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Factory Costs appearing on Operative Earnings statements are 
costs associated with guns shipped from warehousf\ inventory{"output" 
costs) and therefore do not necessarily reuresent current costs of 
producing guns because of the time lags and averaging effects of 
inventories. 

In view of this, a review also was made of current production 
cost data. For purposes of this review, costs for tile M/3200 Regular 
Trap 9rade were used as being representative of the line. 

Concurrently, the Ilion Plant established an "Objective" cost 
level that is expected to be attained by July, 1976. The "Objective" 
cost level is based upon an analysis of present costs and the results 
expected to be attained from cost improvement programs after allowing i'~ 
for anticipated increases in prices and wages as well as the wage increa~~ 
granted this past August. w~: .. _.. '·~~~ 

It should be noted, however, that the "Ob 'ective" ~e···resent';s a:·:;:,. ''.~L8.3 .~:;, 
level of o erat:in cost which'. because of the effect ,,,. ··nve ltori$s, .,.,J<~h ~:!~;9:~~)'' .. 
would not be fully reflected in cost of Sa es on oq"::a;-t;.-ive E<tenin~;S'.;,.-t -,~~~ .,,., .. -
statements for several months - ;:~, ' 1~11 r·· · .. ,\ !, 

• 
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In Table II, attached, the .f·o·l·.19,wifi:~ft'.~?Pit·~~ro. duclii.5m co~ J~ta 
for the M/3200 Regular Trap grade ~.1;1f)are -~ .. -~:. ·;~,, \~~;, 

-d.;,.,1- ,. . 1 . ,~:.~. . .. ~.... ·'i-... 

a) Project adjuste,:d for.;l't'age';··and"~klfe in~reas7s 
be~wei=[':'.:~r~;i;;e~~r=c ~ ,'j~'t 2 a:~ .July-,' 19 7 5. This 
adJl.l,~:tJiient 'A~ourt,:~'ea to 24 ·',~'' overall. 
·:ft. ~~~~-. ·."·f:.1! ·~;~·;, rl,;.~~~~~ 

. oJti~ c!A.;-r~t cost ~l;eviU:~·.:aii<'·l'epresented by an averaging 
,,,i~yF· of'i:Mai;;,. J'une ~d tiMy production costs. 

·:·-;~ ~-~~-~ .. · .. ::.:<. .l'.ir' 
''.~> ':~~ .-·~f~'Thti!~;;Juf~\~ilf"916, "Objeetive" cost level described 
~:~\ ·~~~~~t·.,. abo'&~. ~1~:'~'° . 

~~1·~-) ·~ ·~c~~- • .. ,E-_. 

i~~H~~~k .. ~1~~~~;i~;;'i/,~;',:_.'~1.•· .. ·.i: .. :'.",".' '\:~:.:dl The 14 Forecast cost level for the 3rd Quarter of 
;~i( ··,;~k ''W.;'. '• :-~- ., I~e t~!a~a!!7~~rm (~~t~~e ~~~=~ ~!~! :~~w~~f generated 

.:ec'~nl~· ·~~~ ~llf '\:,.'The production cost elements shown in Table II have been grouped 
i'} '~h~, ... ,~ll~r this. purpose so that "Direet Costs" represent elements ~irectly identi-
·t~. .~~ ·· .. ,::~·;;;.;«-·fiable w:i.th the M/3200 rather the norr:ial "cost sheet" grouping. 
··~1}., jif' 

~~~~~~j.!~~T' made: 

• 

From the comparisons shown, the following observations can be 

a) Prices: Price increases (totaling 38.St on the 
Trap gun through July, 1975 and 58.3% by 1976) 
have more than kept pace with increases in material 
prices and wage rates, serving to offset to a 
degree the cost problems encountered on the M/3200. 
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