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M r .  W a l t e r  C. Skuce ,  E x e c u t i v e  D i r e c t o r  of G o v e r n m e n t  S e r v i c e s ,  
O w e n s - C o m i n g  F i b e r g l a s  C o r p o r a t i o n ,  was  b o r n  in Ot tawa ,  C a n a d a .  
He r e c e i v e d  his  e d u c a t i o n  at the  Ot tawa  C o l l e g i a t e  I n s t i t u t e  f r o m  wh ich  
he was  g r a d u a t e d  in 1923, and in tha t  y e a r  e n t e r e d  the e m p l o y  of the  
G e n e r a l  E l e c t r i c  C o m p a n y .  In 1924, he e n r o l l e d  in the  G e n e r a l  E l e c t r i c  
B u s i n e s s  T r a i n i n g  c o u r s e  and was  g r a d u a t e d  in 1931. D u r i n g  the  n i n e -  
t e e n  y e a r s  tha t  he was  wi th  the  G e n e r a l  E l e c t r i c  C o m p a n y ,  he w o r k e d  
on m a n u f a c t u r i n g  m e t h o d s  in m a n y  d i v i s i o n s  of the c o m p a n y .  He was  
on the  s t a f f  of the  V ice  P r e s i d e n t  fo r  M a n u f a c t u r i n g  f r o m  1937 to 1942 
as  S u p e r v i s o r  of I n v e n t o r y  C o n t r o l .  In N o v e m b e r  1942, he j o i n e d  the  
War  P r o d u c t i o n  B o a r d  and s e r v e d  fo r  t h r e e  y e a r s  in v a r i o u s  p o s i t i o n s ,  
i n c l u d i n g  tha t  of D i r e c t o r  of the C o n t r o l l e d  M a t e r i a l s  P l a n s  D i v i s i o n  
and  Depu ty  V ice  C h a i r m a n  fo r  O p e r a t i o n s  of WPB.  D u r i n g  1948 he 
s e r v e d  on a p a r t - t i m e  b a s i s  with the  N a t i o n a l  S e c u r i t y  R e s o u r c e s  
B o a r d  in the d e v e l o p m e n t  of  p r o d u c t i o n  and m a t e r i a l s  c o n t r o l s  as  p a r t  
of t e n t a t i v e  p lans  fo r  e m e r g e n c y  m o b i l i z a t i o n .  In 1950 and 1951 he 
s e r v e d  as  A s s i s t a n t  A d m i n i s t r a t o r ,  P r o d u c t i o n  C o n t r o l s ,  Na t iona l :  
P r o d u c t i o n  C o n t r o l s ,  N a t i o n a l  P r o d u c t i o n  A u t h o r i t y .  S ince  1945, M r .  
Skuce  has  b e e n  a s s o c i a t e d  wi th  O w e n s - C o m i n g  F i b e r g l a s  C o r p o r a t i o n  
as  M a n a g e r  of the  T r a n s p o r t a t i o n  P r o d u c t s  D iv i s i on ,  A d m i n i s t r a t o r  
of Sa l e s  R e s e a r c h  and  D e v e l o p m e n t ,  M a n a g e r  of the  R e s i d e n t i a l  
B u i l d i n g  M a t e r i a l s  D i v i s i o n  and is  now E x e c u t i v e  D i r e c t o r  of G o v e r n -  
m e n t  S e r v i c e s .  He is  a m e m b e r  of the  A m e r i c a n  O r d n a n c e  A s s o c i a t i o n ,  
the  N a t i o n a l  S e c u r i t y  I n d u s t r i a l  A s s o c i a t i o n  and the  M o b i l i z a t i o n  P l a n -  
n ing  A d v i s o r y  C o m m i t t e e  of the Off ice  of D e f e n s e  M o b i l i z a t i o n .  He is  
the  a u t h o r  of " C o n t r o l  of I n d u s t r i a l  I n v e n t o r y ,  " text  m a t e r i a l  fo r  E f f e c -  
t ive  F o r e m a n s h i p  1941, C h a p t e r  in Y e a r b o o k ,  N a t i o n a l  A s s o c i a t i o n  
of Cos t  A c c o u n t a n t s ,  1938. 
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M A N A G E M E N T  C O N T R O L S  IN I N D U S T R Y  

30 J a n u a r y  1956 

C A P T A I N  M c C A F F R E E :  G e n t l e m e n :  A s  y o u  a l l  k n o w ,  i n d u s t r y  
h a s  m a n y  t o o l s  o f  m a n a g e m e n t .  A f e w  o f  t h e m  a r e  t h e  c o n t r o l s  o v e r  
q u a l i t y ,  c o s t ,  m a n p o w e r ,  a n d  i n v e n t o r y .  

H o w e v e r ,  f o r  a n  a u d i e n c e  s u c h  a s  t h i s ,  we h a v e  a s k e d  o u r  s p e a k e r  
to  t a l k  o n  t h e  p h i l o s o p h y  w h i c h  u n d e r l i e s  a l l  o f  t h e s e  c o n t r o l s .  We 
b e l i e v e  t h a t ,  a s  e i t h e r  m i l i t a r y  p l a n n e r s  o r  p o t e n t i a l  m i l i t a r y  p l a n n e r s ,  
t h a t  i s  t h e  a p p r o a c h  w h i c h  y o u  w o u l d  m o s t  a p p r e c i a t e .  

Our speaker this morning has been both a military planner and an 
industrial planner, and he is well qualified to speak on the subject of 
Management Controls in Industry. 

M r .  W a l t e r  S k u c e  i s  t h e  E x e c u t i v e  D i r e c t o r  o f  G o v e r n m e n t  S e r v -  
i c e s  o f  t h e  O w e n s - C o r n i n g  F i b e r g l a s  C o r p o r a t i o n .  He  i s  a n  o l d  f r i e n d  
o f  t h e  C o l l e g e  a n d  i s  a l s o ,  I b e l i e v e ,  f r o m  t h e  n u m b e r  o f  v i s i t o r s  w e  
h a v e  f r o m  o t h e r  G o v e r n m e n t  a g e n c i e s ,  w e l l  k n o w n  t h r o u g h o u t  t h e  G o v -  
e r n m e n t  s e r v i c e .  

M r .  S k u c e ,  i t  i s  m y  p l e a s u r e  to  w e l c o m e  y o u  b a c k  to  t h i s  p l a t f o r m  
as  a m e m b e r  o f  o u r  g u e s t  f a c u l t y  a n d  to  i n t r o d u c e  y o u  to  t h i s  y e a r ' s  
c l a s s  a n d  o u r  g u e s t s .  

M r .  W a l t e r  S k u c e .  

M R .  S K U C E :  T h a n k  y o u  v e r y  m u c h ,  C a p t a i n  M c C a f f r e e .  G e n e r a l  
H o l l i s ,  M e m b e r s  o f  t h e  S t a f f ,  M e m b e r s  o f  t h e  I n d u s t r i a l  C o l l e g e  S t u -  
d e n t  G r o u p ,  a n d  G u e s t s :  

It  i s  a r e a l  p l e a s u r e  f o r  m e  to  b e  h e r e  t h i s  m o r n i n g  a n d  to  t a k e  
p a r t  i n  y o u r  t r a i n i n g  p r o g r a m  at  t h e  I n d u s t r i a l  C o l l e g e .  O u r  s u b j e c t  
f o r t o d a y ,  M a n a g e m e n t  C o n t r o l s  in  I n d u s t r y ,  i s  a n  i n t e r e s t i n g  o n e .  
I a m  s u r e  t h a t  we a l l  h a v e  m a n y  q u e s t i o n s  in  m i n d  ( a n d  I h o p e  we  a l s o  
h a v e  s e v e r a l  o f  t h e  a n s w e r s )  t h a t  w i l l  m a k e  t h i s  a g o o d  d i s c u s s i o n  
t o d a y .  

Before getting into the subject, I believe it is well to establish 
what management wants to control and, as Captain McCaffree said, 



we w a n t  to  d i r e c t  o u r  a t t e n t i o n  to  t h e  p h i l o s o p h y  b e h i n d  m a n a g e m e n t  
c o n t r o l s ;  a n d  t h e n  we c a n  r e l a t e  t h a t  p h i l o s o p h y  to  p a r t i c u l a r  e l e m e n t s  
t h a t  n e e d  c o n t r o l .  A f t e r  a l l ,  w h a t e v e r  t y p e  o f  c o n t r o l  i s  n e e d e d ,  i t  
i s  e s t a b l i s h e d  f o r  t h e  p u r p o s e  o f  m e e t i n g  s o m e  o b j e c t i v e .  

P r o p e r l y ,  t h e  f i r s t  c o n s i d e r a t i o n ,  t h e r e f o r e ,  m u s t  b e  to  e s t a b l i s h  
t h e  o b j e c t i v e s  o r  t h e  p l a n s  o f  m a n a g e m e n t  a n d  t h e n  to  d e s c r i b e  b r i e f l y  
t h e  t y p e  o f  c o n t r o l s  n e e d e d  to m e a s u r e  p e r f o r m a n c e ,  s o  t h a t  v a r i a n c e s  
f r o m  t h e  p l a n  t h a t  d e t r a c t  f r o m  r e a c h i n g  t h e  o b j e c t i v e s  m a y  b e  c o r r e c t e d .  

B u s i n e s s  e n t e r p r i s e s  in  t h e  U n i t e d  S t a t e s  a r e  f o u n d e d  o n  t h e  c o n -  
c e p t  t h a t  t h e  b u s i n e s s  v e n t u r e  w i l l  s u p p l y  s e r v i c e s  o r  c o m m o d i t i e s  f o r  
w h i c h  t h e r e  w i l l  b e  a d e m a n d  a n d  f r o m  w h i c h  t h e  e n t e r p r i s e  w i l l  p r o s p e r .  

In  t h e  e a r l y  d a y s  o f  o u r  c o m p a n y  o u r  P r e s i d e n t  e s t a b l i s h e d  a v e r y  
f o r t h r i g h t  p o l i c y .  H e  s a i d :  

" E i t h e r  o u r  m a t e r i a l s  m u s t  do  a job  t h a t  no  o t h e r  m a t e r i a l  
c a n  do e f f e c t i v e l y  . . . o r  f o r  t h e  s a m e  p r i c e  t h e y  m u s t  p e r f o r m  
b e t t e r  t h a n  c o m p e t i t i v e  m a t e r i a l s  . . . o r  a t  a l o w e r  c o s t  t h e y  m u s t  
do  a s  g o o d  a j o b  a s  a l t e r n a t i v e  m a t e r i a l s  . . . o r  t h e i r  u n i q u e  c h a r -  
a c t e r i s t i c s  m u s t  e n a b l e  t h e  m a n u f a c t u r e r  u s i n g  F i b e r g l a s  t o  m a k e  
c o r o l l a r y  s a v i n g s  n o t  p o s s i b l e  w i t h  o t h e r  m a t e r i a l s .  " 

T h a t  i s  a w o r t h y  o b j e c t i v e .  W h e n  t h e r e  i s  t h a t  t y p e  o f  v i s i o n  a n d  
t h a t  t y p e  o f  p h i l o s o p h y ,  t h e n  t h e  w h o l e  o r g a n i z a t i o n  i s  g e a r e d  to  h i g h  
p r i n c i p l e s  in  t h e  d e v e l o p m e n t  o f  a b u s i n e s s .  

