
401k plans, 144–147
5S analysis, 12

A
ABC inventory replenishment, 

215–216
Acquisition

Cost reductions, 6–7
Integration, 283–307
Integration manager, 290–291
Metrics, 305–306
Pacing, 306–307
Spend analysis, 194
Synergy realization, 286–289

Advertising analysis, 56–58
Assembly line

Confi guration, 96
Length, 96–97

B
Batch sizing rule, 268, 278–279
Benchmarking, 12–13
Benefi t

Administration reduction, 137–139
Deductions, 138–139
Enrollment, 139
Metrics, 154
Standardization, 138

Bill of materials, 221–222
Bonus plan, review of, 132, 147
Bottleneck, see Constraint
Break rule, 268
Breakeven analysis, 13
Browse-to-buy conversion ratio, 60
Budget

Capital, 233
Zero-based, 20
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Buffer
Constraint, 270–273
Dynamic, 273
Management report, 273

C
Cancellation decision, 73–75
Capacity reduction analysis, 

279–280
Cause-and-effect diagram, 16–18
Cellular manufacturing, 93–94
Changeovers, quick, 95
Check sheets, 13–14
Commission restructuring, 128–129
Commodity spend report, 191
Compensation, see Wage
Constraint

Buffer, 270–273
Defi nitions, 256–257
Investments, 230
Location, 260–264
Management, 264–268
Nature of, 254–256
Policies, 268–270
Utilization, 246, 281

Container sizes, 97
Continuous fl ow, 94
Contractors, use of, 131–132
Contracts database, 187
Control charts, 98–100
Copayments, 142
Cost reduction

Advantages of, 7–8
Disadvantages of, 8
Need for, 4–7
Politics, 8–9
Priorities, 9–11

CO
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Questions, 28–29
Reports, 29–34
Strategy matrix, 185
Tools, 11–20

Costing
Step, 132
Target, 61–72

Credit cards, see Procurement cards, 
161–164

Cross-docking, 218
Cross-training, 130
Customer

Class analysis, 39
Dropped analysis, 42–44
Margin matrix, 38
Mix analysis, 37–39
Turnover, 60

Cycle time report, 27

D
Deductibles, 142
Deduction analysis, 55
Degree of unbalance, 104
Dental coverage, 144
Disability insurance, 139–140
Discount tracking, 186, 188
Distributor, see Supplier
Downstream workstation investments, 

234–235
Downtime percentage, 104
Drop shipping, 218
Dropped customer analysis, 42–44
Dynamic buffering, 273

E
Early payment analysis, 189–190
Employee

Attrition, 121
Cost roll-up, 109–110
Cross-training, 130
Idea systems, 14–15
Integration, 294–300
Layoffs, 300–301
Metrics, 133–134
Outsourcing, 130

Part-time, use of, 129–130
Profi tability, 113–115
Reduction, see Workforce reduction 

analysis
Screening, 152
Training, 148–150
Turnover, 126–127
Wellness programs, 151

Entitlements, 5
Error quantifi cation, 15–16
Evaluated receipts system, 164–168, 

179
Exit costs, 75–76
Expediting, 102

F
Facility reduction analysis, 242–243
Failure metrics, 34
Feature reduction analysis, 239–241
First-time yield, 104
Fishbone diagram, 16–18
Fixed asset

Acquisition synergies, 288
Audit, 237
Budgeting, 229–235
Commoditization, 241
Condition tracking, 245
Feature reduction analysis, 239–241
Location tracking, 244–245
Maintenance analysis, 243–244
Metrics, 245–246
Outsource alternative, 237–238
Retention analysis, 243

Fixed cost
Analysis, 16
Base, 4–5

Form, capital budgeting, 230–231

G
Gravity-fl ow racking, 220

H
Hiring

Analysis, 123
Delays, 120, 124

Hoteling, 242

Cost reduction (Continued )
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I
Idea systems, 14–15
Idle capacity, 280
Incentive plans, 49–51
Income statement formats, 40–41, 

43
Infl ation, 5
Inspection methods, 97–98
Instructions, operating, 101
Insurance

Dental, 144
Disability, 139–140
Inventory, 204
Life, 140
Medical, 140–144
Vision, 144
Workers’ compensation, 

151–152
Integration

Manager, 290–291
Pacing, 306–307

Inventory
Buffer trend report, 234
Disposition, 222–223
Distributor-managed, 202–203
Forecasting, 213–214
Metrics, 227–228
Non-cancelable and non-returnable, 

226–227
Obsolescence, 203, 222–224, 

228
Ordering lead times, 214
Ownership, 216
Phased deliveries, 216–217
Purchasing, 213–217
Receiving, 217
Recordkeeping, 201
Replenishment, 215–216
Risk pooling, 215
Storage, 217–221
Turnover, 88, 227–228

Ishikawa diagram, 16–18

K
Kaizen costing, 67–69
Key account manager, 175–176

L
Lawsuit, potential for, 118
Learning curve, 67
Lease versus buy decision, 238–240
Leaves of absence, 122
Life insurance, 140
Lifetime limits, 142
Liquidation option, 78
Local optimization, 270
Location tracking, 244–245

M
Machinery

Assignment, 103
Monument, 94–95, 241–242
Standardization, 103

Maintenance planning, 102–103
Maintenance, repair, and operations 

analysis, 199–209
Manufacturing effectiveness, 104
Marketing

Cost reductions, 56–59
Effi ciency and effectiveness, 58
Metrics, 59–60

Maverick spenders, 188–189
Medical insurance, 140–144
Merger, see Acquisition
Merit-based pay, 125–126
Metrics

