Thetest
of tme

The HP way has survived
and thrived through 50
years of constant change
and challenge...




half-century from now, circa 2039 AD, the
beliefs and practices that make up what
is known as “the HP way” may be in wide and even
universal use. Imagine: profit sharing, flexible hours
and management-by-objective in the Ukraine!

Such innovations and adaptations in people-
oriented practices and values have brought a special
kind of loyalty to Hewlett-Packard, plus a good degree
of recognition. In fact, HP is probably known as
much for its management philosophy and style as
for technology.

Meanwhile, the evolution and testing of that way or
philosophy of doing business continues. Here, at the
start of the company’s next half-century, we look back
briefly at the circumstances and challenges that made
it what it is today.

What is the HP way?

Bill Hewlett once put it this way: “I
feel that in general terms it is poli-
cies and actions that flow from the
belief that men and women want to
do a good job, a creative job, and that
if they are provided the proper envi-
ronment they will do so. But that’s
only part of it. Closely coupled with
this is the HP tradition of treating
each individual with consideration
and respect, and recognizing indi-
vidual achievements.”

Later interpretations emphasize
the inner core of shared values:
trust, achievement and contribu-
tion, total integrity, teamwork in
achieving common objectives, flexi-
bility and innovation in responding
to challenges.

Those are the durable concepts
directly reflected in the company’s
corporate objectives and from which
have flowed a variety of visible, but
not necessarily permanent, prac-
tices. The essence of those values, in
fact, is in their ability to accommo-
date change—change driven by the
needs of customers, by technology,
by competition and participation in
global markets — in creative and
useful new ways while preserving
the spirit and intent of the
organization.

On the cover

Dave Packard and Bill Hewlett
take a 50-year look back at
one of the first documents of
company history—a ledger
book listing cash payments
from 1938-41—priorto a 50-
year awards luncheon in
Palo Alto. A page from the
ledger (left) shows that

Bili and Dave paid
themselves modest monthly
salaries during Yhe company’s
early days.




Making
arunforit...

The audio oscillator, the product that
started it all, made movie magic for
Mickey, foo.

Following graduation as electrical
engineers from Stanford University
in 1934, Dave Packard and Bill
Hewlett went on a two-week camp-
ing and fishing trip in the Colorado
mountains. They discovered strong
similarities in their attitudes
toward most things and became
close friends.

Earlier, professor and mentor Fred
Terman arranged a class visit to TV
pioneer Philo Farnsworth’s lab in
San Francisco. As aresult of that
and other such visits, Dave and
Bill decided that “maybe we'd try
and make a run for it ourselves”
sometime.

Before that happened. Dave took a
job (scarce in those times) with Gen-
eral Electric, while Bill continued
graduate studies both at Stanford
and MIT., after which he undertook
free-lance research and development
work at Stanford. With encourage-
ment from Terman, Bill developed
an audio oscillator — an important
source of high-quality audio (sound)
frequencies—that was simpler and
more versatile than others on the
market. Terman then arranged for
Dave to take a leave of absence from
GE. He never went back.

Dave and Bill tossed a coin to
decide the name of their new busi-
ness partnership. It came up
“Hewlett-Packard.” The partnership
became official on January 1, 1939,
and began business with $538 in
working capital. From a rented
garage at 367 Addison Avenue in
Palo Alto, California, they offered
one product. Known as the 200A
audio oscillator, it gave much higher
performance than competing
instruments in measuring the
frequency of sound and—priced at
only $55—it cost much less.

In this way, “value” became an
early objective. Footnote: the part-
ners chose the model number *200"
so that customers wouldn’t think
they were buying from upstarts.

HP ARCHIVES

Dave was a tough, determined
competitor as far back as his football-
playing days at Stanford University.
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The 40s

The young partnership got off toa
very good start. Having heard favora-
ble comments about the audio oscil-
lator, the chief sound engineer for
Walt Disney Studios purchased
eight of the second model—the
200B. All were first used in the pro-
duction of the stereophonic sound
presentation of Fantasia, a hugely
successful animated movie.

That order helped to firm up the
young company's finances and its
sense of direction. Henceforth, it
would concentrate on developing
high-quality, innovative electronic
instruments that could be produced
in quantity for broad application by
engineers and scientists. This early
sense of direction — of new products
as a driving force—became the
young company'’s formula for suc-
cess and survival, and persists today.

