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Appendix B 
 

 

The subsequent material is supplementary material for the 

finely-tuned use of the DTCN/DTC methodology. 

 
Abstract 

 

This supplementary material is cumulative, so readers are invited to add their supplements or 

applications of DTCN/DTC methodology. 

Please send them to the author even if they are in the preliminary stages. After due consideration, 

they will be added to the revised version of this book or listed on the DTCN/DTC home page. 

 

1. Framework Flow Chart for the Storage of Know-how and Cost Management in Enterprises 

2. Creating Missions of Seeds, Needs and Mine or My Own Organization 

3. Creating Customer Needs by Information Node and Concurrent Engineering Flow Chart 

4. What is "Plan to Cost"? 

5. Method for Cost Reduction and Improvements at Manufacturing Sites 

6. Method for Effective and Proper Expediting 

7.Inquiries and Reports, Planning Papers and Implementation Plans  

8 Forms of Meetings, Their Classification and Uses 
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Appendix B-1 

 

Framework Flow Chart  
For the Storage of Know-how and Cost Management in 
Enterprises 
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Framework Flow Chart for Storage of Know-how and Cost Management in Enterprises 

 

(1) The storage of know-how and cost management in-house is necessary for the survival and growth of 

an enterprise. Fig. 1 is a flow chart showing the contents. If there is an interruption anywhere in the 

flow, the enterprise cannot grow. Therefore this flow chart is the basic criteria for the storage of 

know-how and cost management in an enterprise. The "K-card" in Fig. 1 indicates "K-card or its 

database of know-how and cost data." 

 

(2) The concept of Grade of Estimate in the left of Fig. 1 is as shown in Fig. 2. The contents of Fig. 2 can 

be summarized as follows. Grade of Estimate 9 means the accuracy of estimate during the phase in 

which "value creation" is getting started with PMD, etc. in circumstances where the matters wanted 

are not specialized. Grade of Estimate 7 is for the early stage of the project and is the only 

requirement with a wide margin of estimate. Grade of Estimate 1 corresponds to the case in which a 

highly precise estimate is possible because the results of man-power and reviewed result are 

available. Grade of Estimate 0 means the accuracy of estimate in circumstances in which production 

is steadily repeated because of already stabilized market needs. For example, for the same one 

million yen, the grade of estimate 7 may give an error of ±50% or so, and grade 1, very little error. 
 

(3)  The following is an actual case. About 10 years ago, a company whose management flow chart was 

interrupted almost became bankrupt. The company, which was in the red, accepted a director from 

the parent company. At the first sales meeting he attended, the following comments were 

exchanged: 

 

Head of Sales Department: We got the contract of this product for 1.2 million yen. 

Director: Do you have a proper profit? 

Head of Sales Department: Yes, of course. 

Director: What is your judgement based on? 

Head of Sales Department: I believe so because it is compatible with the manufacturing cost. 

Director: Well, well. Where has the GCIP gone? (GCIP: General Cost, Interest and Profit) 

Head of Sales Department: It’s OK because this company’s way of estimating costs differs from 

yours. 

Director: Check it with the Accounting Department. 

 

The next morning... 
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Head of Sales Department: Everything is working as you said. 

Director: Why were you possessed with such an idea?  

Head of Sales Department: Here is an instruction for sales.  

 

 

1. Standard product price is manufacturing cost multiplied by 115%. 

2. Custom product price for the user is manufacturing cost multiplied by 150%. 

   Custom product price for the dealer is in principle 90%. 

 

       I thought that on the basis of this data in instruction, we could make a profit even if we sold 

our product at manufacturing cost 

 

Director: The instructions are vague, don’t you think? The second sentence of paragraph 2 should 

have been clearly expressed as paragraph 3, saying 90% of the price shown in paragraph 1 

and 2. This is one reason why the company is in the red by 15% every year and why the top 

management of this company and the parent company have reported that subcontractors 

do not cooperate to pull costs down. In addition, our efforts in-house to lead cost reduction 

have not brought us the profit that this manufacturing cost (?) has assigned to 

subcontractors. A wrong assignment never brings costs down, does it?  

Head of Sales Department: If the top management, who decided to sell the company because of a 

lack of profit, or the parent company knows about this situation, it will cause serious 

trouble. 

 

  Later the director reported the situation to the Head of the Administrative Department of the parent 

company, who quashed the report, and the executive on loan was called back to the company. 

 

(4) Here is another similar example of a company facing a crisis. One division was always in the red. It 

was decided to ask volunteers to make a DTC step-list for the flow from selling to making a 

profit. 

 

The following inquiries were given in the process: 
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A: GCIP is what % of the division? 

B: 15% 

A: Because the division carries out in-house product design and orders whole productsfrom an 

outside supplier, it is necessary to add at least 25% of GCIP. Please check whether this is true 

or not. 

A little while later... 

 

B: Terrible! The Chief of the Accounts Section became nervous when I asked him. 

A: This is really the reason why we have been in the red for so many years, isn’t it? The selling 

price, and the inside and outside assignments have been wrong all along. 

B: Who should report this situation to the Division Director, and what countermeasures should we 

take for this? 

A: There is no other way to improve the situation than to report this to the incoming Director, with 

whom I am friends. The present director is expected to leave. 
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Fig. 1 Knowledge and Cost Management Flow Chart for a Company 
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Fig.2  9-step Grade of Estimate 

  (We call this “9 grade of thinking or 9 grade of fuzzy as necessary) 
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