Acquisition, 305–306
Benefi t, 154
Failure, 34
Fixed asset, 245–246
Inventory, 227–228
Maintenance, repair, and operations, 

209
Payroll, 13–134
Procurement, 179–180
Product, 88–89
Production, 103–104
Sales and marketing, 59–60
Spend analysis, 196–197
Throughput, 280–281

Milestone control, 70–72
Mistake proofi ng, 101
Monument equipment, 94–95, 241–242
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N
Non-cancelable and non-returnable 

inventory, 226
North American Industry Classifi cation 

System, 182

O
Obsolete inventory percentage, 228
Operating assets ratio, 246
Operating instructions, 101
Opportunity cost of operations, 

259–260
Original equipment manufacturer parts, 

204
Outsourcing

Fixed assets, 237–238
Products, 83–85

Overhead allocation, 10, 76–78
Overtime

Avoidance, 269
Pay, 120

P
Pareto analysis, 201–202
Parts

Duplication, 186
Original equipment manufacturer, 

204
Reuse, 89
Substitution, 222

Payoff matrix, 29
Payroll cost reduction, 107–135
Pensions, defi ned benefi t, 144
Policy constraints, 268–270
Politics, impact on cost reduction, 

8–9
Prescriptions, 143
Price

Protection, 225–226
Setting, 44–46, 72

Private label purchasing, 205
Process

Analysis, 21–28
Integration, 303–304

Procurement
Cards, 161–164, 179
Catalogs, on-line, 188

Centralized, 188
Inventory, 213–217
Private label, 205
Process fl ow, 160–161
Requisition elimination, 168–170

Product family consolidation, 173
Product line elimination, 79–80
Production

Line balance, 269
Scheduling, 273–277

Productive capacity, 280
Productivity analysis, 46–47
Products

Customization of, 86–88
Design of, 225
Master fi le, 224
Metrics for, 88–89
New, 81–83
Outsourcing of, 83–85
Per design platform, 88–89
Reworking of, 85
Unprofi table, 73–81

Production
Complexity, 92
Flow, 92–93
Metrics, 103–104

Profi t center reporting, 10
Profi t per person, 134
Promotions analysis, 59
Protective capacity, 280
Purchase order

Metrics, 179–180, 197
Updates, 214–215

Purchasing, see Procurement

Q
Quick changeovers, 95
Quote-to-close ratio, 60

R
Rebates, incumbent, 188
Recycling program, 207
Relevant range analysis, 18
Report

Buffer management, 273
Capital spending, 236
Commodity spend, 191
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Compliance profi t impact, 191
Cost reduction status, 33
Cycle time, 27
Early payment, 190
Error, 15
Inventory buffer trend, 234
Profi t center, 10
Supplier spend, 192
Synergy valuation, 289

Retirement modeling, 117
Return on operating assets, 246
Reverse auctions, 177–178
Risk pooling, 215
Risk matrix, 30

S
Sabbaticals, 122
Salaries, see Wage, 121
Sales

Deduction systems, 55
Effectiveness analysis, 48–49, 59
Expense analysis, 47–48
Integration, 302–303
Metrics, 59–60
Per person, 134
Process fl ow, 53–54
Productivity analysis, 46–47, 59
Region analysis, 39–42
Throughput analysis, 51–52

Salesperson analysis, 49–51
Serpentine assembly line, 96
Severance package, 117
Sick time, 147–148
Snack expenditures, 148
Source inspection, 97–98
Sourcing distance, 177
Spend analysis

Compliance, 187
Database, 181–184, 200
Management systems, 194–196
Metrics, 196–197
Process, 184–190
Reports, 191–193
Rollout, 193–194

Spousal coverage, 143–144
Sprint capacity, 234
Step costs, 132

Stock grant acceleration, 117–118
Stock-keeping unit

Analysis, 199
Consolidation, 203–204

Storage
Cubic, 219–220
First-in, fi rst-out, 220–221
Temporary, 128–219

Strategic sales, 51
Supplier

Compliance, 189
Consolidation, 171–173
Distance, 214
Fragmentation, 184–185
Lead times, 214
MRO assistance, 208–209
Price reductions, 174–175, 205–206
Relations, 174–176
Spend report, 192

Supply chain fi nancing, 176
Synergy analysis, 286–289

T
Target costing, 61–72, 89
Tax synergies, 289
Technology integration, 304–305
Theft reduction, 206
Theory of constraints, 251–259
Throughput analysis, 44–46, 51–52, 

81–83, 83–85, 91–92, 251–282
Tool reuse, 206–207
Total cost analysis, 18
Training, 148–150
Transfer pricing, 10

U
Unemployment insurance, 118
Unpaid days off, 121
Unscheduled downtime percentage, 104
Upstream workstation investments, 

232–234

V
Vacation

Accrual, 117
Time, 150–151
Usage, 120
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Value engineering, 63–67
Value stream mapping, 18–19
Vendor, see Supplier
Vision coverage, 144

W
Wage

Delayed increases, 121
Freezes, 122
Increases, institutionalized, 125–128
Integration, 301–302
Merit-based, 125–126
Metrics, 133–134
Reductions, 122

Warranty claims percentage, 89

Waste analysis, 19–20
Wellness programs, 151
Work center utilization, 280
Work rules, 268
Worker Adjustment and Retraining 

Notifi cation Act, 133
Workers’ compensation insurance, 

151–152
Workforce

Reduction analysis, 107–123
Restructuring, 129–131

Workweek reduction, 121

Z
Zero-based budgeting, 20
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