


"at the end of 1972 we were 
still on a pay-as-Y0Urgo basis; 

one year later 
we were $110 million in debt.. " 

The dynamic relationship: 
Profit, growth, 
asset management••• 

President Bill Hewlett opened the 
1974 Hewlett-Packard general manage­
ment meeting in Carmel, California, by 
saying that the purpose of the meeting 
should be to find appropriate answers 
to those questions. 

He first noted that "in the course of 
trying to understand what happened in 
1973-particularly at the time we were 
considering plans to undertake a long­
term debt of $100 million-various facts 
began to emerge. 

"At the end of 1972 we were still 
clearly on our traditional pay-as-you-go 
basis, with debts offset by cash in hand. 
One year later we were $110 million in 
debt-quite a departure! 

"The cause of this;' he said, "was 
found in the very high levels of receiv­
ables (money owed to us by customers) 
and inventories that had grown during 
the year. In effect, we entered 1974 with 
a major problem in asset management. 
As we looked at these developments it 
became evident that a basic turnabout 
had occurred in the roles of profit and 
growth; we had lost sight of the basic 
pay-as-we-go objective. 

"Therefore it is very important that 
the 81 managers at this meeting under­
stand the dynamic relationship between 

Intently analyzing group forecasts with the 
use of an HP pocket calculator during HP 
management meeting early in June were, 

from left, chairman Dave Packard, president 
Bill Hew/elt, Bob Boniface, vice president­

Marketing (standing), and Ralph Lee, 
executive vice president. 

profit, growth and asset management. In 
reducing expenditures because of our 
recent problems in asset management, 
I believe we have taken too much out of 
R&D and marketing. We need to get 
back to a more traditional balance in 
these areas that are so vital to our fu­
ture. That, as 1 see it, is one of the main 
challenges you will take back from this 
meeting. 

"1 am convinced that we can solve 
these problems of asset management, 
and bring our growth and profits into 
line, build the plants and create the or­
ganizational structure we will need. But 
I am not so sure that we see a clear 
solution to the problem of building the 
management team. Management by ob­
jective presupposes that we will have an 
adequate supply of managers under de­
velopment. The questions of where we 
obtain these people and how we train 
them represent what is probably the 
most challenging problem we face:' 

Principle of management: 

Get some action ..• 

"I would agree with Bill that the 
problems he has outlined are the ma­
jor ones facing us as we move ahead;' 
chairman Dave Packard said. "How­
ever, I would put it a little differently 
in saying that the problem is not just 
that of developing management capa­
bilities at all levels but also whether the 
people here can carryon the company 
in the future as in the past. 

"To that end I want to spend some 
time discussing principles of manage­
ment. As Bm indicated, we did get 
slightly off track over the past few years: 
We introduced some products that were 
not ready for the market; we Pri. 
some of our new products too low; 
we over valued inventories in several 
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specific cases at more than they were 
really worth. 

"Some of our problem in these areas 
was caused by giving too much time to 
long-range planning and targeting and 
not enough to the day-to-day problems 
of operating our business. Some impor­
tant things were overlooked by some of 
you people here, For example, it was 
only after the corporate management 
raised the question of inventories and 
accounts receivable last year that the 
people at the operating level began to do 
something about them. 

"As a result of raising some serious 
questions about our performance in 
1973, we have made good progress in 
the first half of 1974. Essentially, two 
things happened: shipments went up 
and expenses were cut, with significant 
effect on all areas. 

'The point I want to make is that 
• e results were a reaction not only 
to the targets that had been set but also 

to something else. After being made 
aware of the overall problem, every 
division really knuckled down to the 
task of improving profits. What this says 
is that we can't use financial targets and 
studies as the sole way of getting things 
done. We have to be alert to what is 
reaIJy going on in our business, and to 
communicate that information to all 
people in the company, and to get some 
action. 

"In looking at these problems and 
at the other changes that are occurring 
in our business, we have felt a need to 
reflect them in our Corporate Objec­
tives. Consequently we are revising two 
of the objectives extensively-the Profit 
and Customer objectives, and will make 
lesser changes in the other objectives. 
(Editor's note: the final text of the re­
vised Objectives will be made available 
shortly, in MEASURE and in booklet 
form). 

