son, leaving him feeling confused, unworthy, and burdened.


None of this grooming for future success sat right with the self-conscious and awkward boy. He found much about his father’s lofty stature “embarrassing” and said he “developed an internal streak of skepticism about my father’s world” as a form of “self-defense.” Above all, he felt “inconsequential by comparison” with the man who dominated every room he entered and before whom all were “bowing and scraping and trying to ingratiate themselves with him.”22 As the senior Watson rose higher in the business world and public’s esteem, the junior Watson found he could not, he remarked, “match myself with him man-to-man,” and that feeling of inadequacy endured.23


But he would have to measure up to his father. He realized even before he was a teenager that T.J. wanted his son to work for him at IBM and one day take over leadership of the company, his father’s company. “The very idea made me miserable,” Tom reflected. One afternoon after school, at age twelve, he sat down on a curb where he thought about his father, which of course meant IBM. By the time he got home, he was in tears. His mother asked what was wrong. The crying boy said, “I can’t do it. I can’t go to work at IBM.”


“But nobody asked you to,” reasoned his mother.


“Yeah, but I know Dad wants me to. And I just can’t do it.”24 That sense of inadequacy for the job his father expected him to fill would last a lifetime and drive him to achieve greatness.


His increasing sense of being unable to measure up to his father, learning inability, continuing troubles with authorities in and out of school, gawky teenage insecurities, and the dawning apprehension that he was being groomed as the future successor to his father’s IBM kingdom that he did not want to inherit, all proved a toxic mixture. He started toppling into what he described as “emotional lows that lasted weeks at a time.” Finally, at age thirteen, those lows would, for the first time, crash, sending him into a far graver state; he experienced his first instance of what would today have been diagnosed as major depression. At the onset, he remembered, “All my willpower [would] evaporate. I didn’t want to get out of bed. I had to be urged to eat; I had to be urged to take a bath.”25 Years later he recalled vividly “thinking I was going crazy” and losing connection to “what was going on around me. I couldn’t read a book and couldn’t talk to anybody.” He could only muster one-word replies to the questions the many doctors sent to see him posed. Irrational fears, distorted thinking, lethargy, detachment from reality—classic symptoms of major depression—plagued him and left him debilitated for weeks. Long before the illness began to be better understood, his physicians were perplexed and offered no useful remedies for his frightened parents. The teenaged Tom Watson Jr. was terrified, he later recalled, that “I’d never feel right again.”


The illness would plague him generally twice a year after that, seemingly tied to midwinter and summer seasons, abating only when he left for college. After college, the devastating bouts of depression recurred sporadically, striking especially at Christmastime and also during times of family strife.


While he was at summer camp in Nova Scotia in 1929 with his nine-year-old younger brother, depression again struck the fifteen-year-old. “Suddenly helpless,” he recalled, and unable to leave his bunk, Tom tried to explain his grim mental state to the confused Dick, who looked up to his beloved big brother. Tom pleaded with his little brother, “Stick around, help me.” In his desperation, Tom probably terrified Dick when he said to him, “If I die, be sure to tell Mother and Dad that it’s not their fault.”26


Despite his crashing lows, amid his depressed, excessively self-conscious, and rebellious childhood, Tommy was already demonstrating a singular trait that would one day make him one of the greatest business leaders; he enjoyed taking risks, pushing limits, bucking expectations, and sometimes gambling with his life.


