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EXECUTIVE SUMMARY

The Losses You Don’t Know About Are the Most
Expensive Ones

A manufacturer growing at 200% year over year would, by any reasonable measure, consider itself
successful. The leadership team is confident. The board is happy. Nobody is asking hard questions
about what isn’t working.

But what if a single process change—a different approach to quoting, a restructured scheduling
method, a real-time visibility tool that eliminated a manual workaround—would have produced 400%
growth instead?

That delta—the gap between the results you're achieving and the results you could be achieving—is
the most dangerous kind of loss in manufacturing. It's invisible. It doesn’t show up on any financial
statement. It doesn’t trigger any alarm. And it compounds silently, year after year, until a competitor
who found it first starts taking your customers.

This paper explores the behavioral economics behind why manufacturers systematically fail to see
their biggest losses, how those blind spots distort ERP decisions, and what to do about it.
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SECTION ONE

The Invisible Loss: Why Success Hides Your Biggest
Opportunity

In behavioral economics, there is a well-documented phenomenon called “satisficing.” Coined by
Herbert Simon, it describes the tendency of decision-makers to choose the first option that meets an
acceptable threshold rather than continuing to search for the optimal one.

Manufacturers satisfice constantly. Not because they’re lazy, but because the operational demands
of running a manufacturing business consume every available hour of attention. When a process
works well enough, there is no signal telling you it could work dramatically better.

The 200/400 Problem

Consider a precision machining company growing at 20% annually. Their quoting process takes five
days. They win roughly one in five quotes they submit. By any standard metric, this is a healthy
business.

But hidden inside that five-day quoting process is a structural bottleneck that nobody has quantified.
Engineering, sales, and estimating each touch every quote in a serial process with handoffs, wait
times, and rework loops. The company receives 25 RFQs per week but can only meaningfully
respond to four or five.

The 20 RFQs that don’t get a response aren’t tracked as lost revenue. They’re not even tracked as
lost opportunities. They simply evaporate. The sales team triages them informally—gut feel,
relationships, whoever asks loudest—and the rest quietly expire.

The loss isn’t the five quotes you didn’t win. It’s the twenty you never responded to. And
because you never responded, you have no data on what you missed.

If a restructured quoting process—one that included an automated triage system, template-based

estimating, and real-time cost data from machine metrics—could get that response rate from 5 per
week to 15 per week, the revenue impact isn’'t incremental. It's transformational. But the company

will never pursue that transformation as long as the loss is invisible.

This is the 200/400 problem. You’re growing. You’re profitable. Every visible indicator says things
are working. The gap between where you are and where you could be isn’'t a problem anyone can
point to—it's an absence. And humans are terrible at seeing absences.
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SECTION TWO

Loss Aversion in Reverse: When You Can’t Feel What
You’re Losing

Daniel Kahneman and Amos Tversky’s prospect theory demonstrated that people feel the pain of a
loss approximately twice as intensely as the pleasure of an equivalent gain. This is loss aversion,
and it is one of the most robust findings in behavioral economics.

But loss aversion has a prerequisite: you have to know the loss exists.

When a manufacturer ships an order late and receives a $5,000 chargeback from the customer, that
loss is vivid. It appears on a report. Someone’s phone rings. The operations meeting gets tense.
Loss aversion kicks in immediately, and the organization mobilizes to prevent it from happening
again.

But when that same manufacturer’s quoting bottleneck silently prevents them from responding to $2
million in annual RFQ volume, there is no chargeback. No phone call. No report. The loss aversion
mechanism that would normally drive urgent action never activates because the brain has nothing to
react to.

The Asymmetry of Visible and Invisible Losses

This creates a dangerous asymmetry in how manufacturers allocate attention and investment:

» Visible losses (chargebacks, scrap, expediting fees, overtime) receive disproportionate
attention because they trigger loss aversion

* Invisible losses (unreturned RFQs, suboptimal scheduling, manual processes that could be
automated, pricing inaccuracies) receive almost no attention because no psychological
trigger exists

The result is that manufacturers systematically overinvest in solving problems they can see and
underinvest in solving problems they can’t. An ERP selection process built on feature checklists
reinforces this pattern perfectly: it catalogs the visible pain points (we need better scheduling, we
need faster quoting) without ever surfacing the invisible opportunities.

Making the Invisible Visible

The first step in correcting this asymmetry is measurement. Not the kind of measurement most
manufacturers do—tracking KPIs against targets—but a different kind: measuring the gap between
current performance and theoretical capability.
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«  How many RFQs did we receive last quarter? How many did we respond to? What was
the potential revenue of the ones we didn’t?

*  What is our actual machine utilization? If we eliminated scheduling conflicts and
unplanned changeovers, what would it be? What's the revenue value of that gap?

*«  How many hours per week does your team spend on manual data reconciliation? \What
strategic work would they be doing instead?

