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Notesfrom Ford Co. visit
Moore

_.(.To understand oligop, go not to A. Smith, but_{. Post)
-Inst-l_advertigg family offine cacarſ__ _P.R. does this,

but straight_adverting is by each products in its div-n, hires its own-
agency.

a

Shannon interitedin familyfarm...Hentreprinttothemmy& Lighti
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Robert Barnard (for Dykstra)(from Chi)
Defence program, in Chi. Govt controls_bus, ad, etc,

• great defree! -Intercont, bomber

B-52; 7-100, F=101,~ 7-102;Jet enginesTanks
Automatic weapons...

Defense vehicles.

Fon't controls schedules

In Chi, mate's engine designed by P.&.W.
to make, how fast, I w. what modifications

You'`t inspectors go along line, watch methods
Profics are det.by renegotiation board...

-escort-fighters

Substantially unintegrated, except maybe at legal,fuel.staff level.. Little useful exchange of info._ Little_advertigg
effect, the is some effort that way by_P.R.,. bes Dykstra
opposes...

Objectives, in order of importance : Quality, scheduling, corts.._

Op. on fixed price contract w.
Gov't is hand bargainer

Plants get amortized quickly,
says is minor factor

You't tells how much

contract w.gov't, not cost

↑

One point is to keep hand in defence work

cost-plus.

com be used afterwards



Duffy
_/n

response

~maintain_prices.

I

to reduced_farm demond__+ hey cut outqui &

no very convincing explanation ofwhy._gives

I

|



Walker Wms.

155, lost leadership bes assembly plants_coln't_tumoutall_
cars clememded. Worked them 53. his a week.

Ford Co. puts out daily_op-g_control" sheet, thus
teaches them something of accounting, pushes them into usingit.

7 businesses in one.
tring material

Have mobile training unit for mechamics, so
assemble for salesman's school.

out

Can't depend on wordof mouth getting back to clealers

This is the channelsof_must put ideas in writing.
Ford Dealers Org-n.

Co. har manuals for dealers, send_

Dealers con swap info.
Dealer's inventory turns on are. 14 times/yr. Keep

20 day supply on hand, vary's much w . time. Othercos

keep more .

theyneedn't_

can,

come to Dealers School,

Ave clealer gets $823_gross profit
Expenses of $411, leaves $4.1.2, overallow #335 on
old leaves $17 net profit. -after deducting hissalary.

C.

on a car.



146, dealers made 12.890 ofsales..__

Fell steadily to 2.290 in 5.6. -
but muchgreater volume in '56....prewar, but much

On dealer inv.
138 1790
14.6 105-90
5.8 .1

Dealer's incomes are

of them. -from a "sample ".

"in

18.1.90 ofar

terrific

nour

are ter

money.

about sameas...

3 mo.s. ago, a new dealer policy_board. Theformer
hierarchy remains, but this isbut this is! new sounding board

don't he have individual opinions ?

system. W/o this,.co.
Service

over $100,000$100,000 , many

opinion

Service is main advantage of dealer fromchise
itself wd. have to set up

systems (why ?), expensive
Wm's philosophy:-- man _needsfranchine to( Yet the franchise " is easily terminable1)get him to invest_

1

1

I



F Ar Lilley

Ford Int.___excludes Camada—

Dagenham, Cologne, self-sufficient plants. Others
assembly plantsIs therelasecae integration

close

65,000 people,
more inventories ?

$468m , is cos 2d largest division
`a "fixed,conservative value" - so retums look

Grow's faster them U.S. sales. '49 -'55, tripled
·good as 70.

Expension cop in Eng.& esp. Ty. Shooting for $1b sales
next year.
_Line & staff_

Tech...consultants may fly.
1. Op-ms
2. Decisions rem
3 men

to Eng. ifneeded...

2. Rem.

responsibility is in overseas is.1. Basic responsibility.
U.S.. personnel,_c._100, supervising, other 64,900 , are over there

control mechanism. Once a yr, Belgian salesmer gives
objectives, I reviews plans w. staff. Then it's his responsibility
This is co. patter. Fly the division givesplans to Breech...
& Ford.

are

1

-

_U.S. has final say on major expenditure decisions.
3. Re..men.

-Imrl mgr selected at very top of Ford. Considered.
imptnt,gets.. Supervision, over

very
over the shoulder!no detailed

T



Lilley, 2

Overseas
a national.mgr_need notbe an American - is irrelevant, neednot be

Have series of mitgs,among foul cliv.no, to trainpersonnel
exchange info. I know-how.

Foreigners have tradition of orders from top down, theyfight
vs.it.

They seek outgood human material, rotate them, train them,
10-20 yrsyou ahead.Look

Mkt. share has remained about constant. Theygive figures inmbt shares, as always.

Each overseas w. is autonomous in advertizing - beamsitto
local inkt.

Ea. country tries to compel buyg. raw material locally, often_at hi pias._

Dagenham

Belgion_co_sellsall_Ford products in Br__notin Holland,etc.

"little_Rouge"._Self-sufficient. 200,000 cars
Thatis plenty large to achieve ecs of seale, sarp

isa
volume.
Lilley. They.are considering. 12,000 unit.open in Brazil.

Carry much langer inventories, overseas, due to vicissitudes
_of_trade!
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Tool& die tour

Theyusejustusejust
the world).guess

duplicate them, set
spare, in case of

(&(8_9
one die, as a rule, for all thecars made in 4.5.

