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The Maverick and His Machine 
Thomas Watson Sr. and the Making of IBM 

by Kevin Maney 

If you ask yourself who the top business leaders of the 20th century 
are, a few big names will inevitably pop up: Henry Ford, Jack Welch 
and Bill Gates to mention some of the obvious ones. Fewer people 
would be as likely to include Thomas Watson Sr., the founder of 
IBM, on that gold-plated list. But as author Kevin Maney reveals in his new 
biography — The Maverick and His Machine: Thomas Watson Sr. and the Making 
of IBM — Watson undoubtedly deserves to be ranked among the great ones. 

Author Kevin Maney, an award winning, nationally syndicated technology reporter 
for USA Today, decided to write Thomas Watson's biography shortly after he 
scored an impressive coup by gaining unlimited access to Watson's personal 
papers, which had been stored away for decades in the IBM archives. Over 340 
boxes full of memos, notes and meeting transcripts had been sitting untouched in 
an IBM warehouse since Watson's death in 1956, and with the company's 
permission, Maney became the first reporter ever to leaf through them. And what 
an amazing story he found! 

Set against the backdrop of what most people still regard as the most traumatic 
and agonizing depression in U.S. history, Maney tells us the story of a man who 
forever seemed to be vibrant and optimistic — almost insanely so — regardless of 
the circumstances. Indeed, it is largely because of Watson's undying enthusiasm 
and flare for the dramatic (including his reputedly frequent loud outbursts) that 
Maney appropriately labels him as America's first "celebrity CEO." 

On one level, Watson is described as a consummate marketing professional. He 
had a special way of making his tabulating machines seem hip, even when 
virtually no consumer ever owned or saw one. But Maney also reveals that 
Watson the CEO was much more than showmanship and razzle-dazzle — he was 
also a big picture thinker who was far ahead of his times. This he demonstrated 
on several crucial occasions, including the fateful time in 1932 when he decided to 
pour millions of additional dollars into research and development, even as his 
company's revenues were plummeting and disaster seemed inevitable. Over and 
over, Watson made daring bets of this nature and won each and every time, 
thereby vaulting IBM to new levels of size and power. 

Yet for all his accomplishments, Watson was not without his personal faults. At 
times utterly self-absorbed, Watson made some appalling errors of judgment that 
got him in trouble both with the justice system, and with the court of public 
opinion. He also had a tendency to be short-tempered when under stress and did 
not take well to criticism. Yet, despite all of his shortcomings, Watson still 
managed to inspire loyalty and enthusiasm through his relentless optimism and 
willingness to hire ordinary young people and give them a chance. He also made 
IBM one of the first companies to accept women in its training programs. 
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So when we think of Thomas Watson Sr., Maney invites us to see him as the rule-
breaking visionary that he truly was. Think Oracle's Larry Ellison, Cisco Systems' 
John Chambers and Sun Microsystems' Scott McNealy all rolled into one. That's 
the kind of big-thinking leader Maney uncovers here. 

For these and other reasons, the rollercoaster story of Thomas Watson Sr. holds 
lessons for every high-tech executive struggling through the current downturn, 
and indeed for any big thinking entrepreneur who's ever fallen on hard times. One 
cannot help but be inspired by Tom Watson's rags-to-riches story. 

From Humble Beginnings 

Like so many great American success stories, Thomas Watson Sr. came from 
humble beginnings. Born on February 17, 1874 to Thomas and Jane Watson on 
the family farm in east Campbell, New York, Watson grew up nowhere near 
anything that could be remotely called a city. The nearest real town was Painted 
Post — about 250 miles west of New York City. 

For his education, little Tommy Watson needed only to walk a few hundred yards 
to a one-room schoolhouse. From that little schoolhouse, Watson eventually 
graduated to the Miller School of Economics, located near Painted Post. But 
Watson soon grew tired of that stodgy academic setting, and in 1891, he decided 
to take a job keeping the books at Clarence Risley's Market, a general store 
located in the center of town. One year later, Watson jumped over to Willard 
Bronson's hardware store, where Watson decided to try his luck at selling sewing 
machines door-to-door — Watson's first salesman job. Not too long after that, he 
moved upstate to Buffalo to continue selling sewing machines for a manufacturer 
called Wheeler & Wilcox. 

"Whether Watson could actually sell anything or not," writes Maney, "he sure did 
fit in with the traveling salesmen of the day, wearing clashing, loud clothing; 
growing a heavy moustache; and finishing each day at the local saloon. Yet one 
fateful evening, according to Watson family lore, when Watson stepped out of the 
saloon after a heavy night of drinking he found that his horse and wagon, along 
with all of the sewing machines in it, had been stolen. Watson reported his loss to 
Wheeler & Wilcox the next day and was promptly fired. From that day forward, 
Watson concluded that never again should alcohol be mixed with business (a 
philosophy he would eventually carry over to IBM)." 

