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Winning By False Pretexts: Lessons From The HP Saga 

By Harvey L. Pitt, Compliance Week Columnist—October 31, 2006 

Movie fans surely will recall Paul Newman’s stellar performance as Frank Galvin, a down-on-his-luck, often 
inebriated, ambulance-chasing trial lawyer, in the 1982 film “The Verdict.” What may not be recalled is that 
the movie provides an interesting backdrop for current considerations of the Hewlett-Packard saga.  

 
To refresh our collective memories, Galvin is given a chance to represent Sally and Kevin 
Doneghy, a poor couple whose relative (Sally’s sister) was left a human vegetable because she 
received the wrong anesthetic before she went into labor. In theory, all Galvin needed to do was 
settle the case, give his clients two-thirds of the proposed recovery ($140,000), and pocket the 
rest ($70,000) for himself, without lifting a finger. Of course, movies are never that simple.  
 
Instead, Galvin grows a conscience and rejects a promising, but probably inadequate, 
settlement offer—much to the chagrin of his clients, with whom he didn’t consult before turning 

down the offer. Galvin subsequently must go to trial with few resources, no recent experience, and precious 
little hope of succeeding in the face of the dirty tactics of his trial adversary, Ed Concannon, lovingly dubbed 
“The Prince of Darkness,” and played in sinister fashion by James Mason. The worst of Concannon’s dirty 
tricks involves paying a young associate to become Galvin’s lover, so she can learn Galvin’s trial stratagems 
and report them. Viewers are led to hope that Galvin can overcome the might, majesty, maliciousness, and 
money of Concannon’s law firm, and prevail against overwhelming odds.  
 
Eventually Galvin does this; first by the use of pretexting.  
 
The critical witness is the admitting nurse, Kaitlin Costello, who knows that the wrong anesthetic was used 
on Galvin’s client. She also knows that the attending doctor falsified the patient’s admitting form to avoid 
potential liability.  
 
Galvin uses pretexting to learn Costello’s whereabouts from her best friend, who is trying to keep Costello’s 
location a secret. He then violates federal and state criminal laws by breaking into  
the mailbox of Costello’s friend to obtain her telephone records and ultimately find Costello. Once he does 
that, it’s Hollywood-simple to persuade her to be his witness, testify to the truth, and end on a positive note. 
We’re led to root for Galvin, especially in the face of Concannon’s misconduct. But, unless we’re prepared to 
adopt Machiavelli’s notion that the ends justify the means, we shouldn’t root for Galvin, compelled as we 
otherwise are to cheer him on.  
 
In many ways, the Hewlett-Packard saga is replete with interesting parallels to “The Verdict.” Directors 
leaked confidential board information, which was both morally wrong and a breach of their fiduciary duty, 
and those who ran the company grew frustrated with their inability to identify the wrongdoers and put a stop 
to improper behavior. As a result, they—or those under their direction—apparently broke the law by 
pretending things that weren’t true, and obtaining telephone records improperly to ascertain who really was 
leaking confidential board deliberations to the press. Unlike Frank Galvin, former HP chairwoman Patricia 
Dunn and her colleagues did not have the advantage of Hollywood screenwriters to make sure everything 
ended on a happy note. Not only have directors and company executives resigned, but the pretexting efforts 
used to obtain access to telephone records are now being pursued criminally.  
 
This modern-day cautionary tale offers boards of directors and senior managements a rich tapestry of 
lessons in corporate strategy and governance. Although the symptoms may manifest themselves in different 
ways, one root cause is that dysfunctional groups produce dysfunctional results. HP languished for years as 
the board and management clung to a vision of the company as it was in the past, instead of pushing the 
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company to take control of its future. The discord and frustration caused by this dysfunction resulted in the 
terrible mess playing itself out in Congress, the courts, and the press. Boards and senior managements 
should use the lessons of Hewlett-Packard to examine themselves to ensure that they have none of the 
symptoms of HP’s disease.  
 