"Essentially, the changes in the first 

objective are a means of reemphasizing 
the key role of profits in meeting our 
other objectives, and here we need to 
stress that profit must be achieved to­
day, and that our company profit is af­
fected by what everyone does every day. 
In the customer objective, we want to 
bring out that marketing and selling is 
not just getting an order but also in­
volves providing our customers service 
and support for the future. We have got 
to work more carefully to give custo­
mers the best solution to their prob­
lems, and to give them the feeling that 
they are working with one company, 
not a group of divisions and marketing 
teams. 

nThere is no question, the job of 
managing this company is getting more 
complex, more difficult and more im­
portant-because our business is be­
coming more complex and because it 
is affected by more and more outside 
influences and constraints of various 
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Get some action ... 

kinds. We don't have the freedom we 
had a few years ago, and we are going 
to have to learn to live and deal with a 
changing world. 

"These meetings are held for the 
purpose of examining our problems crit­
ically and constructively. In spite of 
that, I want you to know-and to tell the 
people in your organizations-that Bill 
and I are very proud of the people in 
this company and their outstanding 
overall performance~' 

"... the problem is not just that of 
developing management 

capabilities at all levels 
but also whether the people here 

can carry on the company 
in the future as in the past." 

First-half performance. 
ahead of target 

Commenting on the success of the first 
six months of fiscal '74, executive vice 
president Ralph Lee said: "One of the 
things that has made it possible to do so 
well is that we've had a good order base 
to operate from. Our orders were $442 
million for the first half-six percent ahead 
of target and 34 percent ahead of a year 
ago. That's a terrific growth rate. 

"International business is growing at 
a much faster rate than domestic. If you 
look further back-over the last twelve 
months-our growth rate is a little more 
than twenty percent. Domestic growth 
was only about six percent whereas in­
ternational was substantially up-about 43 
percene' 

Lee reviewed the performance of each 
product group in terms of orders during 
the first half, and compared the figures 
not only with the comparable period of last 
year, but with the target figures. In almost 



every area of HP's business, the first-half 
.ormance was ahead of target, and up 
~atically from last year, In terms of 

shipments, the figures varied widely from 
month to month but showed a growth rate 
of about 33 percent per year. 

In discussing the two related problems 
of high accounts receivable (money owed 
HP for products already delivered) and 
inventory levels, Lee noted that a great 
deal of attention is being focused on these 
areas. He called the high inventory level 
"a much more difficult problem than ac­
counts receivable;' but said that the in­
crease has been halted. The further task 
of bringing the inventories down to an ac­
ceptable level is one that many people in 
the divisions are involved in. 

Another way of looking at the same 
problem, Lee said, is to look at our prod­
uct inventories in terms of the "turnover" 
of goods in a year's time, which is derived 
by dividing inventories by cost of sales. 
Current figures show that HP turns over 
its product inventory less than two times 
per year, and that some other successful 
companies show turnover rates almost 
twice that high, 

Lee discussed HP's capital expendi­
s and borrowing position over the past 

•	 eral years, noting that borrowing is 
down due to higher profits and reduced 
expenses, 

One area in which increased invest­
ment is needed, according to Lee, is re­
search and development. R&D growth-21 
percent over the past three years-has not 
kept pace with growth in other areas of 
the company, and it is important to keep 
R&D activity at a high level, because 
new products are the vital source of our 
success. 

He also reviewed the profit-sharing 
figures of the past two years, which showed 
a good percentage rate in 1972 and a sig­
nificant drop in '73. "We shOUld make 
every effort to get the profit-sharing up 
around ten percent;' he told the HP man­
agers. "Part of the reason it was down in 
1973 is that in '72 we had many additional 
employees producing who were not yet 
eligible for profit-sharing. In 1973 they 
were put on the profit-sharing plan-a 
tremendous number of them-and this re­
duced the amount per person. We're do­
ing better now:' 

Ed van Bronkhorst, vice 
president-Finance, reported 
on financial targets and 
forecasts for the balance 
of 1974, 

"we should 'm,ake every effort 
to get profit sharing up. " 



Meeting our obiectives •.. 

