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FIGURE I1I-1
Generic Productivity Management Methodology
as Related to Defense Industry
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Figure III-1 (cont.)
Generic Productivity Management Methodology
As Related to Defense Industry

| Sources of Funds|
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VIII.A.2 - LTV/VAPD Integrated Approach
a. LTV Presentation
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(1) Basic MFPMM eqtn. Profit = Productivity x Price Recovery

(2) SALES OUTPUT OUTPUT PRICE
- X
COSTS INPUT INPUT PRICE

) A Profit = A Productivity x 4 Price Recovery

A OUTPUT PRICE
(4) A Profit = A Prod. x

A INPUT MRICR

[ - v ]

v
Porecasted (1i.e. ~— we know
these from published data or
caa constrain 4 Output price
to galn compecitive edge.

A Iaput Price

(5) A Product Price or = A Prod. x
A Profit

[ - v J
.l

forecasted

from eqtn. (5), ve caa develop etrategic odbjectives for product
pricing and annual productivity improvement that are interrelated.

PICURE VII-C~l: Basic MFPMM Equation
and ites Derivation to Shov How
the Model 1e Utilized by LIV.
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VIII.6 — Summary Remarks/Conclusion and
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Table V.~D.=l.~1. Genmeric Criteria Useful ia
Evaluating Productivity Managesent
Methodologies (PMGC)

PMGCy ¢ Does the methodology incorporate a 2-3 year strategic
plaanning process?

PMGC, ® Does the planning process, by which the 2-3 year plan
is developed, substantively iaovolve all major,
relevant, and appropriate key decieion makers 1in the
orgaaization?

Frai

PMGCy ® Does the msthodology recognize the need for a
competent “champion”?

2 S

PMGCy ® Does the methodology incorporste wmechanisims for
managing change within & political and socioclogical
culture?

3

PMGCq ® Does the methodology ensure that productivity basics
are understood consistently by all perscas 1ia the
organiszation?

Besi

PMGCg ® Does the wmethodology counsider and incorporate a

process by vhich general avareness about the win-win
< features of productivity improvement can be developed?
Does the methodology recognisze that there are strong
pressures/restraining forces impeding productivity
improvement thst must be forthrightly and opealy dealt

*»

L

vith?

ig PMGCy ® Does the methodology incoporste the notion of stages
of development or evolution for the productivity
effort? .

! PMGCg ® Is there genuine,, resl, long-lasting top management

support for the effort? Does the methodology provide
a mechanisa for getting and keeping the support!?

e

v PMCCq ® Does the mathodology adequately provide for
integration of specific models, techniques, and stepe

;g vithin the methedology and a mechsnisa for integrating
these vith other management systeas?

) PMGCy o ® Does the =methedology define how the productivity

s sansgesent plan will integrate vith the dusiness plan,

" marketing plan, capital budgeting plan, loag-range

\‘ (5-25 year) strategy plan, etc.?

ih MGCy, e Does the w=ethodology utilize ostate-of-the-art
participative managesent techniques, at all levels of

:3 mansgemsat, to drive productivity isprovemsnt plans?

.'_t; 792
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PMGC) 2

PMGC 3

PMGCy 4

PMGCy 5

PMGCy ¢

PMGCy 9

mccls

PMGC) g

PMGCy0

PMGCoy

PMGC,,

Table V.-D.~1l.1. (cont.)

® Does the methodology specifically desl with how to
link strategic productivity improvement planning to
action planning and effective implementation?

o Does the wmethodology {incorporate mechanisims that
encourage and promote disciplined wmanagement of
budgets (all Tresources) at various levels of
management and supervision?

® Does the methodology incorporate coatinuing and
proactive development of improvesent measurement aand
evaluation systems? Does the methodology specifically
incoporate state-of-the-art productivity msssurement
and evaluation tachaiques?

® Does the methodology stroagly encourage periodic
measureaent and evaluation system sudits that check to
ensure that those things which truly constitute systea
performance are measured?

® Does the methodology recognize the difference betveen
measuremsent and evaluation systems for control
purposes versus those for development and improvesent
purposes? !

¢ Does tha methodology discourage measuring A while
hoping for B?

® Does the methodology define how various msasuremsnt
and evaluation systems will integrate into a cohesive,
effective wmanagement system that supports proactive
productivity mansgement?

® Does the methodology allow for personalized scorebosrd
building by sections, work groups, departments, atc.?

® Does the mesthodology promote countinuing, proactive
development of control end improvement techaniques
related to s&ll resorces? Does the wmwethodology
specifically iacorporate state-of-the—art productivity
control and improvement approsches and techniques for
labor, capital, energy, materials, and
data/iaformation?

® Does the msthodology encourage periodic audite of
control and improvement procedures?! Do ve audit vhat
ve really revard?

