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USING VALUE ANALYSIS FOR BETTER MANAGEMENT DECISION

ON THE AVERAGE, MANAGEMENT DECISIONS CAM BECCME 25% BETTER,
IMPROVING: MENTAL OR PHYSICAL PRODUCTIVITY, IMPROVING QUALITY,
OR LOWERING COSTS.

PRESENT DECISIONS PERSIST BECAUSE OF PATTERNS AND HABITS OF
THOUGHT, BECAUSE OF PERSONAL THINKING LIMITATIONS, AND 3ECAUSE
TODAYS THINKING IS BASED UPON YESTERDAYS KNOWLEDGE AMD PRACTICES.

I WILL PRESENT A PROGRAM WHICH HAS PROVEN SIRPRISING IN ITS
ABILITY TO COPE WITH THESE LIMITATIONS, I WILL SHOW THE MENTAL
STEPS WHICH PRODUCE BETTER DECISIONS, I WILL ILLUSTRATE HOW THESE
STEPS ARE APPLIED, AND I WILL SHOW EXAMPLES OF THE RESIILTS.

SINCE THESE ARE METHODS TO IWPROVE THE EFFECTIVENESS OF THE
OPERATION OF THE HUMAN BRAIN,IT IS IMPORTANT TQ EXAMINE IT FOR
A FEW MINUTES. MUCH IS UNKNOWN, BUY MUCK 1S KMOWN. IT ACTS AS ~
THOUGH IT WERE COMPOSED OF BILLIONS OF ADJACENT CELLS WHICH ARE
CAPABLE OF CONDUCTING MINUTE AMOUNTS OF ELECTRICITY. ANY BRAIN
ACTION 1S THE RESULT OF ELECTRIC CHARGES OR CHEMICAL ACTIONS
GOING FROM CELL TO CELL. o

EACH TIME A SITUATION HAS BSEN MET AND THT BRAIN HAS REACTED
TO IT, A PATH 1S FORMED,?ROM CELL TO CELL. EACH TIME A SIMILAR
SITUATION APPEARS THE ELECTRICAL CHARGES OR CHEMICAL ACTIONS SERM
TO GO IN THAT PRE-ESTABLISHED PATH. TWIS IS PROBABLY THE MECHAN-
ISM OF HABITS AND OF ESTABLISHED TWINKING PATTERNS. ELENTRIC OR
CHEMICAL CHARGES, GOING THROUGH THESE PATHS CONSTITUTE THOURHT,

MEMORY ,VALUES ,DECISIONS.



AT BIRTH THE HUMAMN BRAIM IS A LITTLE PROGRAMED,FROM PARENTS
GENES, TO ACCOMODATE NEEDED PHYSICAL FUNCTICNS ANT SURVIVAL NEETS,
BUT ACTS AS THOUGH IT HAS BILLIONS OF AVAILABLE UN-PROGRAMED CELLS
AWAITING THEIR FIRST IMPULSE. SCON THE PROGRAMMING STARTS, ANT
PATHS, WHICH BECOME PREFERRED PATHS;FROM CELL TO CELL ARE FORMED
BY THE MILLIONS. THESE ESTABLISH THE INDIVIDUALS VALUES ,HOW HE
THINKS, WHAT HE THINKS IS RIGHT AND BEST AND HOW TC REACT TO
VARIOUS SITUATIONS. THEY BASICALLY BECOME LIFETIME GUIDES AND
CONTROLS. THESE PRE-ESTABLISHELD BRAIN PATHS ORTEM HEAYILY LIMIT
FREEDOM TO DEVELOP INNOVATIVE APPROACHES TO IMPORTANT PRORLEMS.
THUS, IT ¥AS BEEN FOUMD THAT WWEN SOMETHING V=RY NIRFERENT, VERY
NEW ANC PERHAPS VERY MUCH BETTER 1S REQUIRED TO MEET PRESENT NEEDS,
BETTER RESULTS COME WHEN THE PROBLEM IS PUT INTO A FRAMEWORK THAT
WILL AVOID THE PREESTABLISFED RRAIN PATFKS.

HOW MICHT WE DOUBLE THE RESULTS PRODUCED BY THIS GREAT RESCOURCE -

THE HUMAN BRAIN?

PROVIDE A PLAN THAT WILL FREE MORE OF IT FROM THE PAST AND

FOCUS IT UPON PRESENT NEED IN FINCTION TERMS. THE VALUE ANALYSIS

FUNCTION BASED JOB PLAN WILL DO IT.