John Doyle, director of Corporate De­
velopment, presented projections of the 
company's growth and progress over the 
next few years. During his presentation, 
an interjection by Dave Packard sum­
marized the importance of this type of 
planning. "In the next four years;' Pack­
ard said, "HP will have to do as much in 
terms of products, plants and people as 
it has in the past thirty years. That's the 
challenge we face~' 

The meaning of that statement was 
brought out rather dramatically in Doyle's 
forecasts. He emphasized the necessity of 
long-range planning in the slow-respond­
ing areas of business, such as product 
strategies, site acquisition and building 
construction, management development 
and changes in the company's organiza­
tional structure. 

Among the trends that Doyle forecast 
was a high level of capital expenditures­
due in large part to the new facilities that 
wilJ be needed. If profits continue to rise 
as they have, and receivables and inven­
tories are better managed than before, we 
will be able to stay on a pay-as-we-go basis 
and cash shortages will not be a problem. 
Employment will probably increase more 
slowly and productivity will increase, ac­
cording to Doyle. 

Doyle also discussed asset manage­
ment and its relationship to profit and 
growth-emphasizing the importance of 
keeping inventories and receivables under 
control if HP is to achieve its objectives. 

Jobn Young 

Electronic Products: 

A very strong start•.. 

In addressing the HP managers, I.
Young, vice president and general man­
ager of EPG, reviewed the medium term 
outlook for all the Group's product areas. 
He reported that these forecasts from the 
division managers involved indicated good 
growth rates in orders for instruments and 
measuring systems, and even faster growth 
in components and civil engineering prod­
ucts. 

"I feel our overall program is much 
improved;' Young summarized. "We've 
had some fundamental problems in cer­
tain key product areas where a lot of hard 
work is beginning to payoff in improved 
margins. We also have some excellent op­
portunities to extend Our business based 
on new measuring contributions~' 

Young also commented on the cash­
flow analyses that was a part of this year's 
planning task. He felt the Group learned 
a great deal about difficulties of defining 
and collecting data on our assets on a 
worldwide basis. These tools will be use­
ful to management when perfected, but a 
number of areas remain to be worked out 
over the course of next year. • 

In commenting on product trends, 
saw a need to develop more complete 50­



lutions to customer measuring problems, 
ticUlarlY by in! gl'i ti complualion 
h instrument u~IM l cv¢lop• 

new products for lhe p dJy win ;figi­
tal markets. In talking about competition, 
he went on to say: "We are seeing a 
strengthening and gathering together of 
our competitors and the entry of new firms 
of a different caliber on an international 
basis. Their aggressive managements and 
perceptive strategies will cause us to do 
some careful thinking:' 

In discussing some of the other prob­
lems he has observed in field and factory 
coordination, Young conduded, "I doo't 
see any problems we can't solve. I feel con· 
fident that, all working together, we can 
move this company ahead to be the finest 
technology company in the country:' 

Bill Terry 

Data Products: 
Growing a better HP••• 

"One principal asset of the HP man­
agement group:' said Bill Terry, vice presi­
dent and general manager of Data Prod­

"1 don't think we should be 
afraid of growth; growth presents 

us with opportunities." 

things go wrong, I don't think we should 
ever lose that spirit, because it is going to 
be a great help in attaining the many posi­
tive things that are ahead of us. 

"Over the next three years we are go­
ing to have to hire, develop and train sev­
eral thousand more managers-and since 
we're projecting to improve our overall 
performance, these managers will be bet­
ter trained and better performers than the 
average for this group! 

"In doing this I don't think we should 
be afraid of growth. Growth presents us 
with opportunities, and if we do the job 
right beside just growing a bigger HP, we 
can make it an even better HP:' 

Terry outlined some of the factors 
that will provide the opportunities: 

"Applications of small computing ma­
chines in business, science and commerce 
are growing rapidly. The market here to­
day is well in excess of one billion dollars 
a year among all companies. Data Systems 
has made substantial investments in R&D 
aimed at this market, and we expect to see 
some of the results of that investment dur­
ing the coming year. 