Sometimes theyThere are
two lines. and they guirly make aup

trouble (including laber trouble)
No die is fully used,

They can.each car.
etc. At somepoint
reached it w. most......

in

there are_ dozens infally used, or few
speed Iem up, by using better.metals

becomes cheaper to have 2,__ but haven't___
about 600 an hour, camhour, cam A greatly.

stampings,

But
w. the larger presses, cannotget as many strokes per hour...

can't speed them up so much L.there is a disec. of seale)

_super

would do like H. 7. I.
more important..

Now if using one die to the utmost were so vital, they
But after.a while variety becomes

so they don't use die_to limit, but_
to some other, produce much variety. So that ee.

not exploited by large
change
of scale is

If small w.

are

wo. ed. tum outjust
for cars,

one line, & market
no need to have full line, wo be ok.

They buy 2 -3 diesfrom outside. Crowd could
die onto at Ronge. (Pink_exts, their connual
outlay.ut $75m.). Scalee . not in making dies, butusing them.

8½ acres

nkt for

LU .

A biges of scale is close programming, scheduling.
cuts down inventories , also packing for Shipment, inspecting, etc.( Taxes on inventories,too - thus liv.t. wd. discomage vertical integran .).
This also makes whole -op-a very vulnerable to wildcat strikes, etc._

Very-backward handicraft techn. in making clies



:ļHow many employees
Where located in

DickJohnson, offace, on JAW., which theycall "Supplementy,
_unempl_comp."

Whymotinu. m co.

To what extent use incentive payments.?..
plam:

w.

Co pay 54/m inte_Frust find for all hourly
employees. This limits their obligation.

are on annual, how manyon other ?
T.O,

Max. ben: $25/w/
Max time: 26 wks

Varies w. seniority, regularing,I levelof trustfund.
Normal layoff is just_

4-5 wks.

Employees get credit units for time, & the value varies.I
level of fund.
140,000 people covered by trust fund

1.7. was this or an equivalent wage increase.

150 -iss, hourlylabercost A447⁰ -includg.fringe benefitſ.

I

I

¡
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..Bugas..
¹44,___nofixed cuthority, continual struggle for powe

Decision off the cuff, w/o analysis. In bred.

In herited a foreman's union, had to break it, May_147. _They
struck, but had becomeno damn good, they kept going during strike.

over 100 plants.Have..
Originally, ind. rel. mom in_LA_repted to _Recurborn. Now decent...

he rep'ts to plant mgr. A forerunnerof guil decentraliz-n.

Feels ind. rel. shd not be isolated, but integr. w. face, eng.g.,.
...sales, etc ...

Committee system, Breech introduced._ Multiple-judgement
approach, ..... 55 union regotiations. F.A.N. came up. Very free.
discussion. This prevents.serious errors- also delays decisions .

_inks those straining for quick clecision....

|

1
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Styling.
Walker refersto engine appurtensmus_as "crap ". Vaguereconciles.comflicts

the

Vague on who

Mc Guire say main advantage of brings together many co.s_in
-styling staffis interchange ofideas.

1

|

!



Cranbrook- shouldsee, on development ofmachines.

Proving grounds

-present.
New one in Romes, Mich, not finished. Much larger them.

Will also keep present one...Which is
has buildings which are ok,

one. a real jump.
occupy's_ vast area in-center oftown

eg. wind tunnel & cold rooms which let themfix things before
long road trips.car ontatig.

Everything is duplicated -all their special equipment_
But the design thatgoes into it is a great fixed cost,I that

not duplicated in thefirm Ea. firm develops its
& ea film.own_tests_Tools. ofall other firms..__.&tests cars

_there again, the ce.ofscale is developy ,clear,not things.
men I let'emResearch: fundamental, in metals, fuels, etc. Hine college

Free exchange ofinfo. They sharphy
distingwish fundamental from ing.g. research.

so.

they publish, circulate to all ind-y.. Is a sort ofcollege
they endow, yields no unique benefit. "The latter

unique benefit to them
Now there again, is ec. of scale_-_ free.

No limit there, as longasexchange of info inside co
there are barriers between co.s.

1
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·Eggert

__Es.ofscale -prediction. Met research.
?? (Canget hi 90 on Alim..,comborrow cheap, eto, whynot expand.)-

chilchenna
know about new car clown street .

Est.elast. For(Tend toto
so prepare for better.

are more prestige_conscions, keep up. w . Joneses, arefirse.

agreements !
Such, so

cars_at_

yes

assume in badyou that purchases arebeing deferred...
befooled.)...

them.....

ahead in

eC = 0.8 for all cars.
-retaliation, so don't cut p..

wr.uy

For one car much higher,

0.8.

Follow J.M. pice leadership, often. Often whoever
others follow suit.out first w. a

matter of manners..com

evolve an... unspoken code of "go
__thingjust aren't done ", in anygroup,

Ford Station Wagon came out...

fut expect

product prices it, &
Emily Post code,_unspoken "gentlemoon's.

after all, most human-relations involve some
in naturally

-a
so why shouldn't f "go slow, take it easy, some.

meams ofsocial control.
first, I.M.followed

!!
they

comes

Competitive" nice means.. one that willallow themto
sell enough to stay in
They don't sellas low

! bus, spread overhead,etc.
could.as

1



seirest

_Wage billis considerably less thom I cost ofauto.
is reached, is limiting factor_Plant capacitySted claims!.

_
way above cost.
Very frank.

They follow 4.M._prices, even the this means selling
Why not lower ? Fear of retaliation.

Those who
M. try to enter haven't be able to raise the

He emphasizes how they compete tooth& nail vs. G.M.
Yet won'tcut price for fearprice for fear of retaliation

cd. borrow at lo %, invest atAt lunch, he admits freely they make mupy profits. They
20 - 1009⁰_but don't. They

nsciously. Expect- retaliation for price.cuts,equate MR &MC - consciously.to do

They carry land on books at historical cost. They maybe.
losing money, if theyput present annual pc.value on it.

