Strategic Cost Management

Strategic cost management is not a new idea, but it is an idea that many organizations have difficulty implementing in practice. The concept of strategic cost management is the ‘application of cost management techniques so that they simultaneously improve the strategic position of a firm and reduce costs’ (Cooper and Slagmulder, 1998). As discussed in Chapter 1, the procurement organization in most companies spends more money than any other area, around 50 per cent of revenue for manufacturing firms, and over 20 per cent for most service firms. As a result, procurement is under constant pressure to reduce costs. Ultimately, companies really want to reduce the types of costs that are wasteful. Reducing such non-value-added costs ultimately improves the organization’s profitability because it cuts expenses without reducing revenue.

However, there are different ways to reduce costs. Costs can be reduced in such a way that it actually reduces the value that the organization is delivering to its customers and hurts the organization’s competitiveness. It defeats the purpose of cost reduction, which is generally to enhance profitability. Costs can be reduced in such a way that the impact is transparent or neutral to the customer, and it has no impact on the customers’ perception of the organization’s value. Third, costs can be reduced in such a way that the organization’s value to the customer is actually enhanced. The third is the preferred situation and the embodiment of strategic cost management.

The purpose of this chapter is to help the reader gain an understanding of the nature and application of strategic cost management. After introducing the concept of strategically managing costs, this chapter explores three topics in strategic cost management: total cost of ownership/acquisition, cost analysis and kaizen costing.

How to manage costs strategically
The first step to managing costs strategically is to understand the organization’s strategic focus. In the case of a for-profit organization or a competitive situation for a non-profit, the question that must be answered is: how does the organization compete to win and retain customers? In other words, how does the organization add distinctive value? There may be different answers to that question by business unit or customer segment. It is important that the procurement organization understands these different competitive strategies among the businesses it supports, so it makes the right decisions to support each business’s definition of success. In the case of non-profit or public agencies that are not competitive in nature, but that have the goal of supporting a specific mission, it is essential that they deeply understand the mission and the desired customer deliverables. Whether procurement is buying promotional materials, supplies or items that directly serve the customer, it must be done in a manner that is consistent with the organization’s mission and vision. There are three key elements of strategic cost management:

1. value proposition analysis

2. supply chain analysis

3. cost driver analysis.

Each of these is presented in more depth below.

Value proposition analysis
Strategic cost management should always begin with understanding the value proposition, because everything that the organization does should support the value proposition, which is sometimes referred to as a unique selling proposition. Value proposition analysis essentially considers how your organization competes within the marketplace. What is it that attracts customers to you to do business rather than to another potential supplier? What advantage do you have to offer your customers above the competition? In order to effectively act upon this, you must understand and speak strategy. This is the only way you can effectively communicate with top management and make the right decisions to support the organization. There are some generic strategies that you might be familiar with. These include:

cost leadership, or being the low-cost provider

innovation – doing things first

niche – meeting the needs of a specific customer segment.

The three approaches above are approaches popularized by Michael Porter (1985) in his classic book Competitive Advantage. These approaches to competition are still valid today. However, there are many new approaches as well. The most popular among these include competing based on the following:

Time, or speed to market: This was a very popular strategy in the late 1990s and continues to be an important approach to doing business today.

Service/solution provider: This has become one of the key ways for organizations to compete in this decade. Being a full-service solution provider requires a high level of understanding of customer needs and flexibility in willingness to meet those customer needs.
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Supply chain analysis
Supply chain management is defined as the management of the flow of information, inventory, cash and processes from the earliest supplier to the ultimate consumer, including the final disposition process. This definition embodies a broad process perspective of the supply chain. Thus, analysing the supply chain must take a broad perspective, because of the many interrelationships and interactions among members of the supply chain.