"For example, you only have to look 
at the many applications within Hewlett­
Packard, such as the COMSYS communi­
cation system, with its several millions of 
dollars worth of hardware and software 
products, to get some idea of the potential 
for application of our computer products 
in other companies:' 

Along with the new 21 MX computer 

series, Terry disclosed that Data Systems 
will introduce several other key contribu­
tions in the computer line next year. 

He said that growth on a geographical 
basis will be preUy well balanced. "We 
think there are still great opportunities 
internationally, especially among our tra­
ditional customers:' 

Desktop calculators will also have some 
exciting new product additions. "More and 
more;' said Terry, "we are moving into the 
application of these calculators as small 
systems:' The traditional definitions of a 
"computer" and a "calculator" are becom­
ing obsolete, and while this presents a sub­
stantial future management challenge, it is 
also one of HP's greatest strengths. 

Discussing HP's pocket calculators, 
Terry indicated that "one big element in 
the growth of our orders is and will be 
the broadening of our distribution chan­
nels, specifically through our dealer pro­
gram. By the end of this year we will have 
a very large network of bookstores and 
department stores around the world:' 

Crucial to the entire projection for HP 
Data PrOducts, said Terry, are the "combi­
nation of very, very good products and 
having enough people, especially technical 
contributors and managers, to meet these 
challenges. The market opportunity is 
there, and the application of our digital 
technologies to the solution of people's 
problems represents a chance to do some 
real good:' 

s Group, "is the spirit of constructive 
ticism, plus a willjngnes~ to listen to• 

criticism and to be self-critical, when 
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Medical: Some
 
important assumptions ...
 

In looking at the future of HP's medi­
cal products, Dean Morton, vice president 
and general manager, Medical Products 
Group, said the projections assume that: 
• The economic environment for health 

care as it affects our opportunities won't 
be significantly altered over the next few 
years. 
• Our kind of technology will continue 

to be an important part of the solution on 
the world's health delivery and quality of 
care problems; and 
• The regulatory environment won't 

detrimentally change the fundamentals of 
competition as we know it today and that 
while we will see increased bureaucratic 
procedures related to the production and 
marketing of medical devices we won't 
have the kind of rigid controls that di­
minish the rewards for innovation. 

In summary, the projections show sub­
stantial growth for our medical products 
though not at the same high rate as over 
the past four years. 

Our requirements for people and space 
show a related increase and will require a 
lot of management attention. 

As regards our various product lines, 
patient monitoring will continue to be the 
most important in size, but newer lines 
such as perinatal, X-ray and respiratory 
will grow at a faster rate. 

Areas such as cardiography and cardio­
vascular instrumentation will also increase 
significantly as planned new products and 
the computer systems that are part of 
these product lines gain acceptance by the 
medical community. 

In R&D we will continue a high level 
of investment in our present fields of in­
terest, with increased emphasis on new 
ways of applying HP technology to the 
practice of medicine. Within the applica­
tion areas in which we are currently in­
volved there are still great opportunities 
for us, and our projections assume no 
significant diversification efforts over the 
period of this plan. 

Our challenge is to continue to im­
prove our overall financial performance. 
In addition to superior products, this 
means increased productivity of our peo­
ple and capital resources, field and fac­
tory. This is a particular challenge because 
of the breadth of our product lines and 
the segmentation of the medical market. 
Nevertheless we're confident we can solve 
any operational and organizational prob­
lems that arise and believe that the medi­
cal electronics industry offers unusual 
opportunities for HP and its people for 
profitable growth and progress. 