_.He doesn't talk much to this ____

1

}



Secrest

4 requisites ofpricing

Whatis a "reasonable return " on inv.

Circular process ofpricing ? IM set price,you follow?

2.

That I amHow can I convinceal you
ilway discuss "met share ", rather them

absolute.
Balance volume I.unit profic...

1. Relate prices to cost & return on inv..
But _J.M..prices are more important determinomt, nat

cost-plus.31.62 %.of a plus
standard volume

basis of expected volume.
Vble costs include design changes.

Many potengine plants, old & new, don' +̀price on.
of •plant, but aire.basis eu.

""plus", used in

More differences
a .Cost basis
b. Mht. basis .

up consciousP

K...

in value among compet`s products.
Tear clown competg cass,

_3.___Est. elast. of demand
_Price cuts more.

You`'t buyers.
When demand

Zoo Raise price of.c

one.place..
assign fixed charges to units on

car

Try_all_methods, then rely on ingil judgment...
(use M.R. ?)

effective.at youand- Theseare price consimon

are price conscious, so discrim., sell lower to theme

"enrich the mix.". midstrong.
car in mid- '55, lowered it

est. Theircast

56

Retail price of up 5% since 149 ; but wholesale up.
But even in 55 clealers made 25%⁰ on inv. bfr_taxes._
Wage rates & steel prices rose more (but theyproduce
own steel)_

4._"Revenue control systems - counterpartofcost control...



Jossit

(Hecock says_decentraliz_n_has not gone as farmsT. O. suggests.
Ward, (or Bond?) said _top decision he can make is _$50,000.

Martin GM makes shoots for_min.of_20 %, after taxes,
actually makes more -citing_anti-trust study)

says.

Summers, re return res.
Ralston, re promotion

Has competitive system so cleclined that we have to rely on
conscience of corps_ We exist aty pleasure? _ _Departfroma.__
Smith.

... mean_no donger of competition

other,

1

Sense ofperpetunity.
of stronger co.. compete w.ea.

Corp._may.town.

drive out smallermay

1_keep up_old plant where it is sole sourceof incomefor

Anti - trust judgements arepaid by officers
_( I'm not impressed - corp.com. repay them)

cers, not corp.-corp.

·l
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INDUSTRIAL
RELATIONS
DIVISION

Vice President
and Director

ORGANIZATION OF FORD MOTOR COMPANY IN 1946

I

ENGINEERING
DIVISION

1

APPROPRIATIONS COMMITTEE

Vice President
and Director

BOARD OF DIRECTORS

1

PRESIDENT

1

EXECUTIVE VICE PRESIDENT

ļ

STAFF

I

STOCKHOLDERS

1

PURCHASING
DIVISION

POLICY COMMITTEE

Vice President
and Director

OPERATING

General Manager

|
LINCOLN MERCURY DIVISION

DIVISIONS
|

PRODUCTS COMMITTEE

MANUFACTURING
DIVISION

Vice President
and Director

DIVISIONS

1

OFFICE OF PUBLIC RELATIONS
Director

|
SALES

AND
ADVERTISING

DIVISION

Vice President
and Director

INTERNATIONAL DIVISION

General Manager

FINANCE
DIVISION

Vice President
and Director

PLANNING
AND

CONTROL
DIVISION

Vice President
and Director



PARTS AND EQUIPMENT MANUFACTURING DIVISION

PRODUCT
ENGINEERING
DEPARTMENT

Chief Product Engineer
J. R. Frei

PRODUCTION PROGRAMMING
AND CONTROL
DEPARTMENT

Manager
P. P. Krivisky

GREEN ISLAND
PLANT

(See Page M33-B )

Plant Manager

K. M. Edwards

Ford Motor Company Organization Manual - April 1, 1956

BROOKLYN
PLANT

(See Page M33–G)

Superintendent

R. B. Waldron

QUALITY CONTROL
DEPARTMENT

Manager

W. F. Lynn

1
MANUFACTURING

ENGINEERING
DEPARTMENT

Manager
A. J. Lobbestael

|
MONROE
PLANT

(See Page M33-C)

Plant Manager

W. F. Mueller

|
MANCHESTER

PLANT

(See Page M33-G)

Superintendent
R. A. Winder

M 33

GENERAL MANAGER

(See Page M33-A )

J. S. French

MANUFACTURING
OPERATIONS

General Manufacturing Manager
P. A. Miller

MANAGER OF
SPECIALTY PRODUCTS

MANUFACTURING

W. H. Simpson

MILFORD
PLANT

(See Page M33-G)

Plant Manager

C. E. McKinstry _

T

ADMINISTRATIVE
DEPARTMENT

Manager
R. N. Baker

|

PURCHASING
DEPARTMENT

Purchasing Agent
M. W. Newell

PLANT
ENGINEERING
DEPARTMENT

Manager

P. W. Holloway

|

YPSILANTI
PLANT

(See Page M33-D )

Flant Manager

Marcus Kaiander

NORTHVILLE
PLANT

(See Page M33-G)

Superintendent
A. G. Stecker

|
WATERFORD

PLANT

INDUSTRIAL RELATIONS

(See Page M33-G;

Superintendent
D. W. Backoff

DEPARTMENT

Manager

C. P. McKelvey

|

SANDUSKY
PLANT

(See Page M33-E )

