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INTRODUCTORY REMARKS - COLONEL IRVING J. OARR, B, C.
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"Qﬁc“

Gentlemen:

This morning Colonel Swann 28 to talk Yo us on e
subject that we are very much anterested in, and thet subject
is “Production Planning” end ";mgress Reports™,

PThis is an intengible problem the asolution of which
we must get from businese men who, from therr own experisnces,
have adopbed izrac;icab},e systeme of planning and checkaing pro-
duction in their own establishments. Branch and District Chaefs
. mast heve this information. Reports on progress of produetion
;re essential throughout our chein of procurement sgencies, each
adapted to the particuler neadk‘ of the agency concerned.

¢

: Colonel Swann is President of the Federal Phosphorue
Company e.::;d the Pederal Abraeive Company, besides two ppwer com-
panies. He Has followed our course for the past two weeks and
hes been of great sssisbance to us and To the Planming Branch,

“ Office of the Assistent SBeorebtary ¢f War, in givang advice on
the subjedt in question.
I talkte \gx-aw!s plessure in introducing (olonel Thectore

BWann.

i.
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Guetlemen: >
in planning yr@déatiou for next year the Sales
Department of our compeny always prepares a plan of what Vhey
expect to sell, who they expect to sell to and in what quanbity;
they compare bhabt with ths quantaby consumed by each partacular
sonsorn during the ppevicus yesrs. In our cwn oase wo sbarted
in business in 1833; tha{'al records were nobt very good but from
1922 on there was a good comparison. X keep a Data book that
shows each lerge ocompany we deal with, the exact quantity they
ues by anths, years a8 well as quarbers.
“ To give you & tangible example of the benefit and
value of proper planning shead I would iike to sey to you that
I sympathyze with you gentlemen; you are working on the intang-
ivle, something you cannot sse - on plans you feel will not be
exsoubed in your cwn life time, whersas in business we sese that
which is plernned take place and the mistakes which are thersby
mede corrected accordingly.

%e shipped ninety-three and one-half (933%) percent
of onr capueiby last yesr. Business was inoreased aboub eleven
(11%) percent over that of the previous year. It could be seen
that enother furnsce might be considspred necessary to sare for

our work. The otrganizebion ns & whole thought so, although I

1
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was & little skaytéeal. ¥e wend over all our records and
finally flgured out that fifteen of our largest customers took
ninefy-five (96%) percent e;f our products. We analyzed the
individual conditions of those customers as we knew it to mctual-
ly exist. We found “ché inorease that would take place and sssum-
ing that 1% would be business that would be unprofitable we
decided we could afford to buy in the open market to meet the in-
oressed demand, peying considerable above cost if necessary.
Consequently we deoided not to instell the new furnece. I%t so
happened thet business did fell off, bub we were still running
at capscity., BSome of our competitors who hud expanded were run-
ning below capacity. Without a budget system, proper plenning
and analysis we would have made an investment of §260,000 for
that new furnace. H

) The work of the budget is carried on by the Sales
Department. It is passed around to all deparitment heads and
everyone takes s shot at 1t. The Treasurer perticulerly gives
very careful abtention to his records. M’t:%r weo decide that
that is the budget we are going to adopt, & list of raw materials
is made up to cover the ykarts operations., We tabulste where
these meterials can be yurcha;eé, where we are now purchasing
them, the prices we are now paying, and 80 on., When you throw
& whole yeur's supplies togebher it becomes & substantial sum.

As compared to the Governmentts pxpendatures 1t may seem small

but while our business is only about $4,000,000 a year we have

w
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to meke money out of that. We take the entire list of meterials
and can intelligently go about planning the year? 5 operabions.

it is all right to plen to make your seles budget,
your operating budget, bub the nexb q?aaﬁion is « how near are
you going to come to the budget. We have s weekly comperative
report of operations ané budget and in there is kept the furnece
num’ber,}the da;ms Yud, the percent dslays to !da’c.e, and other vital
data perteining to operations. ¥For emample when you keep an elec-
trieal furnace constently running 1t means loss of operation. We
expected to pr?duc“e acld at 2 5542 ,000 pounds & month, we actually
produced 2,471,000 pounds; we expected to use power at 7,872,000
KW., we used 3,772,000 K.M. That very raadiz.ly accounts for why