Although his risky behaviors often landed him in hot water, in the midst of all his difficulties, he discovered a very risky means of escape from his troubled state—and the start of what became a lifelong passion. For as long as he could remember, even before he learned to ride a bicycle, he was obsessed with airplanes and everything about the dawning age of flight. Born just a bit over a decade after the Wright brothers’ first flight, he speculated that perhaps he owed his passion to his mother having been taught in her Dayton high school by Katharine Wright, the brothers’ younger sister.27 Certainly, Dayton helped launch his obsession with aviation. When he visited his mother’s family in the home city of the Army Air Corps and the Wright Company, airplanes were “almost,” he recollected, “as common a sight as cars.”28 After sitting in the cockpit of an airplane on the ground for the first time, he spent hours at the kitchen table using a broom handle for the flight stick and a board for the rudder controls. Despite knowing the Wrights, his father would never fly, not even with his later highly accomplished pilot son. The first and only time he considered going up came when a pilot offered airplane rides at a county fair in the early 1920s. He bought a ticket, but quit the line to buy his squirrelly children ice-cream cones. Before they returned, the airplane had crashed, killing three people. He refused to fly after that, taking car, train, or ship wherever he went, despite traveling several months every year on business across the land and throughout Europe.


Tommy from the first felt no fear of flying. In fact, he craved the emotional and physical thrills that flight gave him. As a ten-year-old in 1924, he accompanied his parents on one of their long European trips. The family attended an air show at Le Bourget, an airport outside Paris. When the couple they were traveling with bought tickets to go up in an airplane offering rides, Tommy pleaded until his parents let him go along. Seeing the ground drop away was life-changing. “I was overwhelmed,” he recalled, “the sensation of freedom, the noise, the unseen bumps that pushed the airplane up and down, the ability to choose one’s own angle of bank and make one’s own decision to climb or descend—all these combined to give me a powerful desire to learn to fly.”29 It doesn’t take a great leap to see that in flight the child felt released from the strictures and troubled state of his earthbound life, including his discontent with his powerful father’s expectations for him. Little in life would equal the freedom he felt in flight. In later years, he would find in piloting airplanes romance, thrills, practical transport, and adventure, an escape from the trials of work and family life that plagued him with his feet on the ground.


He did not take flying lessons as a teen, but at age fifteen, a friend who was just a year older, Mahlon Kemmerer, managed to learn to fly and bought a surplus World War I two-seater Curtiss Jenny (JN-4). Kemmerer did not bother telling his parents about his airplane purchase. Tommy happily joined him flying in the Jenny numerous times over the New Jersey countryside. Watson recalled that the fabric covering the barely airworthy biplane was so deteriorated “that my mother’s medicine kit was raided on numerous occasions to provide adhesive to patch over worn spots in the Jenny’s tail.” But “all of this clandestine activity was brought to a grinding halt one day,” Watson recorded. An airplane salesman had called Kemmerer’s mother to sell her a more airworthy plane “in view of the fact that he was flying around New Jersey with the Watson boy in antiquated junk.” Kemmerer’s parents quickly put a halt to their flying escapades, though he did not say how his own parents may have reacted when they heard.30 But for Tom Watson Jr., a love affair with flying had just begun.


Around this same time, Watson found another enduring passion that released him from land, sailing. He took his first sailing lessons during a family vacation on Cape Cod in the summer of 1925. Three years after that, the family spent their first summer in Camden, Maine, a posh coastal village. Many stately captain’s houses lined Camden’s rocky harbor crowded with yachts of every description. The family returned there in the following years and finally purchased a summer residence. Tom spent his teen summers there when not at camp.


In 1931, T.J. bought his son a first sailboat, a seventeen-footer for racing around the harbor. The senior Watson also chartered a forty-two-foot yacht and crew for family excursions that summer. The following year, he bought a sixty-five-foot yacht and hired a captain to sail the family along the Maine coast. Watson also purchased thirteen thirty-two-foot racing sloops for the use of the Camden Yacht Club, where his son and other club members raced. Ever in competition for status, just three years later T.J. Watson took possession of a ninety-four-foot yacht, which was able to mount eight sails and looked like a magnificently colorful palace moving before the wind. He would loan the yacht to the Coast Guard for its use as a sub patrol boat during the first year of the Second World War. Although Tom’s father spent relatively little time on the water, his children and their friends enjoyed cruising aboard the family boats. Once Tom Jr. reached college, he began to bring friends along on extended cruises north into Canadian waters.31