Plant Manager

E. J. Hildebrandt

DIVISIONAL
CONTROLLER'S

OFFICE

Divisional Controller
J. L. Bauchat

1

RAWSONVILLE
PLANT

(See Page M33-F)

Plant Manager

A. E. Carter

;

SALES
DEPARTMENT

Manager

(to be appointed)

.........



|
GENERAL

SALES

OFFICE

(See Page V2-B )

General
Sales Manager

C. R. Beacham

FORD DIVISION

1
MANUFACTURING

OPERATIONS

(See Page V2-D)

General Mfg . Manager

W. A. Folsom

Ford Motor Company Organization Manual June 15 , 1956

MERCHANDISING AND
PRODUCT PLANNING OFFICE

(See Page V2-A)

Merchandising and
Product Planning Manager

(to be appointed)

I

PURCHASING

OFFICE

(See Page V2-G)

General Purchasing
Agent

C. E. Bosworth

VICE PRESIDENT AND
GENERAL MANAGER

R. S. McNamara
(See Page V2-A)

ASSISTANT GENERAL MANAGER
J. O. Wright

INDUSTRIAL

RELATIONS

OFFICE

(See Page V2-E)

Industrial Relations
Manager

M. W. Welty

V2

ADMINISTRATION
MANAGER

(See Page V2-Al

J. S. Canterbury

PUBLIC RELATIONS
DEPARTMENT
(See Page V2-A)

Manager

Holmes Brown

I
DIVISIONAL

CONTROLLER'S

OFFICE

(See Page V2-F)

Divisional Controller

E. B. Rickard

ASSOCIATED

OPERATIONS

(See Page V2-H)

Associated Operations
Manager

G. B. Price

7
PRODUCT

ENGINEERING

STYLING

Product engineering functions performed by the Engineering Staff.
Styling functions performed by the Styling Office .



ORGANIZATION OF FORD MOTOR COMPANY

INDUSTRIAL RELATIONS
STAFF

[See Page 5)
Vice President-Industrial Relations

J. S. Bugas

(

FINANCE STAFF
(See Page 10)

Vice President-Finance
T. O. Yntema

Vehicle

FORD DIVISION

CENTRAL OFFICE

(See Page V2)

Vice President and General Manager

R. 8. McNamara

SALES AND ADVERTISING
STAFF

(See Page 9)
Vice President-Sales and Advertising

ENGINEERING STAFF

(See Page 61

Vice President-Engineering
E. 8. MacPherson

assembly Isule
CAR AND TRUCK

MERCURY DIVISION

(See Page V11)

Vice President and General Manager

F. C. Reith

Ford Motor Company Organization Manual - July 13 , 1956

STAFFS

OFFICE OF THE
GENERAL COUNSEL

(See Page 11)
Vice President and General Counsel

Wm . T. Gossett

PUBLIC RELATIONS STAFF

(See Page 4)

Vice President -Public Relations
C. F. Moore, Jr.

DIVISIONS

SPECIAL PRODUCTS
DIVISION

(See Page V12)

General Manager

R. E. Krafve

DEALER POLICY BOARD

Benson Ford -Vice President
and Chairman

Walker A. Williams -Vice President
and Vice Chairman

Arthur S. Hatch

MANUFACTURING STAFF
[See Page 8)

Vice President -Manufacturing
D. J. Davis

OFFICE OF
TAX AFFAIRS

[See Page 7)
Director and Tax Counsel

A. L. Gornick

VICE PRESIDENT
AND GROUP DIRECTOR -LINCOLN

AND CONTINENTAL DIVISIONS

(See Page V20)
Wm . C. Ford

|

1

LINCOLN
DIVISION

(See Page V21)

Vice President and General Manager
B. D. Mills

CONTINENTAL
DIVISION

(See Page V22)
Vice President and General Manager

Wm . C. Ford

)

J. S. Bugas
L. D. Crusoe
Donald K. David
J. R. Davis

STOCKHOLDERS

1
BOARD OF DIRECTORS

(See Page 21

Ernest R. Breech, Chairman
Irving A. Duffy
Benson Ford

DIVISIONS
(See Page VI

Henry Ford
William C. Ford
Wm . T. Gossett

J. S. Bugas
L. D. Crusoe
Irving A. Duffy
Benson Ford

L. D. Crusoe

EXECUTIVE COMMITTEE
(See Page 2)

Henry Ford II, Chairman
Ernest R. Breech, Vice Chairman

CHAIRMAN OF THE BOARD OF DIRECTORS

EXECUTIVE VICE PRESIDENT
CAR AND TRUCK

1

i
ERNEST R. BREECH

TRACTOR AND IMPLEMENT
DIVISION

(See Page V31)

HENRY FORD II

STYLING OFFICE

(See Page V-B)

Vice President & Director of Styling
G. W. Walker

D. S. Harder
James B. Webber , Jr.
T. O. Yntema
C. J. Fellrath, Sec'y

William C. Ford
Wm . T. Gossett
D. S. Harder
T. O. Yntema
C. J. Fellrath, Sec'y

Vice President and General Manager
Irving A. Duffy

Assistant General Manager
M. D. Hull

PRESIDENT

EXECUTIVE VICE PRESIDENT
BASIC MANUFACTURING

DIVISIONS
(See Page MI

D. S. Harder

CENTRAL PURCHASING OFFICE

(See Page M-B)

Director of Purchasing
E. G. Ward

I
FORD INTERNATIONAL

DIVISION

(See Page V32)
Vice President and General Manager

A. J. Wieland

AUDIT AND COMPENSATION
COMMITTEE

ADVISORY COMMITTEES

TAX
FOREIGN EXCHANGE

PRODUCTION PROGRAMMING
AND CONTROL OFFICE

(See Page M-C)
Director

F. C. McCoard

J. S. Bugas
D. J. Davis
Irving A. Duffy
John Dykstra
Benson Ford
Henry Ford II

VICE PRESIDENT
AND GROUP EXECUTIVE

(See Page M10)