*  What is your actual cost-per-unit on your top 20 parts? How does that compare to what
you're quoting? Is the margin you think you're earning the margin you're actually earning?

Each of these questions surfaces a loss that exists today but has no natural visibility. Once the loss
has a number attached to it, loss aversion activates. And once loss aversion activates,
organizational urgency follows.
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SECTION THREE

Status Quo Bias: The Comfort of “Good Enough”

Status quo bias is the preference for the current state of affairs, even when alternatives are
demonstrably better. In manufacturing, this shows up as the deeply held belief that “our processes
work.”

And they do work. That's the problem. The processes that got a company from $10 million to $60
million in revenue are genuinely effective processes. The people who built them are smart,
experienced, and proud of what they’'ve created. Suggesting that those processes need to change
feels like suggesting those people failed.

The Identity Problem

Manufacturing leaders build their professional identity around operational excellence. The plant
manager who designed the current scheduling system identifies with it. The VP of Operations who
built the quoting workflow owns it personally. When an ERP selection process implies that these
systems need to be replaced, it's not just a technology conversation. It’s an identity conversation.

This is why traditional ERP selection processes encounter so much internal resistance. A 500-line
requirements matrix that catalogs everything the current system can’t do reads like an indictment of
the people who built the current system. Defensiveness is natural. Resistance follows.

Reframing: From “What’s Broken” to “What’s Possible”

The outcomes-driven approach sidesteps the identity problem by changing the question. Instead of
asking “what’s broken?”—which triggers defensiveness—it asks “what would be possible if your
biggest constraints were removed?”

This isn’t about what you built being wrong. It’'s about what you could build next if the
tools caught up to your ambition.

When the plant manager who designed the scheduling system is asked “what would you build if you
had real-time visibility into every machine, every order, and every constraint?” the conversation
shifts. Now they’re not defending the old system. They’re designing the new one. Their expertise
becomes an asset rather than a point of resistance.

This reframing is not a trick. It's a genuine recognition that the people closest to the operation are
the ones best positioned to define what the future should look like. The role of the ERP is to enable
their vision, not to replace their judgment.
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SECTION FOUR

Decision Fatigue: How the Selection Process ltself
Becomes the Enemy

In 2011, researchers studying Israeli parole boards found that judges were significantly more likely to
grant parole early in the morning and immediately after lunch breaks. By late morning and late
afternoon, approval rates dropped to near zero—not because the cases were weaker, but because
the judges were mentally exhausted.

This is decision fatigue: the deterioration of decision quality after a long sequence of decisions. It is
one of the most well-documented phenomena in cognitive psychology, and it is a near-perfect
description of what happens during a traditional ERP selection process.

The 500-Line Trap

A traditional ERP selection asks a steering committee to evaluate multiple vendors across hundreds
of criteria over a period of four to six months. Each demo is a full-day commitment. Each scoring
session requires dozens of comparative judgments. Each vendor conversation introduces new
information that needs to be reconciled with existing evaluations.

By month four, the committee is not making better decisions with more data. They are making worse
decisions with depleted cognitive resources. The final vendor choice is often driven by whoever has
the most energy left to advocate for their preference—or worse, by a desire to simply be done.

The irony of the traditional process: it was designed to produce rigor. It actually
produces exhaustion. And exhaustion produces the exact kind of shortcut thinking the
process was supposed to prevent.

Compressed Timelines Produce Better Decisions

An outcomes-driven selection compresses the evaluation to 8 to 12 weeks with a focused
framework: 2 to 3 outcomes, 3 to 4 vendors, 1 to 2 evaluation sessions per vendor. The committee
makes fewer decisions, each of which is more meaningful. The evaluation criteria are directly
connected to business outcomes they understand and care about.

The result is a team that arrives at the final decision with energy, clarity, and genuine confidence—
not relief that the process is finally over.
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SECTION FIVE

Anchoring, Framing, and the Distortion of ERP Pricing

Anchoring bias causes people to rely disproportionately on the first piece of information they
encounter when making subsequent judgments. In ERP selection, the first number a manufacturer
hears—whether it's a software list price, an analyst’s estimate, or a competitor's anecdote about
what they paid—becomes the anchor against which everything else is evaluated.

The Price Anchor Problem

When a manufacturer hears that “ERP implementations typically cost $500,000 to $1.5 million,” that
range becomes the mental frame for every subsequent conversation. A vendor who proposes a
$400,000 solution feels like a bargain. A vendor who proposes $1.8 million feels expensive. Neither
evaluation has anything to do with the value the solution will deliver to this specific manufacturer.

The outcomes-driven approach reframes pricing entirely. Instead of anchoring on what ERP “costs,”
it anchors on what the current state is costing:

*  $2 million in annual RFQ volume you’re not responding to

« $300,000 in late delivery chargebacks

» 3 to 5 points of margin leakage from inaccurate job costing

« $150,000 per year in manual data reconciliation labor

When the anchor is “our current state is costing us $2.5 million per year in quantifiable losses,” a
$750,000 ERP investment doesn’t feel expensive. It feels urgent. And it reframes the ROI calculation
from “what will we gain?” to “how quickly will we stop losing?”