W i t h  t h i s  m o t i v a t i n g  o b j e c t i v e ,  t h e  c o m p a n y  h a s  m a d e  p l a n s  i n  
k e e p i n g  w i t h  t h i s  p o l i c y  a n d  i t  h a s  b r o u g h t  a b o u t  c o m p a n y  g r o w t h  o n  
a s t e e p e r  c u r v e  t h a n  h a s  b e e n  r e f l e c t e d  by  t h e  o v e r a l l  g r o w t h  o f  b u s i -  
n e s s  a n d  i n d u s t r y  in  t h e  U n i t e d  S t a t e s .  

A s u c c e s s f u l  b u s i n e s s  e n t e r p r i s e  r e q u i r e s  i m a g i n a t i o n .  I t  a l s o  
r e q u i r e s  c o u r a g e  a n d  g o o d  j u d g m e n t  in  t h e  d e v e l o p m e n t  o f  p l a n s  a n d  
o b j e c t i v e s  t h a t  w i l l  b r i n g  a b o u t  t h e  p r o f i t a b l e  d e v e l o p m e n t  a n d  g r o w t h  
o f  t h e  e n t e r p r i s e .  

B e f o r e  p l a n s  a r e  e s t a b l i s h e d  f r o m  w h i c h  m e a s u r e m e n t  c a n  b e  
m a d e  o f  p e r f o r m a n c e ,  t h e r e  m u s t  be  a c a r e f u l l y  p r e p a r e d  a n a l y s i s  o f  
t h e  m a r k e t  o p p o r t u n i t i e s  f o r  t h e  p r o d u c t s  o r  s e r v i c e s  o f  t h e  e n t e r p r i s e ,  
a s  t h i s  e s t a b l i s h e s  t h e  l e v e l  o f  v o l u m e  a n d  t h e  r e q u i r e m e n t s  o f  p l a n t ,  
f a c i l i t i e s ,  m o n e y ,  a n d  m a n p o w e r  n e c e s s a r y  to  m e e t  t h e  o b j e c t i v e  
v o l u m e  o f  s e r v i c e s  o r  p r o d u c t s .  
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All b u s i n e s s e s  u n d e r  good m a n a g e m e n t  r e c o g n i z e  that  t h e r e  is  no 
s u c h t h i n g  as  " s t a n d i n g  pat .  " If a b u s i n e s s  does  not p r o g r e s s  and grow,  
it does  the  o p p o s i t e .  T h e r e f o r e ,  t h e r e  is  a c o n s i d e r a b l e  p e n a l t y  fo r  
l a c k  of c o u r a g e  and f o r e s i g h t .  

It i s  a l so  i m p o r t a n t  to r e c o g n i z e  that  a s u c c e s s f u l  i n d u s t r i a l  e n t e r -  
p r i s e  is d e p e n d e n t  on f ive  b ig  M ' s :  Money,  Men,  M a t e r i a l s ,  M a c h i n e r y ,  
and M a n a g e m e n t .  If any of t h e s e  i m p o r t a n t  i n g r e d i e n t s  is  l a ck ing ,  the  
b u s i n e s s  is  in t r o u b l e  and wi l l  undoubted ly  fai l  to p r o g r e s s  wi thout  
e a r l y  c o r r e c t i v e  m e a s u r e s .  

The  U n i t e d  S ta tes  has  b e e n  c a l l e d  the A r s e n a l  of  D e m o c r a c y .  
C e r t a i n l y ,  the  con t inua l  s t r i v i n g  in open  c o m p e t i t i o n  to a c h i e v e  c o n t i n -  
ua l ly  h i g h e r  o b j e c t i v e s  p a y s  r e w a r d s  to good m a n a g e m e n t  and e f fo r t .  
Such e n t e r p r i s e  has  b e e n  p r i m a r i l y  r e s p o n s i b l e  fo r  ou r  c o u n t r y ' s  
i n d u s t r i a l  m i g h t  and for  our  p o s i t i o n  of w o r l d  l e a d e r s h i p  today .  It has  
d e m o n s t r a t e d  what  f r e e  men ,  w o r k i n g  in a s y s t e m  of f r e e  e n t e r p r i s e ,  
can  a c c o m p l i s h .  

It i s  on ly  p r o p e r  that  we a r e  r e m i n d e d  that  at  the  c l o s e  of W o r l d  
War  II s o m e  p e o p l e  a d v o c a t e d  the r e t e n t i o n  of w a r t i m e  c o n t r o l s .  T h e y  
a l so  p r e d i c t e d  tha t  i t  would be n e c e s s a r y  to u n d e r t a k e  l a r g e  p u b l i c -  
w o r k s  p r o g r a m s  in  o r d e r  to " c r u t c h "  the  f r e e - e n t e r p r i s e  s y s t e m  wh ich  
had p r o v e d  s u c h  a boon  to th is  c o u n t r y .  F o r t u n a t e l y ,  n e i t h e r  was  done .  
T h o s e  peop l e  had  not fu l ly  e x a m i n e d  the  p e n t - u p  d e m a n d s  and  the  p u r -  
c h a s i n g  p o w e r  Of our  N a t i o n .  F u r t h e r m o r e ,  t hey  shou ld  have  known tha t  
c e n t r a l i z e d  p r o d u c t i o n  and c o n s t r u c t i o n  c o n t r o l s  w e r e  not  n e e d e d  wi th  
the  s h a r p  r e d u c t i o n  in  m i l i t a r y  d e m a n d s .  I n d u s t r y ' s  e x a m i n a t i o n  of 
p e o p l e ' s  n e e d s  and i t s  e f fo r t  to fu l f i l l  t h e m  has  r e s u l t e d  in l e v e l s  of 
e m p l o y m e n t  f a r  beyond  what w e r e  p r o j e c t e d  by m a n y  p e o p l e  at the  c l o s e  
of W o r l d  War  II. 

On p r e v i o u s  o c c a s i o n s  I have  had the  o p p o r t u n i t y  to t a lk  wi th  you 
about  G o v e r n m e n t  a g e n c i e s ,  with which  I h a v e  had c o n s i d e r a b l e  e x p e -  
r i e n c e .  I know when  the  G o v e r n m e n t  shou ld  e s t a b l i s h  c o n t r o l s  o v e r  
p r o d u c t i o n  and c o n s t r u c t i o n .  I b e l i e v e  that  the  n e e d  for  s u c h  c e n t r a l -  
i z e d  c o n t r o l s  e x i s t s  only  when m i l i t a r y  r e q u i r e m e n t s  b e c o m e  s u c h  a 
m a j o r  f a c t o r  in  p r o d u c t i o n  and c o n s t r u c t i o n  that  m i l i t a r y  n e e d s  canno t  be  
a c h i e v e d  wi thout  the c u r t a i l m e n t  of c i v i l i a n  p r o d u c t i o n .  

Their function, in addition to providing for military requirements, 
is to permit the employment and the development of an overall plan 
for the country that embraces not only the military requirements but 



the residual supplies of materials that can be used for civilian produc- 
tion. In other words, it raises the level of planning from what a com- 
pany can do on its own initiative and its own market opportunities to 
one where the planning is moved "upstairs" because there is such a 
big segment of demand that industry cannot measure. 

Of c o u r s e  it goes  wi thout  s a y i n g  that  A m e r i c a n  i n d u s t r y  wi l l  a l -  
w a y s  fu l f i l l  a l l  m i l i t a r y  n e e d s .  It is  d e d i c a t e d  to tha t .  When i n d u s t r y  
f inds  i t s e l f  in c o n f l i c t  wi th  l a r g e  m i l i t a r y  r e q u i r e m e n t s  wh ich  it c a n ' t  
m e a s u r e ,  and  it c a n ' t  do a p l a n n i n g  job,  i t s  m e m b e r s  a r e  the  f i r s t  
o n e s  to c o m e  to G o v e r n m e n t  and say ,  "We n e e d  o v e r a l l  c o n t r o l s .  T e l l  
us what  you  want  us to m a k e  and what  m a t e r i a l  supp ly  we c a n  p l an  on.  

It i s  c u s t o m a r y  p r a c t i c e ,  in a we l l  m a n a g e d  b u s i n e s s  e n t e r p r i s e ,  
to c o n t i n u a l l y  s u r v e y  the  m a r k e t  o p p o r t u n i t i e s  fo r  i t s  p r o d u c t s  and  
s e r v i c e s .  T h i s  i s  a c o n t i n u i n g  o p e r a t i o n .  In s u c h  s u r v e y s  it not  on ly  
t a k e s  into  a c c o u n t  the  l o n g e r - r a n g e  o p p o r t u n i t i e s  fo r  the  b u s i n e s s  but  
i t  e s t a b l i s h e s  d e f i n i t e  s a l e s  o b j e c t i v e s  fo r  s h o r t e r - r a n g e  o p p o r t u n i t i e s ,  
u s u a l l y  on an a n n u a l  b a s i s .  T h e s e  p r o j e c t i o n s  a r e  g e n e r a l l y  m a d e  by 
m a r k e t  l i n e s  and  b y p r o d u c t s ,  and b e g i n  wi th  s a l e s  f o r e c a s t s ,  wi thou t  
t a k i n g  in to  a c c o u n t  the  c a p a c i t y  of e x i s t i n g  p l an t s ,  f a c i l i t i e s ,  and m o n -  
ey  to p r o d u c e  the  v o l u m e  e x p e c t e d .  T h e s e  s a l e s  f o r e c a s t s  and  p l a n s  
a l s o  c o v e r  n e w  and  m o d i f i e d  p r o d u c t s  wh ich  it p r o p o s e s  to o f f e r  to 
m a i n t a i n  and  to i m p r o v e  i t s  c o m p e t i t i v e  p o s i t i o n .  

You m a y  w o n d e r  why I r e c o m m e n d  tha t  s a l e s  f o r e c a s t s  be  p r e -  
p a r e d  wi thou t  t a k i n g  into a c c o u n t  the c a p a c i t y  of  e x i s t i n g  p l an t s ,  f a c i l -  
i t i e s ,  and m o n e y  to p r o d u c e  the  e x p e c t e d  v o l u m e .  The  r e a s o n  fo r  tha t  
r e c o m m e n d a t i o n  is  to e l i m i n a t e  any  a t t e m p t  on the  p a r t  of the  s a l e s  
o r g a n i z a t i o n  to s e t  t h e i r  goa l s  in t e r m s  of p r e s e n t  l i m i t s  w h i c h  top 
m a n a g e m e n t  m a y  d e c i d e  to c h a n g e .  

Many products may be produced on the same facilities. It is highly 
probable that certain lines of product will reflect higher sales than the 
previous year. Certainly these favorable projections should not be 
tempered by capacity because such gains may be offset to some extent 
by a dropoff in anticipated sales in other lines of products made on 
the same equipment. It is entirely possible that, after careful screening 
of sales forecasts, there is good reason to expect to exceed present 
capacity, let us say, to the extent of 20 percent. 



01439 

The sales plans must also take into account the successful devel- 
opment of new and modified products. Obviously, the opportunity for 
the development and sale of new and improved products should not be 
hampered by sales forecasts that are limited by existing capacity, as 
it is not the sales department's prerogative, but is the prerogative of 
top management. 

In the development of plans by product lines, we must think of 
such planning in terms of a moving picture rather than as of a snapshot. 
Actually, this is just a new appraisal preparatory to planning the ac- 
tivities of the coming year and projecting what is expected to happen 
in the years beyond. Certainly these plans must take into account new 
product developments and product modifications that offer opportunity 
for increased volume and business growth. 