Why has there been such an increased focus on supply chain management? Supply chains took on a new focus during the global Covid-19 pandemic of 2020–21. It became clear that excellent and agile supply chains were essential to preventing disruption, and to recovering quickly from large surges in demand, shortages and reduced supply of labour and other inputs. Further, supply chain costs are often the major percentage of an organization’s total costs. With companies relying heavily on suppliers for so much of their added value, it is more important than ever to select the right suppliers and manage them effectively. Poor supply chain performance increases costs as an organization attempts to recover from its mistakes. It can also create customer ill-will, which could have customers looking for alternatives. With the rapidly changing competitive environment organizations face today, the ability to design the right supply chain and continuously redesign it as needed can keep the organization agile and ahead of the competitive curve.
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Cost driver analysis
Cost driver analysis relates to what processes, activities and decisions actually create costs in a supply chain. The cost drivers vary over time, and among different products and services. Some of the generic cost drivers include:

use of non-standard materials and components and parts

lengthy approval processes

scale of operations. For example, a very large manufacturing operation, retailer or distributor must have high volumes in order to be profitable. A smaller operation may actually be unprofitable at high volume levels because of overtime costs, inefficiency in operations and machine breakdowns and maintenance issues.

a high level of finished goods product mix. The more options the organization offers its customers, the more inventory it may have to carry, and the more flexible it must be in its production operations.

Cost drivers can also be related to the organization’s internal and external processes. One of the key issues to remember is that cost drivers are not inherently good or bad. They must be analysed relative to their value. For example, a high level of finished goods product mix clearly adds complexity and cost relative to offering a single product. However, that might be the organization’s value proposition: to provide customers with a higher level of product offerings than the competition. Thus, one must always look at cost drivers relative to the value that they add and how these cost drivers are related to other costs.

Returning to the Amazon example, Amazon made a clear decision to invest heavily in its fulfilment centres and transportation, adding costs to its supply chain. For example, its combined shipping and fulfilment costs grew from $5.5 billion in 2010 (16 per cent of sales) to $78.1 billion in 2019 (27.5 per cent of sales). In explanation of this trend, Amazon notes in each of its 2010–20 annual reports, ‘We expect our cost of shipping to continue to increase to the extent our customers accept and use our shipping offers at an increasing rate… We seek to mitigate costs of shipping over time in part through achieving higher sales volumes, optimizing our fulfilment network, negotiating better terms with our suppliers, and achieving better operating efficiencies. We believe that offering low prices to our customers is fundamental to our future success, and one way we offer lower prices is through shipping offers’ (Amazon, 2020: 26).

In other words, Amazon is telling its shareholders that it is fully aware that shipping is a cost driver, but it is designing its supply chain to mitigate that, and it believes that its fast and flexible shipping is a key value proposition to its customers! It is counting on the capability of its new distribution centres to add enough customer value at a lower cost per unit shipped to more than pay for its enhanced customer value proposition of increased fast delivery. Given Amazon’s strong revenue, profit and market share growth, this investment appears to be working. The benefits of a strategic cost management approach may not come overnight but may represent a long-term commitment to reduced cost and customer value enhancement.

Summary of strategic cost management
Strategic cost management is a way of thinking about how to enhance the customer value proposition while simultaneously reducing cost. Strategic cost management should be part of new product and service design, so that the most cost-effective, highest-value products and services are introduced in the marketplace. Strategic cost management can be incorporated into new product design through target costing, embracing specific cost goals and customer attributes, as presented below. Strategic cost management should be part of everyday business operations and support continuous improvement efforts as the external environment, including competition and customer demands, evolves. Most importantly, for strategic cost management to be truly effective, it should be part of the organization’s philosophy – a process and a way of thinking that is embraced by everyone, at all levels of the organization. One of the tools to support strategic cost management is total cost of ownership analysis, which entails really understanding the cost of a particular good or service.






Total cost of acquisition/ownership
Total cost of ownership (TCO) is defined here as a philosophy for understanding all relevant supply-chain-related costs of doing business with a particular supplier for a particular good/service, or the cost of a process or particular supply chain design. In its broadest sense, total cost of ownership looks at the ‘big’ picture, considering many costs beyond price. When you make strategic decisions, you really want to understand the costs involved, and perhaps even set some targets for what you’re willing to pay.

A five-step process to implementing TCO

The five steps to implementing a TCO approach in the organization are as follows:

Determine desired benefits of TCO.

Form a team to work on TCO analysis.

Identify relevant costs and gather data.

Fine-tune the TCO analysis, including sensitivity analysis.

Present recommendations to top management.

From a strategic cost management approach, TCO is a misnomer, in that TCO must also consider revenue implications. In situations where organizations make a change that is not revenue neutral, it is not enough to simply capture the costs of change; the revenue impact must also be captured. The first step in TCO analysis is deciding why the organization wants to conduct a TCO analysis.







