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I think we made a mistake by separating our "investments" from
our Product Development budget. We have maintained, in fact,
have grown our investment in new product development, but at the
same time, have added enormous investments in external product
development, which we simply call "investments". These both aim
in the same direction, in fact, people have a tendency to think
that they will spend their product development budget money
searching and brokering other companies who have developed
products. There is even a tendency to think that we cannot
develop products, we can spend the money, but we will use that
money to broker other peoples’ product development.

I think it is clear we should look at both investments and
product development as one budget and it should be assigned to a
group as their total development cost.

Will you prepare for the Product Committee and then for the Board
of Directors a presentation, showing over the last few years and
proposed for the next two years, the combination of our normal
product development budget, our R&D budget and our "investments"
budget. In order to make this rational, we probably should say
we will assume we consider capital and cash the same.

This means that every group should then be held responsible for
the return on their product development budget and be responsible
for the investments they or their predecessors have made
commitments to.

It might be wise if we, starting now, ask each group to report



at the end of every year, and when we get to the end of every
half year, the results for the total new product development
budgets they have invested in the last two or three years, and,
in particular, the last six and 12 months. I think people have
to realize they are expected to have results for their
investments and one way to remind people of that is to have them
report on the results of these investments.

Itemizing investments in terms of cash causes some confusion, it
causes even more confusion not to count capital as part of the
investment. This has caused us no end of confusion in the
products we set out to develop in the last one or two years,
where the capital and inventory investments have been enormous.
There have been many products developed and people feel no
obligation to count these as investments.

KHO:1p

KO:7447
(DICTATED ON 7/10/92, BUT NOT READ)

Distribution:

TO: Dick Fishburn

—~

FISHBURN.DICK )

CC: Lyn Benton QCORE

CC: BRUCE J RYAN @CORE
CC: Charles Christ @ CORE
CC: Remote Addressee

CC: Sam Fuller

CC: Russ Gullotti @ CORE
CC: Bill Johnson

CC: Bill Koteff @ CORE
CC: Frank McCabe

CC: BOB PALMER

CC: DICK POULSEN

CC: Jack Smith

CC: David Stone @ CORE
CC: Don Zereski

CC: Win Hindle

CC: Martin Hoffmann QRCORE
CC: Ken Olsen

CC: John Sims

CC: Jack Smith

CC: Bill Johnson

CC: BILL STEUL

CC: Terry Fink

BENTON.LYN )
RYAN.BRUCE J )
CHRIST.CHARLES )
PIER CARLO FALOTTI @QGEO )
FULLER.SAM )
GULLOTTI.RUSS )
JOHNSON.BILL )
KOTEFF .WILLIAM )
MCCABE .FRANK )
PALMER.BOB )
POULSEN.DICK )
SMITH.JACK )
STONE.DAVID )
ZERESKI .DONALD )
HINDLE.WIN )
HOFFMANN .MARTIN )
OLSEN.KEN )
SIMS.JOHN )
SMITH.JACK )
JOHNSON.BILL )
STEUL.BILL )
FINK.TERRY )

P e R e e R e R e R e e R e e et T e e Toam Yoam