A f t e r  a c a r e f u l  r e v i e w  of p r o j e c t e d  s a l e s  and j u s t i f i c a t i o n  of t h e s e  
f o r e c a s t s  by s u p p o r t i n g  s a l e s  p lans ,  the  r e l a t i o n s h i p  of p r o j e c t e d  s a l e s  
v o l u m e  to p lant  c a p a c i t y  can  then  be r e v i e w e d  by the  p r o d u c t i o n - p l a n n i n g  
d e p a r t m e n t  and d e t e r m i n a t i o n  m a d e  of the  a d d e d  plant ,  f a c i l i t i e s ,  and 
m a n p o w e r  n e e d e d ,  and the  t i m e  that  would be r e q u i r e d  to p r o v i d e  s u c h  
a d d i t i o n a l  c a p a c i t y .  F r o m  th i s  p r o d u c t i o n  p l ann ing  a n a l y s i s  of the  s a l e s  
f o r e c a s t ,  a d o l l a r  va lue  can be p l a c e d  on the  cos t  of  p r o v i d i n g  the  a d d i -  
t i ona l  c a p a c i t y  for  the  i n c r e a s e d  and e x p e c t e d  s a l e s  v o l u m e .  The  top 
m a n a g e m e n t  of the  b u s i n e s s  is  then  in a p o s i t i o n  to r e v i e w  t h e s e  s a l e s  
f o r e c a s t s  in r e l a t i o n  to the  p r e s e n t  ahd added  c a p a c i t y  r e q u i r e m e n t .  

The  s a l e s  p lans  a r e  then  r e v i s e d  in k e e p i n g  with m a n a g e m e n t  
p lans  for  a v a i l a b l e  m o n e y ,  plant ,  e q u i p m e n t ,  and m a n p o w e r .  The  
p lan  is  u sua l ly  d e v e l o p e d  in t e r m s  of m o n t h s  o r  q u a r t e r s  fo r  t he  f i s c a l  
y e a r ,  a n d  by y e a r s  fo r  l o n g e r - r a n g e p l a n n i n g .  The  p lan  is  t hen  ex -  
p r e s s e d  in the f o r m  of p r o j e c t e d  f i n a n c i a l  s t a t e m e n t s  wi th  s u p p o r t i n g  
p l ans  fo r  e a c h  func t iona l  d e p a r t m e n t .  

All  of the  d e p a r t m e n t s  of the  c o m p a n y  e s t a b l i s h  c o n t r o l  s t a n d a r d s  
fo r  the  m a n a g e m e n t  of t h e i r  p a r t i c u l a r  f unc t i ons  of the  b u s i n e s s .  T h i s  
p r o v i d e s  the  b a s i s  fo r  m e a s u r e m e n t  of  a c c o m p l i s h m e n t  and c o n t r o l .  

Management control in industry begins to function when each 
department manager measures his accomplishment against the plan. 
Each department, machine, part, or process has control standards 
established, so that variances from the plan can be measured and 
responsibility placed on a responsible individual. To assure the effec- 
tiveness of such control, it should not be done on a "blame" basis. 



It shou ld  be u s e d  as  a m e a n s  of a l e r t i n g  the m a n a g e m e n t  p e r s o n n e l  
c o n c e r n e d  who can  do m o s t  to get  the m a t t e r s  c o r r e c t e d ,  in the  i n t e r e s t  
of m e e t i n g  and i m p r o v i n g  on the o b j e c t i v e s  a l r e a d y  e s t a b l i s h e d  in  the  
p lan .  A f t e r  a l l ,  it  i s  the  f ix ing  of p r o b l e m s  and i m p r o v e m e n t  of  s t a n d -  
a r d s  that  keep  c o s t s  down and p ro f i t s  h i g h e r .  P l a n n i n g ,  m e a s u r i n g ,  
f ix ing,  and i m p r o v i n g  a r e  i m p o r t a n t  e l e m e n t s  of  m a n a g e m e n t  ' s  job.  

As the fiscal year progresses and variances in the plan develop-- 
and they definitely will develop--projections of anticipated results can 
be expressed and modifications made in the plan, if desirable. 

Cap ta in  M c C a f f r e e  s t a t e d  that  i n d u s t r y  has  m a n y  i m p o r t a n t  too l s  
of  m a n a g e m e n t .  He s a i d  that  cos t ,  i n v e n t o r y ,  m a n p o w e r ,  and qua l i ty  
a r e  a few of  t h e m .  

L e t  us c o n s i d e r  cos t  c o n t r o l  in  the  b r o a d  s e n s e .  We can  s e e  the  
d e f i n i t e  r e l a t i o n s h i p  of cos t  to th i s  c o r p o r a t e  p lan  e x p r e s s e d  in t e r m s  
of a d e s i r e d  r e s u l t  in the  f o r m  of a p r o j e c t e d  p r o f i t - a n d - l o s s  s t a t e -  
m e n t .  In the  d e v e l o p m e n t  of the  plan,  b a s e d  on the  o b j e c t i v e s  that  
w e r e  d e v e l o p e d ,  th i s  p r o f i t - a n d - l o s s  s t a t e m e n t  r e f l e c t e d  the  e s t i m a t e d  
s a l e s  v o l u m e ,  the  cos t  of goods  so ld ,  the  e s t i m a t e d  e x p e n s e s ,  and the  
resultant profit or loss involved in that plan. 

Obvious ly ,  the  ac tua l  c o s t s  fo r  a p e r i o d  of o p e r a t i o n  wi th in  the  
p r o d u c t i o n  y e a r  wi l l  r e f l e c t  d e v i a t i o n s  f r o m  the  p lan .  It c an  be  r e a d i l y  
d e t e r m i n e d  w h e t h e r  c o s t s  r e f l e c t  a p r o p e r  r e l a t i o n s h i p  to goods  so ld .  
S i m i l a r l y ,  e x p e n s e s  wil l  r e f l e c t  w h e t h e r  they  a r e  in r e l a t i o n  to s a l e s  
v o l u m e  and to p lan .  An a n a l y s i s  of cos t  of  goods  so ld  wi l l  r e f l e c t  
w h e t h e r  c e r t a i n  cos t  e l e m e n t s  e x c e e d e d  the  a m o u n t  p r o v i d e d  in the  
p lan .  P r o v i d e d  the  v a r i a n c e s  a r e  not a t t r i b u t a b l e  to m o r e  o r  l e s s  
v o l u m e  of b u s i n e s s  ac t iv i ty ,  the v a r i a n c e s  m u s t  be  c a u s e d  by b e t t e r  
o r  w o r s e  p e r f o r m a n c e  than  was o r i g i n a l l y  c o n t e m p l a t e d  in the  o b j e c -  
t ive  p lan .  

If costs were too high in relation to sales volume, it may be 
determined whether this was because of poor machine utilization, low 
efficiency of labor, unwarranted accumulation of inventory, or sub- 
standard quality, for example. At any rate, the area of default from 
the plan may be pinned down so that corrective action can be taken. 

F o r  e a s e  of o p e r a t i o n  and fo r  d e p a r t m e n t a l  m a n a g e m e n t ,  e a c h  
d e p a r t m e n t  m a n a g e r  has  e x p r e s s e d  the  p lan  in h i s  own d e p a r t m e n t ' s  
s t a n d a r d s ,  which  m a y  be uni ts  of p roduc t i on ;  i t  m a y  be in d o l l a r s ;  o r  
i t  m a y  be  p e r c e n t  of r e j e c t s :  

6 
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O b v i o u s l y ,  r e p o r t s  a r e  c u r r e n t l y  i s s u e d  t h a t  p e r m i t  h i m  to s e e  
h o w  he  i s  m a k i n g  o u t  a g a i n s t  t h e  p l a n .  I f  h e  d o e s  n o t ,  h e  s t i l l  h a s  t h e  
s a f e g u a r d  of  r e f l e c t i n g  t h e  a c t u a l  p e r f o r m a n c e  in  t h e  c u r r e n t  P ~ L  
s t a t e m e n t  a s  a g a i n s t  t h e  p r o j e c t e d  o n e .  I f  he  d o e s  n o t  f i n d  i t  w i t h  h i s  
o w n  c o n t r o l  m e a s u r e s ,  s o m e b o d y  m a y  p o s s i b l y  a s s i s t  h i m .  

W h e n  y o u  l o o k  a t  c o s t s  in  t h e  b r o a d  s e n s e ,  a s  a c o n t r o l  m e d i u m ,  
i t  i s  n o t  t oo  d i f f i c u l t  to  l a y  y o u r  f i n g e r  o n  t h e  e l e m e n t  t h a t  n e e d s  i n v e s -  
t i g a t i o n  a n d  c o r r e c t i o n .  

N o w ,  l e t  u s  a s s u m e  t h a t  t h e  p r o b l e m  w a s  o n  i n v e n t o r y  c o n t r o l .  
L e t  u s  e x a m i n e  t h e  e f f e c t i v e n e s s  o f  i n v e n t o r y  c o n t r o l  in  a t y p i c a l  d e -  
p a r t m e n t .  L e t  u s  a s s u m e  t h a t  a n  i n v e s t i g a t i o n  h a s  b e e n  m a d e  o f  m a -  
t e r i a l  a n d  w o r k  in  p r o c e s s  i n v e n t o r y  a n d  i t  h a s  i n d i c a t e d  t h a t  t h e r e  
a p p e a r s  to  h a v e  b e e n  an  u n w a r r a n t e d  a c c u m u l a t i o n  o f  i n c o m i n g  m a t e -  
r i a l  a n d  p a r t s .  

We k n o w  t h a t  g o o d  i n v e n t o r y  c o n t r o l  o f  m a t e r i a l  a n d  w o r k  in  p r o c -  
e s s  i n v e n t o r i e s  r e q u i r e s  t h a t  t h e  s u p e r v i s o r  o f  i n v e n t o r y  c o n t r o l  i n  
e a c h  p r o d u c t i o n  d e p a r t m e n t  e s t a b l i s h  b u d g e t s  c o m m e n s u r a t e  w i t h  t h e  
m a n u f a c t u r i n g  t i m e  o f  t h e  a v e r a g e  p r o d u c t  in  h i s  d e p a r t m e n t .  H e  
m u s t  s e e  t h a t  m a t e r i a l s  a n d  c o m p o n e n t s  a r e  r e q u i s i t i o n e d  a n d  s c h e d -  
u l e d  in  k e e p i n g  w i t h  t h e  p r o d u c t i o n  s c h e d u l e s  f o r  w h i c h  t h e  m a t e r i a l s  
a n d  c o m p o n e n t s  a r e  r e q u i r e d .  He  m u s t  a l s o  e s t a b l i s h  a d v i c e  c o n c e r n -  
i n g  p r o c u r e m e n t  t i m e  in  w e e k s ,  p r o t e c t i v e  s t o c k  in  w e e k s ,  a n d  to  s e e  
t h a t  t h e  o r d e r  c l e r k s  h a v e  g u i d a n c e  in  d e t e r m i n i n g  t h e  a n t i c i p a t e d  
u s a g e  o f  t h e  m a t e r i a l  o r  p a r t s  c o n c e r n e d .  

S u c h  p r e c a u t i o n s  a r e  b a s i c  i n  t h e  c o n t r o l  o f  i n v e n t o r y ,  a s  e a c h  
o r d e r  c l e r k  h a s  t h e  a u t h o r i t y  to  p l a c e  p r o c u r e m e n t  o r d e r s  f o r  m a t e r i a l s  
a n d  p a r t s  t h a t  m a y  r e s u l t  i n  t h e  u n w i s e  o r  u n t i m e l y  i n v e s t m e n t  o f  
f u n d s  t h a t  i n c r e a s e  t h e  o p e r a t i n g  c o s t s  o f  t h e  b u s i n e s s .  