The Framing Effect in Vendor Evaluation

How a question is framed dramatically influences the answer. “Which vendor has the best
scheduling module?” produces a feature comparison. “Which vendor gave you the most confidence
that your on-time delivery will go from 68% to 92%?” produces a partnership evaluation.

Same data, same vendors, same team. Completely different decision framework. And the second
question leads to better outcomes because it evaluates what actually matters.
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SECTION SIX

A Practical Framework for Surfacing Invisible Losses

Understanding the behavioral economics is only useful if it translates into action. Here is a practical
framework manufacturers can use to surface the losses they don’t know they have—before starting
an ERP evaluation.

Step 1: The Capacity Gap Analysis
For every major function in the business—quoting, scheduling, purchasing, shipping, invoicing—ask:

what is our theoretical throughput capacity versus our actual throughput? The gap between the two
is where invisible losses live.

Example: A fabrication shop with 10 welding stations running one shift has a theoretical capacity of
400 weld-hours per week. If actual productive weld-hours are 280, the 120-hour gap represents lost
revenue that doesn’t appear on any report. At $85 per weld-hour in margin contribution, that’s
$10,200 per week—over $500,000 per year—in invisible loss.

Step 2: The Unreturned Opportunity Audit

Track every inbound opportunity—RFQs, customer inquiries, bid invitations—for 90 days. Categorize
each one: responded, declined, expired without response. Assign estimated revenue to the ones
that expired. This single exercise routinely reveals six- and seven-figure annual losses that were
previously invisible.

Step 3: The Manual Process Inventory

Catalog every process in the operation that involves a person transferring data from one system to
another, reconciling two sources of information, or creating a report by hand. Multiply the hours per
week by the loaded labor cost. This is the cost of compensating for systems that don’t talk to each
other—and it's almost always larger than anyone expects.

Step 4: The Margin Accuracy Test

For your top 20 parts or job types, compare the margin you quoted to the margin you actually
earned. If the delta is more than 1 to 2 points, you have a pricing accuracy problem that is quietly
eroding profitability on every job. At scale, this is often the largest invisible loss in the entire
business.
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Step 5: The “What Would You Build?” Conversation

Ask each department leader: “If the constraints you work around every day were eliminated—if you
had real-time data, automated workflows, and integrated systems—what would you build that you
can’t build today?”

This question doesn’t ask what's broken. It asks what’s possible. The answers reveal the strategic
losses: the initiatives that never get started, the markets that never get pursued, the capabilities that
never get developed, because the operation is too busy compensating for its own limitations.
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SECTION SEVEN

What This Means for Your ERP Decision

If your organization is evaluating or about to evaluate ERP systems, the behavioral economics
outlined in this paper have direct, practical implications for how you should run that process.

Don’t start with features. Start with losses. Quantify what the current state is actually costing you
before you look at a single vendor. The losses you surface will define what the ERP needs to deliver
and will create the organizational urgency to see the project through.

Don’t rely on your team’s perception of what’s broken. The biggest losses are the ones nobody
can see. Use the capacity gap analysis, the unreturned opportunity audit, and the margin accuracy
test to find them.

Don’t run a six-month selection process. Decision fatigue will degrade the quality of your final
choice. A focused, outcomes-driven evaluation in 8 to 12 weeks produces better decisions with a
team that still has the energy and commitment to champion the implementation.

Don’t ask “what’s broken?” Ask “what would be possible?” Engage your operational leaders as
architects of the future state, not critics of the current one. Their expertise and buy-in are the single
most important factors in implementation success.

Don’t anchor on what ERP costs. Anchor on what the status quo costs. When the invisible losses
have been made visible and quantified, the ERP investment reframes from a cost to an
intervention—one with a measurable, urgent return.

The company growing at 200% isn’t failing. But if it could be growing at 400%, the delta
isn’t a rounding error. It’s the most expensive line item in the business—and it’s the one
that doesn’t appear on any report.
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Start the Conversation

ERP Outcomes Consulting helps midmarket manufacturers surface invisible losses, define
measurable business outcomes, and select ERP systems through an outcomes-driven methodology
that takes 8 to 12 weeks.

If you're ready to find the losses you don’t know about, let’s talk.

Josh Roberts
Founder, ERP Outcomes Consulting
info@erpoutcomes.org | 763-900-9827 | erpoutcomes.org

ERP Outcomes Consulting is vendor-neutral. We do not resell software or receive referral fees from ERP
vendors. Our only commitment is to helping manufacturers make the best possible technology decision
for their business.

© 2026 ERP Outcomes Consulting, a Roberts Consulting Group LLC company. All rights reserved.
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