In pursuit of their goal, the part-
ners kept their little lab busy. Dur-
ing 1939, Bill and Dave developed
and marketed several other new
products—such as the wave analyzer
—that won excellent acceptance
among engineers and technicians in
utility companies. These successful

You could buy a fhree-bedroom
house in Palo Alto for $12,500
in 1948, the same year HP

HP ARCHIVES

Bill served in the U.S. Army during World
War I while Dave ran the young company.
Years later, Bill directed HP while Dave
was U.S. Depuly Secretary of Defense.

ventures encouraged them to seek
broader markets. That first year they
signed Crossley Associates to sell
their products for them in the Mid-
west U.S. and Neely Enterprises in
the West.

Then they ran out of garage space
and rented part of a small building.
The year ended with a small band of
employees producing a half-dozen
different instruments. Wives Lu
Packard and Flora Hewlett played
important administrative roles.

A friendly dog kept them company.

With Pearl Harbor and direct U.S.
involvement in World War II, the
trickle of government orders turned
into a stream and then a flood. By
1942, 60 people were in the HP fold.
New products were added, and HP
built the first of its own buildings,

a 10,000-square-foot office, labor-
atory and factory at 395 Page Mill
Road. By 1943, production was in
high gear. Nearly 100 people worked
two shifts a day. Sales for the year hit
close to 81 million.

Over the same period, the foun-
ders made key decisions that con-
tinue to influence the relationships
of the company and HP people. For
the most part, those decisions arose
from a deliberate effort—as Dave
Packard once described it—"to get
out and learn as much as we could
about management — how to
produce good results through
teamwork.”

o For the sake of employment stabil-
ity, Bill and Dave decided not to take




The 50Os

Setting
objeclives...

Annual revenue topped
$50 million in the '50s at about the

same time limber kids— and parents—

adopted the huia hoop as the latest fad.

Hewlett-Packard was clearly on the
path of big and bigger things in
1949. The "new” technology of elec-
tronics was evolving rapidly, both in
terms of sophistication and applica-
tions in the marketplace.

HP added to that pace with its
invention in 1951 of the high-speed
frequency counter and the low-
frequency function generator, both
widely used in measuring and test-
ing electronic circuitry. Other land-
mark products followed over the
decade. Major news events included
the first public offering of HP stock
on November 6, 1957, followed the
next year by the company’s first
acquisition (F.L. Moseley Co., an
electronic recorder manufacturer
in Pasadena, California), and the
beginning of European sales, HP's
first overseas venture.

Yet, while obviously immersed in
such matters, the company gave
very careful thought to the internal
effects of growth: the “how” of it was
at least as important as “how much.”
As an example, old timers can recall
that the partners turned down a
generous purchase offer in the
early '50s; they didn’t want to leave
their employees exposed to un-
known motives and decisions of
new employers. The '50s are also
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HP established its first manufactur-
ing plant oulside Palo Altoina
renovated knitting mill in Béblingen,
West Germany, in 1959.

remembered as a time when the HP
management style was identified as
“management-by-objective,” in
which day-to-day work decisions are
made by those closest to the action.
That kind of thinking was at work
when the company decided to write
its operating philosophy in 1957,
Known as the “"Hewlett-Packard
Corporate Objectives,” that firsi
document spelled out an overall
framework for the organization
itsell, followed by seven objectives it
should strive for. The latter outlined
goals in terms of profit, customers,
fields of interest. growth. our people.
management and citizenship. Says
John Young, HP’s president since
1977, “These represented the dis-
tilled wisdom of the first 18 years in
business.” Since then, he added,
“our key objectives have changed lit-
tle. They have stood the test of time.”
The second decade closed on some
very positive notes. HP's sampling
oscilloscope—first of its kind and
forerunner of products still in wide
use—was introduced in 1958.
Europe was on its way to becoming a
major HP market. Plans were in the
works for new manufacturing sites,
and major new product lines, plus
several acquisitions to add to the
company's instrument business.
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Lee De Forest, the tather of modern
electronics and inventor of the three-
element vacuum tube, tries a new HP
waveguide device for Bill Hewlett and
Barney Oliver, long-time head of HP Labs,
during a visit to HP in 1956.
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In 19541, Al Bagley's

| development of HP's new
| 5244 high-speed frequency

counter reduced the time
needed to measure high
frequencies from minutes
fo seconds.

