Key Terms Introduced or Emphasized in Chapter 18

activity-based management  The process of using activity-based costs to help reduce and eliminate non-value-added activities.

cycle time  The length of time for a product to pass completely through a specific manufacturing process or the manufacturing process viewed as a whole. Used as a measure of efficiency in JIT systems.

ISO 9000  Standards disseminated by the International Organization for Standardization that provide quality guidelines for design development, production, inspection, installation, and servicing of products and services.

just-in-time (JIT) manufacturing system  An approach to manufacturing that reduces or eliminates non-value-added activities, such as maintenance of inventories. Focuses on both efficiency and product quality.

life-cycle costing  The consideration of all potential resources consumed by the product over its entire life. It is an important part of the target costing process where target costing teams estimate all potential costs to the consumer over the product’s life.

manufacturing efficiency ratio  Processing time stated as a percentage of cycle time. Used as a measure of efficiency in JIT systems.

non-value-added activity  An activity within the value chain that does not make the product or service more valuable to the customer.

target costing  A business process aimed at the earliest stages of new product and service development, before creation and design of production methods. It is a process driven by the customer, focused on design, and encompassing the entire life of the product.

total quality management  An approach to eliminating wasteful activities and improving quality throughout the value chain by assigning quality management responsibility, monitoring quality costs, and rewarding low-cost, high-quality results.

value-added activity  An activity within the value chain that makes the product or service more valuable to the customer.

value chain  The set of activities necessary to create and distribute a desirable product or service to a customer.

value engineering  The methods used by engineers and production personnel to determine the least costly combination of resources to create a product desired by the customer.