® Does the methodology discourage rewarding A while
hoping for B?
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PMGCy4

ﬂlch‘

PMGCy g

PHGC26

PMGCyy

PHGCza

PMGC3g

PMGCqy

PMGC 32

PMGC33

PMGC34

Table V.-D.~-1l.-1. (cont.)

Does the methodology encourage sad promote innovation
at all levels of the organizatioa?

Does the methodology utilize a “cost=-driver” snalysis
to identify wvhere improvemeant efforts are best
directed?

Does the msthodology define how to successfully link
control and improvemsnt to measuresent and evaluation,
and vice versa?

Does the methodology focus oa building effective
management systems as opposed to just sutomating? Are
our improvement efforts plecemsal attempts to optimize
subsystems at the expense of larger systea
performance?

Does the wmethodology strive to create goal-conguity/
win-vin situations? If the organization wins, will

the individual win also? .

Does the nethodology successfully utilize
state~of-the~art participative management techaiques
for productivity {sprovemsent plen 1identification,
developmeat, and implementation?

Does the methodology focus on execution of msanagement
basics as aa early step in productivity improvesent?

Does the wmethodology hold menagement, staff, aand
enployees asecountable in e disciplined, coneistent
fashion?

Does the wmethodology incopotate planaing for
maintaioing excellence omce it 1is achiasved?

Do all 1levels of management and staff understand the
methodology? Does the methodology isceporate plans to
involve management in its development and to coantinue
education as to the methodologies exscution?

Is the wethodology designed eo as to be self
motivating?

Is the methodology as simple as possible?
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v'.| -
:':u,: Table V.-D.~1.-2. Generic Criteria Useful N
3::', in Evaluating Productivity Measurement '
"l aad Eveluastion Models that will
) also Support Incentive methodology®
g
3 Oy 1;
e PMEMGC) ¢ Is the model easy to use? ’
b - Rase of Application -
C Y
o PMEMGC, ¢ Ease of Application for Prime Contractors. it
N o Base of Application for Subcopatractors. ',
"
; ) PMEMGC;, o Does model utilize existing company data bases? ;
Rt - Percent of dsta needed that is svailsble. 5
e PMEMGC3,y, ® Does the model require developing nev company dats ;
K bases? If needed data 1s not available, can model be f
-(::-, modified to provide valuable iaformation?
) = Nev dats bases that must be developed to use model.
‘.
{ PMEMGC, e What does the model measure? (directly & indirectly) b
Tt - Effectiveness )
- Bfficiency :
b = Quality N
e - Productivity ’
. = Quality of Work Life
= Ianovation
o = Profitability
1’ *
": PMEMGC,, o Is the model primarily designed for: ;
" - cost/benefit, cash flow projection and analysie? K
AN - cost/benefit, cash flow tracking & validation? ‘
o, - productivity weasuresent & evaluation?
») - a coatrol toel?
M, - an improvesaat tool?
N
2N - & department, fuaction, or werkgroup snalysis
- tool? '
» :: - a plant, divieion, or company analysis tool?
f = & project or program analyeis tool?
P PMEMGCs ¢ Model wusefulness for Msmufacturing Efficiency 3
,.. Projects? for Manufacturing Iavestment Projects? ht
;:‘,' \ PMEMGC ¢ Implesentatien Costs? :
WA - geseral msgaitude b
- - design & development
S¢S = implementatioa
: = operation sad maintenange 5
S ¢
A%y

K * Incentive Methodology in this applicatiom {nfers Government to
Contractor Inceative Systems such as IMIP.
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PMEMGC;

PMENGCg

PMENMGCq

PMEMGC) o

PMEMGCy

PMEMGC) 2

PMEMGC1 4

PMENGC, 4

PMEMGC, ¢

PMENMGC, ¢

Pﬁwcl7

Pumcls

PMEMGC; g

PMEMGC,q

PMEMGC

PH!HGsz

Tadle V.<D.~1.-2. ‘C.ﬂ‘o )

Ability to measure and alloecate savings to multiple
programs?

Ability to have productivity improvement projects and
business programs added and deleted? [Flexidility of

model?

Ability to delineate commercial and govermment prograa
benefits?

Quality of model output? Appropriateness of wmodel
output portrayal? FPlexibility of output for variable
audiences?

Accessidility of necessary input data? Preprocessing
of input data required?

Auditadbility of model?

Ability of wmodel to handle long cycle times, multiple
products, frequent design changes, product aix
changes?

Ease of translation and transfer of wmwodel withia
defense iandustry?

Perceived complexity of model?

Ability of wodel to satisfy seeds of multiple users
(i.e., Coagress, DoD, contractor, managers, staff,

etec. )?

Uniqueness . and perceived utility of {aformation
provided by model?

Perceived fmplemsntation cost?

Ease of linkags, and quality of the link between vhat
the model measures and incentive wethodolegy?