The National Cash Register Days 

Hammered by failure, his confidence in tatters, Watson trudged into the Buffalo, 
New York offices of National Cash Register (NCR) to begin making payments on 
the many debts he had begun to accumulate by that time. Always a charismatic 
fellow, Watson immediately struck up a conversation with an NCR salesman 
named John Range who was working in the office. Watson asked Range for a job, 
and some months later, in 1896, Range eventually said yes. Watson then became 
a sales apprentice to Range, who pushed Watson extremely hard and taught him 
everything he knew about sales — which seems to have been a considerable 
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amount. Nine months after joining NCR, Watson became a full sales agent. And 
four years after that, Watson was asked to manage NCR's struggling Rochester, 
New York sales office. 

At just 27 years of age, Watson completely turned around the Rochester office 
and soon made it one of NCR's best. This naturally attracted the attention of the 
top brass at NCR, including John Patterson, the head of the company. In fact, 
Watson's successes in Rochester made him first in line when Patterson needed to 
find an exceptional performer to head up a "secret" NCR operation. Watson 
graciously accepted the special assignment, which very nearly became his ruin. 

With Patterson's backing, Watson set up a chain of used cash register stores, 
which was secretly backed by NCR. By paying more for second-hand machines 
and then selling them for less, Watson slowly drove many of Patterson's 
competitors out of business. But when a disaffected NCR employee began talking 
to the Justice Department in 1912, the anti-competitive scheme soon became the 
subject of a federal grand jury indictment of Patterson and more than two dozen of 
his employees, including Watson. 

After much legal wrangling (which included the conviction of Watson and the other 
employees) the Justice Department eventually cut a deal with the firm, which 
ultimately overturned the convictions and allowed Watson and his colleagues to 
avoid any jail time. 

As Maney makes clear, these events had a profound impact on Watson. He 
writes: "If ever there was a single moment when Tom Watson changed — when 
he decided that maintaining a squeaky clean image and reputation were 
paramount in business and in life — this was the moment." 

Following his acquittal, Watson quit NCR and, quite amazingly, managed to 
persuade a man named Charles Flint, the owner of the then struggling Computer-
Tabulating-Recording-Company (CTR), to hand him the full reigns of his company 
so that Watson could try to bring it back to life. Watson succeeded with CTR 
beyond anyone's imagination, except perhaps his own. Seeing the future in his 
little tabulating-machine company, Watson began to invest lavishly in research 
and expansion, even as the Great Depression loomed on the horizon. 

The Depression Years 

On February 4, 1924, Watson changed CTR's name to International Business 
Machines (IBM). He saw opportunity for his tabulating machines in all sorts of new 
applications — railroads and banks in particular. IBM also made scales and time 
clocks, but Watson saw that those were not growth markets and the focus was 
very much on the tabulating machine arm of the business. Watson also knew that 
patents were critical to securing technological dominance and he set out to buy 
smaller companies to secure both their patents and their best minds. 

Like most companies, the Great Depression hit hard at IBM, where many 
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employees owned its stock. Watson helped some of them get by with loans, 
salary advances and other short-term patches. He also continued to forge ahead 
with his great plan for the company, including new product development and 
international expansion. This, of course, set him apart from the general run of 
Depression-era executives who operated with much more caution. Watson 
optimistically believed that, regardless of the prevailing economic circumstances, 
the benefits of his tabulating machines were so clear that no business could do 
without them. 

Initially, Watson's aggressive strategies didn't seem to work and IBM was doing 
so poorly that the Board seriously considered getting rid of him. But the passage 
of the groundbreaking Social Security Act in 1935 saved him. The Social Security 
Act meant an enormous new demand for accounting machines. 

Businesses had to track wages, hours and withholding taxes. And because 
Watson had made a wild gamble to continue manufacturing machines, despite the 
sluggish demand, IBM had plenty of machines to go around. The following year 
Watson gave a bonus of one year's pay to every worker in the factory. Watson's 
own pay hit $365,000 and beyond — a princely sum in the midst of the 
Depression. He became the country's highest paid executive and achieved instant 
celebrity status. 

The Later Years 

It's fair to say that Thomas Watson Sr. got pretty well all of his big decisions right, 
but just like everyone else, Watson did make the occasional misstep. Watson's 
biggest blunder by far came on a business trip in 1937, when he somehow 
managed to get himself snookered by Adolf Hitler. While in Germany promoting 
global trade, Maney writes that Watson graciously accepted a Nazi medal, saying 
that Hitler had given him his "personal promise" that there would be no war. 
Following that visit, IBM's CEO then traveled through Italy where he repeatedly 
praised Mussolini as a "great leader." 