Step 1: Determine desired benefits of TCO
The first step in a TCO analysis is deciding what benefits you are seeking in conducting the analysis. You probably already have a particular project in mind. There may be multiple reasons to conduct a TCO analysis. A list of potential reasons is shown below:

provide performance measurement

framework for cost analysis

benchmark performance

more informed decision making

communication of cost issues, internally and with suppliers

encourage cross-functional interaction

support external teams with suppliers

better insight/understanding of cost drivers

build a business case

support an outsourcing analysis

support continuous improvement

help identify cost saving opportunities

prioritize/focus time on high potential opportunities

The benefits that you think you can achieve using TCO analysis must be very strong because TCO analysis requires a big commitment of time and effort on your part, as well as on the part of many others in your organization. At every step of the way in a TCO project, you want to think about cost/benefit. Is it likely that the benefits of the analysis will outweigh the costs? If you answer no, TCO analysis is not recommended. If you can answer yes, then you need to identify whether the project you have chosen has the characteristics that are important in a successful TCO project.

Some of the characteristics that make a purchase, outsourcing analysis or process analysis well suited for TCO analysis include that the purchase is a relatively large spend amount, procurement believes the item has significant transaction costs associated with it that are not currently recognized, and there is an opportunity to have an impact on that spend area via negotiation, changing suppliers or improving internal operations.

Capital purchases are virtually always good candidates for TCO analysis because after what appears to be a relatively large initial outlay, there continue to be costs associated with usage year after year and day after day. Leading organizations such as Johnson & Johnson do TCO analysis on major purchases, such as acquiring a fleet of vehicles. Intel uses TCO analysis on all of its capital equipment, especially the capital used in production. Other companies, such as Phillips, Heineken and Texas Instruments, have used it to select suppliers of parts and components when there are important differences in things such as quality, service, lead times and inventory levels. Imagine that a tech company like Sony is trying to determine where it should source a certain part for its Pencoed, Wales professional camera systems. Its goal would include more informed decision making, identification of cost reduction opportunities and perhaps more.

Step 2: Form a team to work on TCO analysis
Team formation will vary depending on the project under consideration. Sometimes, a team is formed during step 1 when a project is identified. The specific team membership may change as the TCO project is formed during step 1. At a minimum, the team should include procurement, users and any functional/technical experts. Finance/accounting should be part of the team to add credibility to the calculations. TCO analysis is best done in a team setting. Because TCO analysis is time-consuming and complex, it is important to gain the commitment and cooperation of others in advance. Before proceeding, it is also important to consider the following:

What is in it for others?

Why should they cooperate?

How will it improve their job environment and company performance?

Do we need top management sponsorship? Who and why?

Gaining participation of others in TCO analysis may require persuasion. In some cases, the organization might want to include supply chain members, such as key customers, suppliers or logistics providers if they have a significant impact on the TCO, or the outcome of the analysis may have a significant impact on them. In a supplier selection team like the one Sony would need in the example above, members might include engineering or design (since it is a high-tech item), procurement, manufacturing, logistics and others who might be affected or have important information about the process or potential suppliers.

Step 3: Identify relevant costs and gather data
At this step, the real work begins. It is important at this stage to keep the scope of the TCO analysis reasonable to make sure benefits exceed cost. To really understand the costs associated with the supplier options, it is necessary to draw a process map or flow diagram for each option. This would include locations, time, costs and inventory levels at each step of the process.

The team uses the process flowcharts to help them with their brainstorming of cost drivers. Brainstorming is an excellent approach for coming up with a laundry list of possible cost elements that will later be narrowed down based on importance and impact. This list would include:

price for items

quality levels

lead times

inventory levels

transportation, duties and tariffs

payment terms (impact cash flow and money tied up)

damage in transit.

Note that the non-cost items will not be a part of the cost analysis. These issues will be discussed as ‘soft costs’ or other issues. Lead times are only a cost to the extent that the company must carry more inventory or have more obsolete items because of long lead times. In TCO, only costs that are incremental and have a direct impact on the bottom line are included in the calculation. They are now ready to gather cost data.

Gathering the cost data can require a significant number of queries and even manual effort. When Intel is looking at manufacturing equipment, it must consider how that equipment interfaces with the other equipment used in production, defect rates produced by equipment, uptime, the frequency of required maintenance, capacity available versus capacity needed, and more. Most of the data needed is not readily available in the form needed in the accounting system. Most TCO analyses are conducted on spreadsheets because spreadsheets allow the flexibility to change as assumptions change and have sufficient power to handle all but the most sophisticated TCO analysis. To make the comparison of alternatives meaningful, the costs will be translated to a cost per usable part. Costs must be gathered for each viable alternative.