Model's conformance to accepted coet asccouating
proactices?

Does the model follow fuanctional (organizational
chart) analysis or a cost=structured approach?

Model's allowance for comparing and coantrasting “As ls
and As Were™ cost baselines ve. “To Be"™ cost

baselines?
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Y !
,.
Ks. -
-EI Tadle V.-D.-1.-2. (cemt.)
el
)
- PMENGC, 3 ® Ability of model to incorporate uancertaiaty and riek?
ey
T PMEMGC 4 ® Abilicty of wodel, using existing data, to track
[ productivity improvemeat?
-
:"’\ PMEMGC, 5 ® Ability of wmodel to trest multi-dimensionality of
v performance and productivity, {.e., ability of wodel .
. to examine cost factors snd non~economic factors? o)
D
“‘:‘. PMEMGC2q  © Ability of model to substantively involve users and A
3;." people in the systes in its developmeant, evolution and (N
! use?
v PMEMGC7 ® Ability of wodel to guide, direct, and even motivate 3
‘.;: action and implementation? ;
g, '
;:"' PMEMGC)g ® Ability of model to support decisions?
Ya ¥ .
A PMEMGCyq ® Ability of wmodel to satisfy the goals of DoD aad
.,’.' contractors? ' »
e a
X PMEMGC 3 ® Ability of model to be integrated successfully into
,4.}. typical defense iandustry managessnt systems?
‘ -
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.. ()
D. Compariscn sand Evaluatioan Methodology
2. Specific Criteria I:
2
. CDEF: a) Has a functiomal structure been used?
N b) Have functica greups been identiffied? 3
-\ :4
- c) Has the financial reporting etructure been “mapped” -
’ against the functional structure? )
u
) d) Has & cemprehensive Manufacturing Cost MNodel been =
identified? o
v -
,',’.3 e) Have Critical Success Pactors and the related ‘
perforasnce measures been identified? <
ﬂ £) Have “ss 18" and “"to be” cost Dbaselines been “
established? 0y
ﬁ g) Has project risk been censidered? t
't
h) Has the oeynergistic 1mpact of the technology =
iy improvements been counsidered? X3
Ry ik
- 1) Has s benefits tracking plan been developed? %)
. I
] "
MFPM: Does the model: d
'.:;' s) provide sa overall, integrated measure of productivity ;
- for s plant, division, firm, etc.? s
he
g b) provide sn asalytical mechanisa for evalusting past
v performance?
',_': c) provide important information for budget coatrol? w
' :
’ d) provide constant value information on performance? g.¢
: e) assess and evaluate dottom~line impact on profits from =
Ka shifte in productivity and price-recovery?
e f) track results of specific productivity {mprovement .
% interveations or track total vresults of all ‘
productivity improvesmeat interventions? b
“ g) assist with establishment of productivity management ey
- pleaning? &
ﬁ Kt
\J

"n
Cd '
; 798
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e e

h) provide in & succinct, integrated report contsining .
information related to
= changes in resource utilizatiocn and
output composition.

L 14 B M

= traditional “pie chart,” cost driver
analyeis data.

3

= partial factor, wulti-factor, and
total productivity ratios.

= performance 1indexes, changes 1in
productivity, price-recovery and
profits from period to periad.

= the constant-value dollar 1impact of
productivity sad price-recovery
changes on profits.

1) provide msnagement tesms vwith the ability to forecast
and simulate business coanditions, cost patterns,
productivity trends, and to analyze these changes
(controlled, constrained or otherwise ) on overall
performance.

] notivate more proactive productivity sanagement
efforts on part of managemsat teams.

k) reflect good management system design (i.e., counsider
vho is managing and vhat is being managed {n relation
to vhat ve are msanaging with).

1) promote total factor (energy, capital, labor,
materisls, data/information) productivity managemsnt
decision-making.
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VIII.A.6 - Summary Remarks/Conclusions and
Recommendations

b. Conclusions and Recommendations
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Figure III-1 (cont.)
Generic Productivity Management Methodology
As Related to Defense Industry

| Sources of Funds|

Lf Man Tech ® Budget ® IRSD e IMIP [ Profigl

Y

Various Return Analysis/Decision Analysis
Techniques Depending Upon
Audience/Funding (i.e. LMI, CBA, Westinghouse, DCF)

+
NO Different
Negotiationg > Source of
GO Funds (Lost
Profic in
+ GO Case of no
go IMIP)
| IMPLEMENTATION |
+

|Cost=Benefit Tracking|

+

Shared Savings Approach
Incentive

Rates and Factors Issues
Projects vs. Overall Improvement
Issue

Validation lssues

CBT

+

® Improved Productivity
¢ Improved Competitiveness
® Improved Performance
® Reduced Costs; Improved
Quality, Improved
Overall Acquisition
for Government
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