S. W. Ostrander

STEEL DIVISION

(See Page M11)

General Manager
K. D. Cassidy

GENERAL PRODUCTS
DIVISION

(See Page M12)

General Manager

A. R. Wardrop

COMMITTEES

BASIC MANUFACTURING DIVISIONS

MANUFACTURING SERVICES
DIVISION

(See Page M13)

General Manager
K. E. Scott

ADMINISTRATION COMMITTEE
(See Page 3)

Ernest R. Breech , Chairman
L. D. Crusoe , Vice Chairman

Wm . C. Ford Ben D. Mills
Wm . T. Gossett C. F. Moore , Jr.
D. S. Harder S. W. Ostrander
E. S MacPherson F. C. Reith
R. S. McNamara R. H. Sullivan
A. R. Miller E. G. Ward

PRODUCT PLANNING
SCHEDULING

SUBCOMMITTEES

VICE PRESIDENT
AND GROUP EXECUTIVE

(See Page M20 },

John Dykstra

AIRCRAFT ENGINE
DIVISION

(See Page M21)

General Manager

A. C. Moore

MANUFACTURING
PURCHASING

AUTOMATIC TRANSMISSION
DIVISION

(See Page M22)

General Manager

M. L. Katke

A. J. Wieland
W. A. Williams
J. O. Wright
T. O. Yntema
C. J. Fellrath

Sec'y

CHASSIS PARTS
DIVISION

(See Page M23}

General Manager
R. J. Hampson

VICE PRESIDENT
AND GROUP EXECUTIVE

(See Page M30)

R. H. Sullivan

METAL STAMPING
DIVISION

(See Page M31)

General Manager

A. J. Bole

ENGINE AND FOUNDRY
DIVISION

(See Page M32)

General Manager

C. H. Patterson

PARTS AND EQUIPMENT
MANUFACTURING DIVISION

(See Page M33)

General Manager
J. 8. French



!one model.."Special tools "are a separate category because designed forjust
}

4

Recling balance "method ofdepecin, for taxes . For analysis, sometimes beinup to date! Before '54, useBoothar. straight line

Amortizon of commercial special tools &Tooking costs :.
Domestic Includes outside.purchases.

Europeanplantsants comcan be smaller bes no annualmoetelchange.

Studebaker is big enough, he thinks, but their
ain't muchgood all have different opinionſ...

Packand has pioneered
actronicsI tham Z.M.

co.Risk- bigger a

+

ing.

They don't figme ang interest, implict
annual cost figures (No klepie.
But de expect to earn profeton piction il "moneyin business"

Roos & von Selinstey Clact in auto inday

high

Whatprofit objectives ?

Whynot borrow to expand ?

TTC_

costs : 1955, $120m

mire

can =

out into related item...

cam

1. try riskier things, ave higher returns
fullcu

has established baseofmgont, can keep tramisting

!!! on then
lands wither, ofcourse).



1
1

Questions atfinance

Balance sheet.
Income statement

Break down_corts by types of inputdivisions
Methods of deprec-n_& apprice-n

}



Errisoe

!

i

c.ofscale-central info, e.g. in shuttlingaround excess parts.
Lectured in acts at U.of Detroit

Car & Truck Dir-m .

Ford sellsfor 654a lb. _How much/es do_raw_
materials cost.

Whyno stockpiling. Could keepdealers do, or crudest shelter .
suggest this why? Bes are no

There just aren't. No answer.

In '45141

In '5.5 5.140 N.?. wentfor autos...
2._-_2.700_

_cars an lots,
Only the uninformed"

expension joints, why?

Miller sap run on 2 shifts, to economize om
Haven't considered -3 shifts.cap.

Wright,J.0. Auto inket has weakened, &shift to cheaper

ap. 56, spring revival ofsales didn't come.

Peak yrs,
time, & 4. day week.

Cut down June prod-n schedules. Ask suppliers to
stockpile palts.

use overtime . Now, revent to

cars

revent to straight

Dealers tradingposts.
Ford div. profics , 1956, will be c. $200m



Reith

Eng-g costs, $1.51m in '56

Tooking 137mm 154 - less in 'I5.
(-365 for 9.M)

-Both rising. Due to design- changes

Fixed costson Merc. full from $400 at 300,000
to 240 at 500,000

* " Fixed costs" include Advertigg, sales,
I who knowswhat he's

obsolescence ...
One reason for notstockpiling finished centos is
Vast ineffic. from mapy_besthat wd min._AC , ea._y₁.

comp.
Fad varies

MC
ATC AVC

A7C

eng-g, tools,Jvague.

wd...produce that volumew.inkt"

1

1

}



Milts.

_(#Execs strolly_around sniffig the-grasſ.)
Separate markets by R.L. Polk system

Point_to center of mkt, don't try to compete
ranges.

First_figure total_for inclustry, then Lincoln's share....
a common approach. They've used in several contexts.

Mgr sets hisgoal as some %0 of mkt..
Operate 2 shifts, to useplant intensively

Site det.
a . Crea

b. Site

It wat
Tour, state & local
Labor (unemployed?)__

$...

size
Ease of acquis .r.r.
hiway
topogi..labor
__util.

Local taxes

Zong...