Step 4: Fine-tune the TCO analysis, including sensitivity analysis
Many of the costs within the TCO model may be estimates. The team may have a ‘range’ of reasonable cost estimates for certain cost elements, such as transportation cost and damage. In that case, the team should do a ‘sensitivity analysis’, reanalyzing the total model with different cost estimates to see how sensitive the model is to changes in those costs. What if volume increases or decreases significantly? How would that affect the price paid in each alternative? For capital equipment, how is the TCO per unit of output affected as volume changes? If our estimates are off by a small percentage, might another piece of equipment be preferred?

If the decision recommendation changes as the estimates change, the team should investigate those particular cost elements more carefully – trying to improve its level of confidence in its estimates. Again, this is a cost/benefit issue. How much time should we invest in getting very precise in certain cost elements that won’t have any impact on the outcome of our analysis anyway? If the decision is unaffected as the estimate changes, it is probably not worth the time to refine the estimate for that variable. When the team is comfortable, it is ready to use the data in decision making and/or present the results to top management. You need to be ready to answer all potential ‘what if’ questions from top management.

Step 5: Present recommendations to top management
Once the team is comfortable with the data and has addressed areas of uncertainty through sensitivity analysis and additional data gathering, it is ready to prepare its presentation to management. This presentation should include the quantitative results of the TCO analysis, as well as other ‘soft’ factors that are more difficult to quantify. A good format to use for a report or presentation to top management includes:

executive summary: includes brief background, summary of alternatives, key issues, TCO results, key sensitivities and recommendation

summary of TCO analysis results

sensitivities

non-cost issues

recommendations

appendices with detailed calculations and assumptions.

Once a TCO project is approved, it is important to monitor the implementation and actual results to learn about how to improve future processes. In addition, project documentation should be retained, preferably in a digital format, on an intranet or in the cloud, so that future TCO teams can benefit from the learnings of related projects.


Cost analysis
Cost analysis is a tool that complements both strategic cost management and total cost of ownership analysis. Cost analysis involves developing an understanding of the costs that underlie the items purchased – whether goods or services. This includes estimating the costs of labour, materials and components, cost of equipment, overhead and a reasonable profit margin. Understanding the cost structure helps the organization to understand whether it is paying a fair price. In addition, cost analysis sheds light on the cost drivers and potential areas for cost reduction, as well as whether it is appropriate to expect discounts for economies of scale achieved from volume increases. While entire books have been written about cost analysis, this section will focus on the basic principles rather than specific techniques.

We always conduct cost analysis with the customer in mind. What does the customer want and need, and how much are they willing to pay for it? What is the relative value of a feature versus its cost? To focus on cost alone would violate the principles of strategic cost management.




Level of detail and accuracy of cost analysis
There are three basic approaches to gathering data for cost analysis: roundtable, comparison and detailed analysis. In a roundtable approach, experts are brought together to develop the cost estimates, usually without detailed drawings or a bill of materials, and with limited information on specifications. Comparison estimating is based on determining the historical cost of the same or similar item as the one being estimated and adjusting or projecting the historical cost for future production. This comparison may be done at the cost element level or total price level. Detailed analysis estimating is characterized by a thorough review of all components, processes and assemblies. It is the most accurate of the three methods for estimating the direct cost of production. It is also the most time-consuming and expensive. The level of detail can be varied to meet your needs. Each of these approaches has advantages and disadvantages, as shown in Table 6.1.
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Types of cost analysis
The three types of cost analysis presented here include target costing, should-cost analysis and supplier cost disclosure.

Target cost analysis is an approach used for new products, or major changes in products, where the organization, often led by sales or marketing, determines what they can afford to pay for the product based on their estimation of what the customer will pay, less the required profit margin. The costs are then allocated to the various cost categories and suppliers are asked to try to meet or beat targets, sometimes with little relationship to what an item realistically should cost.

Should-cost analysis should always be the basis for developing your supplier negotiation and improvement plans when utilizing cost analysis. All of the variations in Table 6.1 are types of should-cost analysis because we are actually estimating what an item should cost, based on what is required to produce the item. A proactive should-cost analysis can be compared to the supplier’s current practices to identify inefficiencies and recommend improvements.

