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G rFIGURE 11-1

Generic Productivity Management Methodology
as Related to Defense Industry

Corporate Strategic Plani STAGE I
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* MFPMH (LTV)
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IFactory/Division/Proect Analysisi STAGE 2

Incentives 0 Developmental Plans
0 Challenge Budgets (LTV)

* S Cost Driver Analysis (LTV)
0 Top Down IDEF, Node Structure

Macro

+

Identification of Projects STAGE 3
MEP vs. HIP ,

* Nominal Group Technique (LTV)
* IDEF (CDEF)
* ROM Potential Savings/ROI
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ISelection of Projects] STAGE 4

. Decision Analysis
* NCP/PMT (LTV)
* CRA
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Figure 111-i (cant.)a
Generic Productivity Management Methodology 1

As Related to Defense Industry
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FIGURE 111-2
Depiction of LTV/VAPD's Basic Approach

to Productivity Management

Project Cost-Benefit IM HP
- Incentives Anal/Track. SS Negot.

(i.e. IMIP) Use the HJ I DCF Model

MCPMH

" - IIe ElII

Strategic Development Budgets Performance Profits

Plan Plan Prod. ___

S (Productivity 0 Projects Targets HCPM
Targets)

- Mkt. Share
Targets

Learning Curves

Future Bids

Comments: * Process should be self-motivated
* IMIP utilized to minimize lost profit impact

* If there were overall total productivity improvement
" incentives the company would likely do what Government

is after anyway and with less difficulty than by way
of project focussed incentives.
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a. Price Waterhouse Presentation
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b. LTV Paper Test
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VIII.A.4 - MFPM

a. VPC Presentation
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(1) Basic MFPMM eqtn. Profit - Productivity x Price Recovery

R
(2) SALES OUTPUT OUTPUT PICE

COSTS INPUT INPUT PRICE

(3) A Profit - A Productivity z A Price Recovery

A OUTPUT PRICE

(4) A Profit -A Prod. .
a INPUT PRICE

"V

forecasted (i.e. - we know
these from published data or
cam constrain A Output price
to gain compecitive edge.

A Input Price
(5) A Product Price or * A Prod. a

A Profit

forecasted

from eqtn. (5), we cam develop strategic objectives for product
tA pricing and annual productivity improvement that are interrelated.

FIGURE VII-C-lt Basic HPi Equation
and its Derivation to Show low
the Model is Utilized by LTV.
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b. LTV Paper Test
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VIII.6 - Summary Remarks/Conclusion and
Recommendations

a. Summary Remarks
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Table V.D.-l.-. Generic Criteria Useful in
Evaluating Productivity Kanagement

Ms thodologes (PMGC)

P9GC 0 Does the methodology incorporate a 2-5 year strategic
planning process?

PHGC2  9 Does the planning process, by which the 2-5 year plan
is developed, substantively Involve all major,
relevant, and appropriate key decisim makers in the
organization?

Pi4GC 3  * Does the methodology recognize the need for a
competent 'champion"?

P9GC4  * Does the methodology incorporate machanisiom for
managing change within a political and sociological
culture?

PHGC5  0 Does the methodology ensure that productivity basics
are understood consistently by all persons in the
organizatLon?

PMC 6  0 Does the methodology consider and Incorporate a
process by vhich general awareness about the vin-win
features of productivity improvement can be developed?

Does the methodology recognize that there are strong
pressures/restralning forces Impeding productivity
Improvement that must be forthrightly and openly dealt
vith?

PM1C7  0 Does the methodology incoporate the notion of stages
of development or evolution for the productivity
effort?

PHGC 8  a Is there gemoules, real, long-lasting top management
support for the effort? Does the methodology provide
a mechanism for getting and keeping the support?

i)4GC9 0 Does the methodology adequately provide for
integration of specific models, techniques, and steps
wLthia the methodology and a mechanism for Integrating
these with other management system?

Ir PWGlO 0 Does the methodology define how the productivity
management plan will integrate with the business plan,
marketing plan, capital budgeting plan, lom-range
(5-25 year) strategy plan, etc.?