Now plant, Mich.

lower

3.25 acresC80
us 16

good topoy.I substructur
luber
ut. on-site wells &sewage__

__Got zong changed.

1
~

1

E
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("Meeting the test ofthe mktplace" )

(Contrast brutal obsolescence toward man who doesn't
perform ; & size of co.,...vaccont loud, etc.).

Mills, 2

Plan 3 yrs ahead

Co._paupfor itself.directly.

Must eam

Lincoln div. ng chart has_much same as
Public rel., sales, punch, ind-l rel., etc.

Does Thunderbird ?

eam return on theirplant - what ?

Sometimes a division does notcarmy part of overhead. Lincoln does.

Mills, like Miller, identifier mgril concept w. shortrun ingrlsm,
_doesn'tget l.v., & i... "doesn't like_might concept!"

Different parts ofco. compete

wd tie themdown in competiz vs Buick etc.

main 4stuff.

vs ea.ecc.other hand, bes othermise

ļ

T
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Miller, 3

Men from finance have taken over most divisions.
is fullofa college men.

of fac me
on.

-_How much of_service.
how much is just checking up

_interest of whole ?

place

men is net gain to divisions, I
them? Making them act in

Isee c.ofscale in advertigg ; in nationwide net ofservice;
in borrowing. But these gov't might do ?

etc.

ļ

~ 1



-say

Miller
Integration

Auto industing muke: 3940 costofcen, mabugs6140
4490

Hard

an.

an dil

FM moks
Ford maker 3440

IM is horizgantill, batteries e...spectacular.Ford is

som is resultof histinical accident

Have sold Arrazon, 5.owland,so plants
Kept steelmill, sufity

I. Mynd

Obvious why
But what air, to U.S.

Iparti
"gutsofcan ".com

core

I. Mand basisII Total

4. Manil profit"Purihased cost
Less variable "_=_

wo. Warts to be big -mipypone

B. Alimv. required.
reg:'3Expenditure.I'l wote's capAlins.=

no

C. Mand notie
M

L

mishe

Tove(allweate no ourhead)
600

Mand profit 400

men

14001 27

WŁ

A
B

Timbaland

undmafe mkt.
fractionfreetim ofchoice meto

Bas

1.00
3.00

1,000

40 %

ļ



π Intul basis

A. Ucité profit

B. Totul inv.
Ainn

+ alloe. inv= total inv.
C. Ave return =

Mand profit
Das fixedcosts

= autd profite

.

What To return is their minimum ?
as loss

L

Figure lownprice
Vacant land

Ask ea. div. to look.5yrs ahead
B.S.

Const. balancing at margin!""Use longI shortrum me., the
don'tcall that.

A
B

Limitingbracter is mont; in expansion. They justare
over loaded, over pressed. Have many plans, can'tget around.
to it.

Transfer price among units is set at top

Haven't complicated bookkeep's system w .appreciationfrom.
price infl...Just_rection roughly.

Pricing, just try to recover historical cust.
Sometimes have to buyoutside ber ofpatent.

s a

Land not appreciat's That fast.
They don't count costof land_as part ofgustco. overhead !. _?s. separate account.

ļ

I

_Tremendously hi__0% rates of myrl return ... 1110%, before
figuring plantcost, 48 % ave., in one example ..

q

I



Miller,2

~

Bes we like the smellofgrass.
shut down. to whydontbuilding.

Onesupplier can shut down, I force whole.
to why don't they stockpile more ?_

Ward lamely cites costof building.
moneyfor nothing, & surelly stopping shutdowns
productive

But they canget
very

Evening session_
Where are ees.of scale? In finance dept., says Miller,·tooting an ..

small?

hom? good accounting, cost control.
What.cam..they do. large scale others can't do

Aarai good men, he says __they have best, only the Id
stringers acceptjobs at studebaker. Why?
know that the top to Ford, so....so
with them. Circular reasoning...

Bes the top ones
ones will there to bego

They provide acc`t`s advice for $10/car Est. same advice in..
Ridic. Ifopen mbt worth $300./cam.. were true, face..

men cd. set up own.firm I sell advice to others (unless he is
co. secrets which are irrelevant) for 30 times present_Talking of

salaries.

vacant,In justify's
Dearborns. Takes, implys. They.of littlethey were

of little value in whole co.
were on vacant.

he said vacant was

for 15 yrs

they.

OCTE

basic to

need for profit, they
In firing people, advertigg, etc,_they justify by....

just workhere, give customer what
justifyg vacant shiftgrounds,

discuss greenbelt,_pantes, public functions.
he wants. But in

to...

he said they paid_most.

was
do was put in good mymt

ofBut later

Talk as the a few little slips & they go broke.But H. Bennett failed to meet test of mktplace
or more, & when he was...

Co..

picten

What was that basic thing ?

than whatever
was still there, &_all they had to

to make M. again.
Ask H.Ford.



Bean

Cummin
Bean

T

automationENAMS
agency

Russ.grant"patents"— maybe 2,000/y₁ .
Russ have surpassed Een in coal, steel, hydrhelx;

Every specific fon could be subdivided, so for as 7.cd.see

-"You reachpoint where plant gets too big
of labor supply, xptn...
move out to Lima. (an

Wan

a. Why bad?

6. Why Ford?b.

Bean- reach limitofsize - " unvisley &cumbersamate
cumbersome"

800 - 1000 units on automatic xmsn...line.

large, or plant mgr

__ on limits.
E.g. searcity of workers in_Cleveland,(an " external disec.)

AThe engineers arevery clear. I planttouch .

upYou can't speed
bank_of duplicating machines .
eggs)

1

some opens

ant can

}

must build whole
('Like ..Breech's 2 chickens_on_

onlyget so



!
Händen

(heat advantage of scale- integrate movement. Interplant relations
difficult .bes of.. madequacy ofpublic transportation).