Those yachts were just one sign of T.J. Watson’s growing success. While many among the nation’s business executives failed to maintain their livelihoods in the Great Depression, T.J. simply denied its effects would last, even as IBM slid perilously close to insolvency and its stock price fell by half after the 1929 market crash and soon dropped to 1921 prices. Despite the demand for office equipment having fallen 50 percent by the end of 1930, he refused to accept that the crash would last. In a talk to IBM sales agents in early 1931, reported on in the New York Times, he repeated a “prophecy that I have already made to our directors, namely—that not only our company but every office and business appliance company in the United States will have a better year in 1931 than they had in 1930.”32 As businesses cut spending and existing customers paid but did not expand contracts, he, nonetheless, continued to turn out products and parts that filled warehouses. He refused to lay off any employees—and, with unemployment running close to 25 percent nationally and businesses closing left and right, actually added salesmen and factory capacity. Perhaps he was reflecting on this seemingly irrational strategy when, on October 29, 1930—a year to the day after the Black Tuesday crash—he told a gathering of new employees, “Think before you act, and then if you make a mistake you will be [his emphasis] forgiven.”33


He certainly acted as if the good times would never end. Drawing his $100,000 salary and 5 percent bonus on declining profits, he took home his salary and spent every cent. In 1933, the family moved into an epically grand Manhattan mansion. The four-story, twenty-thousand-square-foot-plus town house stood between Madison and Fifth Avenues, at 4 East Seventy-Fifth Street. At fifty feet wide, it was twice the width of its neighbors. The street-front, bronze-gated doorway opened into an austerely elegant interior of white marble walls and black-and-white marble floors with a grand white marble staircase rising to the upper floors. Formal French Empire furnishings filled the rooms.34 A large-as-life portrait of a seated Watson, looking distinguished and at ease in his trademark bright white linen summer suit, dominated the dining room, scene of many dinners with IBM executives and fellow captains of industry. The multitude of uniformed staff, the lack of light, and footfalls echoing on stone-tile floors lent the house a stiffness and formality that the children returning home from their boarding schools could not enliven in their third-floor bedrooms.35


Moving into that ostentatiously palatial house marked T.J. Watson’s entry into New York City high society. He was indefatigable in his pursuit of social prestige and business standing. When he and Jeannette were not at IBM events, they went out almost every evening, to the opera, charity banquets, and private dinner parties with the city’s elite. “Father,” said Tom, “wanted to know everyone important in New York, and eventually he succeeded.”36 To that end, he became president of the Merchants’ Association of New York, a director on the New York Federal Reserve Bank board, chair of the American delegation to the International Chamber of Commerce and later president of the global ICC, and an officer on a plethora of other corporate, nonprofit, civic, and charitable boards.37 Watson came to know virtually all the Wall Street and political grandees of his times and courted leaders in many other fields. Among his associates were John D. Rockefeller Jr., Henry Luce, Charles Lindbergh, polar explorer Richard Byrd, Columbia University president Nicholas Murray Butler, and President Herbert Hoover.38


Despite his small “d” democratic touch when it came to his employees, T.J. Watson coveted the company of the highborn and the mighty. His house became a stop for European royalty in town. On October 24, 1941, the New York Times reported that the Duke of Windsor, the former King Edward VIII, “last night dined with the Duchess at the home of Thomas J. Watson.”39 The following year, King George II of Greece was the guest of honor at a reception in the house. In 1949, the Watsons gave a reception for President Eurico Gaspar Dutra of Brazil; and a year later they entertained President González Videla of Chile. In 1953, Queen Frederika and King Paul of Greece were the guests of honor in the Watson mansion.40 For T.J., these royal visits reconfirmed his rise in the world.


