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PROBLEHS IN THZ AREA OF A'PPR3PRIATE U3STB 

0 - More eetabliehed produote today suffer value obeolesoenoe than 
perfaramce abeoleaaenoe. 

1 - Can't meaaure value. 

2 - Obscure 'aauae and effect '  relatlonahipe.  

3 - Decision8 required to get value are often what people do not 
want to do. 

4 - Robot deol  aiona 
Rout in!, 
Sound general ariterla whioh don't  f i t  the q e o i f i o  
Shades of gray deaielone 

5 - Heavily wefghted subjective oriteria. 

7 - Vant t? d 3  I t  the  came-but better. 



PROBL-S IN THF. AWA 9Y' mFRO?IIIATE OOSTS FOR US? AT TrlE P31EIDEXT 
OR EQUIVATXNT XVEL 

1. The preeldent may be the lowest level  man with aocountabi l i  t g  
in meaeurable terms f o r  p r a f l t e .  9 

2. Consequences oi earning8 fallure below the areoident  level aan 
be ah i f t ed .  

3. Men aoaountable for perf waance, 9r f o r  shlpmente, no t  f o r  p r o l i t  8, 
In meaeurable terms, often make deoiaione which vitally determine 
earnlnge. 



Aooumulat ed experienoe with mpeoi a1 fooue on deai sion-maklng a@ 
it affecte appropriatmees of o o e t  

Aa an engineer we faoe a design problem by thinking - designing - 
teeting,  thinking, d e e l  rning - t es t ing ,  end  f i n a l l y  have something 
that works. We then naturally want t o  do 1 t that way. a. b n ' t  
want t 7  ~hange  it. 

Ae a manufacturing man we have we have machlnee, we know 
how t o  plan and t o  uea them. we want t o  uee them - we don't want 
t o  ahange a l l  of our plans for  available f inatlonal  produote, Or 
d i f  f'erent oroceeeee, or materiala. We d on't rant unoartaintp 
lntro6uoetI. 

As a buyer re w a n t  t o  buy f r o m  a man who earned our oonftdenoe 
years ago, end who ha8 become a f i n e  friend. Wa don't w a n t  t o  take 
the bueineee ,away f r o m  him although h ie  people may have beoome oom- 
plaoent and out-dated. We really would be personally sad t o  even 
learn it. 

Pet, Management muet of ten make unpopular deale lone oontrary t o  the 
above If aompetl t ive  value or value leadership is t o  be aohieved. 

2. DECISIONS SAS'ED ON "SOUND - G)ET).=RAT, CRI mf A" THAT DO NOT FIT THE 
SPECIFIC, PUT &ID ~~ IT IN 
For example, 

The requiel t l o n  on a "one ahoft' order for aorew lsaohine parts  
oa l led  for 5000. They ooet 106 eaah - T o t a l  9500 

The part8 oould aleo be made by o b l d  heading. 15,900 wae ths 
minimum order - 2$ ea. the o o e t  - Total $300 

n The munA general oriteria - BUY as required - do not  aocumu- 
late exaeae Inventory". . .added 663 extra ooet.  

For example, 
Small motore were b i l l e d  t o  one p lan t  "on the part8 list baa18 
at 28$ ea. extra (@803 extra f o r  each 10,000 oMer) baoauee 
the c o i l  aasembliee were on one order and the rotor aeaemblies 
on a n ~ t h e r .  

The a r i t e r l o n  traditional t o  the areas write eep&F€it@ order8 
when ordering materiale f r o m  different drawing list8 80 that 
incoming packape w i l l  be marked with the oorraot drawing l i 0 t  
and aocumulation f o r  aeoembly all1 be iacllltated. Thie trs- 
c!iitlonal ~ e c i a l o n  added ,$2800 per order of extra ooat ,  
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4. DECISIONS THIGH BEC311P R3UTINE BECAUSE THm SEESA TO BE f N  Hi@!JONY 
WITH SIMILAR ACTIONS IN THAT AREA, PUT A'ID EliXP EXTRA COST 

Often, objeatlve Value-Criteria are in oanfl  l o t  w i t h  $he 'way of 
thinkingn In an area. Overaomlng the eubfectf ve thinking 18 Very 
d i f  flcrult. 