Supplier cost disclosure involves asking a supplier to share its cost breakdown with you in order that you can better understand the cost drivers. Ideally, a buyer would use this to look for areas of improvement. However, suppliers fear that buyers will use this to negotiate leaner margins, so they are often hesitant to disclose, or may disclose false information. If you require a supplier to share this information and force the issue, it is likely to hurt the relationship and result in false data. Supplier cost disclosure is most effective when the buyer and supplier have a close, long-term relationship built on trust. In addition, comparing supplier cost disclosure to should-cost data and/or target cost data is a good way to check your own knowledge of the supplier’s processes, and gain a deeper understanding in areas where your estimates are far from the supplier’s actual costs.


Kaizen costing
Kaizen costing is a continuous improvement approach for cost management and reduction via waste reduction. Considered to be a basic element of all lean production and lean methods, kaizen aims for fast results. It is very compatible with the ideas of strategic cost management. Kaizen embraces the notion of including representatives at all levels, knowledge and skill sets within the company to contribute to improvements in cost and processes. It also presumes that nothing is ever perfect – systems and processes can always be improved upon. Value stream mapping and root-cause analysis, employing the five whys and other techniques help identify waste. For example, the five whys, largely credited to Toyota, asks the question ‘why’ five times in an effort to uncover underlying problems rather than simply treat their symptoms. When there is a problem, the five whys approach asks ‘why’. For example:

‘Why is the grass brown and dried out?’
‘There is no rain and we have not been watering the grass.’

‘Why haven’t we been watering the grass?’
‘Because the sprinkler system is leaking.’

‘Why is it leaking?’
‘Because the maintenance crew ran over one of the sprinkler heads while they were mowing.’

‘Why?’
‘Because that sprinkler head was sticking up above ground level.’

‘Why?’
‘Because the ground settled, and that sprinkler head became improperly elevated.’
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Thus, we identify a solution to the problem – dig the sprinkler head placement deeper and replace it.

Kaizen principles are applicable across profit and non-profit businesses, government, manufacturing and services. Toyota founded the Toyota Production System Support Center to ‘contribute to society’ by sharing the Toyota Production System and help improve North American Industries. Kaizen activities were applied to help several children’s hospitals identify and solve a serious problem known as central line-associated bloodstream infections (CLABSIs). This occurs when a plastic tube is placed in a vein that goes directly to the heart. All the equipment was sterilized as in any medical procedure, yet this routine action kept leading to infections. After observing the process repeatedly, the Toyota volunteers found a pattern where some extra activities were occurring that were not included in the process, which were causing the problems. It developed a new, standardized process that included all the steps, and infections have been reduced by 75 per cent (Henshall, 2017). The United States Environmental Protection Agency recommends kaizen as an important tool to contribute to waste reduction and enhance environmental performance (USEPA, nd).


Summary and conclusions
Strategic cost management is an important process for improving an organization’s outcomes – both in terms of meeting customer needs and reducing costs. It is a holistic process that embraces new product development as well as ongoing improvements. To ensure that the costs data used in decision making are accurate and meaningful, strategic cost management should be based on total cost of ownership analysis and understanding underlying costs through cost analysis. Strategic cost management is completely compatible with kaizen costing. It represents an important way for procurement to contribute strategically to the organization.
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REAL-WORLD EXAMPLE Amazon'’s supply chain redesign

/An example of an organization that has continually redesigned its supply chain to stay ahead of the curve is Amazon. Amazon was founded in 1994 and began business as an online seller of rare and difficult to locate books in 1995, with no
inventory or warehouses, shipping out of a garage (Hartmans, 2021). When it discovered that it was difficult to be profitable doing this and wanted to reach a larger audience, it broadened its product line to all types of books and began to
build distribution centres in order to better serve its customers.