Now, let us be sure that we understand that one. "Mary Smith, " 
on the desk that places the requisitions for materials, if not given the 
proper guidance, is actually the person who brings in materials, pos- 
sibly wisely or unwisely. Unless she is given good guidance in her 
work, she can distort the corporate plan. 

Many people say, "You ought to have a minimum, practical, work- 
ing inventory. That ought to be 13 weeks, or something like that, and 
it ought to be on an overall basis. " The decisions are not made that 
way. If Mary Smith does not make individual decisions correctly, the 
answer is going to be wrong. 
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The i n v e n t o r y - c o n t r o l  s u p e r v i s o r  m u s t  a l so  s e e  that  a d e q u a t e  
p r e c a u t i o n s  a r e  t aken  to r e c o g n i z e  c h a n g e s  in d e s i g n  that  m a y  r e n d e r  
unusab l e  the s t o c k s  that  he is  p r o v i d i n g  for  fu tu re  p r o d u c t i o n .  E v e r y  
bit  of  i n v e n t o r y  he p r o v i d e s  is  p o t e n t i a l l y  o b s o l e t e ,  and t h e r e f o r e  
p r o m p t  and c a r e f u l  a t t e n t i o n  to d e s i g n  c h a n g e s  a r e  e x t r e m e l y  i m p o r t a n t ,  
to be s u r e  that  the i n v e n t o r y  is  u sab le .  

He m u s t  s e e  that  m a t e r i a l s  and c o m p o n e n t s  a r e  r e q u i s i t i o n e d  wi th  
a d e q u a t e  r e c o g n i t i o n  of quan t i ty  e x t r a s  and s e t - u p  c o s t s ,  so tha t  the  
unit  cos t  of the  m a t e r i a l  o r  the  c o m p o n e n t  r e q u i s i t i o n e d  is  in l i ne  wi th  
an e c o n o m i c a l  i n v e n t o r y - c o n t r o l  o p e r a t i o n .  

If t h e s e  cond i t i ons  ex i s t ,  the  a p p a r e n t  u n w a r r a n t e d  a c c u m u l a t i o n  
of i n v e n t o r y  can  only  be due to i n c r e a s e s  in p r i c e  l e v e l s  tha i  w e r e  not  
an t i c i p a t ed ,  o r  due to i n a d e q u a t e  p r o d u c t i o n  a n d / o r  s a l e s  l e v e l s  to 
suppor t  the  i n v e n t o r y  input .  

A n o t h e r  p h a s e  tha t  n e e d s  c a r e f u l  a t t en t ion  f r o m  the  s t andpo in t  of 
m a n a g e m e n t  c o n t r o l s  is  m a n p o w e r .  The  p r o d u c t i o n  p l ann ing  d e p a r t -  
m e n t ,  in k e e p i n g  with p r o d u c t i o n  p lans ,  both  long  and s h o r t  r a n g e ,  m u s t  
d e t e r m i n e  the  a n t i c i p a t e d  u t i l i za t ion  of m a c h i n e r y  and f l o o r  s p a c e  in 
e a c h  d e p a r t m e n t  and p r o d u c t i o n  c e n t e r .  I ts  m a n a g e r  wi l l  undoub ted ly  
h a v e  d e v e l o p e d  as a guide  fo r  h i s  j u d g m e n t  the  e f f ec t i ve  m a n u f a c t u r i n g  
c a p a c i t y  of the  p lant  and i t s  r e s p e c t i v e  p r o d u c t i o n  c e n t e r s .  He wi l l  
t hen  know for  a g iven  v o l u m e  of p r o d u c t i o n  the  a p p r o x i m a t e  n u m b e r  
of h o u r s  r e q u i r e d  for  e a c h  type  of he lp  by d e p a r t m e n t  and by  p r o d u c t i o n  
c e n t e r .  As a c o n s e q u e n c e ,  he and the  cos t  s u p e r v i s o r  and the  f o r e m a n  
wi l l  be  ab le  to d e t e r m i n e  the  c o m p l e m e n t  of d i r e c t  and i n d i r e c t  w o r k e r s  
that  wi l l  be n e e d e d  to s u p p o r t  the  p r o d u c t i o n  r a t e  fo r  an e n s u i n g  p e r i o d .  

If c l o s e  c o n t r o l  of d i r e c t  and i n d i r e c t  w o r k e r s  is  no t  m a i n t a i n e d ,  
e x c e s s  d i r e c t  and i n d i r e c t  l a b o r  c o s t s  r e s u l t ,  e i t h e r  b e c a u s e  of poor  
m a n p o w e r  u t i l i za t ion ,  o r  b e c a u s e  of p r o d u c t i o n  l o s s  o r  o v e r t i m e  pay.  

W h e r e  c y c l i c a l  t r e n d s  in b u s i n e s s  a r e  e x p e r i e n c e d  r e g u l a r l y ,  t hey  
m u s t  be  p l a n n e d  fo r  in advance ,  and t h e i r  r e l a t i o n s h i p  f r o m  the  s t a n d -  
poin t  of  d i r e c t  and i n d i r e c t  m a n p o w e r  and m a c h i n e  u t i l i z a t i on  m u s t  be  
a n t i c i p a t e d  by the  p r o d u c t i o n - c o n t r o l  s u p e r v i s o r ,  the  c o s t - c o n t r o l  
s u p e r v i s o r ,  and the f o r e m a n  of the d e p a r t m e n t ,  so  that  a d e q u a t e  p l ans  
can  be  m a d e  to t r a n s f e r  o r  o t h e r w i s e  a c q u i r e  a d d i t i o n a l  he lp  fo r  p e a k  
p e r i o d s ,  and for  o t h e r  u t i l i z a t i on  of e x c e s s  m a n p o w e r  in low p e r i o d s  
of p r o d u c t i o n  ac t iv i ty .  
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In m u l t i p l e  p r o d u c t i o n  p lan t s ,  e x p e r i e n c e  has  p r o v e d  that  good  
u t i l i z a t i on  of d i r e c t  and  i n d i r e c t  l abo r  in such  o p e r a t i o n s  is  m a d e  p o s -  
s i b l e  by the  t r a n s f e r  of c e r t a i n  c l a s s i f i c a t i o n s  of he lp  f r o m  one  d e p a r t -  
m e n t  to a n o t h e r  when  t h e s e  p r o d u c t i o n  peaks  o r  v a l l e y s  o c c u r ;  and  
t h e r e f o r e  t r a i n e d  m a n p o w e r  is  r e t a i n e d  in  the  c o m p a n y  and i m p r o v e d  
m a n a g e m e n t - l a b o r  r e l a t i o n s  r e s u l t .  

W h e r e  t h e r e  is  an a n t i c i p a t e d  b u i l d - u p  o r  d i s c o n t i n u a n c e  of a g i v e n  
p r o d u c t  l ine ,  t h e r e  i s  r e s p o n s i b i l i t y  fo r  the  a c q u i s i t i o n  and t r a i n i n g  o r  
t r a n s f e r  of m a n p o w e r .  In the  i n t e r e s t  of  e f f ec t i ve  o p e r a t i o n  and h a r -  
m o n i o u s  r e l a t i o n s ,  it i s  n e c e s s a r y  that  such  t r a n s i t i o n s  or  c h a n g e s  in  
l e v e l  of o p e r a t i o n s  be  p l anned  and  e x e c u t e d  m o s t  e f f e c t i v e l y  and jud i -  
c ious ly .  

It i s  b e c o m i n g  the  a c c e p t e d  p r a c t i c e  in g rowing ,  s u c c e s s f u l  c o m -  
p a n i e s  to t r a i n  p e o p l e  in c o m p a n y  t r a i n i n g  c o u r s e s  in the  m a n y  a s p e c t s  
of the  c o m p a n y ' s  b u s i n e s s .  T r a i n i n g  p r o g r a m s  a r e  s t r o n g l y  a d v o c a t e d .  
W h e t h e r  the  p r o g r a m  be  a s a l e s  t r a i n i n g  p r o g r a m ,  a j u n i o r  e x e c u t i v e  
t r a i n i n g  p r o g r a m ,  a b u s i n e s s  t r a i n i n g  p r o g r a m ,  a f o r e m a n ' s  t r a i n i n g  
p r o g r a m ,  o r  p o s s i b l y  t r a i n i n g  for  d i r e c t  and i n d i r e c t  l a b o r e r s  b e f o r e  
t h e y  go to the  p r o d u c t i o n  l ine ,  we l l  t r a i n e d  people ,  i n d o c t r i n a t e d  wi th  
the  c o m p a n y ' s  p r i n c i p l e s  and o b j e c t i v e s ,  bene f i t  not  on ly  the e m p l o y e r  
but  a l s o  the  e m p l o y e e .  Such t r a i n i n g  p r o g r a m s  a r e  a l so  i m p o r t a n t  in  
a t t r a c t i n g  new and a m b i t i o u s  p e o p l e  to the o r g a n i z a t i o n .  

L a s t ,  but not  l e a s t ,  the  e m p l o y e e  e x p e c t s  good h u m a n  r e l a t i o n s ,  
good pay,  and p e r q u i s i t e s .  He e x p e c t s  to have  p r o m p t  a t t e n t i o n  and 
f a i r  t r e a t m e n t  on g r i e v a n c e s  o r  p r o b l e m s .  

I want  to say  a few th ings  about  qua l i ty .  I t h ink  it i s  qu i te  sa fe  to 
say  that  t h e r e  is  no such  th ing  as  i n s p e c t i n g  qua l i ty  into a p r o d u c t .  
F u r t h e r m o r e ,  you canno t  t e m p o r i z e  with qua l i ty .  A p r o d u c t  m u s t  be  
m a d e  to good c u s t o m e r - a c c e p t a n c e  s t a n d a r d s ,  and the  p r o d u c t  s h o u l d  
be so d e s i g n e d  and so c o m p a t i b l e  wi th  the  m a c h i n e r y  on which  it i s  
p r o d u c e d  that  the  p e r m i s s i b l e  v a r i a n c e s  f r o m  m e a n  d i m e n s i o n s  a r e  
w i th in  the  c a p a b i l i t i e s  of  the  m a c h i n e  and the  w o r k m a n  to p r o d u c e  wi th  
a h igh  l e v e l  of p roduc t  and qua l i ty  a c c e p t a n c e .  If th i s  is  done ,  t h e n  
on ly  c h a n c e  can  c a u s e  d e f e c t i v e  p r o d u c t  and w o r k m a n s h i p .  A d e q u a t e  
i n s p e c t i o n  on a go o r  n o - g o  b a s i s  wi l l  r e f l e c t  w h e t h e r  the  r e j e c t s  a r e  
in  k e e p i n g  with e x p e c t e d  v a r i a n c e s  f r o m  n o m i n a l  d i m e n s i o n s .  If t h e y  
e x c e e d  n o r m a l  v a r i a n c e s  f r o m  m e a n  d i m e n s i o n s ,  s o m e t h i n g  o t h e r  
than  c h a n c e  is. at play,  and t h e r e f o r e  the c a u s e  m u s t  be d e t e r m i n e d .  
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It m a y  be  a faul t  of the  m a c h i n e ,  o r  i t  m a y  be  the  fau l t  of the  m a t e r i a l .  
It  m a y  be  an h o n e s t  m i s t a k e  on the  p a r t  of the  w o r k m a n ,  o r ,  on the  o t h e r  
hand ,  the  m i s t a k e  m a y  be  the  faul t  of an  o p e r a t o r  who d o e s  not  g ive  a 
d a m n .  It i s  i m p o r t a n t  tha t  t h o s e  t h ings  be l e a r n e d .  