"we are now s 
strengthe'n 

together of ou 

Jerry Carlson, Corporate 
Accounting manager, 
described the various 

changes that will be made 
in accounting and 

reporting by 1975. Most 
noteworthy will be the 

introduction of cash flow 
reporting by product type 

and facility. Procedures 
for this will be 

distributed-soon. In 
essence, cash-flow 

reporting will give a better 
picture of the volume of 
cash being generated by 

the various product types 
and facilities-another 

very useful management 
tool, particularly in light 

of the first Corporate 
Objective's new emphasis 

on financin. 
owngr 
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°ng a great deal of 
and gathering 

°t " '. ors... 

Analytical:
 
Getting the iob done••.
 

Emery Rogers, general manager of the 
Analytical Products Group, reported that 
Avondale analytical instrumentation still 
represents the largest portion of the 
group's sales, and will continue to for 
some time. However, he also reported en­
couraging developments in other product 
areas. 

The future of ESCA (Electron Spec­
troscopy for Chemical Analysis) produced 
at Scientific Instruments Division in Palo 
Alto, Rogers said, lies in finding new ma­
jor applications. The techniques are being 
applied to many specialized production 
problems within HP that involve the study 
of surfaces, He feels that ESCA could 
prove to be a significant part of the ana­
lytical business if similar applications be­
come widespread beyond HP. 

The acquisition of Hupe & Busch has 
placed HP in a very good position in 
the liquid chromatography field, accord­
ing to Rogers. At the recent trade show in 
Cleveland, he said, there seemed to be a 
competitive "scramble" among other man­
ufacturers to get into LC. "The transient 
state of our entry into the LC business is 
over now, and we can really settle down 
and get the job done;' he told his audience. 

..
 

The Cleveland show was also signifi­
cant for another reason-HP's introduc­
tion of new keyboard-type products in and 
for the group's basic line of gas chromato­
graphs, giving these instruments a data 
processing capability, In addition, the 
Avondale Division has now standardized 
its production of chromatograph data sys­
tems; which has greatly added to their 
profitability. Rogers was enthusiastic about 
the growing market on the data processing 
side of the analytical business. 

"we are putting a considerable 
investment behind some of 

our 'newer medical products lines. • •" 



Learning to 

collect money••• 

When customers take longer and longer 
to pay their bills it's called an "accounts 
receivable" problem-and it soon adds up 
to a lot of money. The question is-how 
can HP accelerate coJIection of receivables 
without hurting sales? 

Phil Scalzo, general manager of the 
Neely Western Sales Region, noted that 
the average number of days for "accounts 
receivable" rose sharply between 1970 and 
1973, and has dropped ba9k somewhat 
this year. 

"One reason for the downturn;' he said, 
"is the improved data we are receiving 
from corporate via the Heart system. This 
has enabled us to attack the problem in a 
number of ways. 

"Our people have been asked to look 
at all accounts outstanding over 45 days. 
We have developed a staff of full time col­
lectors whose job it is to phone such cus­
tomers and ask for payment. In fact, the 
whole sales force is involved~' 

About half the problems they wrestle 
with arise from HP's own actions in the 
factory and the field. Factors here include 
billing errors, partial shipments and non­
conforming procedures of various kinds. 
The other half results from the sheer re­
luctance of some customers to pay today 
if they can put it off. 

"Some customers need very little in­
centive to hold back. Any error or incom­
pleteness on our part is an excuse not to 
pay:' 

According to Scalzo, the U.S. regions 
have found the government to be probably 

Phil Scalzo 

the best paying big customer-if the HP 
paperwork is correct. He noted that HP 
also has a number of good customers who 
caJI if they have not received an invoice 
within about two weeks after a shipment. 

Scalzo recalled that his son, while en­
route to the beach, wondered what was 
keeping dad at home. Told about the re­
ceivables problem, he asked: "How much 
money do customers owe the company?" 
"$XXX million:' his father replied. "And 
how much of that are you responsible 
forT' "$XX million;' Phil answered. "Dad:' 
suggested young Scalzo, "you'd better get 
ho!:' 

"We are learning awfully fast how 
to collect money;' Phil indicated, "even 
though sales and credit collection are often 
thought to be incompatible:' 

"each cost center manager 
must control his inventory; 

almost everyone has an impact on it." 

