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m y  a debate has s o  f a  been held regarding introduct ion 

of V a l u e  Engineering (VE ) methods i n t o  business. The contents  

of debate a re  : i n  order ts obtain support & understanding of 

entregweneur, VE must be acquired thru experience, a p e a t  deal  

of persuasion i n  adopting the proposal of VE m u s t  alsc be well  

taken i n t o  aecount, e t c  . 
Lawreme D. Milas has once s t a t e d  i n  h i s  book (see  remarks 

1) h i s  point of view with respec t  t o  nminimizing t h e  r i s k  of per- 

sonal loss*  as follows; i n  the uhapter "anderstanding the  deci- 

s ion  environmentn it says V h e  eyatem t o  o r lg ina l lg  produce some- 

th ing  be t t e r  i n  value can b made up i n t o  giving out  i t s  full 

e f f e c t  i n  l e s s  than a year. However, it mag well be considered 

t h a t  it takes severa l  years t a  change the idea of decision-makers 

who t r y  t o  put e f f e c t i v e l y  i n t o  ac t ion  the  r e s u l t s  obtained t h r u  

study blc debate f o r  producing o r ig ina l ly  something be t t e r  i n  valw 

(see remarks 2 )  Thus he grasps the aspect  of what is going 

on i n  general en te rp r i se s  and explain the  reasons and t h e i r  

W ~ S U ~ P I  a s  follows: 

In  deaiding wil l ingness t o  incorporate i n t o  e x i s t i n g  pro- 

duct  the improved proposals f o r  a c u t  i n  pr ice,  it is  important 

a s  a first s t e p  V o  ttike every measure possible t o  minimize f e a r  

of embarassment or pcrsonal l o s s  which comes, or may come, t o  

those i n  the decis ion  area  sup,.orting changes," s i r w  these f e a r s  

are always a p t  b cause opposition -bo change. 



From t h i s  point  of view, when considering mehsures t o  prevent 

persons involved a t  each s t e p  from fear of embarrassment or 

personal l o s s  due t o  unexpected drop of c o s t  pr ice,  we have come 

up with the  basic  l lS tepl i s t  f o r  Reasonable Price ." Reviewing 

t h i s  l i s t  we have found t h a t  it could be used not  only a s  a 

masure  t o  prevent fear of embarrassment or personal l o s s  but 

a l s o  a s  a s t e p l i s t  f o r  various types of cases,  we have compiled 

it by extending it as far as managing t h e  cycle of new products/ 

mass-production. 

Note: I would l i k e  t o  make su re  t h a t  what is described i n  

t h i s  br ie f ing  and s t e p l i s t  is not  expressed from our f i r m ' s  

point  of view but merely from an individual  point  of view, 

because even if it is possible  t o  put t h i s  kind of idea i n t o  

prac t ice ,  it can be u t i l i z e d  o n l y  when such m a c t i c e  has been 

made a term of a business deal.  

11. VIEWPOINT OF PREVNTING FEAR OF EMBARAASSXZNT OR PEXSONAL 
LOSS 

The preparat ion of a so-called s t e p l i s t  f o r  reasonable 

p r i ce  has been made according t o  the  circumstances a s  follows: 

I t  so  happenedt that the  p r i ce  of a c e r t a i n  product had been 

reduced t o  about one t en th  i t s  o r i g i n a l  p r i ce  by simply review- 

ing t he  price. A t  t h a t  t4m one of the  purchase sec t ion  per- 

sonnel r e l a t e d  t o  t h i s  matter  came t o  ask f o r  advice if the re  is 

any proper way of explaining t h e  reason, because i f  t h i s  f a c t  



were revealed t o  outs iders ,  the person involved would not  only 

be c r i t i c i z e d  f o r  his usual way of handling business but a l s o  

t h i s  f a c t  would th rea t en  the  parson involved a s  wel l  a s  h i s  

super iors  with ser ious  respons ib i l i ty .  Theref ore, t h i s  review 

a s  t o  tha  drop i n  p r i ce  would not  be given l i g h t  unless people 

involved were preventad from f e a r  of embarrassment or personal 

l o s s .  So a f t e r  giving a l o t  of thought about it we have a s  a 

a h r t i n g  point  of conception the  f a c t  t h a t  hindsight  is much 

b a t t e r  than fo res igh t ,  

I n  the  above case the e o s t  p r i ce  was previously t e n  times 

more due t o  the f a c t  t h a t  the  volum~t of information per ta in ing  

t o  t h i s  product was lacking i n  the  beginning: However, the  

p r i ce  had bedn lowered due t o  the  f a c t  t h a t  the product had 

become much s t ab i l i zed ,  and a l s o  m n y  f a c t o r s  had been confirmed 