An e x p e r i e n c e d  q u a l i t y - c o n t r o l  e n g i n e e r ,  when  so d i r e c t e d  to the  
p r o b l e m  f r o m  the  c o n t r o l  r e p o r t s  of the  i n s p e c t i o n  d e p a r t m e n t ,  wi l l  
f ind  the  c a u s e  of the  t r o u b l e  and w o r k  out  c o r r e c t i v e  m e a s u r e s  wi th  
the  s u p e r v i s o r  of the  d e p a r t m e n t .  If he does  not ,  it  wi l l  r e f l e c t  in  the  
c o s t - c o n t r o l  r e p o r t ,  and h is  b o s s  wi l l  u n d o u b t e d l y  h e a r  about  it ,  and  
the  a t t e n t i o n  of  the  q u a l i t y - c o n t r o l  e n g i n e e r  w i l l  be  d i r e c t e d  to f ind  
out what  the  p r o b l e m  is  and to fix i t .  If p o o r  q u a l i t y  p r o d u c t s  a r e  not  
d e t e c t e d  b e f o r e  t hey  l e a v e  the  p lan t ,  t hey  wi l l  r e s u l t  in  h i g h e r  l o s s e s  
in the  f o r m  of c o m p l a i n t s  and a d j u s t m e n t s  to c u s t o m e r s .  

I a m  s u r e  tha t  we a p p r e c i a t e  tha t  e a c h  f o r m  of m a n a g e m e n t  c o n t r o l ,  
i f  we e x a m i n e d  it in de t a i l ,  would  t ake  at l e a s t  30 m i n u t e s  of o u r  t i m e ,  
S e v e r a l  of  y o u r  l e c t u r e s  m a y  be d e v o t e d  to s p e c i f i c  m a n a g e m e n t  c o n t r o l s .  
So I have  t r i e d  to g ive  you  the  p h i l o s o p h y  of m a n a g e m e n t  c o n t r o l s .  
T h e y  a r e  c a r e f u l l y  d e v e l o p e d  to a c c o m p l i s h  a b u s i n e s s  o b j e c t i v e .  If 
we u n d e r s t a n d  why and how s u c h  c o n t r o l s  a r e  d e v e l o p e d  and m a d e  to 
work ,  we h a v e  a c o m p r e h e n s i o n  of m a n a g e m e n t  c o n t r o l s  in  i n d u s t r y .  

It has  b e e n  s a i d  tha t  a p r o b l e m  w e l l  s t a t e d  is  t w o - t h i r d s  s o l v e d .  
M a n a g e m e n t  u s e s  th i s  s i m p l e  p r i n c i p l e  as  i t s  gu ide  in the  p r a c t i c e  of 
d e v e l o p i n g  the r e s u l t s  it h o p e s  to a c h i e v e  fo r  the c o m i n g  y e a r  (and fo r  
a l o n g e r  r a n g e )  in t e r m s  of a p r o j e c t e d  p r o f i t - a n d - l o s s  s t a t e m e n t .  

I have  o u t l i n e d  how e a c h  d e p a r t m e n t  head ,  c h a r g e d  wi th  a f u n c t i o n  
of the  b u s i n e s s ,  e s t a b l i s h e s  in t e r m s  of h is  c o n t r o l  m e a s u r e s  the 
s t a n d a r d s  n e c e s s a r y  to a c h i e v e  r e s u l t s  w h i c h  wi l l  r e f l e c t  f a v o r a b l y  in 
t e r m s  of the  c o m p a n y ' s  p l an .  

T h e s e  a c c o m p l i s h m e n t s  can  be  e x p r e s s e d  in t e r m s  of t o t a l  d o l l a r s  
of p r o f i t  o r  l o s s  e f f e c t e d  in r e l a t i o n  to the  p lan .  A c c o m p l i s h m e n t  c a n  
a l s o  be  e x p r e s s e d  in t e r m s  of i n v e n t o r y  t u r n o v e r  o r  i n v e n t o r y  i n v e s t -  
m e n t  in r e l a t i o n  to v o l u m e .  A c c o m p l i s h m e n t  can  be  e x p r e s s e d  in  t e r m s  
of a v e r a g e  t a k e - h o m e  pay  of the w o r k e r  and in l a b o r  c o s t s  above  o r  
b e l o w  e x p e c t e d  l e v e l s .  A c c o m p l i s h m e n t  can  be  e x p r e s s e d  in t e r m s  of 
e x c e s s i v e  c o s t s  b r o u g h t  about  by c u s t o m e r  c o m p l a i n t s  and  a d j u s t m e n t s  
b e c a u s e  of qua l i t y .  A c c o m p l i s h m e n t  can  be e x p r e s s e d  in t e r m s  of 
r e j e c t s  in the  f a c t o r y  p r o d u c t i o n  o p e r a t i o n s .  
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S i m i l a r l y ,  e a c h  i t e m  of e x p e n s e ,  w h e t h e r  it be  s a l e s ,  a d v e r t i s i n g ,  
o r  s o m e  s m a l l  i t e m  s u c h  as  s t o c k - k e e p i n g  e x p e n s e ,  is  s u b j e c t  to ex -  
p o s u r e  and r e v i e w .  Al l  of the  p e o p l e  c h a r g e d  wi th  r e s p o n s i b i l i t y  in 
the  c o m p a n y  shou ld  have  s t a n d a r d s ,  budge t s ,  o r  c o n t r o l  d e v i c e s  d e v e l -  
oped  as p a r t  of  the  c o m p a n y  p lan  which  wi l l  r e l a t e  to the  ac t i v i t y  of the  
b u s i n e s s  and to the  f a c t o r s  which  g o v e r n  the  c o m p i l a t i o n  of the  p r o j e c t e d  
p r o f i t : a n d - l o s s  s t a t e m e n t  fo r  the c o m p a n y .  T h e s e  a c c o m p l i s h m e n t s  
wi l l  r e f l e c t  in the  d e p a r t m e n t a l  r e p o r t s  and i n  the d e p a r t m e n t  and 
c o m p a n y  p r o f i t - a n d - l o s s  s t a t e m e n t s .  

With a we l l  de f i ned  m a n a g e m e n t  plan,  with e f f e c t i v e  s t a n d a r d s  
e s t a b l i s h e d  to m e a s u r e  p e r f o r m a n c e ,  and with a c l e a r  u n d e r s t a n d i n g  
by the  p e o p l e  in  p o s i t i o n s  of r e s p o n s i b i l i t y  with r e g a r d  to m e e t i n g  the  
s t a n d a r d s  in r e l a t i o n  to p r o d u c t i o n  v o l u m e ,  t h e r e  m u s t  be  an e x e r c i s e  
of r e s p o n s i b i l i t y  at e v e r y  l e v e l  of m a n a g e m e n t  in d e t e c t i n g  and f ix ing  
t h o s e  t h ings  that  d e t r a c t  f r o m  the  p r o f i t a b l e  o p e r a t i o n  of the  b u s i n e s s .  

In c o n c l u s i o n  I wi sh  to i m p r e s s  upon you tha t  it i s  m o s t  i m p o r t a n t  
tha t  e a c h  i nd iv idua l  have  an i n c e n t i v e .  The  af f ix ing of r e s p o n s i b i l i t y ,  
f r o m  the  P r e s i d e n t  down. to the  l a s t  w o r k e r  in the  c o m p a n y ,  is  e x t r e m e l y  
i m p o r t a n t  to the  s u c c e s s  of any b u s i n e s s  o r  t e a m .  If we can  e f f e c t i v e l y  
ge t  h o m e  to e a c h  w o r k m a n  and to e a c h  s u p e r v i s o r  that  h is  o p p o r t u n i t y  
fo r  a d v a n c e m e n t ,  fo r  g r e a t e r  s e c u r i t y ,  and fo r  i m p r o v e d  l i v ing  s t a n d -  
a r d s  wi l l  be  a c h i e v e d  by his  c o n t r i b u t i o n  in m e e t i n g  w e l l - d e f i n e d  ob-  
j e c t i v e s ,  the  e x e c u t i o n  of the p lan  shou ld  r e s u l t  in  a h i g h e r  l e v e l  of 
p ro f i t  t han  the  o r i g i n a l  p lan  c o n t e m p l a t e d .  

Such a c c o m p l i s h m e n t s  s t i m u l a t e  b u s i n e s s  g rowth .  Such r e s u l t s  
d e v e l o p  a b u s i n e s s  so tha t  it r e q u i r e s  the  i n c r e a s e d  use  of m a t e r i a l s ,  
m a n p o w e r ,  and  m o n e y .  The  c u m u l a t i v e  r e s u l t  i s  the  d e v e l o p m e n t  of 
a s t r o n g  and g r o w i n g  A m e r i c a n  f r e e - e n t e r p r i s e  s y s t e m .  

C e r t a i n l y  m a n a g e m e n t  c o n t r o l s  in  i n d u s t r y  a r e  e v e r y b o d y ' s  b u s i -  
n e s s  in a c o m p a n y ,  and,  i f  a good job is  done  in  ge t t i ng  th i s  po in t  of 
v i e w  a c r o s s ,  t h e r e  wi l l  be  a p r o p r i e t a r y  a t t i t ude  on the p a r t  of m o s t  
e m p l o y e e s  in the  c o m p a n y ,  r a t h e r  than  by a few g r a y - h a i r e d  m e m b e r s  
in the  e x e c u t i v e  su i t e  o r  in  the  downtown bank .  

T h a n k  you,  g e n t l e m e n .  

Ml=t. SKUCE: G e n t l e m e n ,  in m y  i n t r o d u c t o r y  r e m a r k s  I e x p r e s s e d  
the  v i e w  tha t  we a l l  have  m a n y  q u e s t i o n s  on t o d a y ' s  s u b j e c t .  L e t ' s  have  
the  q u e s t i o n s  and s e e  w h e t h e r  we can  deve lop  s o m e  a n s w e r s .  
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QUESTION:  S i r ,  I b e l i e v e  you  m a d e  one  s t a t e m e n t  tha t  s a i d  tha t  
when  t r o u b l e  was  e n c o u n t e r e d  in p r o d u c t i o n  the  q u a l i t y - c o n t r o l  e n g i n e e r  
wou ld  be  d i r e c t e d  to f ind  out  the c a u s e  of  the t r o u b l e  and  f ix i t .  

MR. SKUCE:  T h a t ' s  r i g h t .  

S T U D E N T :  I a m  c u r i o u s  about  tha t  t ype  of  du ty  fo r  a q u a l i t y - c o n t r o l  
e n g i n e e r .  My u n d e r s t a n d i n g  was  tha t  t h o s e  e n g i n e e r s  w e r e  f o r  the  
d e t e r m i n a t i o n  of  q u a l i t y  c o n t r o l  and the  d e v e l o p m e n t  of p r o c e d u r e s ,  
and  f o r  the  f ind ing  of the  t r o u b l e ;  but not  so m u c h  to f ind the  c a u s e  o r  
to fix i t .  I would  t h ink  tha t  m i g h t  be  a p r o d u c t i o n  e n g i n e e r ' s  job.  

MR.  SKUCE:  I wi l l  be  v e r y  happy  to e l a b o r a t e  on tha t  po in t .  
Q u a l i t y - c o n t r o l  m a n a g e m e n t  d i f f e r s  in e a c h  p a r t i c u l a r  c o r p o r a t i o n .  
L e t  m e  r e l a t e  an  e x p e r i e n c e  wh ich  m a y  he lp  d e v e l o p  an a n s w e r  to y o u r  
q u e s t i o n .  

