


 Each Component 

 Definition

 Measurement

 Considerations

 Cost

 Through-Put

 Work Flow



 Utilization

 Definition

 To Use

 To Produce

 How are we going to “Use” the equipment?

 What are Our “Goals” for it’s Use?

 What’s “Wrong” with the way we do it now?



 Utilization

 Measurement

 Start to Stop - On to Off

 Time, Pieces, Dollars

 How Much, How Long

 What Do We have Now?

 What are It’s Values in:

 Through-Put

 Cost to Use

 Cost NOT to Use



 Utilization

 Considerations

 Motivation

 Training

 Capacity Absorption



 Implementation

 Definition

 To Install

 To Place into Production

 Planning

 When?

 How Long Will It Take?

 Cost Considerations

 Timing

 Through-Put

 Work Flow



 Implementation

 Measurement

 Leader

 Team Members

 Planning Thoroughly

 Analysis Process

 Activity Schedule

 Progress Reviews

 Timing is Everything



 Implementation

 Considerations

 Disruption

 Change

 Risk



 Investment

 Definition

 The Purchase

 Funding

 Internal 

 External

 Decision Methodology

 Analysis Criteria

 Factors & Variables



 Investment

 Measurement

 Return on Investment

 Payback

 Increased Capacity

 Market Development

 Market Share



 Investment

 Considerations

 Analysis Method

 Risk Tolerance

 Financial Statement 



 Case Studies

 Problem, Situation, Goal

1. Item Currently in Place Does Not Produce the 
Capacity We Need

2. Item Currently in Place Costs More to Run/Maintain 
than Revenue Produced from Products Created By It

3. Item in Place Cannot “physically” Produce Output 
We Need Produced 



 Case Study Example

 Item Currently in Place Does Not Produce the 
Capacity We Need

 Folder Gluer that can only run at 100 kicks/minute

 Capacity we need is 200 kicks/minute

 Current (Sold) Demand is 150 kicks/minute

 Currently runs one shift – 5 “run” hours

 50 kicks needed/minute are Out-Sourced at $0.05/kick 



Machine
Production 
Rate/Hour

Contribution 
Per Click

Run 
Hours 

Per Shift
Contribution 
$$ Per Shift

Un-Utilized 
Contribution

Demand for Machine 9000 $0.10 5.00 $4500 -

Current Folder Gluer 6000 $0.10 5.00 $3000 -

Cost for Outsourcing 3000 ($0.05) 5.00 ($750)

TOTAL $2,250

New Folder Gluer 18000 $0.10 5.00 $9,000 $4,500 

Pre-Owned Folder 
Gluer 12000 $0.10 5.00 $6,000 $1,500 
Increased Attribute ς
New vs. Pre-Owned 50% 50% 200%



 Case Study Example

 “New” Machine

 List Price is: ___________

 Lead Time is: __________

 “Pre-Owned” Machine is:

 X years old

 Asking Price is: ________

 Lead Time is: __________

 Installation Costs are:

 “Installed”: ____________

 Fully Productive (estimated) at X weeks 



New Machine

Pre-Owned 

Machine Variance

Cost of Machine $100,000 $75,000 ($25,000)

Lead Time (days) 150 50 (100)

Outsourced Cost/per day $750 $750 $0 

Outsourced Cost during Lead Time $112,500 $37,500 ($75,000)

Installation Duration (Run Days) 10 10 0 

Contribution/Day (Current) $3,000 $3,000 $0 

Lost Contribution during Installation $30,000 $30,000 $0 

Total Cost of Machine - Installed $242,500 $142,500 ($100,000)

Contribution over Next Six Months @ 

Current Demand $585,000 $585,000 $0 

Payback @ Six Months $342,500 $442,500 $100,000 

At Capacity - Additional Contribution 

ïOver Next Six Months $585,000 $195,000 ($390,000)



Questions?



Thank You