The 16-Cylinder Jaguar 
  
HP’s dysfunction was no secret to investors. Many people analogized the company to an apocryphal 16-
cylinder Jaguar: In theory, the car is ideal, but in practice it’s impossible to get all the cylinders to work 
together at the same time. Investors had the same experience with HP. With a leading market position in 
printers, servers, personal computers, and test equipment, the company should have been able to generate 
huge returns in the expanding market for technology. Instead, HP constantly disappointed investors in the 
late 1990s through 2004. Each quarter and year, HP reported disappointing earnings because some segment 
of the business had unexpectedly taken a wrong turn. Management promised to fix its problems and made 
rosy predictions about the future, only to have similar scenarios repeat themselves. To many investors, HP 
had become the classic value trap—a pussycat that couldn’t be morphed into a tiger.  
 
Investor frustration led to the hiring and firing of CEOs. Their failure was inevitable, in hindsight, given a 
divided, dysfunctional board. No CEO could please the different factions or convince them that the CEO’s 
vision for the company was correct. It was impossible to satisfy the board because the board was unable to 
articulate exactly what it wanted.  
 
In the sad denouement of this tale, the board finally devoured itself. Unable to reach consensus on anything, 
some members decided to investigate their colleagues for leaking confidential information to the press. The 
questionable wisdom of this decision was compounded by choosing tactics to pursue the investigation that 
were ethically questionable if not outright illegal. The complete breakdown of trust and respect between 
members of the board subsequently had grown men and women trading insults on nightly talk shows in an 
effort to stimulate their forthcoming book sales.  
 
It’s a serious mistake for others, having witnessed HP, to believe “what happened there can’t happen here.” 
The truth is that things like that can happen anywhere. Rather, it’s essential for every corporation to have 
processes in place that allow critical self-evaluation and foster methods for fixing issues without descending 
into the bitter rancor and destructive activities that characterized HP. In hindsight—always 20/20—there are 
some fundamental lessons to be learned from HP’s woes:  
 

1. Boards should strive for collegiality and be constituted to achieve that result. 
Ultimately, critical board decisions are vested in the hands of a group, not a single decision maker. As 
a result, the system can only work if collegiality is fostered and actually achieved. There are several 
important facets to achieving this:  

 
a. Selection. Directors should be selected for contributions they can make to overall board 

deliberations, not solely for their pedigree or even their affinity with a critical corporate 
constituency. While pedigree and constituency affinity are helpful, the most critical thing is to 
select people who play nicely with one another.  

 
 b.  Mutual responsibility. Ensuring collegiality is not the function solely of the  

chairman or lead independent director; it has to be, and it is, the responsibility of each director. 
When any diverse, educated group of individuals gets together—especially if lawyers are 
included—there are bound to be tensions, fissures, and disagreements. Those can be 
constructive, but only if they lead to better results.  

 
       c. Mutual self-assessment. Directors need to reflect on how they’re performing, and the best way 

to do that is to seek 360°review and feedback. The major stock exchanges now require self-
assessments; however, this is something that shouldn’t be viewed as another formality to clear. 
Rather, directors should seek input from internal constituencies, external constituencies, and 
one another regarding how the board is functioning and, equally important, how the board and 
its individual members are perceived.  

 
      d. Off-site time together. It’s critical for board members to spend some time  
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together, and to do so outside the board room. Having a pre-meeting dinner off-site, at which 
business per se isn’t discussed, is one way of achieving that result. Directors who don’t have 
time to interact with one another socially probably shouldn’t be on anyone’s board.  
 

 
2. Don’t be blinded by your own success. Put another way, companies that are doing well aren’t 
always as smart as they think they are. Individuals and companies often let success go to their heads; 
they become convinced that success in the past is predictive of success in the future. HP’s early 
success—based upon its engineering and entrepreneurial spirit—left it ill prepared to deal with the 
commoditization of printers, personal computers, and servers. HP needed to avoid the perception that 
its past successes were predictive of the outcome of its future efforts. 