S e v e r a l  y e a r s  ago I w o r k e d  on q u a l i t y - c o n t r o l .  I was  a s k e d  to go 
down to a c e n t e r e d  p r o d u c t s  d e p a r t m e n t  to f ind out  why m a n u f a c t u r i n g  
l o s s e s  w e r e  so h igh .  The  l e v e l  of l o s s e s  in  t h i s  d e p a r t m e n t  had  a l -  
ways  b e e n  h igh  and  s u c h  a cond i t i on  was  a c c e p t e d  as  s t a n d a r d .  

I was  not  an  o r g a n i c  c h e m i s t .  I had  n e v e r  b e e n  in tha t  d e p a r t m e n t  
b e f o r e .  I d id  not  know a n y t h i n g  about  t h e i r  p r o c e s s e s .  

I found out  what  the  g r a p h i t i z i n g  l o s s e s  w e r e  in the  d e p a r t m e n t .  
T h e s e  l o s s e s  w e r e  c o n s i d e r e d  to be " s t a n d a r d .  " I found out  what  the  
c o n s t a n t s  w e r e  in the  p r o c e s s ,  and t h e r e f o r e  wha t  v a r i a b l e s  w e r e  at  
p l ay .  T h e  m a t e r i a l  to be p r o c e s s e d  c a m e  f r o m  the  k i ln  d e p a r t m e n t ,  
w h e r e  the  m a t e r i a l  was  o i l  f i r e d  in a k i ln  b e f o r e  the  m a t e r i a l  was  
g r a p h i t i z e d .  

The  m a t e r i a l  was  s c l e r o s c o p e d  f o r  h a r d n e s s  b e f o r e  it  was  g r a p h -  
i t i z e d .  The  h a r d n e s s  v a r i a t i o n  of  the  s l a b s  of  m a t e r i a l  tha t  wen t  in to  
the  g r a p h i t e  c h a r g e  was  known.  

In go ing  b a c k  to the  k i ln  d e p a r t m e n t  I found tha t  t h e r e  was  a c o n -  
s i d e r a b l e  l o s s  in the k i l n - f i r i n g  o p e r a t i o n  w h i c h  r e s u l t e d  f r o m  the  
s a g g e r s  tha t  he ld  the m a t e r i a l  c o l l a p s i n g  d u r i n g  k i l n - f i r i n g .  We 
found  th i s  f a i l u r e  of s a g g e r s  c a u s e d  e x p o s u r e  of the  m a t e r i a l s .  When  
the  m a t e r i a l  was  e x p o s e d  it was  s o f t e r  o r  d e s t r o y e d .  C e r t a i n  s l a b s  
tha t  w e r e  to be  g r a p h i t i z e d  w e r e  soft ;  c e r t a i n  o t h e r s  w e r e  h a r d .  Th i s  
s h o w e d  Op when  the  k i l n - f i r e d  s l a b s  w e r e  s c l e r o s c o p e d .  
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An e x a m i n a t i o n  was  s t a r t e d  wi th  the  f o r e m a n  and the  s u p e r i n t e n d -  
ent  of  the  d e p a r t m e n t  to s e e  what  cou ld  be  done wi th  d i f f e r e n t  type  s a g g e r s  
that  would  hold  up in  the  k i ln .  Th i s  s u c c e e d e d  in  r e d u c i n g  the  l o s s e s  
in the  k i ln  r o o m  and r e s u l t e d  in l e s s  v a r i a n c e  in  p r o d u c t  to be g r a p h -  
i t i z e d .  

We then  s t u d i e d  how the  s l a b s  shou ld  be p l a c e d  in  the  g r a p h i t i z i n g  
c h a r g e  to t ake  into accoun t  the  v a r i a t i o n  in  h a r d n e s s  of  the  v a r i o u s  
s l a b s  that  went  into the  g r a p h i t i z i n g  c h a r g e .  

We knew t h e r e  was a d i f f e r e n t  d e g r e e  of hea t  i n t e n s i t y  in  the  g r a p h -  
i t i z i n g  p r o c e s s  in d i f f e r e n t  l o c a t i o n s  in  the  c h a r g e .  

We l e a r n e d  that  we cou ld  put the  sof t  i t e m s  in  the  a r e a  o u t s i d e  the  
i n t e n s e  f low of c u r r e n t  and  put the  h a r d e r  ones  w h e r e  t h e y  got the  
g r e a t e s t  a m o u n t  of c u r r e n t  in  the  g r a p h i t i z i n g  p r o c e s s .  By s u c h  a n a l -  
y s i s ,  we cut the  l o s s e s  a p p r e c i a b l y  in a p e r i o d  of s ix  w e e k s .  

The  q u a l i t y - c o n t r o l  e n g i n e e r ,  i f  p r o p e r l y  t r a i n e d ,  i s  a p r o d u c t i o n  
e n g i n e e r  as  wel l . .  He goes  into a d e p a r t m e n t  and a t t e m p t s  to e s t a b l i s h  
c o n s t a n t s ,  so  that  he  can  d e t e r m i n e  what  v a r i a b l e s  a r e  at p lay .  Then ,  
a f t e r  d e t e r m i n i n g  what  the  v a r i a b l e s  a r e ,  he  t r i e s  to d e t e r m i n e  what  
s t e p s  m i g h t  c o r r e c t  t he  p r o b l e m .  

So the  q u a l i t y - c o n t r o l  e n g i n e e r  i s  c h a r g e d  wi th  go ing  in  to f ix  tha t  
type  of th ing  when  it  o c c u r s .  In do ing  so it  i s  e x p e c t e d  tha t  he  wi l l  
have  the  c o o p e r a t i o n  of the p r o d u c t i o n  s u p e r v i s o r .  

QUESTION: Sir ,  is  tha t  the  s a m e  group ,  o r  the  s a m e  i n d i v i d u a l s ,  
that  a l so  d e v e l o p  the  s t a t i s t i c  s a m p l i n g  p l a n s  and the  i n s p e c t i o n  p r o -  
c e d u r e s  fo r  tha t  s a m e  p r o d u c t  ? 

MR. SKUCE: V e r y  p o s s i b l y .  At any r a t e  it would  be a m e m b e r  
of the  s a m e  d e p a r t m e n t .  If  an o p e r a t i o n  is  of  such  a n a t u r e  tha t  i t  
l e n d s  i t s e l f  to s t a t i s t i c a l  a n a l y s i s  in  quan t i t y  p r o d u c t i o n ,  a q u s l i t y  
c o n t r o l  e n g i n e e r  would  e s t a b l i s h  s t a t i s t i c a l  p l ans  and i n s p e c t i o n  p r o -  
c e d u r e s .  

The  f e l l o w  who is  the  s t a t i s t i c a l  ana lys t ,  e v e n  though he  s e t  up the  
c o n t r o l  s t a n d a r d s ,  would  not  nece s sa r I l~ ,  be the  f ix ing  e n g i n e e r .  He 
cou ld  be p a r t  of the  s a m e  d e p a r t m e n t .  
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QUESTION: Sir ,  to what  ex ten t  d o e s  l a b o r  e n t e r  in to  y o u r  p l a n s ?  
A s e c o n d  q u e s t i o n  i s :  You m e n t i o n e d  i n d i v i d u a l  i n c e n t i v e .  How do you 
go about  b r i n g i n g  about  i n d i v i d u a l  i n c e n t i v e  in y o u r  p lan t  ? 

MR. S K U ~ :  In e s t a b l i s h i n g  i nd iv idua l  i n c e n t i v e ,  t h e r e  a r e  two 
th ings  tha t  a r e  r e g u l a t o r y .  F i r s t s  a m a c h i n e  o p e r a t i o n  that  e s t a b l i s h e s  
a c e r t a i n  f low of p r o d u c t i o n ,  b a s e d  on m a c h i n e  s p e e d .  Such an o p e r -  
a t ion  is  u s u a l l y  h a n d l e d  by  e s t a b l i s h i n g  s t a n d a r d s  and  r e w a r d i n g  w o r k -  
e r s  on p e r c e n t a g e  p e r f o r m a n c e  of good m a t e r i a l  p r o d u c e d  b a s e d  on the  
output  of  the  l i ne  when  the  s p e e d  has  b e e n  e s t a b l i s h e d .  Tha t  i s  a p r e t t y  
f o r t h r i g h t  s o r t  of th ing .  

The  s e c o n d  r e g u l a t o r y  f a c t o r  o c c u r s  when  the  s p e e d  of p r o d u c t i o n  
is  r e g u l a t e d  by the  o l ~ r a t o r ,  r a t h e r  than  by a m a c h i n e .  T h i s  is  u sua l l y  
h a n d l e d  by an i n c e n t i v e  p a y m e n t  s y s t e m  which  i s  d e v e l o p e d  by  e s t a b l i s h -  
ing  as  a s t a n d a r d  the  n u m b e r  of p i e c e s  p e r  h o u r  that  wi l l  g ive  the  o p e r -  
a t o r  h i s  b a s e  e a r n i n g  r a t e  p lus  a b o n u s .  T h i s  is  u s u a l l y  e s t a b l i s h e d  as a 
c o n t r o l l e d  d a y - w o r k  s y s t e m  o r  a p i e c e - w o r k  s y s t e m .  If the  o p e r a t o r  
t u r n s  out m o r e  p i e c e s  he g e t s  m o r e  i n c o m e .  

QUESTION: A r e  y o u r  c i v i l i a n  c u s t o m e r s  any l e s s  c o n c e r n e d  wi th  
q u a l i t y  output  and q u a l i t y - c o n t r o l  f a c t o r s  t han  the  m i l i t a r y  c u s t o m e r s  ? 

MR. SKUCE: I d o n ' t  b e l i e v e  so.  I b e l i e v e  tha t  t he  m i l i t a r y  a r e  
m o r e  p r o m p t l y  v o c a l  about  it than  c i v i l i a n  c u s t o m e r s ,  and t h e y  i n s i s t  
that  the  c o n t r a c t  be  fu l f i l l ed  with qua l i ty  p r o d u c t .  Many  t i m e s  a d i s -  
s a t i s f i e d  c i v i l i a n  c u s t o m e r  j u s t  won ' t  s ay  any th ing  to the  s u p p l i e r ,  but 
he d o e s  not  buy f r o m  h i m  aga in .  

Tha t  does  not m e a n  that  the  m i l i t a r y  would con t inue  to buy, i f  i t  
has  t r o u b l e ,  but  the  p r o d u c e r  has  a b e t t e r  o p p o r t u n i t y  to f ix  h i s  q u a l -  
i ty  p r o b l e m s  to m e e t  the  t e r m s  of the  c o n t r a c t .  

A c i v i l i a n  c u s t o m e r  m a y  not say  any th ing  excep t ,  "I won ' t  buy  any 
m o r e  of h i s  p r o d u c t .  " A p o o r  q u a l i t y - c o n t r o l  job wi th in  the  p lan t ,  that  
r e s u l t s  in  b o r d e r l i n e  m e r c h a n d i s e  ge t t i ng  out, m a y  add a l i t t l e  t e m -  
p o r a r y  ga in  to the  m a n u f a c t u r e r  b e c a u s e  he has  r un  on the  low s ide  of 
q u a l i t y  s t a n d a r d s ;  it is  a f a l s e  e c o n o m y ,  b e c a u s e  p r e t t y  soon  peop l e  
a r e  go ing  to be a l e r t e d  to the  fact  that  they  a r e  not  ge t t i ng  ful l  va lue  
f r o m  that  f i r m ' s  p roduc t ,  and they  wi l l  buy s o m e w h e r e  e l s e .  
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It m a y  not  be enough  fo r  c u s t o m e r  c o m p l a i n t  to the  m a n u f a c t u r e r ,  
but  it  m a y  be  e n o u g h  to l o s e  the b u s i n e s s .  If  t h e r e  i s  a d e m a r c a t i o n  
b e t w e e n  the  two,  I wou ld  s a y  you have  a l i t t l e  s h a r p e r  m e a s u r e m e n t  
on m i l i t a r y  o r d e r s  t h a n  you  have  on c i v i l i a n  o r d e r s .  