OVERALL PROCEEDURE FOR USE IN ANY DECISION AREA - STUDY WHAT WE

ARE TRYING TO DO, NOT WHAT WE ARE DOING. LATER COMES REVIEW OF

"WHAT WE ARE DOING".
THE VALUE ANALYSIS JCB PLAN

STEP 1."MIND TUNING" WITH REFERENCE TO THE JOB, ANLC WITH REFFRENCE
TO EACH INDIVIDUAL INVOLVEC IM THE THINVKING PROCESS. PUT INTO

SIMPLE WORDS "EXACTLY WHAT WE WANT TO ACCOMPLISK WITH THE PROJECT".



NEXT, IN"MIND TﬁNING" TYE TFINKING GROUP, WHETHER 1T BE TWO
OR SIX OR MORE DO NOT ASSUME THAT EACH IS TRYING TC DO EXACTLY
WHAT THE PROJECT REQUIRES AT EACH INSTANT. THEY ARE LIKE A 6

THE SAME

HORSE TEAM, AND UNLESS THEY ARE TRYING TO IX EXACTLY/THING AT
EACH INSTANT, THEIR BRAIN POTENTIAL IS SACRIFICED, AND PERHAPS
CONSTRUCTIVE MENTAL ENERGY FROM ANOTHER BRAIN IS NULLIFIET.
THE LEADER MUST OFTEN INVEST FROM 15 MINUTES TO 2 HOURS TO ACH~
IEVE TV1S EFFECTIVE UNIFIED "SENSE OF DIRECTION"™ OF ALL AT ALL

INSTANTS OF TIME.

STEP 2 IS GATHERING AN ABUNDANCE OF INFORMATIOW AND KNOWLELGE
ABOUT THE SITUATION. THIS IS OBJECTIVE, AND NEED NOT BE

INFLUENCED BY PREVIOUS EXPERIENCE AMD PREFERENCE . THIS STEP
HAS 3 VITAL PARTS.

A GENERAL KNOWLELGE
B . FUNCTION KNOWLEDGE
C COST KNOWLEDGE - IF A COST RELATED PROJECT,

AND MOST PROJECTS ARE.

STEP 3 IS DEVELOPING COST/FUNCTION RELATIONSHIPS. FROM THE

COMPLETE KNOWLEDGE OF THE FUNCTIONS , AND OF COSTS,

DEFINITE RELATIONSHIPS BETWEERN COST AND FUNCTIOM ARE LCEVELCPED.
STEP 4 IS ANALYZING THE XNOWLEDGE AND COST/FUNCTION

RELATIONSHIPS AND SETTING THE EXACT PROBLEM TO BE SOLVED.

FCR EXANPLE, THE EXACT FUNCTIONS TO BE ACCOMPLISHED AND

THE MAXIMUM AMOUNT TO PAY FOR THEM IS DETERMINED. IT IS

THEN PUT IM THE FORM OF A QUESTION SUITABLE FOR DEPTH CREATIVITY.

IT ALWAYS STARTS WITH THE QUESTION "HOW MIGHT WE ... "7

"HOW MIGHT WE INCREASE THE OUTPUT OF TWAT MACHINE FROM 20

TO 50 PER HOUR?!



oot

"HOW MIGET WE REDUCE THE COST OF THAT PRODUCT FRSM 10CO TO

600 DOLLARé"?

"HCW MIGHT WE REDUCE REJECTS FROYM 10 TO 1 PER DAY?"
EXPERIENCE HAS SHOWN US THAT THE I'MOVATIVE MIND PRODUCES

BETTER IF IT HAS AN EXACT PROBLEM OR GOAL, NOT AN ABSTRACT

CBJ=ZCTIVE.

STEP 5 1S CREATIVE AND INNOVATIVE. NOW WITH THE EXACT
STATEMENT OF WHAT IT IS DESIRED TO ACHIEVE CLEARLY IN VISW
PROFESSIONAL QUALITY OF CREATIVITY PROCEEDS. THIS MUST
BE DREP, INTENSIVE AND EXTENSIVE CREATIVITY,FOLLOWING THE
SYSTEM OF WITHHELD JUDGEMENT. TO ACHIEVE THE RESULTS WHICH
THE PROBLEM IS NOW SET UP FOR, IT MUST BE ABSOLUTELY
UNRESTRAINED AND UNLIMITED.

STEP 6 1S SELECTING - ONE OR MORE APPROACHES
WHICH HAVE INTERESTING PROMISE AND IMPROVING THEM UNTIL
THEY FULLY MEET THE NEED OF THE SITUATION.