For example, 
The praatioe in one p lan t  wae to "allow twenty weeke for t o o l  
ahangee ." 
An approved ohange in m e  part reduoed ooet>e #50,000/yr - 
#1000/week. 
Pour man-days of tool tne;  work mating $3'350 were required. 
Tork waa echeduled to e t a r t  In e lx t  een weeb sa that it would 
comfortably be ready in the eetabltehed twenty. @0,000 of 
exoese aoet  was t o  be acaeptsd 00 that  the $350 t?01 ahango 
would "wait I t s  turn" according t o  ''~raotiae". Fortunately, 
thie plan w a 8  dleoovered by a value oonmltant after eight 
weeka. men brought to th? a t t en t ionof  the Manuf aoturing 
Manager, the tool wae at onoe ?lade, saving $11,000 of the 
nnormal" extra m a t .  

A eurpri eing observation l.8 that in near1 y all oaeee the oriterhn 
whioh oontrolled t h e  decision, keeping extra coat, l e  in t t a d i  a 
good general% t y  . 

There are saoree of v a l m  d m 1  s l m  snaeee that exampliiy t h i e  eitu- 
s t l o n .  The following are repreaentatioe t 

Shog Coat Shop Cost After Value Criteria 
Ware Developed 
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7.  DECISION-EJAKfNG IS CHOOSING THF OPTXlllEU FRO&! VARYING SYADES OF (IRAY. 
THE FACT TuAT MUCH S7?ADfNG I9 FROM OT)TE=II THAN THE OBJEXTIW SITU- 
ATION PUTS AND IWTPS IN EXTRA COST. 

" Colofing" o the r  than by t h e  objeotive faote of the altuation in 8 
dec le lon  i nvo lv ing  value, results in lowered value - extra o o e t  - 
in that product. 

Shadee of gray  are establiehed by. .. 
I. g h o m  or aeeumed at t i tude8  of higher exeoutivee. 
2. The epectrum o f  p r i o r  experiences of the deciaionaaker which 

have eetabliehed h i e  "Rtt i tudeet te  
3 The known objeotive faote  of the eituatlon. 

For example, 
(1) (2) ( 3 )  
Attitudes of P r i o r  Objeotive 
Supe~iora Eetabll shed Situatl  on 

Uen vary,.. 
One man 
Another 

0% 
75 

S t i l l  Another 50 
Poeeibly Ideal 10 

O f  ten the ob Jeot lve  ei tuati on In d eci ei m e  lnvolvlng value ha8 
ineuffiaient weighting to  be either a oontroll lng or a heavily 
influencing faator in  the declalon. 

For example, 
In one factory, It was ehorn that aaa t lng  eone epeclal part8 
of available ecrap chipe would reduoe aoete  to l e a 8  than half 
and make better shapes practicable. It wae no t  done. The prime 
e t t l  tude ehad lng m e  that the factory " should be a machine 
shop", "no t  a foundry" . 

FOR VALUE, YZT SUM TTOTA OF CCCTSI3NS ?lVTCH %AN EXTIER H L L V E  OR 
D3U3L3L;;: 7ROIi'ITT, ARS ?!ADS TTW3TJT ?-!I3 mlDaGDC3E. 