PMGijl Does the metbodology utilize stats-of-the-art
participative management techniques, at all levels of
management, to drive productivity improvement plans?
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Table Y.-).-.i. (coat.)

PMGC12 0 Does the ethodology specifically deal with boy to,4
link strategic productivity Improvement planning to 0.
action planning and effective Implementation?

PNGC 13  0 Does the methodology Incorporate mchanisims that
encourage and promote disciplined manaSement of
budgets (all resources) at various levels of
mausgement and supervision?

PMGC 1 4  • Does the methodology Incorporate continuing and
proactive development of improvement measurement and
evaluatiom system? Does the methodology specifically
incoporate state-of-the-art productivity measurement
and evaluation techniques?

PMGC15 0 Does the methodology strongly encourage periodic
measurement and evaluation system audits that check to
ensure that those things vhich truly constitute system
performance are masured?

PMGC1 6  • Does the methodology recognize the difference between
measurement and evaluation systeme for control
purposes versus those for development and improvement
purposes?

PtGC1 7  * Does the methodology discourage measuring A uhile
hoping for B?

PKGCj8 • Does the methodology define how various masurement X
and evaluation systems will integrate Into a cohesive,
effective management system that supports proactive --

productivity management?

PMGC 1 9 • Does the methodology allow for personalized scoreboard
building by sections, work groups, departments, etc.?

PHGC2 0  • Does the methodology promote continuing, proactive
development of control and improvement techniques
related to all resorces? Does the methodology
specifically Incorporate state-of-the-art productivity
control and improvement approaches and techniques for
labor, capital, energy, materials, and
data/information?

PHGC 2 1  • Does the methodology encourage periodic audits of
control and improvement procedures? Do we audit what
we really reward?

PHGC 2 2  • Does the metbodolosy discourage rewarding A while
hoping for B?
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Table V.-D.-l.-l. (coant.)

PMGC 2 3  * Does the methodology encourage and promote Innovation
at all levels of the organization?

PHGC 2 4  * Does the methodology utilize a "cost-driver" analysis
to identify vhere improvement efforts are beat
directed?

PHGC 2 5  0 Does the methodology defrin bow to successfully link
control and improvement to measurement and evaluation,
and vice versa?

PHGC26  9 Does the methodology focus on building effective
management systems as opposed to just automating? Are
our improvement efforts piecemeal attempts to optimize
subsystems at the expense of larger system
performance?

MI'GC27 a Does the methodology strive to create goal-conguity/
via-win situations? If the organization wins, will
the individual win also?

7 P PMGC28  0 Does the methodology successfully utilize

state-of-the-art participative management techniques
for productivity improvement plan identification,
developeet, and implementation?

(29 e Does the methodology focus on execution of management
basics as as early stop in productivity Improvement?

PHGC3 0  * Does the methodology hold management, staff and
eployees accountable in a disciplined, consistentgfashln?

PH"C 3 1  0 Does the methodology incopotate planning for
maintaining excellence osnce it is achieved?

PHGC3 2  • Do all levels of management and staff understand the
methodology? Does the methodology lceporte plans to
involve management in its development and to continue
education as to the methodologies execution?

P4GC3 3  0 Is the methodology designed so as to be self

motivating?

~' - PMGC 34  e Is the methodology as simple as possible?
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Table V.-D.-I.-2. Generic Criteria Useful
in Evaluating Productivity Measurement

and Evaluation Models that viii
also Support Incentive methodology*

(PNE4 CC)

PMEMCl 0 Is the modal easy to use?
- Ease of Application

PMEWGC 2  0 Ease of Application for Prime Contractors.
0 Ease of Application for Subcopntractors.

PEMGC3a 0 Does model utilize existing company data bases?
- Percent of data needed that is available.

PMEMGC3b 9 Does the model require developing new company data
bases? If needed data is not available, can model be
modified to provide valuable information?

- Nov data bases that must be developed to use model.