Alan Bickell, director of Interconti­
nental Operations, said the international 
picture on receivables was quite different 
from the United States. 

"By far the biggest part of our prob­
lem is the payment policies of customers;' 
he said. "National attitudes and character­
istics are at work here, with considerable 
variation from country to country. In turn, 
in the Intercon countries a few major cus­
tomers represent the biggest percentage of 
receivables overdue beyond 90 days:' 

To attack the problem he said that In­
tercon had developed an action plan that: 
• Set challenging goals for keeping re­

ceivables at or below a certain percentage 
of annualized shipments and reducing the 
percentage of overdue accounts. 
• Dedicated all levels of management to 

achieving established goals. 
• Improved the visibility of the total 

problem by breaking it down into c. 
gories and cases that people can un 
stand, country by country. 
• Brought clerical staffs and systems re­

sources up to necessary strength. 
• Attacked in a systematic way each 

cause of overdue payment on a case-by­
case basis, focusing on the high payoff 
areas. Namely, clearing up HP internal 
problems and 90-day overdue accounts. 

Alan Bickell 
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Burt Dole 

Inventories: 

Everyone's iob ••• 

Inventories-all of the in-process rna­
A als , parts, components and undelivered 
~shed instruments-have risen sharply 

in the past two years both in volume and 
cost of financing. What can be done to 
reduce this burden without reducing pro­
duction efficiencies? 

Burt Dole, general manager of the An­
dover medical operations, said that: 

"Even though 80 percent of our ship­
ments are systems rather than unit instru­
ments, our historical data tells us that we 
can keep our inventory levels at the cor­
porate average, though large single orders 
can cause it to fluctuate above and below. 

"In order to control inventory, we be­
lieve that a division should employ a com­
puterized net requirements planner and 
a computerized run-book reallocation 
scheme. These control devices should be 
designed and implemented by the people 
in the manufacturing department who will 
be using them. 

"The very great interdependence of 
instrument production-line schedules in 
the systems environment means that we 
should strive to hold our Gantt charts 

d once we have established them. This 

• ans having a large enough total back­
log so that five to six weeks of instrument 

"some customers need 
very little incentive to hold back; 

any error or incompleteness on our part 
is an excuse not to pay." 

production can be of the 'make-to-order' 
nature. 

"Lastly, intra-corporate OEM purchase 
should be controlled especially carefully, 
since most items have high dollar value. 
The supplying division must be worked 
with closely so that a desire to hold down 
OEM inventory in the receiving plant 
doesn't cause confusion and inventory 
buildup where the instruments are pro­
duced:' 

Ed Shideler 

Ed Shideler, Loveland facility man­
ager, described a situation quite different 
from that of a systems-oriented organiza­
tion: a multi-division organization with 
common central facilities, complicated by 
the fact that three of the divisions are in 
Electronic Products Group and one is in 
Data Products. 

"At one point when we first approached 
the inventory problem;' said Ed, "it seemed 
natural that we ask the Inventory Control 
people to control the inventories. We 

learned quickly that they have only a 
limited role in actually influencing inven­
tory levels. Since then we have gone to 
considerable lengths to analyze how long 
things remain in the production process, 
and to give detailed visibility to inven­
tories. Each cost center manager must con­
trol his inventory. Almost everyone has 
an impact on if' 

John Blokker 

John Blokker, New Jersey Division 
manager, outlined the three steps he dis­
covered that were "absolutely essential in 
gaining control of inventories by a small 
but almost entirely self-supporting divi­
sion": 
• Designed a materials planning system, 

one quite different from the standard or­
dering system. 

• Gave responsibility for inventories to 
departments by establishing them as cost 
centers. 
• Set guidelines so that people can work 

on a day-to-day basis in meeting their in­
ventoryobjectives. 