Cop-m
all points.

tack on

whole op n together? Limits.......
corpus,are much alike, Move

every plant.
line by band truck there wide o lanes)

put
on

Continuly,.cd.

Vapid generalities, vague platitudes

Location: Freight problemsUtilities
Laber
Markets

so no(Mines keep moving, to
near there. Locate in pt. of_easy_

things,suppe

point locating permanent plant
access to much.).

Moving coal by pipeline , in water. I how about
w. img-n water district ? ) t integrats

|

Plantfullofduplication. Parallel_lines, several_
foundries eg, unintegrated lines.

Shopping center advantage.- does oneget that in these
plants ? An economy of scale, _Not exactly thesame wort
of thing- wide selection, e.g.__ Concinuity of processes?_____
E.g. w/o reheating..



1

I

Costsf
Sulas.

Å

of cap.

!

Siva

B.E.P.

T.C.

F.C..

I

1
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Harder (at lench)
Product

engig is staff, plant ing.g_line. Sometimes
•product is eng.I_w/o due regard for plant ing.g. problems.

Whenget to eng-g staff, see if they
into sections corresponds to plants,

th , add up genuineWhenget them, add
individual.

Work out formal.formal expoonoftime problem-1.es buildaplant_
for antic. flucts nkt,...how big.?

Harder smällersay
but bes paid too much dividends 3-4

money.

up genuine ees of seate.– bothsociald

1955, says they

are integrated, or brokendown.
or at least diff. cons..

Mean's

co.s hav's wouble now notbessmall

Now can't

so onreAutomated ass. lines, someprousses patentable,
gets.some, one others,_I_no line incorps all best features.

Harder double thinks recost. Emphasizes falls AFC,
then suddenly reach plant capacity , "con't produce cimymore -But discusses extru shife, I_can_speed up line, crowd_more.
men on it, work weekends, etc etc. Cd. buildup inventories to
reduce stoppages, eg

cost wd have risen.

yrs ago. tget.

were_at " capacity ", coni't produce more/day.



Hastings Millen ?

It takes a

-Hitchings_

long

to

time to

Standard Volume " -antic are volume forpd.
175,000 employees.
To keep stable

(except they never Leem to lose. This is rationaliz-n for mangy pics)
149-58 mkt they underestimated

1. If are greater ec,of scale to
realize, why not expand ? Instead
of expand's outside field.

introduce profit center contral.

c. 4.5m cars

Great expansion of demand, ~ 49 - now, I supposede
exploding citiescities - I when they collapse, boom she end.

Now

lose sometime, gain sometimes

Thepends on pop.

cars in use,in use, U.S.

estimates, groups them by likelihens

Use U. of.Mich. survey ofcons.face.
from multiple

of buying_cars.

They look to big mkt A-to
(.#hoq cap.gains inc.).

come owners.

Until '53, materials limitations held down.
154 recession
'55.
155,_ right conjuncture - easier_credit, ample
156. 3d best year en prosperity & .5.0...

" Short run "."forecasting 6 mo.s.-means



hirl l

Faver low turiffto lower petrolprice?

Other factors: price -
dist ofpop, spatial

Figs given for total industry.

Dispersion has Ad demand_much, expect 2 -car families.

1

1

1

I

M



Break in w.
Intema

| |

Hard core

..qus

T. Scientific method. Toseeit
2. People-getting them to do what
3. Communication_
4... Org-n : marshall's scarce resources

1._ Presumption in fairofstatusquo - (isto size,at least.)
2. Economies ofscale, spurious :

1 · 1

transferable
of skills, & abilities14 I abilities,betone do most anything

a Dies - is proportions

Distribs have full line - they cd use other products._
Advertizing

They make a profit center carryit shoreofstaff,overbead

b.
C.

To seeproblems. School tend tokill

you want.
for objective.

1

1

1
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Misc.

Anjay Mitter
has own staff, countersof top staff. One forof

top staffistedoenor staff, contentanystopa
watch lower staffs_no_doubt to

ers
They keep backing up, sendg

of scale to some other dept, up the line, finally to very top?
solution by infinite retreal

Pose this
do it here may

no

staff frs: what is adv. of centralizg ? Why
of parcelly to dir-ns?

They....•seem to have immense inv..opp.
books at least.

invest M.for
very hi mgnt returns, on
figuring extra use amitsof top exec. time, which is worth fantastic
ther it must be drawn from other opins
equally hi, or still higher.

'ns on which returns are

They can
But this is w/o

to they keep funds tied up.
_supervision.

requiresin vacant land which
top exec's time is limit. using those lands.

This they
ask if

On their books, it wd. look as the returns to Al inn.
were very hi. But when consider that to exploit there must forgo

some others, I suburant__that loss, then retum is low.
express by saying limit's factor is time of chief exec.
Miller agrees.

a Dave Murtin expresses by quot's Montgomery :_if have 2 puts, need
corporal to instinc them. (But then can have several more parts.

before need another corporal)

Ers of scale are -found in idear more tham things.them things. Not in
dies, of which make several, on parallel lines but in designyou

dies. Like writ's a book.(the here, physical plates usually notho duplicated;
e-g₁_they probly setup severalplates). Like advertigg___

of
newspaper better

valuable, but also is more pressine
Culture of big bus very diff from small; human is

partiyon him. Trij by Theimm

er menfewer they have, the less organ problems. To wd. prefer
"very producting, very_able _indevids, I not so many of them.

is more.
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Ford by holds most Dearborn, can capture_l.v. As it creates
itself. Very impont.imptnt_ec. of scale. Also can plan lands as
integral whole — the they seem not totho they seem not to have done much of this.