PMEIGC4a a What does the model measure? (directly & indirectly)
- Effectiveness
- Efficiency
- Quality
- Productivity
- Quality of Work Life
- Innovation
- Profitability

PMEHGC4b a Is the model primarily designed fort:
- cost/benefit, cash flow projection and analysis?
- cost/beefit, cash flow tracking & validation?
- productivity measurement A evaluation?
- a control tool?
- an isprovemeat tool?
- a department, function, or workgroup analysis

tool?
- a plant, division, or compsam analysis tool?
- a project or program analysis tool?

PMEMGC 5  5 Model usefulness for Maaufacturing Efficiency
Projects? for Manufacturing lavestment Projects?

PMEC 6  0 Implementation Costs?
- Seteral magnitude
- design 4 development
- implemantatio

*. - operation and maLtenea"

m. * Incentive Methodology in this application Infers Government to
Contractor Incentive System* such as IN4?.
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Table V.-D.-le-2. (cost.)

Pi4HIGC7  • Ability to meaure and allocate savIngS to sultiple
programt?

FKKMDC 8  • Ability to have productivity Improvement projects and
business program added and deleted? Flezibility of
model?

PHENGC9  * Ability to delineate comnercial and goverment program
besetits?

FKEMGC 10  a Quality of nodal output? Appropriateness of mdal
output portrayal? Flexibility of output for variable
audiences?

PKEGC1 1  a Accessibility of necessary input data? Preprocessing
of Input data required?

PHE4GC1 2  * Audtability of model?

PMIEGC 1 3  a Ability of model to handle long cycle times, multiple
products, frequent design changes, product six
changes?

PZNEGC 14 0 gase of translation and transfer of model within
defense Industry?

.F-KEC1 5  : Perceived complexity of model?

PHEMGC16  A Ability of modal to satisfy needs of sultiple users
(i.e.. Congres DoD, contractor, rnsnaers, staff,
etc.)?

PH C1 7  0 Uniqueness. and perceived utility of information
provided by model?

PKEIC 8  a Perceived implementation cost?

F4EGCJ9 0 lace of lInksags and quality of the link between what

46 the model macures and incentive methodology?

)M4DIC20  e Model's conformance to accepted coat ccounting
proactices?

PEIGC2 1 0 Does the nodal follow functional (organizational
chart) analysis or a cost-structured approach?

PHEHGC2 2  9 Model's allowance for comparing and contrasting Is
and As Vere" cost baselines vs. "To Se cost
basellos?
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Table V..l-.(cost-)

II,-I

:: .

PM4N4GC23 e Ability of model to incorporate uacertainty and risk?

EHI4D4GC2 4 Ability of model, us8g existing data, to track
productivity Improvemnt?

PHMENC 2 5  • Ability of model to treat ulti-dimenaionality of
perforance and productivity, i.e., ability of model
to ezamine cost factors and non-economic factors?

PKEMGC2 6  a Ability of model to substantively involve mrs and
people in the system in its development, evolution and
use?

PIEHGC2 7  • Ability of model to guide, direct, and even motivate
V?. action and implementation?

PHEMGC2 8  s Ability of model to support decisions?

PMEGC29 • Ability of model to satisfy the goals of DoD and
contractors?

PHqEMGC30 0 Ability of model to be Integrated successfully into
typical defense industry management systeme?
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D. Comparison and Evaluation Hethodology

2. Specific Criteria

5 CDEF: a) Has a functional structure been used?

b) Have function groups been identified?

c) Rae the financial reporting structure been "mapped.
against the functional structure?

d) Has a comprehensive Manufacturing Cost Nodel been
identified,

e) Rave Critical Success Factors and the related
performance measures been identified?

f) Have "as is' and 'to bee cost baselines been

established?

g) Ras project risk bees onsidered?

h) Hae the synergistic impact of the technology
Improvemnts been considered?

1) Ras a benefits tracking plan been developed?