which makes it easy t o  review the  pr ice ,  

I n  order t o  expla in  t h i s  matter t heo re t i ca l ly ,  we con- 

s idered t h a t  c l a s s i f i c a t i o n  of some kind of time-series review 

should 'be es tabl i shed .  We thought it possible  t o  prevent f e a r  

of embarrassment or  personal l o s s  by proving t h e  s e r i e s  of usual 

and new aspects .  This way of thinking is  acceptable f o r  t h e  

people who can comprehend t h a t  t he re  should be the a t t i t u d e  

so-culled Veviewn and a l s o  there  may be a r e s u l t  not  axpected 

previously a t  the  s tage of review, if t h e  f a c t o r s  which wera 

unknown a t  the previous s tage should ever decrease in number. 

Therefore, even i f  there was a discontinious c o s t  reduc- 

t ion ,  there  should be no reason f o r  i d l e  r e s i s t anee  t o  change. 



111. THE WAY OF THINKING TOWARDS REASONABU PRICE. 

A s  t o  t h e  purchasing price,  it is s o c i a l l y  accepted t h a t  t h e  

following a r e  considered t o  be t h e  way it general ly should be: 

1 )  I n  case an  en te rp r i se  purchases something, no purchase 

a c t i o n  can be taken unless i ts  p r i ce  is f ixed.  

2 )  The p r i ce  is a %notn of cooperation which mater ia l izes  

the  product be tween purchaser and supplier .  

3 ) The pr ice  s o  determined must be reasonable. 

4 )  Reasonable p r i ce  should as a r u l e  be appropriate  t o  

both purchaser & suppl ie r  f o r  car ry ing  out a mutual t r ansac t ion  

and should genera l ly  cons i s t  of cooperation and adjustment made 

within l imi t ed  time. 

5 )  Establ i sh ing  of reasonable p r i ce  should agree with 

basic  r u l e s  of public  morals and business t ransact ions.  When 

it is  found t r d  no matter what kind of general review, adjust-  

ment, or measure i s  taken, agreement cannot be reached, t h e  

production of the  p ro jec t  involved should be replaced by some- 

th ing  e l s e  or  should be discussed t o  bring it t o  discontinuance. 

The above mutual r e l a t i o n s  will be shown on the  f i r s t  char t .  

N, THE WAY OF THINKING WITH RESPECT TO STEPLIST FOR REASONAb 

BLE PRICE. 

Thru t h e  general  way of tak ing  a look a t  the s t e p l i s t  f o r  



reasonable prioe bs mentioned i n  the previous paragraph, one 

f i n d s  it na tu ra l  t h a t  the  l e v e l  of judgment va r i e s  when each 

s thge ranging from the  s tage  of p l o t t i n g  the  product t o  the  end 

of i ts  production i s  viewad from the  s tandpoint  of system engi- 

neering. It turnes  out  t o  be as follows if it, is divided i n  

the  viewpoints t h e  same as the  jobplan of VE. 

1 )  The stage i n  comparison of p lo t s .  

2 )  The stage i n  organieation. 

3 )  The stage i n  prac t ice .  

4 )  The stbge i n  f ixa t ion .  

5 )  The stage in  cor rec t ion .  

subdividing t h e  above s tages  i n t o  s t eps ,  d iv id ing  the  con- 

t e n t s  i n t o  input  & output,and arranging them so  a s  t o  move i n t o  

the  next input  h f t e r  t h e  output i n  t h e  previous s t e p  has been 

approved, is the D s t e p l i s t  f o r  reasonable pricef1 shown i n  t h e  

2nd cha r t .  Though t h i s  l is t  is s t a r t e d  from the  s tage where 

the  p l o t  f o r  new product is  compared, it is a l s o  arranged i n  

a way t h a t  can be used f o r  any s tage  by adding, de l e t ing  and 

co r rec t ing  the  contents  of each p a r t i c u l a r  s t e p  item. 

Meanwhile, if viewed from a d i f f e r e n t  sid., t h i s  c a n  be used 

f o r  the adjustment of terms of premise t o  examine the 1st & 2nd 

look of VE. 