"Delivery of finished products has im­
proved;' he added, "because we are now 
getting our parts on time, rather than too 
soon or too late as used to happen:' 
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Bruce Wholey, vice president-Manufacturing, summarized the role 
oj his corporate group this way: "HP's strength to a large degree 
lies in the divisions. Our job is to make HP more than a simple 
addition of all divisions by providing some services and coordination 
necessary to all. For the divisions to transfer products and shift 
workloads efficiently there has to be a degree of commonolity, 
which we help establish~' The corporate group, he said, has been 
eDective in helping divisions extend their internationol activities. 
Other areas 01 involvement: environmental control and safety 
activities, setting design standards, design and construction 
of facilities, overall capacity planning, coordination of capital 
equipment expenditures and other purchasing operations. 

Marketing: 
Time for 

thoughtful study••• 

Is the present structure of HP's mar­
keting organization up to the challenge of 
$2-billion a year order level? 

Bob Boniface, vice president-Market­
ing, took an analytical look at that big 
question. 

He recalled thinking at the time the 
1970 marketing reorganization was being 
considered that "we should design a struc­
ture that should last a reasonable period 
of time, have flexibility for future change, 
not require a total reorganization, and 
carry the company toward the $l-billion 
mark, which we are now approaching~' 

Objectives were established to that end, 
seven major channels of distribution were 
designated, and market charters were d~~ 
fined for the individual product divisions. 

That reorganization has served the 
company very well, said Boniface. Under 
this new structure our business has more 
than doubled, and by next year will have 
tripled. Sale· protlu Uvll' in all diSCiPIi. 
has impro " d" llHi llU~ sales mana , 
ment capability was broadened tenfold, 
and today there is a higher degree of pro­
fessionalism with greatly improved com­
munications between the divisions and 
field sales. 

On the other hand, the original market 
charters have become less well defined, 
due to a number of internal and external 
factors. 
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"Looking at our situation realistically:' 

eniface said, "we need to explore ap­
oaches that will enable us to capitalize 

more completely on our full product capa­
bility, and that will bridge the traditional 
distinction between our measurement and 
computational capabilities. 

"We also need to ask ourselves whether 
the sales regions will become too large and 
complex, or whether there are some other 
more sophisticated approaches to serving 
our customers. 

"Finally, is there a need to reassess our 
basic marketing objectives and test these 
for consistency with the revised corporate 
objectives? At this point I'd like to empha­
size that I do not think there is any crisis 
at hand for HP. But now is the time for 
thoughtful study so we can be in the po­
sition we want to be in and not arrive 
there by default. 

"The solution is much more involved 
than just combining two of our sales 
forces. Simply stated, we need to optimize 
our total advantages with the breadth 
of our product line and other corporate 
resources. 

"We need to provide even stronger 
anagement and motivation for the field 
es and service organization of over 

,000 people who now represent 21 per­
cent of the HP population. 

"Which brings me back to where we 
started in 1970: we need a structure which 
will again allow us to double in size and 
to reach the other objectives we have set:' 

Chief engineer Eb 
Rechtin outlined some of 

the rationale behind his 
activities since coming to 
HP last year, His efforts 

have been directed at 
helping develop 

engineering strategies in 
several areas: HP's place 

in the telecommunications 
industry, strengthening 

our capabililies in 
integrated circuits, 

improving our product 
assurance through 

engineering design, and 
increasing our 

company-wide software 
compatibility. 

"... are there some other,
 
more sophisticated approaches 

to serv,ing ou·r custo'mers?" 



Getting down to cases ... 

Six workshops prmidcd the HP managers \\ith an afternoon
 
of lively dl~cmsions focusing on marketing. manufacturing. personnel.
 

general management. finance. <tnd international topics.
 
Among their major observatton:-.. , .
 

Marketing participants saw a period of some change ahead 
for HP's marketing structure, particularly at the factory end. 
In developing their strategies, HP marketers should "always 
shoot for a long-term, mutually profitable relationship with 
customers:' 

Manufacturing men talked about inventories: products in 
the shipping "pipeline" have to be considered in estimating 
a division's rate of turnover of inventories; with the "crunch" 
on materials eased, now is the time to review relations with 
vendors. 