WIPK: Does the model:

a) provide &a overall, Integrated measure of productivity
for a plant, division, firm, etc.?

b) provide an analytical mechanism for evaluating past
perf ormance?

c) provide important Inforuation for budget control?

d) provide constant value information on performance?

e) assesa and evaluate bottom-lne impact on profits from
shifts in productivity and price-recovery?

,,t f) track results of specific productivity improvement
Interventions or track total results of all
productivity improvement interventions?

) assist vith establishment of productivity menagement
planning?

798 ,
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h) provide In a succinct, integrated report containing
Information related to

- changes in resource utilisation and
output compoeltion.

- traditional 'pie chart," cost driver
analysis data.

- partial factor, multi-factor, and
total productivity ratio*.

- performance indexes, changes in
productivity, price-recovery and
profits from period to period.

- the constant-value dollar impact of
productivity and prLce-recovery
changes on profits.

I) provide management team vLth the ability to forecast
and simulate business conditions, cost patterns,
productivity trends, and to analyze these changes
(controlled, constrained or othervLse ) on overall
performance.

J) notivate more proactive productivity management
efforts on part of managemet teams.

k) reflect good management system design (i.e., consider
vho is managing and what is being managed in relation
to vhat ve are managing vith).

1) promote total factor (energy, capital, labor.
materials, data/Laformatlon) productivity management
decston-making.
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VIII.A.6 -Summary Remarks/Conclusions and
Recommenda tions

IZS b. Conclusions and Recommendations
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VIII.B. Final Report Briefing Materials

(Presented by VPC to Dr. John Mittino,
Deputy Assistant, Secretary of Defense)
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U: The Study
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: . Pruductivity Measurement
and

T1ncentive Methodology
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FIGURE IIil-I
Generic Productivity Management Methodology

as Related to Defense Industry

q Corporate Strategic Plani STAGE 1

* Disclosure Statement
* CDEF
* MFP),( (LTV)

J.. +

IFactory/Division/ProJect Analysial STAGE 2

Incentives * Developmental Plans
" Challenge Budgets (LTV)
" Cost Driver Analysis (LTV)
* Top Down IDEF, Node Structure

Macro

41' denti-fication of Proj-ects STAGE 3
MEP vs. MIP

o Nominal Group Technique (LTV)
s, IDEF (CDEF)
0 ROM Potential Savings/ROI

Selection of Projectsl STAGE 4

0 Decision Analysis
0 MCP/PMT (LTV)
* CBA
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Figure III-1 (cont.)
Generic Productivity Management Methodology

As Related to Defense Industry

ISources of Funds STAGE 5

0 Man Tech 0 Budget S IR&D 0 IMIP 0 Profit

Various Return Analysis/Decision Analysis
Techniques Depending Upon

Audience/Funding (i.e. LMI, CIA, Westinghouse, DCF)

q4,' -,
NO Different

Negotiations Source of STAGE 6
GO Funds (Lost

4 Profit in

+ GO Case of no
go IMIP)

IIMPLEMENTATIONI STAGE 7

lCost-Benefit Trackingi STAGE 81 +

Shared Savings Approach STAGE 9
Incentive I

* Rates and Factors Issues
* Projects vs. Overall Improvement

Issue
S Validation Issues
* CBT

+

0 Improved Productivity STAGE 10
/ Improved Competitiveness (OUTCOMES)

" / • Improved Performance /
/ Reduced Costs; Improved /

Quality, Improved/

~Overall Acquisition

for Government
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FIGURE 111-2
Depiction of LTV/VAPD's Basic Approach

to Productivity Management

Project Cost-Benefit IMIP
Incentives Anal/Track. SS Negot.
(i.e. IMIP) Use the H DC Model

MCPMM ,

Strategic Development Budgets Performance Profits

Plan Plan Prod. ______ ____
(Productivity 0 Projects Targets HCPM
Targets )

0 Mkt. Share
Targets

Learning Curves-,

Future Bids

Comments: 0 Process should be self-motivated
" IMIP utilized to minimize lost profit impact
" If there were overall total productivity improvement

incentives the company would likely do what Government g
is after anyway and with less difficulty than by way
of project focussed incentives.
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