results-driven, make-it-rain, close-the-deal sor¢ of guy>
Derson you'd expect to hold forth on a subjectiye topic MW\«.. :
In this edited conversation with HBR senjor editor p, -
Ewww editor, Thomas A. Stewart, Palmisano talks ng:w::w
importance of values to IBM. He begins by explaining wh e
hard financial metrics and soft corporate values cqn oo,m.m“\N..Av,IMSu

Corporate values generally are Jfeel-good statemengs that hqy, .
:c. effect on a company’s operations. What made—whqy ave q
think they can be more than this? Makes.

Look at the portrait of Tom Watson, Sr., in our lobby, y,

S i ; b
Mm: m:@ a stern man. The eyes in the painting stare 1 5 <.m.,
ww Hm This was not a soft individual. He Was a capitalj e

to make money, lots of it, But he wa L
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distorted and
took i 0o, .
onalife of thej, own, « 1 Basic Beliefs becam

became entitle
ment: not fa; Res
but a guar. anteed job m%m Mm_” Work for all, :oﬁcmm ot individyal®
of excellence” pe i Eam-&nﬁmﬁma hance ¢ Speak out
<)
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LEADING CHANGE WHEN BUSINESS IS GOOD

£ youlive d through this, as 1 did, it was easy to see how the com-

< values had become part of the problem. But I believe values

pany mnm = help guide us through major change and meet some

can odmoan dable challenges we face.

of the e feel that a strong value system is crucial to bringing

ﬂw_ﬂma and motivating a workforce as large and diverse as ours has

toge S We haye nearly one-third of a million employees serving
WMMMG wr 170 countries. Forty percent o.m those cmo.vam don’t report
daily to an IBM site; they work on the nrmﬂ.ﬂm premises, from home,
or they’re mobile. And, perhaps most significant, given IBM’s tradi-
tion of hiring and training <oczm.vmo§m for a lifetime of work, half of
today’s employees have been with the company »,.oH fewer than five
years because of recent acquisitions and our relatively new practice

of hiring seasoned professionals. In a modest hiring year, we now

add 20,000 to 25,000 people.

In effect, gradually repopulating Providence, Rhode Island!
Exactly. So how do you channel this diverse and constantly changing
array of talent and experience into a common purpose? How do you

get people to passionately pursue that purpose?
You could employ all kinds of traditional, top-down management

processes. But they wouldn’t work at IBM—or, I would argue, at an

increasing number of twenty-first-century companies. You just can’t

impose command-and-control mechanisms on a large, highly pro-
fessional workforce. 'm not only talking about our scientists, engi-
neers, and consultants. More than 200,000 of our employees :
college degrees. The CEO can’t say to them, “Get in line
me.” Or “I’'ve decided what your values are” The:
that. And as you know, smarter people tend to't 5 W
challenging; you might even say cynicale i s
But even if our people did accept this kind of trad
chical management system, our clients wouldn’t
IBM over the years, a top-down m%mﬂma, can nH te
#.uEmmEnBQ that doesn’t allow for the speed, the f]
Innovation that clients expect today. :