But any optimistic forecasts for his teen son’s future looked unlikely. Throughout Tom Jr.’s youth, his insecurities and misbehavior only increased, and so did his failures in school. Other adults besides his parents noted his academic failings. He spent two years commuting to Carteret Academy, which he recalled as “an old, dingy place” leaving him with “an odd and lonely existence.”41 Along with secretly keeping and driving the Model T and flying about the New Jersey countryside with friends while there, other misbehavior that came to his worried parents’ attention included a mud fight that turned into a brawl with classmates. Hoping for better results away from home, his parents sent him to board for a year at Morristown Academy, where he flunked out. His parents next enrolled him in the Hun School of Princeton, which since its founding in 1914 had served as a preparatory school for students bound for college at nearby Princeton University. With annual fees totaling $3,000, far above the average income at the time, Hun attracted a moneyed crowd. Hun was “filled with playboys,” Tom recalled of his two years there. “I’d see them with the hip flask, the raccoon coat, the babe on their arm, driving the Stutz Bearcat roadster like hell down the street.” He dryly remarked that it was the kind of “life for which I felt to some degree qualified.” Joining this set meant “that studies were not particularly important, that you had a little more money than the average fellow, that you were always out with the girls and that you owned a car.”42


He fit in at Hun. He was the namesake of a high-profile executive and had a big allowance; he was out to enjoy all the fun Hun had to offer. For his seventeenth birthday, his parents gave him a snazzy red-and-black Chevy. Although he followed his father’s lead and did not drink, he did something far racier, risking expulsion by smoking marijuana. He and a classmate bought a marijuana joint, a drug identified with jazz clubs and Blacks. Having shared it, the two thought it was having no effect on them until they broke out in uncontrollable laughter. But they grew so paranoid about getting caught that they retreated to their rooms and slept it off. In later years when Tom, by then a famous corporate executive, bumped into the classmate, who had long since become “a pretty staid fellow around New York,” he enjoyed twisting his old classmate’s nose by greeting him each time, “Remember the time we smoked marijuana cigarettes?”43 Tom would smoke marijuana again while in college.44


His academic and mental health problems dogged him into his Hun years. In October 1931, his father wrote that Tom would be delayed returning to school due to “a bad case of asthma.” With his eighteen-year-old son still at home in early January, Watson blamed a bad flu and assured, “Tom… will return… as soon as possible.”45 But Tom was in bed, nearly catatonic with depression. Tom took some solace in finding that, for the first time, his father showed sympathy for his plight. “The difficulties I was having seemed to bring out a warmth and gentleness in my father that were not otherwise obvious,” he recalled. “He knew I was drifting but never gave up.”46


Amid his son’s many failures and his inexplicable depressions, the senior Watson recalled his own youthful awkwardness and shyness. He shared with Tom that for him “childhood wasn’t the happiest stage of life.” Although Tom had trouble believing him at the time, he asserted “that I had much to look forward to. No matter what happens, it is a time of great change and nobody coasts through it without a lot of problems.” His father assured him: “At some point, something will catch hold and you are going to be a great man.”


Tom thought, “That’s impossible.”


As he would for the rest of his life, Tom hid his many insecurities and bouts of depression from schoolmates. He even found a sport he enjoyed and, for once, was good at: rowing for the crew team. It was a sport, he quipped in a 1954 speech, “where all one needs is a strong back and a weak mind.” But he grew, he said, “mad for the sport.” From it, he claimed to have learned about teamwork, how “a breakdown on the part of any one individual can cause the team to fail,” and the importance of “work[ing] for the team instead of… for one’s self.” His experience on the crew team was his first exposure to “interdependence” among teammates, something that he said later proved lifesaving in wartime and essential for his success at IBM.47 He also credited his passion for the sport in those years for helping to spark his lifelong love of being on the water and for whetting his appetite for competitive sail racing. In his final year at Hun, he traveled with the Hun crew team to race in the vaunted Henley Regatta in England.48