Picnics, beer busts and a friendly, open
style were HP fraditions long before
“corporate culture” became buzzwords.

BETTMANN ARCHIVE

HP offered more than 300 products in
the '50s at a time Howdy Doody, Buffalo
Bob and Zippy the chimp delighted

TV viewers.




The 6Os

Running on
a fast frack

Hewlett-Packard hit the
“big time” in 1961 with its
first listing on the New York
Stock Exchange.

The '60s were indeed a venturesome
time for Hewlett-Packard, a time
that put its objectives through some
major tests.

There was, in particular, the
organizational test. Over the course
of the decade the company restruc-
tured several times, growing from
asingle entity in Palo Alto to more
than a dozen manufacturing divi-
sions organized into four product
groups. These included new sites
in Germany, the United Kingdom
and Japan, as well as Colorado,
California, Massachusetts, New
Jersey and Pennsylvania in the U.S.

The company also took major
steps to develop its own sales repre-
sentation wherever its products
were sold. Anumber of U.S. “rep”
organizations were acquired, and
many new sales subsidiaries (or
Jjoint ventures) were established to
serve growing markets around the
globe. The new HP sales organiza-
tion was structured along regional
and national lines. In time, such
actions created more than a
hundred local sales teams commit-
ted to local customers. Meanwhile,
all of the company's advanced
research and development activities
were brought together under newly
formed HP Laboratories.

Internally, these changes meant
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that all of the new local managers
had to take on many of the roles

and tasks of—among others—the
founders: to be informal and on a
first-name basis with employees, to
take a personal interest in people, to
delegate and persuade, to coach and
reward performance, to set direc-
tion, and to anticipate problems.
And to bring in many new people
who, in spite of quite different back-
grounds, would respond favorably
to that style.

Observers of that period pretty
much agree that the HP manage-
ment style “traveled” well, and that
enthusiasm for it overcame most—
if not all—of the “learning-curve”
problems that arose in the course
of rapid growth.

The decade was studded with not-
able events. Charles de Gaulle, then
president of France, visited the Palo
Alto site in 1960. Also that year and
as a sign of good times, HP split its
stock 3 for 1. In 1961, the New York
Stock Exchange accepted HP stock
for national and international
trading— a sign of reaching the “big
time.” In 1962, Fortune magazine
listed HP among the top 500 U.S.
companies.

In 1967, HP’s Boblingen Division
in West Germany solved a lot of
employees’ scheduling problems by
pioneering the concept of flexible
working hours. Dave Packard took
time out to serve as U.S. Deputy
Secretary of Defense from 1969
through 1971.

HP’s driving force continued to
be new products and new product
lines. These included many new test
and measurement instruments,
electronic components, the first HP
minicomputer and first high-tech
desktop calculator. The acquisition
of Massachusetts-based Sanborn
Company (medical) in 1961, F&M
Scientific of Pennsylvania (chemical
analysis) in 1965, plus other elec-
tronics-based firms brought entirely
new lines and markets into the
HP fold. It was indeed a decade
of diversification.




HP's first joint venture—with Yokogawa
Electric Works in 1963—united Toshio
Muraoka, Bill Hewlet! and Karl Schwarz.
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Y
The purchase of the Massachusetts-based Sanborn Company in

1961 brought new product lines in the medical field such as
today’s fetal heart monitor.

HE ARCHIVES

Hewlet-Packard gained worldwide
recognition in 1964 when two HP 5060A
“atomic clocks” coordinated the national
time standards of various countries to
within a millionth of a second.

