ABC RAPID PROTOTYPE EVENT

7-10 OCT 02

LESSONS LEARNED

Red River Army Depot

· Everyone collects cost, but not everyone can associate it back to FTE’s, man-hours, and percentage of time or number of items produced.

· We have a reporting system for collecting direct labor to programs, but indirect costs cannot be tied back to a program.

· We recommend that an area like Crossdrive – that has had an ABC model built be followed by a Lean Event; then, the following quarter, the ABC model be updated to document any cost improvements.  

· Cost of transmission includes cost of unloading, de-canning, movement from one work station to another which is not part of the manhour standard in that cost center.

· All (RRAD) compensation costs are charged to TRMD and Directorate for Operations at directorate level under indirect salaries.

· Parts cost will be based on year-to-date expenditures and distributed based on completions and work-in-process.

· Supervisors on the shop floor have the most knowledge of processes and personnel.

· Shop personnel were surprised at the cost allocated for a number of base operations offices (Legal for example) that were paid just in case we needed them.  

· Accounting anomalies affect the calculated price and must be included in the cost of producing.

· Backorders, depreciation, reimbursable support, and LSI contract employees did affect the price of items but should be identified separately so they are easier to identify.  

·   References and resources were well organized which helped the model build flow smoothly.  Prepping the transmission supervisors also helped immensely.

· Cost reports have their own codes such as Elements of Expense (EOE) and subject matter experts who were on hand greatly assisted in explaining the specific information included in those codes.    

·   Even though there was a great amount of preparation and input by SMEs both prior to and during the actual event, there still remains a lot of data cleansing, etc. to get a good working model.  

· With the ABC system, management was able to see what areas are contributing to the cost of a program, but not necessarily contributing to the output.

· A Production Controller stated she was surprised to see the actual dollar cost of parts and how it affected the price in the ABC model.  Reasons stated were long lead times, cannibalization of other transmissions, lack of personnel dedicated to parts management and constant changing of quantities on transmission programs.

· Operations recommends a full time DRM person be assigned to the ABC team.