Tom arrived at Hun with high hopes of going to college at Princeton. Next to a pensive-looking yearbook photograph of a handsome teen with thick, dark hair and a melancholy look in his eyes, his 1931–1932 junior-year biographical entry noted that Watson enjoyed crew and that “brain-weather permitting, he will make Princeton his Alma Mater” after his senior year. But he continued to flounder academically and to find ways to stir up trouble. Even his thirty classmates saw little worth in him. In his first year, the class members voted for their top three choices among their classmates in various categories, including best athlete, best scholar, most generous, most gentlemanly, and most likely to succeed. Watson was on none of those lists. But there were also several gag races, and that is where Tom shined. He won for the noisiest and biggest baby and came in third for biggest chiseler.49 In his final year at Hun, he remained the top vote-getter for biggest baby and third for noisiest. The latter was due to his having rebuilt an old outboard boat motor, which he tested by mounting it on a chair in his dorm room. “It made a terrible racket,” he remembered years later.50 The caption beside his final year’s photograph asserts that Tom “will long be remembered in the annals of the school.” The reasons for that prediction, though, outside his rowing, seem dubious or worse: “He has most notably succeeded in being a fine crew man, a wizard for getting other people in trouble, and a great addition to the fun” in his school residence. The entry concludes: “If all goes well, Watty will enter Princeton next fall where he plans to continue his career as a brilliant socialite.”51 Princeton had other thoughts about Watty’s plans.


His classmates in later years looked back on Watson, said one, as a “pretty normal student.” In an interview for a fall 1989 alumni publication naming Watson “Alumnus of the Year,” classmate Alan Poole described him as “friendly and unspoiled. He was unimpressed by his father’s prominence at IBM and never traded on the Watson name. In fact, people who didn’t know the connection would never have guessed.”52


Between his boisterous evenings and weekends and hours rowing each day, Tom found little time to squeeze in study and what studying he did brought scant reward. His grades remained worse than mediocre but his emotional life stabilized to a degree, helped greatly by his discovery of rowing. Hun barely awarded him his diploma in 1933. He, nonetheless, thought his chances for getting into Princeton were strong. The school was then known for welcoming the sons of the well-to-do, virtually without consideration of their high school grades. But his overall marks and test scores at Hun stood so low that Princeton rejected him. After his rejection, his headstrong and wealthy father drove to Princeton to make Tom’s case with Radcliffe Heermance, director of admission. Sitting in his office, Heermance held up the young Watson’s dismal school records. “Mr. Watson,” he said, “I am looking at your son’s record and he is a predetermined failure.” His father would not share that bleak assessment with his son until many years later.53


Tom was crushed. He then hoped for better marks in his last semester, perhaps opening college admission to him at another school of his choice, but his final grades improved little. At that point, his chances for entry into any college’s freshman class for that fall were, he considered, “pretty slim.” But his father, mustering his usual optimism, rejected his son’s dire outlook: “There must be some college we can find that will accept you with your marks,” he said. He and his son loaded into the family Packard and Tom’s father told him, “We will keep driving south until we get you a place at a university.”


Tom knew where he wanted to try. That summer in Camden, he had fallen hard for Isabel Henry, the beautiful daughter of a prominent Philadelphia family. Her mother did not think much of Tom and considered his upstart family unworthy of her beautiful daughter, but the pair became inseparable. The nineteen-year-old scion was intent on marrying the equally well-to-do Isabel. Although Tom was not particularly faithful to her by his own description, they remained together. But, two years later in 1935, when she suggested that they elope and start on a monied life of leisure and travel together, he balked at the prospect: “Your family would be forever annoyed. My mother would be upset.” Within two weeks, she ended the relationship.54


But in 1933, he was determined to stay close to her. Tom suggested to his father that they try for Brown University in Providence, Rhode Island, which would place him near enough to continue seeing her.55 Upon arriving at the campus, Tom and his father went to the admissions office. The senior Watson promptly announced, “I’m Thomas Watson, I run the IBM company, and my son would like to consider coming to Brown.” Always one to make connections, T.J. asked, “By the way, who is the president of Brown?” By pure luck, Clarence Barbour, his former church pastor from Rochester, was the president. A school with little cachet outside Rhode Island in the midst of the Great Depression, Brown was happy to welcome the industrialist’s son. Barbour made some calls on Tom’s behalf. When the Watsons returned to the admissions office, the dean remarked dryly, “He’s not very good, but we’ll take him.”56
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