QUESTION:  M r .  Skuce ,  I would  l i ke  to h a r k  b a c k  to y o u r  i n c e n t i v e  
d i s c u s s i o n .  In e s t a b l i s h i n g  t h o s e  two goa l s ,  t h o s e  two s p e e d s  you  m e n -  
t i one d ,  how m u c h  does  the  l a b o r  un ion  p a r t i c i p a t e  in  t h o s e  d e c i s i o n s  in 
y o u r  c o m p a n y ,  s i r  ? 

MR. SKUCE:  T h e  l a b o r  union wi l l  a l w a y s  be  i n t e r e s t e d  in what  is  
c o n s i d e r e d  to be  a f a i r  d a y ' s  w o r k  fo r  an  e m p l o y e e ,  and you  s h o u l d  
d i s c u s s  wi th  t he  w o r k e r s  and  the  u n i o n  what  y o u r  p l ans  a r e .  If  you  don ' t  
do tha t ,  you  a r e  ju s t  a s k i n g  for  t r o u b l e .  A w e l l - i n f o r m e d  union  s t e w -  
a r d ,  w e l l  i n f o r m e d  about  what  m a n a g e m e n t  i s  t r y i n g  to a c c o m p l i s h ,  
h e l p s  to d e v e l o p  a m o r e  h a r m o n i o u s  o p e r a t i o n .  

If  you  t r y  to f o r c e  s o m e t h i n g  on e i t h e r  the  w o r k e r s  o r  the  union 
you  a r e  a s k i n g  f o r  t r o u b l e .  O r d i n a r i l y  you  don ' t  have  too m u c h  t r o u b l e ,  
i f  it  i s  a r e a s o n a b l e  r e q u e s t .  At t i m e s  you  have  to t ake  a f i r m  s t a n d .  
By and  l a r g e ,  i f  you  a r e  r e a s o n a b l e ,  you  wi l l  avo id  t r o u b l e .  

QUESTION:  S i r ,  I b e l i e v e  you  s a i d  tha t  G o v e r n m e n t  c o n t r o l  s h o u l d  
not  be  i m p o s e d  u n l e s s  the  m i l i t a r y  d e m a n d s  on the  N a t i o n  w e r e  s u c h  as  
to cut  s h a r p l y  into  the  c i v i l i a n  r e q u i r e m e n t s .  

MR. SKUCE:  R igh t .  

S T U D E N T :  W o u l d n ' t  t h e r e  be  o t h e r  s i t u a t i o n s ,  s u c h  as  t i m e s  of  
d e p r e s s i o n ,  when  G o v e r n m e n t  c o n t r o l s  would  be  r e q u i r e d ?  

MR.  SKUCE:  Not  o v e r  c o n s t r u c t i o n  and p r o d u c t i o n .  To s t a r t  with,  
how do you  e s t a b l i s h  an  o v e r a l l  c o n t r o l ?  What  is  the  j u s t i f i c a t i o n  fo r  
e s t a b l i s h i n g  an o v e r a l l  c o n t r o l  ? 

C e r t a i n l y ,  i f  t h e r e  is  an  abundan t  s u p p l y  of  m a t e r i a l s ,  w h i c h  would  
be  the  c a s e  in  a d e p r e s s e d  p e r i o d ,  it i s  not  the  G o v e r n m e n t ' s  b u s i n e s s  
to d e t e r m i n e  output  o r  to t r y  to d e v e l o p  a m a r k e t  f o r  a u t o m o b i l e s ,  o r  
fo r  p l e a s u r e  b o a t s ,  o r  what  not .  I don ' t  s e e  how it  c o u l d  do an e f f e c t i v e  
job .  

The  a c t i o n  G o v e r n m e n t  m i g h t  t ake  would  be  to g ive  e m p h a s i s  to 
r o a d  b u i l d i n g  o r  o t h e r  pub l ic  i m p r o v e m e n t  tha t  the  c o u n t r y  n e e d e d ,  and  
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m a y b e  to ho ld  off a l i t t l e  b i t  on s o m e  i n v e s t m e n t s  of publ ic  funds  in 
t i m e s  when  b u s i n e s s  i s  r e a l l y  h igh.  

It was  s u r p r i s i n g  to l e a r n ,  when  t r y i n g  to ge t  r i d  of Wor ld  War  II 
c o n t r o l s ,  that  t h e r e  w e r e  v e r y  m i x e d  f e e l i n g s  on the  p a r t  of  the  pub l i c .  
T h e r e  w e r e  s o m e  peop l e  who b e l i e v e d  that  c o n t r o l s  shou ld  be c o n t i n -  
ued  wh ich  f a v o r e d  t h e m ,  b e c a u s e  they  did not  want to put t h e i r  s a l e s  
f o r c e  b a c k  to work .  T h e r e  w e r e  s o m e  p e o p l e  in G o v e r n m e n t  who 
thought  t h e r e  ought  to be c o n t r o l s  b e c a u s e  t h e y  did  not  have  c o n f i d e n c e  
in A m e r i c a n  i n d u s t r y  and t h e y  thought  it cou ld  be  b e t t e r  m a n a g e d  by 
G o v e r n m e n t .  As the  G o v e r n m e n t  i s  not  se t  up to do the  kind of m a r -  
k e t i n g  job and the  k ind  of m e r c h a n d i s i n g  job tha t  n e e d s  to be  done  to 
s e l l  m e r c h a n d i s e ,  the  c o n t r o l s  w e r e  not n e e d e d  and e x p e r i e n c e  has  
p r o v e d  the  w i s d o m  of that  c o u r s e  of  ac t ion .  

In the  K o r e a n  p e r i o d  t h e r e  was a v e r y  s h a r p  an t ipa thy  t o w a r d  
c o n t r o l s ,  e v e n  though  t h e r e  was a c o m p e l l i n g  r e a s o n  fo r  hav ing  c o n t r o l s ;  
and the  c o m p e l l i n g  r e a s o n  a r o s e  f r o m  the  t r e m e n d o u s  d e m a n d s  c a u s e d  
by the  Sha rp  b u i l d - u p  in  ou r  i n d u s t r i a l  p lan t  and p r o d u c t i o n  c a p a c i t y  
of the  c o u n t r y .  

A l a r g e  b u i l d - u p  in  c o n s t r u c t i o n ,  r a t h e r  than  l a r g e  d e m a n d s  fo r  
m i l i t a r y  p roduc t i on ,  was  the  K o r e a n  p r o d u c t i o n  p r o b l e m .  F o r t u n a t e l y ,  
the  G o v e r n m e n t  e s t a b l i s h e d  e f f e c t i v e  c o n t r o l s  e a r l y  enough  in the  K o r e a n  
p e r i o d  so tha t  we did  not  have  coa t s  and v e s t s  and no pants ,  l i ke  in 
Wor ld  War  II. It was  an unpopu la r  o p e r a t i o n ,  but  a n e c e s s a r y  and 
s u c c e s s f u l  one .  

QUESTION: Sir ,  in y o u r  l o n g - r a n g e  p lann ing ,  to what  ex t en t  a r e  
you ab le  to f ix l a b o r  c o s t s ,  o r  a r e  t hey  a d i s t u r b i n g  f a c t o r  in the  p l an -  
n ing  ? 

MR. SKUCE: About  the  on ly  th ing  you can  do on bo th  l a b o r  and 
m a t e r i a l  c o s t s  is  to be  gu ided  by the  b e s t  i n f o r m e d  c o u n s e l  you can  
get ,  t ak ing  a look  at what  has  h a p p e n e d  in the  pas t  and the  t r e n d  in  
m a t e r i a l  and  l a b o r  cos t  l e v e l s .  

B a s e d  on  t h o s e  f a c t o r s ,  you can  p r o j e c t  about  what  y o u r  o p e r a t i n g  
c o s t s  m i g h t  be  o v e r  e x t e n d e d  p e r i o d s .  At the  s a m e  t i m e  you know 
f r o m  e x p e r i e n c e  the  e f fec t  of e x p e c t e d  t e c h n o l o g i c a l  i m p r o v e m e n t s  
tha t  you have  p l a n n e d  in  the  e n g i n e e r i n g  and m a n u f a c t u r i n g  d e p a r t m e n t s .  
You wi l l  a l so  t ake  in to  accoun t  the  new  f a c i l i t i e s  wh ich  you expec t  to 
e m p l o y ,  wh ich  wil l  p a r t l y  o f f se t  i n c r e a s e d  c o s t s .  
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Many of  the  p r o d u c t s  tha t  we m a k e  today  a r e  m a d e  wi th  m u c h  
h i g h e r  m a t e r i a l  c o s t s  p e r  pound of m a t e r i a l  and h i g h e r  l a b o r  cos t  p e r  
d o l l a r  hour ,  but  l o w e r  o v e r a l l  cos t ,  b e c a u s e  of  i n c r e a s e d  a u t o m a t i o n  
and i m p r o v e d  m e t h o d s .  

So, to a n s w e r  y o u r  q u e s t i o n ,  I s u g g e s t  that  you r e l y  on y o u r  e x p e -  
r i e n c e d  j u d g m e n t  p lus  what  o u t s i d e  he lp  m a y  be n e e d e d .  T h e s e  o u t s i d e  
h e l p s  m a y  be  b u s i n e s s  p u b l i c a t i o n s  by s e r v i c e  o r g a n i z a t i o n s  tha t  you  
s u b s c r i b e  to.  Many o f  t h e s e  g ive  f ine  e c o n o m i c  a d v i c e  in  c o m m o d i t y  
f o r e c a s t s  and  e s t i m a t e d  l a b o r  e a r n i n g  r a t e s .  F r o m  the  c l e a r  v i s i o n  
of  h i n d s i g h t  and  f r o m  a b a l a n c e  of j u d g m e n t  of the  fu tu re ,  you h a v e  to 
say,  " T h i s  is  w h e r e  we a r e  go ing  to peg  it .  " 

As you go a long,  t h e r e  i s  one  t h ing  s u r e  about any p l a n - - w h e t h e r  
the  c u r r e n t  y e a r ' s  p lan  o r  long  r a n g e  p l a n - - y o u  can  be s u r e  you  wi l l  
h a v e  to r e v i s e  i t .  No th ing  h a p p e n s  jus t  the  way you p lan  i t .  H o w e v e r ,  
you  a r e  m u c h  b e t t e r  off wi th  a c a r e f u l l y  thought  out p lan  as  a s t a n d a r d  
tha t  you can  m e a s u r e  p e r f o r m a n c e  a g a i n s t  as you go a long,  than  to 
have  no p lan .  R e v i s e  y o u r  p lan  as c o n d i t i o n s  w a r r a n t ,  and t ake  c h a n g e d  
c o n d i t i o n s  in to  accoun t  as you get  c l o s e r  to the o p e r a t i n g  p e r i o d .  T h i s  
y e a r  you look  5 y e a r s  ahead .  The  o b j e c t i v e s  for  1961 wi l l  l ook  d i f f e r e n t  
nex t  y e a r  when  it i s  4 y e a r s  away.  You wil l  be  s h a r p e n i n g  up the  1961 
p l a n  as  you go a long .  