USE OF THIS COMPUTER-LIKE SYSTEM - THE JOB PLAN MOVES

THE MIND CONSTANTLY INTO OBJECTIVE BUT INFORMED PATHS. IT
PREVENTS ACTING ON PARTIAL INFORMATION,

DOING WHAT "EXPERIENCE" DICTATES,

USING ONLY THINKIMNG FROM THE PAST,

USING BASICALLY OLD APPROACHES.
IT GETS NEW APPROACHES,

MORE CREATIVE AMD INNOVATIVE IDEAS

MUCKE BETTER OVERALL THIMKING.
THE PURPOSE OF THIS SYSTEM IS TO HELP EACH PERSONM GET !ORE

OF THE MENTAL RESULTS THAT HE WANTS.



EXAMPLE 1. USE IN THE AREA OF IMPROVING THE DECISIOM MAKING
OF TOP MANAGEMENT. A VERY SUCCESSFUL COMPANY - SOUTYERN
CROSS STEEL WAS TOLD OF TEE VA METHOLOLOGY 3V THE EXPERIENCEL
COMSULTANT, KIETH VAN HEERDEN. THEY WERE IMPRCY/ING THEIR

PLANT AND PROCESSES TO STAY UP-TO-DATE AND PROFITABLE.

TRAINING IN THE METWODOLOGY. THEY DELEGATEC THYEIR DECISION-"
MAKING FOR 5 DAYS, AND LEARNED THE VA THINKING SYSTEM.

THIS TOP MANAGEMENT GROUP HAD GREAT KNOWLEDGE OF STEEL-MAYING
AND STEEL USE. THEY GOT MEANINGFUL COST.VNOWLEDGE FROM THEIR
PEOPLE. THEY ESTASLISHED THEIR PROJECT. "HOW MIGHT WE EXCSL IN
STEEL-MAKING AND IN PROFIT-MAKING TEN YEARS FROM NOW"?

THEIR CREATIVITY WAS FREE-WHEELING AND TRULY ASTOUNDING.
THEN THEY PROCEEDED TO THE SELECTION AND IMPROVEMENT AND
IMPLEMENTATION OF THE BEST APPROACHES. SOME OF THE RESULTS FOLLOW:
1. 32% ANNUAL INCREASE IN TFE OUTPUT OF STESL WITH ONLY 2%
INCREASE IN MA'™ING, WAS SECURED.
2. 16% CONTINUING ANMUAL RETUCTION IN MELTSHOP ELECTRICAL
BILL WAS ESTABLISHED.
3. COST OF A CAPITAL-INTENSIVE EXPANSION WHICH TYE ORIGINAL
PROJECT TEAM FELT HAD BEEN THOROUAKLY TRIMMED WAS REDUCED 38%.
4. A SCHEDULE OF SEMINARS WHICH WOULD PROVIDE THE VA THINKING
METHOD TO ALL OF THEIR PROFESSIONAL EMPLOYETS,WAS ESTABLISYED.
5. A FACILITIES IMPROVEMENT PROGRAM UNDER WAY,WAS JUDGED BY
BETTER THINKING TO BE ILL ADVISED ANT WAS STOPPED.

NOW THE COMPANY IS PROGRESSING ASSUREDLY AND PROTITABRLV INTO
THE FUTURE.



EXAMPLE 2. USE IN AREFA OF IMPRCVING THE LECISICMNS OF PROFESSICNAL
MANAGERS AND OPERATORS. TO BRING THE BENFFITS OF FINCTIONAL
CREATIVE DECISION MAKING THRUOUT THFE ACCOUNTING DEPARTMEMT,THE
ESSENTIAL 5 DAYS MINIMUM OF TRAINING WAS SCHEDULED . "LIVE" PRO-
JECTS ARE ALWAYS USED IN TEACHING FUNCTION THINKING. INITIALLY,
SOME ACCOUNTANTS QUESTIONED WHAT THEY WOULD UJSE *CR "LIVE" PRO-
JECTS. THE ANSWER FROM THE COMPANY PRESIDEMT SET THEM AT ONCE
ON THE EFFECTIVE CCURSE.

HE TOLD THEM,"YOUR PROJECTS WILL BE YOUR OWN WCORK. EVERY DCLLAR

YOU SPEND IS TO ACCOMPLISK SOME FUNCTION. YOU WILL IDENTIFY THOSE

FUNCTIONS. YOU WILL DETERMINE THE AMOUNT OF COST GOING INTO THEM
NOW - RELATING COST TO FUNCTION. THEN YOU WILL STUDY TYOSE FUNCT=-
IONS, JUST AS THE ENGINE=®RS STUDY THE FUNCTIOMS CF PROCUCTS. IS
THAT FUNCTION STILL NEEDED? BY WHOM? FOR WHAT PURPOSE? HOW OFTEN?
VERY CREATIVELY, HOW ELSE MIGHT WE CET TYE MEEDED KNOWLEDGE? ETC".