Amazon'’s stated mission is: ‘Amazon is guided by four principles: customer obsession rather than competitor focus, passion for invention, commitment to operational excellence and long-term thinking. We strive to be Earth’s most
customer-centric company, Earth’s best employer, and Earth’s safest place to work’ (Amazon, 2025). To support this mission, in the early 2000s it launched many other product lines, including electronics, CD, DVD and video sales, home,
computer, kitchen and toy stores (Office Timeline, 2020). Amazon has continued to adapt its supply chain, adding product lines, distribution centre locations and the newest technology to serve its customers more fully and more rapidly. It
went on a warehouse-building spree, investing $13.9 billion to build 50 new distribution centres in a two-year period beginning in 2010, and can have a distribution centre operational in 10 months (Kucera, 2013). It spent $775 million in
2012 on Kiva robots to improve distribution centre accuracy and speed (McCorvey, 2013). In 2017, it spent around $200 million on a single warehouse in Utah that employs only 180 workers, but many robots (Coombs, 2017). It is currently
investing heavily in transportation to provide its own delivery services, including Amazon Air (Berman, 2021).
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Table 6.1 Approaches to estimating cost for cost analysis

Skip table

Relative accuracy

Relative estimator consistency

Relative speed of development

Relative development cost

Relative data required

Roundtable

Comparison

Detailed

Low
because limited data used

Low

different experts give different judgements
Fast

little detailed analysis

Low

fast and little data development cost

Low

based on expert judgement

Moderate/high
depending on data, technique and estimator

Moderate/high

depending on data, technique and estimator
Moderately fast

especially with repetitive use

Moderate

depending on need for data collection and analysis

Moderate
only requires historical data

Moderate/high

depending on data, technique and estimator
Balanced scorecard

High

based on uniform application of principles
Slow

requires detailed design and analysis cost
High

detailed design and analysis cost

High

requires detailed design and analysis
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REAL-WORLD EXAMPLE IBM’s transformation to solution provider

IBM is an example of a company that transformed itself from an innovative provider of computer hardware and PCs to an innovative, full-service solution provider of IT systems, service, consulting and support, aimed at solving its customers’
problems. Its mission states: ‘IBM attracts and retains some of the world’s most talented people to help solve problems and provide an edge for businesses, governments and non-profits. Innovation is at the core of IBM’s strategy. The
company develops and sells software and systems hardware and a broad range of infrastructure, cloud and consulting services’ (IBM, 2013). By 2017, IBM had revised and expanded its mission statement, noting its emphasis on being a
solution provider, not a seller of systems and services as in 2013. In 2017, IBM’s mission was ‘to lead in the creation, development and manufacture of the industry’s most advanced information technologies, including computer systems,
software, networking systems, storage devices and microelectronics. And our worldwide network of IBM solutions and services professionals translates these advanced technologies into business value for our customers. We translate these
advanced technologies into value for our customers through our professional solutions, services and consulting businesses worldwide!

As illustrated by IBM, organizations may use a combination of the above strategies. In addition, the strategies used may change over time and vary by product and business unit. Early in its 100-plus-year history, IBM sold commercial scales
and cheese slicers as well as tabulators (IBM, 2013). Thus, one of the important things for procurement to be aware of is the current strategy for the products/services that it supports. This understanding facilitates making the correct buying
decisions to support that strategy. For example, if you are not aware of the strategy of your organization in selling its new product or service line, you will have no way of gauging how to weigh supplier selection criteria such as quality, price
and supplier technical innovation. Without this knowledge and understanding of your organization’s strategy, you could make the wrong decision and actually undermine the long-term success of the product. With the value proposition in
mind, procurement is in a position to begin to analyse ways to enhance the value proposition, while reducing cost.
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REAL-WORLD EXAMPLE Toyota manufacturing system
Kaizen costing is considered to be the heart of the Toyota Production System (TPS) (Toyota, nd). The TPS is a widely imitated and studied set of principles with the desired outcomes of providing:

* the customer with the highest quality vehicles, at the lowest possible cost, in a timely manner with the shortest possible lead times

e team members with work satisfaction, job security and fair treatment

e the company flexibility to respond to the market, achieve profit through cost reduction activities and long-term prosperity (Toyota, nd).
/At Toyota Material Handling’s European production sites, about 3,000 suggestions for improvements are received annually (Toyota, nd). This large number of suggestions is based on kaizen principles - those closest to the work are most
familiar with the inefficiencies and problems in the processes. The Toyota Production System also embraces the notion of quality, cost and delivery. Thus, all kaizen - continuous improvement efforts - are aimed at constantly improving on
quality, cost and delivery. Toyota emphasizes that all of its systems are customer-driven - based on the value proposition (Toyota, nd), just like strategic cost management.





