Armco Midwestern Steel
· Earlier 5 times as large in employee number. 
· 5 responsibility centres (melting, casting, 19’’ mill, rod mill, grinding media – each comprised of cost centers). 
· Melt shop: 40 % of costs; labor, material, energy. Quality is important (scrap, non-metalics). Melting in heats (99 per week, max 110) the bottleneck operation. 40 % of the employees in the plants (750 of 1000 blue-collar) are maintenance workers. Two primary products: Grinding media (mainly durable steel balls for crushing ore in mining), and Carbon wire rod (commodity for e.g. shopping carts and bed springs) – the latter not cost-competitive, but gives volume = helps cover fixed costs.
· Performance evaluation system used for rewards; subjective on 3 measures.
· Old system: managers spent time on explaining instead of fixing. “Cost above” (cost added per ton of steel and for the entire plant. Detailed reports that they were accustomed with: “Where are my spending numbers?” “Built for accountants.”
· New system: Early warnings. Vision and goals translated to KSF. Give people more responsibility. Only controllable. 10 measures: heats, tons/hour, disabling injury index, quality, spending, maintenance, cash flow, product mix, inventory days, sales margin

· So, Armco is moving from a detailed cost-information system that is difficult to understand, to a system with a few measures for strategically important factors. But the managers are dissatisfied with the new system. 

