Jon Iwata

Interview Segments on Topic: Trust/Credibility
Interviewer: You were co-chair of the team that put together the Authentic Enterprise. Could you talk a bit about it and the kind of impact it’s having?

Iwata: OK, so more than two years ago Roger Bolton was president of the Page Society and one of the primary missions of the Page Society is to advance the policy role of the Chief Communications Officer (CCO). So Roger said, well, if that’s the case, then what is the future of the Chief Communications Officer? We should have a team go off and try to answer that question. Valerie Di Maria, who was at Motorola at the time as CCO, and I co-chaired that with nineteen team members. CCO is an agency people; great team, and we sort of dove into this question. Well, one of the things we quickly found out was in order to answer the question “what is the future of the CCO?”, we had to answer, “what is the future of the CEO?” So we had a firm go off and interview and it turned out a little over thirty CEOs, and before they could answer the question about the future of the CCO they wanted to talk of the future of business, what was on their minds?

This is now about 2 ½ - 3 years ago. They listed several forces of change that are pretty obvious today. One is the digital network revolution. From a CEOs standpoint they said it used to be just the press, either playing offense, like let’s get our word out, but then also defense. We just used to have to worry about the press, but now somebody over here we’ve never heard of has this powerful megaphone called the Internet; they’re on it for like nothing and people are actually paying attention to them. How are we going to respond to this new world? So the diffusion of media, mostly because digital commons emerging was one, and second was the expectation that corporations were changing. Perhaps there was a day when a corporation was expected to produce good product, make money, and not break the law. But now, the CEO is saying, I’ve got to worry about the environment; I’ve got to worry about my supply chain; I’ve got to worry about how I treat my people; I’ve got to worry about all of these things. That coupled with the prior concerns, the CEO is saying all of these stakeholders are exerting influence on us, but by the way, maybe we should take advantage of that, but I don’t know how to do that. The third was globalization. About the same time we were doing this work Tom Friedman’s book The World is Flat came out. Rather than being a screed about jobs moving to India, it changed the dialogue, at least in the United States, that globalization is going to have profound implications, good and bad, and we’d better figure this one out. So the CEOs were citing those three drivers of change.

We then asked the CEOs, and then we subsequently did a lot of thinking about this. So what are the implications of all of this to the CCO, who reports to you? And the CEOs by in large said (1) we need somebody to figure out how to have relationships across multiple stakeholders. Today we manage the government here, the press over here, universities there, employees over here, customers differently, but they’re all talking to each other now on the [Inter]net. They all have the same knowledge, so we can’t segment them and segment messages. They all know the same thing. How do we get hold of this thing and use it to our advantage? CCOs could help. Secondly they said, “help us figure out this new world of digital, gain mastery of it.” Someone is going to; the CCO could take a stab at it. Third—and this was wonderful to hear—values will be very, very important again. I need help to define values or reaffirm them and then get everyone to live them. Why? Because of this incredibly transparent world that we’re in. The only way that we can be sure that whatever the world sees, mostly through our people, they’re going to like what they see. I can’t do that unless everybody actually is living the values that we espouse. In some cases we need help even defining them.

Well we wrote all that up in the paper and published it. We called it the Authentic Enterprise deliberately, and I just gave a little talk across the street here [at the Page Society Conference]. I talked about authenticity because I think it has been misunderstood, you ask what has been the reaction? I think there’s been a very good reaction. There is some recommendation that the paper is somewhat controversial, which is good. But one thing that I’ve observed is that people have equated authenticity with ethics. I said to them yesterday in this little talk, we could have written a paper called The Ethical Enterprise, The Socially Responsible Enterprise, The Virtuous Enterprise, The Good Enterprise, The Uninvited Enterprise, but we didn’t. We called it the Authentic Enterprise; why? Because every company should be ethical; every company should not break the law; every company should do the right thing. But great companies not only do all of those, which I believe are table stakes, but great companies are also unique in some way.

Another way of saying it, is not every company values the same thing; so like what? Well, we value innovation; at least we say we do. Then an insurance company or a bank might say we don’t value innovation because we value risk mitigation. Another company might say we value team play in our culture. Other companies might say we value individual achievement. Those are perfectly good differences, but they also make for unique companies. So authenticity isn’t about doing good things. It’s about being clear about what you want to be distinctly in the world and then actually translating those words into action in the behavior of the company. So I think that the Authentic Enterprise gets talked up a lot if it does because it’s touched a nerve about lack of trust in corporations, which is very much true given what we’ve been through in the past ten years here. It also speaks to the change that’s required for us to navigate and capitalize on the new digital commons, which is very controversial. In some ways it means loss of control. When you think about it, we write the speeches; we write the talking points; we monitor interviews; we talk to reporters. No one else is authorized to talk to the press. The authorized spokesperson used to mean something. Well, the declining circulation of newspapers and the declining effect of prime-time television, we go with it. If people are [not] reading just Business Week, Forbes, Fortune, New York Times and so forth, and they’re getting more information and influence from other places we better map ourselves to that too. But it also means that we can’t control what a blogger writes or thinks and we one day will not be able to control, in our case four hundred thousand employees all expressing their point of view to the world. That gets back to values.

So a lot of work comes back to what do we value in our case at IBM and then what are the programs and operations that we have to put in place to ensure that employees are supported as we live what we espouse—what we aspire to be. I do think that this represents an expansion of the CCOs role and an expansion of public relations, but we do have to adopt and adapt new ways of doing things. I think that a lot of companies are well on their way to doing that.

Interviewer: Do you think that’s why the brand IBM is so trustworthy compared to how it was maybe in the 1990’s? Is it a result of all the work from the employees?

Iwata: Yes, we have the data on it and the reason why IBM’s brand is respected and trusted as you say is because of our transformation, not just once, but the ability of a company to reinvent itself. We’ll be one hundred years old in two years and unlike a company that is a hundred years old that pulls oil out of the ground or maybe makes cars or does banking, cars, by in large, are still four wheeled internal combustion engine things, right? Henry Ford would come back and recognize the basics of a car. J. P. Morgan would come back and recognize—he may not approve—but he would recognize what a bank is supposed to do. John Rockefeller would recognize an oil company for sure, largely unchanged. But Tom Watson, Sr. would not recognize what we produce. I would like him to say I absolutely recognize the IBM Company, and it’s the same company because he put into motion a company that was never defined by the products we make. I think that’s hard to do. We nearly died because once we forgot how to do that. But I think one of the reasons why we’re trusted today and admired is the ability to keep ahead of changing times. Our role in that communication is not just to sort of message that, although it’s a big part of our work. It’s to help identify those forces of change and then to mobilize the business to take advantage of them.

I will always be haunted by the collapse of the company, and I have much more appreciation for my parents who were children of the depression. They don’t believe in credit cards; they believe in cash. I say the world’s changed mom and dad; you can trust those things. They still remember what it was like as a kid and they can’t help themselves. I can’t help myself. I always think that something is going to come along to kill IBM. It doesn’t matter if we’re very successful again. Therefore I tend to try to keep an eye out on trends and their implications, Authentic Enterprise being an example of that for our profession. So, being on the leading edge of change and not victims of change, and not being victims of our own inaction, I think is an important lesson in my career and I didn’t set out to learn that one.

Interviewer: Well I want to thank you for spending some time with us today.

Iwata: Thank you for giving me the opportunity to talk here about it.

Interviewer: It was very interesting.

Iwata: I hope so. Thank you very much.