Before s t a r t i n g  examinat ion of VE including design change, 

it is needless t o  sag t h a t  the  objec t  i n  quest ion should have a 

reasonable pr ice ,  o r  the term f o r  review, and should be consulted 

and c onf irmed . 



t chart  

MANACrErnNT POLICY c..."-i 
PLANNED FOR PROFIT F 
SCHEDULE FOR BUDGET a 
BUDGLT FCR PURCHASING PRINCIPLJ3 Olp PURCHASE 

L 

0 ( Including review& price ) 

l o t .  1. ----4 ram om-vay &-----+ man8 possibi l i ty of 
r u t d  adjusta6nt. 

Wok 11. Policy of puphasdng prices consists of the following e l u a t s .  

1. Sarta of R i c e  

(1)  Fram the view-point of cost  prig.: Consistonay, expenses, 
accounting, dist inct ion,  coat price, aotual exponses & 
e s t h e t e  prica. 

( 2 )  From the viw-point of contract: Compromise, e g r e ~ n t ,  
negotiation, contract, large domaad, provisional rough 
est i .ak,  adequacy, sol idi ty,  cuatonr, preeedonae, b i l l ing ,  
proposal, JASP, devslopmnt, corroctod price. 

(3)  F rc l  tb. view-point of free market: Freed-, market, f h o d  
price, preoodame, contrac t, acquired matter, d o r s t i c ,  
international, unifonrity, competition, supply, p i e .  of 
demand, wholesale p r im ,  off i a i a l  quotation, o u s t a  & 
uuimta price. 

(4 )  Brol tb standpoint of control: Control, o f f i c i a l  ra te ,  
distinction, uniformity, aacounting, compensation of 
expenses, price so t  up by JASIY. 

(5)  From tb standpoint of wnopoly: Monopoly, inborn, omsidod, 
price s-thing lib natural  law. 

(6)  &om the standpoint of encouragemnt of protection: Off ic ia l  
ra te ,  control, -gotiation, eontract, encouragement, coa- 
permation of co r t  price, dist inct ion,  duplication, pmsdencs ,  
exist ing prica. 

(7) F r m  tho standpoint of calur?ulathg s k i l l :  Rough estimate, 
schedule, budget, precedenee, co r t  aacounthg, so l id i ty ,  
bareness, r a t e  of diminution, standard cos t  & baric priae. 

2. Example of background ru le  to be mainly pick& up. 

(1) The ru le  of maintain- degrem of operation. 
(2  ) The rule of ad.quacy. 
(3) The ru le  of proper thing. 
(4)  The rule of sharing burdan of proportional ucponses. 
( 5)  The ru le  of t rad i t iona l  syskm. 
(6)  The rule of techniques. 
(7) The rule of solvency. 
(8)  The ru le  of s u b t i t u t l n .  
(9 )  The ru l e  of maintaining position in market. 

3. A type of deve lopmt  of purchasing price. 

( 1  ) A type of active priee: there era price-plotting & i n i t i a t i ve  
tgp.0 

( 2 )  A type of passive priee. 



Nokr 1. ~pproval  mmger  or chief of section i s  required be f ao  m y  out& r k p  
i n  each s t ep  is t o  be ~ t f i i u d  f~ next input stup. 

2. In case no solution amflabla  a t  each r k p ,  it is poosible to return to tho 
previous step. 

I 

OUTPUT 
'M-INSURANCE ACTIVITI m-Y I ~ O S T - I N S ~ B  ACTIVIR 

mu 
ITEM 

0 To decide person who 
takes care of s e t t l i ng  
c o w t s  internal  
mattors & person re-  
lated 'to the u t k r r .  

I 
I 

B Selection of item 
~ub joc t  t o  purchm 
a- of s p t a  (Em*) 

Halurtlon of rbUi f  
ir  to to port Ir & mdo prosoat rocasdin 

aooomplir)*wnt d bad 
In## 

0 & v a l u t  ion of mkrr ' r 6 Listing of appl iorbh  
vendor etc. 
0 Specifications of OW 
company (dm f t ) 
0 S p c l f i c a t i o m  of 
e s t i r a k  tua (1) 

0 To adpertlze f o r  
applice ble vendor 

L1.t d whet p ~ i b 0  
ir o ~ i s t . d *  

0 To review spec. (To 
cu t  off excessive spec 

Distribution of bud- 
get. 
l TO examim poseibli t  
of prac t i c e  . 
0 To obtain pmvious 

spprwal from gwernmen 
rgemr regarding dove- 
Lopent* 

Joint  spec. of both Degree of technioal & 
orir colnmr & maker. f inancidl aaconpllhhment I r Makerto specffi- 

mtione (d r a f t )  
r An estimate of d e w  
(11 

D Budgat,ftnrget prloa 
B I k k ' f o r  skilar it08 
D (rpeo. & prloo) 

6 ake ii ke-etimnk for  ro  uiromon Y I I I ~  Ie  To L & prodm 
( l i s t  of what p i c .  duplicatu v i th  t b ~  a 
consisted) 

- 
already in Mrket. 