QUESTION: I would  l ike  to c o m e  b a c k  to th is  q u e s t i o n  of G o v e r n m e n t  
c o n t r o l s  in a p e r i o d  in  which  it i s  c l e a r  that  we a r e  h e a d i n g  into t r o u b l e ,  
w h e r e  s h o r t a g e s  have  d e v e l o p e d ,  and  that  s o r t  of th ing.  Would y o u r  
c o m p a n y ,  o r  you, p r e f e r  to use  c o n t r o l s  that  go a c r o s s  the  b o a r d  when  
t h e y  a r e  put on, o r  would you l i ke  us to, say,  e a s e  into the  spo t s  as  t hey  
o c c u r  ? 

MR. SKUCE: You c a n ' t  put an o v e r a l l  p r o d u c t i o n  and c o n s t r u c t i o n  
c o n t r o l s  qu ick ly .  T h e y  a r e  not  tha t  e a s y  to i n s t a l l .  The  f i r s t  t h i n g  
you do is  to i d e n t i f y  the  m i l i t a r y  n e e d s  by s o m e  k ind  of s y m b o l ,  and  
i s s u e  a r e g u l a t i o n  (if  n e c e s s a r y )  to r e q u i r e  i t  to ge t  p r i o r  a t t e n t i o n  to 
r e g u l a r  c i v i l i a n  r e q u i r e m e n t s .  T h e r e  m u s t  be  no q u e s t i o n  about  m i l -  
i t a r y  n e e d s  b e i n g  p r o d u c e d  in  a c c o r d a n c e  wi th  s c h e d u l e d  r e q u i r e m e n t s .  

It t a k e s  a whi le  to ge t  the  m i l i t a r y  p r o c u r e m e n t  job done .  Whi l e  
tha t  i s  go ing  on yo(~ b r i n g  t o g e t h e r  a g r o u p  of p e o p l e  e x p e r i e n c e d  in 
o v e r a l l  p r o d u c t i o n  and  c o n s t r u c t i o n  c o n t r o l s  to pul l  t o g e t h e r  the  f r a m e -  
w o r k  of t h o s e  c o n t r o l s  and  the  o v e r a l l  r e q u i r e m e n t s .  You have  l i k e l y  
h e a r d  p e o p l e  say  that  i t  t a k e s  about 6 m o n t h s  to ge t  in to  an o p e r a t i o n  
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l ike  CMP.  It t a k e s  a few w e e k s  to deve lop  C M P  r e g u l a t i o n ,  f o r m s  e tc .  
That  i s  not the  p r o b l e m .  It t a k e s  s ix  t h o u s a n d  peop le  in  an a g e n c y  l ike  
N P A  o r  WPB to o p e r a t e  CMP;  and they  have  to know what  t hey  a r e  doing .  
It t a k e s  about  four  t h o u s a n d  peop le  in the D e p a r t m e n t  of D e f e n s e .  It 
t a k e s  a lot  of  p e o p l e  in i n d u s t r y  to w o r k  on an o v e r a l l  p r o d u c t i o n  and 
c o n s t r u c t i o n -  c o n t r o l  s y s t e m .  

It t a k e s  t i m e  to change  g e a r s  f r o m  low to h igh  r a t e s  of  m i l i t a r y  
p r o d u c t i o n .  If you f i r s t  i den t i fy  m i l i t a r y  o r d e r s  so t hey  a r e  p r o d u c e d  
in p r e f e r e n c e  to c i v i l i a n  r e q u i r e m e n t s ,  you have  s o m e  t i m e  to w o r k  
into o v e r a l l  c o n t r o l s .  Th i s  t i m e  p e r i o d  g ives  an o p p o r t u n i t y  to " m a n "  
for  the  job ahead .  

The  f i r s t  s t ep  is  i den t i f i c a t i on ,  of  m i l i t a r y  o r d e r s .  Th i s  i s  i m p o r -  
tan t .  A f t e r  Wor ld  War  If, in a m e e t i n g  in th is  r o o m ,  we t a l k e d  ~.t 
qu i te  s o m e  l eng th  about  what  we would do if we had a n o t h e r  e m e r g e n c y ,  
f r o m  the  s t andpo in t  of c e n t r a l i z e d  c o n t r o l ,  and I s t r o n g l y  u r g e d  a g roup  
o f  o f f i c e r s  in th is  r o o m  to t ake  the  c o u r s e  I am d e s o r i b i n g .  We app l i ed  
it  when  we got into the  K o r e a n  t r o u b l e .  

I r e c o m m e n d e d  that  we avoid  u s e  of a p a t t e r n  of p r i o r i t i e s  of  
d i f f e r i n g  i m p o r t a n c e .  In Wor ld  War  II i t  l o s t  us  20 p e r c e n t  of p r o d u c t i o n  
on c o m p o n e n t s  unti l  we nu l l i f i ed  the  e f fec t  of p r i o r i t i e s  by " f r e e z i n g "  
o r d e r  b o a r d s .  If we do a good job of m a t c h i n g  to ta l  d e m a n d  a g a i n s t  
to ta l  supp ly  a l l  a u t h o r i z e d  p r o d u c t i o n  can  be a c c o m p l i s h e d .  

It m a k e s  no s e n s e  to m a t c h  the  d e m a n d  a g a i n s t  the  supp ly  and then  
i n j e c t  a lot  of d i f f e r e n t  g r a d a t i o n s  of i m p o r t a n c e  tha t  m e r e l y  u p s e t  
the  s c h e d u l e ,  b e c a u s e  it t h r o w s  in  an a r t i f i c i a l  f a c t o r  that  i n t e r f e r e s  
with good p r o d u c t i o n  p l ann ing  and s c h e d u l i n g .  T h e r e  m u s t  be  an i d e n -  
t i f i c a t i on  of what shou ld  be p r o d u c e d ,  and we want  a l l  of it p r o d u c e d  
wi th in  the  g iven  p e r i o d .  

QUESTION: Sir ,  d u r i n g  y o u r  t a lk  I was t h i n k i n g  about  th i s  concep t  
of o r g a n i z a t i o n  that  a c tua l l y  g ives  top m a n a g e m e n t  i t s  c o n t r o l .  One of 
the  t h i n g s  that  i n d u s t r y  no doubt has  adop ted  f r o m  the  m i l i t a r y  has  b e e n  
i t s  l i n e - a n d - s t a f f  c o n c e p t .  I a m  w o n d e r i n g  if  you f ee l  that  is  the  m o s t  
e f f e c t i v e  way to c o n t r o l  l a r g e  i n d u s t r y  and m u l t i p l e  p lant  o p e r a t i o n s .  
Maybe  you wi l l  g ive  us a c o m m e n t  o r  two about o v e r - s t a f f i n g ,  o r  u n d e r -  
s ta f f ing ,  as  it a f fec t s  the  l i n e .  
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MR. SKUCE: Y e s ,  I do. I b e l i e v e  in d e c e n t r a l i z a t i o n .  I b e l i e v e  
a l so  that  a b u s i n e s s  of  m u l t i p l e  m a r k e t  p r o d u c t  l i n e s  a n d / o r  m a r k e t s  
c e r t a i n l y  m u s t  have  a m a n a g e r  o v e r  e a c h  one  of i t s  m a j o r  i n t e r e s t s ,  
and  he ought  to be s e t  up l ike  the  p r e s i d e n t  of a c o m p a n y .  

L i k e  m o s t  c o m p a n i e s ,  we f i r s t  s t a r t e d  with c e n t r a l i z e d  m a n a g e -  
m e n t .  D i r e c t l y  a f t e r  W o r l d  War  H we d e c e n t r a l i z e d .  We have  an 
o p e r a t i n g  v i c e  p r e s i d e n t  in c h a r g e  of e a c h  c o r p o r a t e  d i v i s i o n  and  l ine  
and  s ta f f  v i c e  p r e s i d e n t s .  E a c h  o p e r a t i n g  v i c e  p r e s i d e n t  r u n s  h is  
c o r p o r a t e  d i v i s i o n .  E a c h  one has  a p r o f i t - a n d - l o s s  s t a t e m e n t .  E a c h  
one  has  h i s  own t e a m .  T h e y  d r a w  on the  s e r v i c e s  of s ta f f  o r g a n i z a t i o n s  
as r e q u i r e d .  

QUESTION: I want  to a s k  a n o t h e r  o r g a n i z a t i o n a l  q u e s t i o n .  In 
s o m e  c o m p a n i e s  we n o t i c e  tha t  i n s p e c t i o n  is  u n d e r  the  v i c e  p r e s i d e n t ,  
d i r e c t l y  u n d e r  the  p r e s i d e n t .  In o t h e r s  i t  i s  d e c e n t r a l i z e d ,  s o m e t i m e s  
down to s o m e b o d y  who w o r k s  fo r  the  f o r e m a n ,  in c h a r g e  of p r o d u c t i o n .  
What is  y o u r  op in ion  as to the  p r o p e r  p l ace  of i n s p e c t i o n ,  that  is ,  i n -  
s p e c t i o n  in  a c o m p a n y ?  

MR. SKUCE: Tha t  is  a v e r y  po in t ed  and s i g n i f i c a n t  q u e s t i o n .  The  
m a n  in  c h a r g e  of qua l i t y  c o n t r o l  m u s t  have  the  r i g h t  to c o n d e m n  a p r o d -  
uct i f  not  of s a t i s f a c t o r y  qua l i ty .  Obvious ly ,  if  he is  w o r k i n g  for  the 
f o r e m a n ,  he  wi l l  have  t r o u b l e  c o n d e m n i n g .  He shou ld  not be  a m e m b e r  
of the  p r o d u c t i o n  d e p a r t m e n t .  He shou ld  r e p o r t  to the  s ta f f  e x e c u t i v e  
c h a r g e d  wi th  the  Q . C .  func t ion .  

He shou ld  r e p o r t  d i r e c t l y  to the  m a n a g e r  O r v i c e  p r e s i d e n t  at 
d e p a r t m e n t a l  l eve l ,  and func t i ona l l y  to the  p r e s i d e n t ,  o r  c o r p o r a t e  
d i v i s i o n a l  o p e r a t i n g  v i c e  p r e s i d e n t .  He shou ld  not r e p o r t  to the  v i c e  
p r e s i d e n t  in c h a r g e  of p r o d u c t i o n  o r  to a p r o d u c t i o n  s u p e r v i s o r .  

He m u s t  be  ab le  to say,  "It  d o e s  not  go.  It i s  not  good  e n o u g h . "  
And he m u s t  be  ab le  to m a k e  h i s  p o s i t i o n  s t and  up. If he i s  p a r t  of 
the  p r o d u c t i o n  shop  he m a y  be c o e r c e d  in to  s ay ing ,  "I  g u e s s  it w i l l  be  
a l l  r i g h t .  " Th i s  is  not  a f a v o r  to the  c o m p a n y .  It e n d s  up wi th  a 
c o m p l a i n t  that  c o s t s  m o r e  m o n e y  than  i f  t hey  f ixed  the  p r o d u c t  o r  
c o n d e m n e d  it  at the  p lan t .  

D 

COLONEL BILBO: Mr .  Skuce,  on b e h a l f  of the  I n d u s t r i a l  C o l l e g e ,  
I want  to t h a n k  you fo r  a v e r y  i n t e r e s t i n g  and i n f o r m a t i v e  l e c t u r e .  
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