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COSTS - GET THEM - KNOW AND UNDERSTAND THEM - USE THEM 

If you designed for  your own u s e  a product  - say  a c a q e n e r  - You would be 
hesi tant  to supply i t  for  o ther  u s e s .  

Cost  sys t em w a s  designed for  other  u s e s  - not t o  c o m p a r e  engineering and 
manufactur ing a l t e rna t e s  

Types  of cos t  - 
Labor  
Mater ia l  
Overhead  

( through manufactur ing)  

Meaningful c o s t s  bea r  re la t ionship  to  value that  meaningful t e s t s  do t o  pe r fo rmance .  
Engrg .  & mfg.  mus t  have  meaningful cos t  t o  make  good value dec i s ions .  
Names  of t he  va r ious  c o s t s  and i t e m s  included i n  t hem v a r y  f r o m  plant t o  plant .  
Mgmt h a s  always ag reed  that meaningful c o s t s  should be provided t o  e n g r s .  for  
decis ion making but - prob lems  in  providing t h e m .  
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IN CONCLUSION - get cos t s  - know and unders tand  cos t s  - and use  c o s t s .  

COSTS - GET THEM - KNOW THEM - U S E  THEM 

Get t hem 

Know them 

Henry  F o r d  
Motor Dept.  Labor  & m a t e r i a l  only 

Laundry Dept . Can' t  t ake  c o s t s  out of plant 

X -Ray A1 1 blanked out 
(Hold up sample  p a r t )  

Labor  
Mater ia l  
Overhead 
Shop 
Out of pocket 
S tandard  

Actual 
Normal  
Decis ion 
Var iance  
P r i m e  
Mfg. 

"Bad r i d e s  with good" 
No m o r e  
Do c o s t s  support  r ight  dec is ions  

(gene ra l  overhead  r a t e s  
( engrg .  l iquidations 

Use them 

cem-" 
Evaluate t&x - each  p lan t ' s  p rac t i ce  m a y  v a r y  - make v s .  make  

F i r  s t  t i m e  (give example)  

Bellows Cover  cold control  
2-1 / 2 $  m o r e  

Get them - Know them - Use  them 
re -eva lua t e  a l l  of our  thinking 
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