Executing plan. TO c ~ p . r s  with a s t e r  
0 Pr llminar te t schedule 6r roe lf it L 
planfas r e p u b !  r d e  up with t h e  o n e  

1st to c 
c &F I?T~W;IO pass. ~ritiarl 

0 Fiaal  spec. 

(fv) 

, Jo in t  OF* af both 
mr c anp.ql 4 maker. , H.ker88 r o e s t b a t e  

( I11 
Actual plan (draft)  

t P l a n  for  preliminary 
;eat (as required) 
t A c h u t  to capcue  
mlwt ion  of Mkera. 

&mmimtion  of content 
of f u ~ c t i o n a l  t e s t  aad 
inspection of i n i t  l a1  
p r ~ d ~ t  IQ/T, FAI* 
0 To e x u l n e  p t e n k .  

Co-officieace of ins* 
r m o  regarding p- 
ra te  of prof i t  up to 
&li- of Lort 1 & 
otbor rlokr. 

l m l l a r  p i 0 0  

udge t R l o o  

Lrruyled p i a e  

rioo of oort  dpir 

H a t e r W i u t i o n  of pla-  
oliag ordu 4 0 ~ h g  
oat  pfrni 

Dolivery of contrect. 
To chock minor =he- 

dule t o  o l a r i f y  c r i t l c n l  
pees I 
a To rake periodic repar' 
f o r  rcheduls & determine 
& i m t r m t  who take res- 
pons 1 b i l l  t y  again0 t 
each controvorsirl point 

0 F i n a l  negotiation 
prior  to contrhct. 
(delirory tern, price 
e t a*  ) 

1 Exu laa t i a a  of e s t i -  
r t o  coat. 

To place mder 
Actual rbhodule up 

t o  de l i r s ry  of f lrst 
l o t  ( Including func- 
t iona l  test & hp- 
action for  i n i t i a l  
p d t r ? t r  %IT, PAI ) 

To o l u i i y  tho d i r i r  ion 
nrponsiblo & p r r m  
lo ohrge  b w h a  
follar-ap b8 yd.. 

b To obligafe maker for 
m e d i m  data of. coat 

To detsrmirio' pre- 
iously between our com- 
mar and redor the n n  1 To enter standard man- 

ho r onto panufacturing I . - -  I 
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However, it seems much bet ter  if the  f e e  f o r  VE be talked over 

a f t e r  the  r e s u l t  has come up, f o r  it is natura l  t h a t  the fu 

v a i e s  according t o  the degfee of contribution and u t i l i z a t i o n  

f o r  the result. 

V CONCLUSION 

A s  mntioned above I have doscribed the  matter pivoting on 

the  procoss of how the  " s t e p l i s t  f o r  reasonable pr icew has been 

made. Since t h i s  s t e p l i s t  is made by koeping soars par t icular  

product in mind, it seems necessary f o r  each enterpr ise  t o  cor- 

r e c t  it in many respects  t o  make it easy f o r  use. I would f e e l  

very happy if t h i s  s t e p l i s t  would be of any help i n  the  appli- 

ca t ion t o  the v io len t ly  changing i n d u s t r i a l  world under the 

circumstance of administration. 

I f  there is any opportunity I would l i k e  t o  summarize the  

method of comparing s imi lar  items shown i n  the s t e p l i s t ,  the  con- 

t e n t s  t o  be included in t h e  speci f ica t ion of estimate term and the  

way the  l i s t  of what pr ice  consisted should be. 

Remarks: 1. "Techniques of Value Analysis and Engineering" by 

Lawrence D. Miles. 

2. The a r t i c h  quoted here is the English retrans-  

l a t i o n  from the book t rans la ted  in Japanese, s ince 

t h i s  origin& English book i s  not available. 

- End - 