2need figures on expenditures by unit - get idea of fixed vs vble
costs..

so. Mc_is
below

When they cut back they get into_dear._costs_area....
And their price love they.

MR. beawe. t must
well over Mc.

charg's
Why not expand ? Maybe Mol,cave.Ormange inis.

risk, if expond, sented they may be where P= AG & as expond mightAC,
never hit it again, tho. Ac falls. Probly they hold back.

-pressed exec. wants no risksmany

even
times when she expond, bes overpressed

more cons. is not fully im., as
Breech's psych: cut back outpul now but antic. infl., preparefor_
future outfnt. So result of fall's_

Keynessaid, but long rather them short term inv._ Except real
fall as emphasis shifts to buyg existig assets, e.g.may

of shortage, like Breech.
inv. m in antie

:
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Leonard. " Are not enough generalists in bus. " Follow
specialties too long.

-In 146, no acct's breukclown, losg$1.0m./mo,
know where it was being lost.

Break clown by product, I.fn_ (& region ?)for

Mfr.div. supply.
Competitive

Long range plan, 146.
scaff- time type
Clear lines ofauthering, clean-cut.... Fix accountability

-Profit responsibiling. _Competitive sales &purcheues among
-profit centers

2 divins : mfr, & vehicle

Vehicle clium develop styling & eng-go -recommendto top..Otherwise sep.

are
Also areare service.

org.

means comparable outside bus.
italize

" The necessary degree of central control is to capitanpachantages
to be derived from size. Central office staffs... Decentralizedfor

rep still in central office, &_ functionally supervise __them.
depts. gmrl counsel e.g.gmé

Functedsupervision means what?

I dir.In xition, staff & div-n_relations were unclear.
"Policy letter" mmun-n, clown.ofcomme

Div-m autonomous "w-in scope ofest. co.

many

no

"The necessary degree"
structure, still retain pcentral untuv

w.

way

is means

procedures).
Centralstaff stronger them in trad-I line&staff

To create line, assist them,
& integrate interdiv-al relations (why ?), ofwhich



Breich 2 .
1. Advantages of keep's in one unit.

contrad.of cutting prodin, & preparing for( New models,great hopes. Expand's mkt)

to divisions. 32op.Decentralized -Delegated auth. & resp
profit centers. I these further broken clown._ "Unwieldy giant"

cercentralized .____story of bundle of sticks, easier toH. 7. had

Generate ideas_down

_engers.
the line .

break singly.
Paying men to think,not follow orders.

line. Put Offer incentives for performance.
"Ended pushing around, " bussism ", improved exprit de corps...

Applied "golden rule ofmgnt!"
146, losing $10m /m³.

Problem-get depth in
Took long time

menfuture.

How much

Products obsolete. Brought in new

3

of top men, today....
Eng-g the toughest.toughest cost to controlcost to control. Trial levor -spend

lots of money discoming wrong way to do something.

men on details down
hadto train young men fouth

Plan aheadcars tools& dies all beingmade now _
_War II, found people cd. stick toold car._yrs

Build in obsolescence purposely, keeppeople dissatisfied w.oldcan..
Establ. standards, timestudiesCost control - Breech's specialty.

approved by union .
Mfig ovrhead standards
Profit centers- ea. mgs responsible. Took a long time

you going to make thisyr?
mgr.

Profitwins, workon 4tmo forecast. Never workeduntil
-publinzed results, &.showed effect on individ. pocketbook. Introdhvad

comp-n among mgmt..
Price on standard volume basis

good ys , but in bad yr_keep_p_from going up.
don'tgivepublic benefit of.

Expand's expect bigger bus on 1960, due to Apop, & antic
infl, are buy's up thing now.

Prefers overtime,plants bulging to excessplemt capacity
Nothing eatsyou "out_like_idleplant_capacity.on



Breech, 2
overtime

so won't Ad volume lommen

price now ?
Almost

plints from earings,I clepacen. All1
of no -

Further integration planned-means toproduce_

borrow to expound

Have excess capacity to try out future models -extrastamplines.

shares

New
were

their own

ig

supplies.
Willprobly

3. Keepplants bulging
costs? So why not lowerprice

93,000.own
160,000.

-360, ove

Encourage " dealers to begood citizens._

Bootless's, due to freight changer, they changed freight
changes, but that didn't cure. Most bootley cars camefrom

Franchised dealer just wholesales to usedcar man,
$50/can.

heway.
5shaus or less
10.

soon.

total

All previousplants
ofmore

Lapses into demagogy occasionally- " Un Americam ", etc.

-Only Ford has consumer at heart

S.M. owned Bell N.Am., Breech wont there. They owned.
2.5.90 Douglou. Butsold, used...M to expand. Breechwent.
therefrom G.M. as -president.

i



Auto plants scattered all over Detroit area .___Why does
Ford build its Lincoln- Mercury division way out west,_instead of

_using Deaubom_site?__

Traffic control - they stagger hours of various plants to avoid
-congestion_.__ A sortof economy ofscale. Like_building steelmill

thereby...

|.

1 .

1

1

1

1



Nevin's

}

( Fletcher Platt - promote hiwaups

Factories open to all. Assigned.
help them, wrote book, described all methods,heptno

Discouraged suppliers from-patiuus.

H. Ford took out no parents.
Men to.
secrets.

By 1910, Am machine tools exported, world-wide excellence, acceptance....
albert Kahn, plant designer_

1

1

)
2

~1

1
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