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Research on using TDD as the subcontractor performance index
-A case of memory manufacturing company

Student: Y.H. Huang Advisor: Dr. Rong Kwei Li

Department of Industrial Engineering & Management
College of Management
National Chiao Tung University

ABSTRACT

In the case , the subcontractors management and subcontractors’ monthly performance
ranking are handled by subcontractor management committee of the company. The final
performance score comes out from every department of the committee which is weighting in
specific proportion. Due to product list become more complex and market demand change more
frequent ,The current subcontractor performance index can not lead subcontractor making the
decision which toward greatest profit for consigning company and can not fulfill customer’s
requirement by adjusting priority of producing. We found some problems of the current
subcontractor performance index as following .First ,the effects of time and amount of money
did not be considered into current subeontractor’s performance index, it will not lead the
subcontractor’s decision toward the gonsigning.company’s greatest benefit. Second, the current
performance index is multiple stratum'’s'.lt take a long time to figure out the final performance
score .So it can not be a reference-for real time production decision making .Last ,almost half
score of the index need personal judgment .lt.is‘not fair'hard to tell the performance among the
subcontractors .Many papers proposed -out the subcontractor’s performance indexes and
assessing methods in the past, but these indexes and methods are all the combinations of various
kinds of sub-indexes. They will cause same problems as case company. Theory of
Constraints(TOC) regards a organization’s performance as a whole throughput , and it offer a
index for organization performance assessment. That is Throughput-Dollar-Day(TDD),which is
defined as the loss amount of throughput due to delay. Low TDD means that company deliver
the right goods at the right time .In addition ,TDD align to the company’s greatest profit and
encourage all people act toward this target. Besides, TDD’s formula is simple and clear , it make
TDD to be a better and more suitable index of subcontractor’s performance assessment.

Key Words : Theory of Constraints (TOC) ,Throughput —Dollar-Day (TDD),Subcontractor’s
Performance Index
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