by
we made an improvement. We made lower percentage of lost time,

%

therefore we ussd more power and 1% neburally follows there was
}

nore predustion. >

Under finished materisls of produchbion %o meet rate
and budget the same date 1s furnished, also the stocks on hand.
Tie build up stocks to the cxbent thought desireble. W.th a ve~-
sord of that sort any mensgement can know ebsolutely what they
are doing. We keep our record on a printed form. There 18 &
man in our Qperating %epar%meat appointed to follow that record
sll the time., I do\ not logk at the report daily bub he keeps
it up. 7T do not beligve thet ik 18 always necessary or desirable

to have dsily records ~ they only meen work for some one - bub

therc are some reports you do want daily,

S 4, kY
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That is Just such & control as you ars talking
about having for the Chisfs of the different supply branches.
1f he had one of these agests he would know just whel was going
on « if you had decided on your budget, II your budget showe M
plus 12 and you do not expect to get anto production until after
four months you could tell just how far you were advaneing. I
oan tell what our rate of productbion is we compared to the budgst
chert on trensportablon, power, recovery, etc.; if they are all
right I do not bother, if not all right I commence figuring to
ascertain the reason.

in peeoo time some younger officer will be sent in
to Washington and will be debailed to follow your records. There-
fore you must have them built up so that if everything s not all
right he will be able o find the cause in a short time.

Personally, I am more vitally inberested in shipments
then in anything else., I have Yo do with the peles, consequenily
the delivery thersof. People used to wire "Has such-and-such a
oar been shipped?™, and we would have to institute all sorts of
tracers to follow the var. In order thet I cen snswer these ques-
tions immediately we now have & daily shipping report thet sairies
a record of the shipments made to date as well as the corrssponding
date last monthe I glance at it and if we ere rumning up to shipe
ments of last month, everything is 2ll rght. It cerries the cay
number, the customer shipped to and the galue and gross number of

pints thet we send out.

.
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At the Birminghem office we wre sboub sixby-five
miles from the plant. I have been to the plant about thres tames
in the list five monbths. The sontrel 1s so well worked out thet
it is 8 waste of time w visit thet plent perscnslly. The ship-
ping report that I spoke of gives us the control desired.

In & major uwnit there is nol much sbbentipn paid to
the produstion of days gnd wecks so we have s monbhly budget. A
“enmpariaen is burned out of the budget and ecbuel operations for
the mont;h, the acturl ircrewse and deorsase, for the monbh of
iﬁamh our grand botal showed 8 slight inorease amounting to about
five (B%) pevoent. 'Yhet is followed through by the first quarter
budgete When the end of the first six . onthe is over we will
make the first one~half comparison; then the yearts is followed
thirough in the seame manher. By such & conbrol as that e man cen
within & few hours handle four pperating companies and does not
nesd o ,;:;mn& more&than ;swa hours & day lo:;ks.ng over the mansge-
ment of all of them, .

¥hen I reburn to Birminghem I am going to cell on
Colonel 8Stoll and try to sell the ides to he and cther represen-
tative busingss meh Yo accept your tenbative orders. I ocan talk
o them in a different way than I eould before; I can tell them
how ’ﬁhs{ planning ie¢ being carried on. On lash Wednesdey I thought

there were several things we could suggest; we foolishly sug.ested

"ene or two of them - I noticed Major Hanley smile, Out of all the

things we suggested (the other reserve officers of the olass and

G
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myself) we Qwa found thet bhere was not m solitary thing we could
$hink sbout thet hed not been’ teke care of previously or ab lesst
was being planned for. You have been doing the intangible bub you
have Been ocarrying 1t on along logical, business lires. If I oould
leave but one thought with you I would be sabasfied with my teip
‘up here, Thab thought ie that thus work will pay the Government,
will beye great provestion against war, and is being cerried on
avely day in every successful ?bt:zsmasa. Vit I am going b0 aay to
those people in Alebema is that this is & good business insurdnce.
Out of all thig work I ss¢ a development coming of the so~callsd
strategio war materials. You sre going to start people thinking
along bthose lines and substitubes will be developed far bebtier then
the originals.,
Qur operative budgets are sonsoclidated into an Annual
Operabing Budget. Eﬁ*e@y bill of raw materiale we expesct to use,
freights, lsbor, eto.; is comsolidated. To follow thae through is
sn inberesting thing. We not only budgebt raw meterials, labor,
required freight, ets., bub we alséd budget what the &al;me sheet
is going %o be « the business side. You do nob have Bo worry quite
o mush sboud that in the Government. Ve meke up & balance sheet,
we have ours now for December Jlst., Fach deparbtment mekes 1bte own
sstimatos; the Tressurer used to do all this but that was wronge
y The user should always estimate for himselif; we go over the esbime
ebion and if we fing '&ny‘bhiﬁg wrong we asgk aboub the item in question,
Yo have nuwfes similar to those you are proposing to
use showing when we expected to ree@;we e certain commodity end the

