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With respect tc the Spertsman-58A and the XS-3 this
tabulation shows a difference in factory cost of $2.59. Because
allocated expenses such as general and administrative expense
and research expense and mark-up are calculated as percentages of
the net selling price, this $2.59 is reflected in differences in
retail price of $5.35 to $5.10 in the different proposals.

The second evaluation presented by N, F. Larsen shows
the project results of introducing the Sportsman-58A or the XS-3
at propesed selling prices using the forecasts recently submitted
by the Sales Depariment. This shows that (in the thirad year) in-
troduction of the Sportsman-58A at $124.95 would increase net
earnings by $116,000 or 347.3% of total capital and total invest=
ment after completion. On the same basis, introducticn of the
XS-3 at $99.50 retail (to match Sears Roebuck's J. C. Higgins):f
would increase net earnings by $60,000, which would be 59.6% ofi:
the Eoggl capital required or 104,9% of the total investmant affer:; il
completion, - ; : Fi

Thus, it would seem that the economias andthe rw’.g;.ir'ig1 i
ments of having an A Grade gun available;by Janhary 1%:1959 Wou *
favor the introduction of the Sporteman-28i:rather thag: the #8-3.,
On the other hand, adoption of the*XS-3 would.pefmit indroduction
of a gun at a lcwer retail price regardléss oﬂgﬂ@g basis chosen
for establishment of profi@&;gnd ;s believediby the Sales
Department to offer an.jiportdnt ‘pidmpetitive advantage; and the
gun_thus offered wowldfie suffigléntly différent from the Sportsman-
SBADL to justifyithe)differenceiinippiss|

g e
‘ .t AS;was gtatgd s theilast meeting, the Ilion Plant should
know by 'Augu@_tf%: tigunsiwfil be in the line in 1959, In apite
ofiithis, ‘Ehe Hiles Department believes the considerations mentioned
ik ':;.;;_.;La.sfg paragraph dre sufficiently important to Justify their
taking :gdditichal time to reconsider their forecast in the light
%empmmﬁ&* presented by N. F. Larsen, and to see the outcome of
He design tests on the ¥S-3 which are to be performed by DED,
A:gswngng that the DED design tests are completed on schedule, the
galga Igepagtment has promised to have a firm recommendation by
September 1.
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