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The New Economics of Intelligence: Why Small
Decisions Matter Now

How falling AI costs are changing the calculus from visibility to automation.
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The newsletter for COOs and VPs of Supply Chain who want concrete operational fixes rather than abstract

technology roadmaps.

The Problem: Treating Intelligence as a Luxury Good

For decades, the logic of the shop floor was dictated by scarcity. We didn't have the sensors to see every
vibration, the processing power to analyze every gram of waste, or the budget to hire enough engineers
to hunt down "minor" deviations. Because it was expensive to gather and process data, we only acted on
what was glaringly obvious—the machine that stopped, the part that failed, or the shipment that arrived

late.

We developed a habit of ignoring the small things because they weren't worth the man-hours to track.
We accepted "good enough" as a standard because investigating every minor fluctuation in temperature,
torque, or humidity was seen as an indulgence we couldn't afford. This created what I call The Reactive
Threshold.

In this old model, intelligence was treated like a luxury good: something you only bought when the fire

got big enough that you could no longer ignore it. We didn't have "smart" systems; we had "alarm"



systems. If an alarm went off, someone and then did something about it. This meant our improvements
were often just reactive fixes to symptoms rather than proactive adjustments to the process itself. We

weren't managing a system; we were reacting to failures in a sequence of events.

Where We Are Now: The Cost of Data is Near Zero

The economic landscape has shifted under our feet. The cost of "intelligence"—the ability to collect,
process, and interpret data—has plummeted toward zero. What used to require a custom-built software

suite and a team of specialists can now be handled by standard tools and off-the-shelf models.

This isn't just about technology getting better; it’s about the economics of scale changing our
capabilities. In the past, if you wanted to know why a specific batch had slightly higher variance in
weight, you had to decide if that insight was worth the cost of investigation. Today, because the

marginal cost of analyzing data is so low, "it's not worth it" is no longer a valid excuse for inaction.

We are moving from an era where we chose what to see based on budget constraints, to an era where we
must choose how much to act upon. The barrier isn't the ability to see the problem; it’s the willingness to
build the logic that handles the solution automatically. We no longer have a "data" problem; we have an
"execution" problem. If you aren't acting on every piece of data your system provides, you are simply
paying for a more expensive way to stay in the same place.

The New Capability Gap: From Visibility to Automation Architecture

Many leaders make the mistake of thinking that because they now have better dashboards and real-time
feeds, they have "solved" their visibility issues. They haven't. They have only moved from one wall to

another.

The gap we see today is not between those who can see data and those who cannot; it is between those
who merely see the problem and those whose systems are built to respond to it automatically. This is the

difference between visibility and automation architecture.

A dashboard that tells a supervisor there is a drift in a cooling cycle is just an alarm. A system that
detects that drift, calculates the necessary adjustment for the next batch, and flags—or executes—that

change is an automated decision loop.

The Old Way (Visibility) The New Way (Automation Architecture)

Alerting: "Something is wrong." Action: "The system adjusted X because of Y."
Human-in-the-loop: A human looks at a screen Closed-loop: The system acts on the data, with humans

and decides to act. auditing the logs.

Reactive Adjustment: Fixing it after the waste is Proactive Correction: Adjusting the process before the out-

created. of-tolerance occurs.



If your team still spends their day looking at screens to decide what to do next, you haven't automated

anything; you’ve just moved the decision-making further away from the machine and closer to a screen.

What Happens When Decisions are Automated?

When we move toward an automation architecture, we stop wasting human talent on "micro-decisions."
These are the small, repetitive choices that currently clog up your engineers' schedules and distract your

operators from their primary work.
Consider these three specific areas where automated decisions change the math of production:

1. Dynamic Routing and Logistics: Instead of a dispatcher manually rerouting trucks based on
reported delays, an automated system calculates "real-time" optimal paths for every shipment
as traffic or weather changes. The decision to switch routes happens in milliseconds, not
hours.

2. Predictive Maintenance Micro-Adjustments: Rather than waiting for a motor to hit a
specific number of cycles before service, the system monitors vibration and heat signatures. It
automatically adjusts the feed rate or speed on that machine to "stretch" its life until the next
scheduled maintenance window while maintaining quality standards.

3. Automated Inventory Balancing: Instead of an operator manually adjusting orders because a
sub-component is running low, the system detects the trend in consumption and automatically
shifts production priorities across different lines to balance the load based on real-time

availability.

In each case, we aren't just making it "easier" for the human; we are removing the delay that leads to
waste. We are moving from a state where the process waits for a human to notice it is drifting, to a state

where the process corrects its own drift in real-time.

The Three Shifts: Building the Operating System for Smart Supply Chains

To move toward this model, you have to stop thinking about "tools" and start thinking about your
Operating System. You need a structure that allows decisions to be made at the point of occurrence

without human intervention as the primary gatekeeper.

1. From Manual Analysis to Algorithmic Logic

You must identify which decisions are repetitive enough to be codified. If an operator has to look at
three different gauges to decide if they should slow down a line, that is a candidate for a hard-coded
rule. You aren't looking for "judgment" here; you are looking for logic that can be written into a standard

work instruction or a software script.

2. From Data Collection to Actionable Feedback Loops

A data point without an associated action is just noise. Every time your team identifies a new metric—

be it waste percentage, cycle time variance, or power consumption—they must ask: "If this number



moves outside of the range, what specific action should the system take?" If you don't know the answer

to that question, you aren't ready to automate that decision.

3. From Reactive Correction to Predictive Adjustment

The ultimate goal is to move the point of intervention further upstream. Instead of reacting when a part
fails inspection (the "bad" result), the system adjusts the parameters so the failure never occurs. This

requires moving from "corrective actions" to "pre-emptive adjustments."

Daily Action Items for Your Operations Team

On your next Gemba walk, don't ask what is broken today. Ask about the decisions you are making

every day that feel repetitive. Here is how to start:

1. Identify the "Micro-Decision": Find one area where an operator or supervisor has to stop
and think for more than 30 seconds to decide on a routine adjustment (e.g., adjusting heat,
changing a tool, re-routing a pallet).

2. Map the Logic: Write down the rule they use to make that decision. "If X happens, we do Y."
If it’s not a clear rule yet, find out what information they wish they had in front of them to
make that choice faster.

3. Audit the Response Time: Track how long it takes for that decision to be implemented once
the problem is identified. If the gap between "Problem Detected" and "Action Taken" is more
than a few minutes, you have an opportunity for automation.

4. Eliminate the Gap: Work with your team to see if those three pieces of information can be
fed into a single system that triggers the action automatically when the threshold is crossed.

Start small. Pick one machine or one process step where the "decision" is just math. Automate that first.
Once you prove that a machine can make a correct, repetitive decision without human intervention, you

build the trust and the infrastructure to do it for the bigger problems.

Call to Action

What small process failure at your facility do you suspect is being overlooked because it's too 'small' to

automate? Share your thoughts with us or send an article idea to newsletter@sixsigmakaizen.com

Newsletter replies: newsletter@sixsigmakaizen.com - X: @kaizen_6sigma

Stay curious, stay improving,

David Rodgers

SixSigmaKaizen.com

References: The Marginal Cost of Intelligence Is Collapsing. Supply Chains Will Never Be the Same.