s

’ Te



B PTTEITARRT T SRR
-

-~

w

SR A S S U ¥ RS S i R G A
i
El

o 4

dste upon which it was actually received.
' Another i1bem we have tb teke care of, when nscessiby
ceuses us to do so, is shipping in tunk cars. ' We are the only
congern shippang phosphoric seld in tanlk ocars. These cars have
to be speoially prepared; you ocan ned rent tank cars becauss the
scid destroys the vars in about two yesrs time. You do not want
any more cers on hand then is nscessary. We have 8 big chart on
the wall in the shipping department giving the location of every
tank oar, twenty-four in numbers The car is "pegged” for its
trip; we keep mwwing the peg showing the acbusl locadion of the
car. 1 used to heve toc guess on exech locabivn of the cers some-
$ines but with this record I can now check e9sily. If the car is
on the move, we have a postal card system in operation - a card,
which we have previously sddressed to ourseives, being mailed in
every day showing the location, time of arrivel and deperturs of
tha‘car from a aértain point« We ars conssquently eble to trace
those cars with & minimum of effort. :

We now cowe to the guostion of reaw materials and
where to get them., During The war I was making ferro manganese.
e found this unfrofitebls later. When you go to balancing shap-
ping against high c;as‘b of damestic qres you mey find Thal the
cosh of mapufecture 18 too high., Hewever if necessibty comes and
shaipping ig cut n;&é‘s I an cnﬂ:{’fﬁen‘b that this iaaunﬁry can be
gself«sontained in ferrvo mangsnese - abt & copt, of course.

¢ hed cur business gone over by the best metallurg-

'18%6 there were to see what could be done with it. Have you ever

1 ¥
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wondered why all t?? brass mills ere loceted in Connecticut; why
sll tﬁe gotton mylls in New England? E?rue enough the cobiton mills
are now being moved Saut?. Weo would teke s map and write on it
the locetion of fe;ro tungsten or other ores located during this
inveabigation; another mep sovered the prindéipel points of manu~
facture, the ?rincipal conpuming pointe, efe. Ve vould look al
those maps and tell where we ought to draw or ship maberisls. I
: never read twenby-three of the reports which were mads. I came
to ons marked "Ferro Phosphorus”. - That brought the question of
phosphorio scid and what 1t was Yo my mind. I did not know whet
thet product wes used for. I found that Florida was the greatest
préduoing State, Ta&n@ssee next. Thet wes before the western de-
posite were known., Alebama was substantially midwey between
Tennepsce and Florida; we hed ocke and had electrical power, 50
1 decided thet phosphoric acidwwns sgmethzﬁé thet belongsd in our
section. We sterted the plent in 1921; today we are producing
over fifty percent of all the phesphoric acid produced in the
United States. i
How can & little business of a concern the size this
one originally wes develop to & point where it can tske care of
over Pifty (50%) percent of the total reQEirements of an rbem?
1t is so economically sound with relstion to the locsbion of raw

P

meterials, its markets, and othsr vatal elements that its cost

Kl

48 less then uny other convern's. Sixty-two (62%) peroent of
the autput was gold to our competitors cheaper than they could

make it themselves. You cannot sbop e business located on theb

5
4

basis. Y.
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There ip only one plant preducing white phosphorus
on the Canadian border; aasuming thet Cansda would be an Ally
in oase of an tmergency, is that any reason for the Government
%o haul from Florids or by rail from Temnessee during tames of
peace. Government plants should be locatedon the sape basio,
fundamental faocts that industry locates 145 Plants. In wap time
requirements will be f‘arérﬁve Yo seventy-five percent times
the present figure,

In & few years from now when You heve finished this
peacs planr;.ing study, you will heve rendered s great aid 4o induge
try by carrying out your ideas, The busiéi;sa men who come here
and see the character of study you are following are getting ideas
in their heads as to whether the same methods could be applied to
their own businesges,

In December 1884, T told our Selss Manager we woulg
not take &Ny more new sustomers; we would quote high enough prices
to keep them awsy. We then starteq looking for something else to
do.

