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Hewlett-Packard's (HP) board of directors clicked the "Buy it now" button last week and tapped current director and former eBay chief Meg Whitman to replace Leo Apotheker as CEO. Apotheker was fired after 11 disastrous months on the job, during which he cut revenue guidance three times. HP shares have plunged 47% during his tenure, closing Friday at $22.32. HP's decision to tap Whitman was made hastily, without conducting an outside search or naming an interim CEO, raising the eyebrows of investors and tech analysts who have observed more than a decade of serial blunders by HP's board. Having thrown Apotheker under the bus, HP's board has turned to Whitman to clean up one of the world's biggest technology companies.
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Headnote
Once the pride of the technology world, Hewlett-Packard has been stumbling for more than a decade. Is newly appointed CEO Meg Whitman up to the job?
HEWLETT-PACKARD'S BOARD OF DIRECTORS CLICKED THE «BUY it now" button last week and tapped current director and former eBay chief Meg Whitman to replace Leo Apotheker as CEO. Apotheker was fired after 11 disastrous months on the job, during which he cut revenue guidance three times. HP (ticker: HPQ) shares have plunged 47% during his tenure, closing Friday at $22.32.
HP's decision to tap Whitman was made hastily, without conducting an outside search or naming an interim CEO, raising the eyebrows of investors and tech analysts who have observed more than a decade of serial blunders by HP's board, "While we believe the decision to replace Leo Apotheker was a good one," wrote Bernstein analyst Toni Sacconaghi on Friday, "we are disappointed with the naming of Meg Whitman as HP's permanent CEO, and believe that this sentiment is shared by most investors and large HP shareholders."
Among the board's past missteps: Carly Fiorina, hired as CEO in 1999, engineered the highly contested acquisition of Compaq Computer in 2002 and was ousted in 2005; Mark Hurd, hired as CEO in 2006, was ousted in 2010 after an alleged sexual-harassment case emerged, clearing the way for former SAP Chief Executive Apotheker, who, in a single week last month, announced that the company would sell its $40 billion-in-revenue personal-computer business, kill its tablet^computing effort, abandon its Palm mobile-operating system and pay $10.3 billion for Autonomy (AU.London), an enterprise-software firm.
Adding to HFs long history of boardroom intrigue, Apothekern strategic moves were leaked to the media in advance of the announcements, probably in an attempt to undermine him- which the leaks, in fact, did. The board, it bears noting, publicly endorsed the moves.
Having thrown Apotheker under the bus, HP's board has turned to Whitman to clean up one of the world's biggest technology companies. "I know HP has disappointed investors in recent quarters, and we're not happy about it," Whitman said on a Thursday conference call. "We understand that our performance is under intense scrutiny."
As if that's something new.
In Whitman, HP gets a proven, big-league CEO, who lifted eBa/s revenue to $7.7 billion in 2008, from $47.4 million 10 years earlier. However, the 55-year-old e-commerce executive found it tougher sledding when the company's gogo growth subsided, and she was criticized for her ill-advised $2J5 billion acquisition of Skype, which ended as a $1.4 biIHon write-down. With expected revenue of $127.3 billion this year, HP is a far larger and more complex challenge.
Whitman has been lauded for her stellar customer-relations and communications skills. Those were fatal shortcomings of Apotheker, who didn't consult beyond an inner circle of top managers. The knock on Whitman is that she has no experience selling hardware to businesses. Before eBay, she was a senior executive at toy maker Hasbro.
Since her election loss in California's gubernatorial race last year, Whitman has been licking her wounds as a special advisor to venture-capital power Kleiner Perkins Caufield & Byers, where HP Executive Chairman Ray Lane is a partner. Lane, who says he was offered the CEO job on multiple occasions-and turned it down-made it clear that Whitman was his No. 1 choice. "1 worked closest on this," he said. "I can't think of a name out there today I would select over Meg as the CEO of this company." Lane also attempted to put as much distance as possible between himself and Apotheker. "This board didn't select Leo," he said.
The first thing Whitman needs to do is recognize that HP wasnt broken when Hurd was ousted in August 2010. Unlike Yahoo! or AOL, HP is not a decaying brand. The Palo Alto icon is the world leader in printers, servers and PCs, with strong positions in data storage and consulting services. While the Apotheker era inflicted about as much damage as humanly possible, it isn't totally irreversible.
Whitman must quickly address HP's PC strategy. So far, she's been wishy-washy, stating, "We have to do the analysis." At the same time, she said Thursday, "I want to make sure we underscore our commitment to the hardware business."
That's not to say that HP doesn't need to ramp up investment in higher-margin software and cloud-computing strategies; it just can't do it overnight, as Apotheker seemed to think it could. HP is an aircraft carrier that needs to sell nearly $130 billion worth of goods and services a year to stay afloat. Turning the company in a new direction -emphasizing software and cloud services -will take patience. It took IBM more than 10 years to build its business-software portfolios through acquisition. There is little reason to believe that HP could achieve that any more quickly.
What's more, many of the top business-software players have already been snapped up. K HP were to acquire Red Hat, Informatica, Tibco Software and BMC Software, for example, their collective revenue would only be about $5 billion, which is only 4% of HP's total revenue.
It wouldn't hurt Whitman to borrow a few pages from Mark Hurd's playbook. During his first year, Hurd shunned the spotlight and concentrated on increasing revenues and operating margins in the company's four operating divisions.
To achieve that, Whitman needs to shore up relationships with strategic partners. Apotheker alienated longtime technology partner Microsoft by announcing that HP personal computers would run on Palm's WebOS, shunning Windows. An apology to Steve Ballmer would be a good place for Whitman to start.
Sidebar
As the Chief Turns
HP's directors are serial blunderers. In the past 12 years, they've hired Carly Fiorina as CEO (1999); fired Fiorina (2005); ousted Chairman Patricia Dunn, amid a spying scandal (2006); hired Mark Hurd as CEO (2006); forced Hurd out after a sexual-harrassment scandal (201 0); hired Leo Apotheker (above right) as CEO (201 0); forced out Apotheker (last week); and hired Meg Whitman (left)..
The Bottom Line
HP's shares have tumbled 47% since Leo Apotheker came In last year. His successor, former eBay CEO Meg Whitman, has done little to calm Investors.
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