While there's no evidence that IBM ever actively collaborated with any fascist 
regime, Maney argues that Watson misread the Nazi's real intentions and missed 
an important opportunity on the eve of war to speak out and possibly make a 
difference. Watson had the power and prestige to rally public opinion against 
Hitler, concluded Maney, but he failed to do so. 

Although these connections were completely severed following Pearl Harbor, 
Maney argues that Watson's early connections with the Nazis nevertheless rank 
among the biggest miscalculations of his long career. 

With respect to other important business decisions, Maney argues that Watson 
also stumbled by uncharacteristically showing too much caution when it came 
time to fully shift IBM into electronics. During the late 1940s, when Watson was 
already well into his 70s, he slowly began to consider the potential of vacuum 
tube-powered computers. Yet Maney indicates that Watson never saw electronics 
as much more than a tidy little add-on business, when in reality they would 
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become the next great wave that would finally wipe out his beloved punch cards. 
Nevertheless, in his final years at the helm of the company, Watson Sr. was still 
clever enough to delegate the electronics effort, which he did not seem to fully 
understand, to his son Thomas Watson Jr. 

Maney thoroughly recounts Watson's son's rise within the company and how he 
boldly led IBM to create the "702" computer. Remington Rand's amazing new 
UNIVAC computer had once humiliated IBM by famously predicting the outcome 
of the 1952 presidential election on national television. But in the end, Watson 
Jr.'s highly innovative 702 proved twice as fast and far more reliable. 

With the success of the 702 under his son's belt, Watson Sr. gradually (and 
somewhat reluctantly) began stepping back from his CEO role and delegated 
more to subordinates. Soon, Tom Watson Jr. assumed the keys to the CEO's 
office, and from there he led IBM full speed ahead into the computer age. 

Watson's Legacy 

Many things have changed since Thomas Watson Sr.'s tenure at IBM, but one 
thing that never changes is IBM's set of core values. Some of the less 
complimentary books written about IBM over the years have pointed out that the 
company should have changed its culture more quickly during the late 1980s and 
early 1990s to become less bureaucratic and more decentralized. That's probably 
true — no company is immune to criticism — but be that as it may, no one who 
knows anything about American business can ever take issue with what "Big 
Blue" stands for in its corporate heart. 

Like him or not as a person, there can be no question that Tom Watson Sr. left 
behind a monumental legacy of values and beliefs that will forever give his 
company a very unique place in history. To this day, Watson's commitments to 
research and development — and to customer service — remain integral parts of 
IBM's value system. However, from Maney's perspective, the most important 
component of Watson's cultural legacy is the value of integrity. IBM as an 
institution is replete with examples of extraordinary actions having been taken on 
behalf of a customer, an employee, or a supplier — not because of the law or 
business requirements, but because it was the "right" thing to do. 

Having learned first hand early in his career about the pitfalls of carousing about 
and trying to cheat the system, Watson always tried to do the right thing when he 
was running IBM. It's abundantly clear that Watson's run in with the Justice 
Department had a profound impact on his own personal business philosophy, 
which he spread throughout his entire company. As a result, Watson was one of 
the first American business leaders — if not the first — to consciously exploit the 
power of corporate culture. He built a school for his employees and a country 
club. He staged events such as IBM Day at the 1939 New York World's Fair and 
created a monthly magazine called Think, which has come to symbolize IBM. It all 
added up to a pervasive corporate culture that motivated employees and inspired 
lifelong loyalty — a heritage that IBM executives still draw on to this day. 
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Conclusion 

IBM is far and away one of the most successful companies in American history. It 
single-handedly ushered in the Information Age and dominated the computer 
industry for more than seventy years. Yet until now, the amazing story of the 
founder and builder of IBM has never been thoroughly examined and brought to 
life. Finally, after many years, journalist Kevin Maney, using thousands of 
documents never before made public, has revealed the incredible achievements 
of Thomas Watson Sr., a visionary leader who forever changed the world of 
technology, and of business. 

Like other great American leaders who became larger than life during their 
amazing careers, Thomas Watson Sr. was not always a likeable man, but that 
does not diminish his importance. Leaders like Watson are forces of nature — 
almost terrifying in their release of energy and unpredictable volatility, but beneath 
all that they still adhere to certain patterns and principles. Those patterns and 
principles might be hard to see amid the sound and fury, but they are there 
nonetheless. 

Good or bad, inspiring or maddening, Kevin Maney lays bare the naked truth of a 
great company builder in action, and in doing so, reminds us that Thomas Watson 
Sr. has truly earned his place in history — a place more majestic than even he 
could have ever imagined. 

 