®e found that aluminous abrasives could be made., we
had coke, cast wnn’, ete. I wondereq why they were shipped 1n
to Niagars Falls, on acoount of the exgessive ‘freight rates, In
Taot thers is no more excuse for the abrasive industry ag Hiagary
Falls then for us to sell rafrigarating mechines to the Eskimos,
Aluminous ebraesive plants in Alabamg are euonomi:oally located

and are making roney,

1g,
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e then lcokaé for somebhing else bo Biart on. By
the seme method of plamming, caloium carbide was located. That
is mode out of ‘coke and limes fured togebYher in & electrical fur-
nece, This industry was formerly locabed a% 8ious St. Merie. Wath
the prevailing high freight rates there was a good profi% in it
for us. K

You get the point in all this ~ Looate your industry
correstly; nature will teke cars of the rest, You taks & businese
fairly well established, correctly locmted, and it will sicoesd
bayond tha’s( of g business extremely well managed but incorrsetly
located, e are spending one hundred thousend dellars s year Lo
finfif oub what belongs in Alabema, or should be moved thers. When
we get a little money svailable we will start domething else., If
that applies in business it will also apply in your work. We are
doing jm‘; a8 mach planning se you are doing; if industry finds
thet it peys bto %mka its ovwn money and spend it, it would pay the
United Sbates bo spend ibs money elsc.

The State of Alabame is doifig 3 pisce of work I wou.d
like to miz you sbpit. I was the State Cheirman of Alebeme for
the Southern Txposition, and I x-;:alizeﬁ to what extent lga@pie weyre
ignorant of the resources of Aleabema. I belisve that %e@:’a Borece
Gra;alay alive today he would say, "Young man go South to Alabema®,
Theb is based on the nstural rescurces of the 8tate. The Governor
called a convention of ‘buﬁimaa‘men together and said he wanted an
inventory of the resources of the State of Alabame. He appointed

& commission of gevm, the Alebsma lndustrial Development Commission.

i1.
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Qent}.emn, those members ere perving wishout gs:y - are not even
getting thewy e;;pense&. Phat will eliminate politicians applying
for the piwsi%sions. They will beve 8 small fund, $60,000, to
enploy teochnical men who are going do meke an mventagy of svery
aa’l;xwal pesource in the Btate of Alabams, what is consumed with-
in the State, what should be made from the rew mabte ials within
the Stete, and what shipped out. They are going to publish those
in pamphlete on each materaal, dealing only in faots. With s survey
L& ihat kind, conduoted slong gemersl lins, the Stete of Alebans
ig goang to bring new industry down South and will bring slong
with 1t an ancyreasse :h;x taxes whieh will far ouﬂ:w%igh the smount
of money neoessary %o be spens at the particulay mement.

v 1f you genblbbmen on this work could only geb & wision
into the future as %o the velue of your work to industry snd,
herefore, bto the !mi’eeéﬂ states ag a whole, you would feel you
are doing something what wes going te pay sven in péacs tine.

1 do not think there 1s ancther Reseres Officer who
hes had more experience than I neve hed in plaming er who is
makang it pey betier, ;‘nd T see possibilities in this work thab
you are doing that sre very gresbe--some few developments that
gre going to come which will pasy the whole ‘sost of the work, to
say nothing of the Industrial Preparsdness value.

gbop and thank what thad is goang tou lead to.

i
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In your progress reports how much dependence does
the head of any industry really put on the subordinates in re-
quiring normsl progress reports to come to them? How much does
the big execubive want to ses of the routine work the small exe-
cutives are doing?

AHBWIR
Sovsupcrnsangerel
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Absolutely nothing, if 1t is going all right, 2% not
going right, every single detail must be brought to his attention.
I 46 not even a’a‘t:" our sales - the Department head haz absolute
authority and corresponding responsibility., When I appropriated
£100,000 for reseerch, and was aypraachafi by the director regerd-
ing some guestion of personnel, I told him I W;a uninterested in
any phéase of the mabter except the results prodused, and would
judge only by same, The men in my oompany have more freedom than
in me? any other compeny. Lf the exeoutive fails to put the
resp@?aibx},ity on the othep man, then he has feiled in has job

¥

of vunning the compeny.

v

. 1 would lake to have you explasin Just one point. You
say the high éxecubtive does not wanb o know if everybhing is go-
ing right. Therefore, dows the higher exesubivs not have to dee

terming a system of reporte which will be so used, that sre so
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designed as t0 require the lowsr: éxeam&ives to submlt reports that
: con be traced through, 2f necessary.
AOVIR
A report should eover all operating debtails. If our
organizetion the system is 80 consiructed that each responsibility
from the chief vlerk up is so outlined that when anything goes wrong
and I ask for the rouble it can bs traced direetly to the start.

' Wathout such e cheek your system is no good. The value of thal,

o

gentlemen, is the wize of your COMPSAY o

~

' 1d.