  
3. Conversely, companies and their personnel aren’t as bad as they may sometimes 
believe. Mistakes are a human trait. The key to success is minimizing the effects of the mistakes that 
will ineluctably be made. By ignoring its problems for so long, HP was forced into making big 
decisions, like the Compaq merger, to fix its problems. Big decisions unfortunately have at least the 
same propensity for being wrong as little ones, and perhaps a greater propensity in that direction. 
There are two benefits from little decisions. Little decisions usually cost less if they’re  

 wrong, and a series of little decisions can ultimately equal a big one, with less risk.  
 

4. All organizations need plans and goals. Boards and senior managers should require that 
senior officers have plans and that those plans are updated annually. These plans provide objective 
criteria that allow boards to evaluate senior management’s performance and vice versa. For board 
members, actual performance compared to expectations might provide a valuable indication of when 
their interest and attention are waning.  

 
5. What happens in the boardroom stays in the boardroom. If individuals can’t support the 
company outside the boardroom, it’s time to get them off the board. The board is the first and most 
important bulwark in a company’s public posture. Board members must be unified and constant in 
their support for the company and its management, even when they are on the losing side of any vote. 
Internal disagreements about board issues are an important part of the normal process of reaching 
informed decisions; however, it has to stop at the boardroom’s door.  

 
6. Disagreements shouldn’t become personal. In spite of their differences, the HP board failed 
not because of those differences, but because its members personalized their differences. If board 
members can remain civil and respectful, they can usually work through differences and often achieve 
spectacular results. Once respect for one another is lost, the situation quickly spirals out of control.  

 
7. Look back, but not in anger. Shakespeare opined that “what is past is prologue.” But, once an 
event has occurred, a fundamental question that must be asked is whether the event in  
question can be changed, modified, rectified, or undone. If the answer is no—which is always the case 
with leaks—attention should turn not to “Whom can we blame for what occurred?”; but,  
rather, to “How can we learn and improve from what occurred?” All too often, people lose sight of this 
simple distinction, and mire themselves down in post hoc recriminations, instead of  

 fixing the problem and making sure it doesn’t happen again.  
 

8.Before you lie in your own bed, get help making it. When issues become significant, or 
frustrations rise, it’s always best to have shared responsibility for decisions that will be made and  
pursued. Internal investigations take on a life or their own. They should be carefully structured and 
the procedures delineated so that everyone has a clear understanding of what is going to hap-  
pen. Left to their own devices, zealous investigators will often turn up much more of the swamp than 
one expected using techniques that were never anticipated. (For my August, 2004 column on 
conducting internal investigations, go to www.complianceweek.com and enter Print Reference 
Code: 080429.)  

 
9. What’s good for the goose had better be acceptable to the gander. At the Congressional 
hearings held regarding the pretexting fiasco, HP CEO and now-Chairman Mark Hurd conceded 
access to his cell phone records without his authorization. That’s a very logical and understandable 
reaction. But it emphasizes the fact that, if you wouldn’t enjoy having done to you what might be done 
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to others, you should make sure you know what techniques will be employed, and how they will be 
applied, before they’re actually utilized.  

 
10. Even at high-tech companies, sometimes low-tech solutions work the best. Instead of 
the millions spent on its high-tech investigation, HP could—and in hindsight, should—have convened 
its board members in a room, discussed the problem, brought in an outside impartial investigator 
(subject to board supervision), and requested everyone to turn over their telephone and email records. 
If one or two folks declined, the board would have had a fairly good idea of who was responsible for 
the leaks; if more than two directors balked, the likelihood was that any investigation would be 
doomed to failure. Simple solutions often cost less and achieve more.  

 
In a very emotional scene in “The Verdict,” James Mason’s “The Prince of Darkness” character meets with 
his female Mata Hari, played by Charlotte Rampling. Rampling’s character has fallen in love with Paul 
Newman, and she wants out of the agreement that has her playing the  
mole. Mason tells her “I know how you feel. You don’t believe me, but I do know ... [W]hen I was your age, 
I’d prepared a case and [the senior partner asked] ‘How did you do?’ And ... I said, ‘Did my best.’ And he 
said, ‘You’re not paid to do your best. You’re paid to win.’”  
 
In life, and especially on boards, directors are paid to do their best, and to get it right; they’re not paid to win 
at all (or any) costs. That’s a lesson ignored at a board’s peril.  
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