AS A START, THEY MADE A LIST OF THE THINGS THEY TO, WHICH COST
MONEY. FROM THERE THEY MOVED THINMFIMG INTO EXACTLY WHAT FIMNCTIONS
WERE ACCOMPLISHED BY EACH, HOW MUCH IT WAS COSTING = COST=-FUNCTION
RELATIONSHIPS. THEN CREATIVE OPPORTUMITIES FOR IMPROVEMENTS WERE
DEVELOPED.

BECAUSE IT MICHT HELP SOME OTHERS TO START THEIR NOM-PRODIICT
FUNCTION STUDY, A LISTIMG OF SOME OF THE NAMES FROM WHICH THESE
ACCOUNT ING MANAG®RS STARTED, IS INCLUDED,

STANTARD AND FINAMCIAL REPORTING, STOCK VALITATIONS,DERTORS POLICY,
CAPITAL EXPENDITURES, DEPRECIATION, BUDGETING, CODT OF ACCOUNTS,
INTER/BRANCH TRANSACTIOMS, RENTAL POLICY, INTTREST POLICY, CREDITORS
POLICY, FOREIGN TRANSACTIONS, CENTRAL CHARGES, PLANNING AP FORT-
CASTING, STAFF PLAIMVING, DATA PROCESSING, IMTFRGROUP CLEARANCES
TAX PROCEELURES, COSTIYG, PROFIT ESTIMATES, ETC. ETC.



EXAMPLE 3. JSE IN AREA OF DECISION MAKING 3Y MANAGER OF LARGE
PROJECT. AN ENORMOUS DAM,ALMOST LARGE ENCUGH TO BE "BRAZILLIAN"
WAS RECENTLY BUILT IN WALLA WALLA WASHINGTOM USA. IT WA§ 500
METERS LONG AND 60 METERS MAXIMUM HEICGHT. IT WAS BUILT BY TFE
UNITED STATES GOVERNMENT..IT WAS DESIGNED, DRAWINMGS WERE MADE,

BIDS WERE SECURED AND A CONTRACTOR SELECTED. $24,000,000 - 3 years.

UNITED STATES LAWS NOW REQUIRE THAT ON SUCH A LARGE EXPENDITIRE,
AT LEAST A MINIMUM VALU®E ANALYSIS STUDY BRE MADE. IN THIS CASE IT
WAS $40,000, WILLIAM L XELLEY WAS THE MANAGER INMVOIVEDR. HE
CAUSED THINKING TO FOLLCOW THE STEPS OF THE VALUE ANALYSIS JOB PLAN,

"EXACTLY WHAT ARE WE TRYING TO DO?" THEY AGREED "GET TYAT CONCRTTE
IN PLACE AND PROPERLY SET USINC TOTAY'S WCRLD'S BEST PRACTICES".
THEY SET FOR THEIR EXACT CREATIVE TASK "HOW MIGFT WE NO THAT JOB
FOR $12,000,000 INSTEAD OF $24,000,000,7" THWEY HAD DR®P CREATIVITY.
THEY SEARCHED, THEY LISTENED, THEY LEARNEL. THEY TESTED, THEY PRO=--
VED. A CONSTRUCTION TYPE WHICH REMOVED CONSTRUCTIOM COST,TIME AND
COMPLICATION WAS FOUND, AND PROVEN SUITABLE. TYE TAM WAS B!UILT.

COST INSTEAD OF $24,000,000 BECAME $16,000,000. TIME REQUIRED,
INSTEAC OF 36 MONTHS BECAME 16 MONTHS.

A QUANTUM FORWARD J'MP IN TYE ART CF [AM CONSTRUCTION WAS CREATED,
THE METHOD OF ROLLER COMPACTED CONCRETE, WAS USED, FLIMINATIN~ ®N-
ORMOUS PERIODS OF WAITIVG TIME AND OTHER COSTLY FACTORS,

AS A FURTHER "FROSTING ON TYE CAKE" THE UNITED STATES CORPS NF
ENGINEERS WHICH HAD SUPERVISION OF THE CONSTRIICTION WORK, ADVISED
MR KELLY THAT SINCE THEIR PERIOD OF SUPERVISERY WORK WAS SHORTENED
FROM 36 MOMTHS TO 16 MONTHS, THEY HAD EFFECTED ANOTHER $2,000,000
SAVING OF CASH. REAL BENEFIT FROM THE $40,000 OF VA WAS $10,000,000,
AND 20 MONTHS MORE USE OF THE PAM. _
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