Singer Elvis Presley
swiveled onto the
international scene in the

1950s and became a movie heart
throb by 1964 when HP celebrated its
25th anniversary.
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What a way to launch HP’s fourth climate of the early '70s inevitably
o e moon decade! There they were, U.S. astro- raised questions about how HP
nauts Neil Armstrong and Buzz should conduct business: Long-
Aldrin leaping and dancing on the term debt to finance its way? Build
and bGCk. an surface of the moon in July 1969. market share at the expense of
And just above them, in Apollo II, profitability? These were quickly
HP components such as diodes and answered: HP chose to solve its prob-
switches were at work. On Earth, a lems by belt-tightening—better con-
host of HP instruments—including trol of inventories and receivables,
“atomic clocks” (cesium-beam preci- conservative hiring, and accelerated
sion frequency standards)—helped training and development of people
guide and control their journey. in anticipation of an upturn. It also
There were other good signs to continued to introduce innovative
start the decade: Orders poured in: products—such as the HP-35,
employment boomed; sales of com- the world’s first scientific pocket
puters (at 15 percent of total) were calculator, in 1972.
moving up; HP’s stock was split 2- In still another test, the founders
for-1; international orders grew to showed their willingness to delegate
30 percent of total; HP Ltd. in Scot- day-to-day operating management
land won the Queen’'s Award for its of the company. That occurred in
microwave link analyzer. November 1977, when the board of
Just one year later (1970), how- directors named John Young presi-
ever, the U.S. economy and HP's dent (and chief operating officer the
domestic orders fell sharply. In spite following year), supported by three
of record international sales, HP executive vice presidents.
inventories mounted. The response The new team had its hands full.
was a unique, but HP way-compati- The company had passed the S1-
ble, program known as the “nine-day billion sales mark in 1976, and was
fortnight” representing a 10 percent approaching $2 billion at the end of
work-and-pay reduction in most of '78, accompanied by impressive
HP’s U.S. plants and for all manage- surges in earnings and employment.

ment people. The program lasted for
about a year until normal work-force
attrition and some extra unpaid
holidays got HP back in balance.

HP passed other tests. One was
the so-called $300-million test. In
those times, that figure was seen as
alimit or barrier beyond which com-
panies tended to lose their individ-
ual styles and character. HP crossed
that mark in 1969 and—if anything
—the company became stronger in
its determination and efforts to
maintain the HP way as it was
now called.

That determination was soon
tested. The uncertain economic

HP PHOTO

The HP-35 scientific handheld
calculajor made the engineer's
slide rule obsolete with its
infroduction in 1972.
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John Young took the helm as HP president
in 1977 and was named chief executive
officer a year later.

HP components and equipment played
important roles in the U.S. space program
in the '70s after Buzz Aldrin (shown here)
and Nell Armsirong walked on the moon
in July 1969.

New opportunities in business
computing opened up for

HP in 1972 when the company
unveiled the HP 3000
minicomputer.

HP's total station distance- and angle-
measuring instruments made land
surveying fasfer and easier, such as this
scene of an Australian engineering crew
in Kuala Lumpur, Malaysia.
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The 80s

All hands

To keep the company shipshape and
on a profitable course during the
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More than 1,400 people moved info the
new Corporate office building site in
198 1—a 478,000-square-foot facllity in
Palo Alfo.

that gave much higher performance
at lower cost.

Analytical and medical products
also experienced important
changes. A special driving force in
the medical area was the demand for
better diagnostic and monitoring
systems that would improve health
care at lower cost. Analytical tech-
nology was spurred by the rapid
growth of biotechnology ventures
and environmental programs. HP
was a contributor in all of these.

U Globalism: Just about every
industry in which HP has a role as
producer or supplier saw the acceler-
ation of another trend during the
'‘80s—the strong shift to worldwide
response was to work very hard to
lower manufacturing costs, improve
quality and speed up the process of
introducing new products. These
efforts, combined with its solid and
growing presence in Europe and
Asia, helped to strengthen HP's
position as a world leader or major

HE PH

The HP Touchscreen personal computer—
the HP 150—presented a new concept in
hands-on computing when it reached the
market in 1983,

American

track star Carl Lewis

won four Olympic gold medails in the
'84 Summer Games in Los Angeles and
weni on fo star in the "88 Olympics in
Seoul, South Korea.
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Looking ahead, Chairman Dave Packard
noted that “Instruments are the tools of
the (electronics) trade, tools that need to
be better than the work. The thrust will be
toward smarter, smaller, more reliable
and easy-to-use solutions-in-a-box with
multiple standard interfaces.”

As HP approaches the end of the 1980s,
its products and services are used in
indusiry, business, engineering, science,
medicine and education in more than 90
countries around the globe.

When introduced in the mid-1980s,
the Spectrum computer progrom
represented the most comprehensive
R&D effort ever underiaken by HP.

The garage—Bill and Dave's first
workshop—has been designated
California registered historical
landmark No. 976 as the birthplace
of “Silicon Valley.”
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VAT WTEON

‘ ‘ The future is as big as we
have both the will and the
skill to make it. Despite our
fine record, I think we still
have our best years ahead. ’,

John Young
1989
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