Personnel workshoppers concluded that development of 
managers and the role of women were key areas for atten­
tion. In the former, discussion centered on "who needs the 
training, what kind, and should it be given by insiders or out­
siders?" Concerning women, it was felt that HP has done 
well in the area of equal pay, but has a real need to recruit 
and encourage women for professional and management 
roles. 

General management people centered on the theme of how 
to achieve a balance in managing a division. Once again, 
this raised the subject of management training. About long­
range planning, they fell that the planning process sometimes 
seems to substitute for or precede basic direction setting, 
whereas the opposite should be the case. 

Finance workshop people dug into the question of targeting: 
it continues to serve as HP's primary mechanism for goal 
setting and achieving, and permits our decentralized man­
agement and growth. It should not be a rigid script. But, 
should it be done once or twice a year? 

International participants reviewed such problems as select­
ing the best international people for U.S. training, recruiting 
for multi-national roles, the "cultural shock" of too long or 
too many overseas assignments, international R&D benefits, 
and-how do you pass along the "HP way" to 2,000 new 
people in Asia? 
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Affirmative Action: 
.here do we go 

from here? 

What kind of effort is Hewlett-Pack­
ard making in the area of equal oppor­
tunity employment and affirmative action? 

And how will the company be.affected 
by the demands and the legislation on be­
half of the "new" minorities? 

Ray Wilbur, vice president-Personnel, 
took a detailed look at these important 
areas of social responsibility, particularly 
those that are, or are expected to become, 
requirements of U.S. law. 

"Certainly as a company;' he said, "we 
are improving our position in both hiring 
and internal development of minority 
people. Our employment of non-white 
people in the U.S. rose from 1,250-10 
percent of U. S. employment-in 1969, to 
3,132-or 16 percent-in 1974. 

"However, government inspections of 
these programs are becoming more and 
more thorough and tough. The pressures 
for higher corporate goals, more recruiting 

"'inorities and women, and especially 
~ore internal development of minority 
people and women are evident in each re­
view by a government agency. 

"Another group soon to be legislatively 
recognized even more directly are the 
physically handicapped. Under a new law 
we will soon have regulations protecting 
the physically handicapped and requiring 
affirmative action plans for their recruit­
ment and development. This will be a 
tough one to work with, especially identi­
fying who is officially handicapped. 

"As it is now, we have special laws and 
executive orders to hire, train and develop 
withollt discrimination women, minorities, 
Vietnam veterans, people by national ori­
gin, people of various religions. physically 
handicapped, and older people. 

"What are some of the things we can 
do to help in this situation? 

"We should increase our internal up­
grading efforts. 

"At the same time we should improve 
and follow through on recruiting efforts 
for professional women and minority 
people. This includes greater use of co­

erative programs with colleges, faculty 
change, and high school visits. 
'In our recruiting we should now con­

centrate more on 'growing our own' by 

Ray Wilbur 

"if we want to avoid challenges 
to our basic way of doing things, 

we must keep our house in order." 

bringing in recent college graduates rather 
than acquiring experienced people. 

"While undertaking these recruiting 
efforts we should be careful to match 
people's education and qualifications to 
their jobs. All openings should be publi­
cized, and equal consideration assured to 
both men and women candidates. 

"Follow through is very important: 
give more attention to career guidance. 
Managers should check pay reviews to as­
sure that men and women are treated 
equally in pay for similar performance. 
Identify the growth potential of individ­
uals and provide them with the oppor­
tunities to develop. And be sure to give 
attention to people in the basic production 
areas, to increase their opportunities to 
move up or into other areas. 

"Why all this interest in pOSItlve ac­
tion in these areas? Basically, these are 
the right and fair things to do as well as 
legally required. We also want to avoid 
challenges to our basic way of doing 
things, so we must keep our house in order. 

"In one instance we were asked to 
change our long-standing policy of selec­
tion of new hires by the supervisor, and to 
control hiring and terminations through 
the employment office as a means of in­
suring equal treatment. Real affirmative 
action requires leadership and action. We 
have provided an Equal Opportunity 
Workshop to help managers and super­
visors recognize possible prejudices and 
to help them in making decisions in this 
area of their responsibilities~' i 
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