Engineering management may b e l l  eve mmuf acturl  ng is inef'fi  oi ent. 
Manuf aoturing management may believe that design ie t o o  ooet ly  t o  
manuf a o t  w e .  
Uarketlng management may believe that a e l l l n g  work is inefflalent 
but g r o d u c t  c o s t a  are t o o  high. 
Lack of value ie poeelbly the  only major qroblem f o r  which ~ O O O U ~ ~ -  
a b i l i t y ,  below the General Manager level, ie unfixed. 
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By oontraet, the reeponeibllity for other aspeote of the p r o d ~ o f  
are cllew-outa 

-- If performame is not  euitabSe, l t ' a  englneerlng; -- Sf quantitiee are wrong, i t t  a rllanufaoturlngi -- If inventortee are t o o  hi@, i tJ% materiala; -- If oustomere don't buy, it'e marketing. 

BUT - It value is poor, it may be... 

Poor engineering, or 
Poor manuf a a t  urlng , or 
Poor purohaelng, or 
Poor product planning, or 
Poor management 

Poor rork reeulte of any buaineee funatton edvereely affeot value. 
A8 oontraeted, poor work r e a u l t ~  of many work f'unotione do not  
neoeeearily adversely affeot perforaance of the product. 

A ~roduot with l i m i t e d  en@ neering may aocompUeh it8 f unotion8 re- 
l iably .  The only rum oaaualty w i l l  be value. 

A poorly manufaotured produat; e.L, one aade in elow, lneff io ient  
machines -- may aacornplieh I t 8  funotion reliably - and, if enough 
machlnea are running, quantftfee wlll be aorreot. The only Sure 
aaaualty again w i l l  be value. 

A product inol uding purahaaed element0 "boughtn in a alerioal  
faehion may aocomplleh i t s  funation re l iab ly .  The only sure 
casual ty  w i l l  be value. 

Too often value work (below the General Mmager l e v e l )  is meaeured 
by "aotivl tyn  - that  l a ,  the meetings held,  the le ttere written, 
t h e  reports made, t h e  programs oarried mt. 

The "~eeulte" type  of me~aurement, in eifeot, aomparee the work of 
General Eleatrio personnel d i r e c t l y  w i t h  the work of equivalent 
personnel of our oompeti t or s. 

1 - mat are the funct iona  the customer wants? 
2 - That must he pay far them from non4.T. ~ O U F U ~ ~ ?  
3 - Yhat must he pay f r o m  O.E. sourcee? 



While decieione affecting moat other aepeote of the produot are 
based on aauae-and-eff ecrt urlteria., , suah asr 

for  quantities - count them 
for  performance - t e s t  them 4 

sto. . . .value dea % e l  one are of ten based on o r l -  
terf a far removed from the apeoi f ia  ei tuat i  on, weighted t o o  heavl ly 
on the subjective ~ l d e  and t o o  l i g h t l y  a objeotlve faate of the 
apecific value el t u a t l  on. 

As a r e e u l t ,  the flow of inatmfuotiona which Injure only value do 
no t  bring t h e i r  own aorreati on. Their effeot ie t o  generate 
prof ltabi l l t y  -and-ealea-volume probleme in the buelnees. They 
are not  reoognlzed ae the oauee, and accordingly not forthrightly 
dealt with .  

For example, 
Automat lo  equipment rae inatelled t o  make #w,000/yr. worth 
of parta .  The market  volume and pro i i t eb i l l  t y  probleme whloh . 
developed were aaeumed t o  be normal. Pears later, under o r l t l -  
aal market  preesure, a value etudy was made ahiah abuued t h a t  
funotional produote of e ual reliabl lity and ~ o n ~ e n t e n ~ e  oould 
have been purahased f o r  qlO,OOO/yr, durlng the entire perlod. 

They are the e l  twti on8 aesooiated with eubjeatlve feeling. One 
example ie the " L e t '  e make it oureelves" area. Being for t h i s  16 
l i k e  being f o r  "mother-hood" and nvir tuew.  To develop objeotlve 
cr i te r ia  whluh m l g h t  ehow large ammnte of exoeee aoet 18 mnotionally 
interpreted a6 being agd net "what * a good" ; henoe, of ten no ~rov ie ion  
l e  made t o  rigorouel$ develop meaningful euppller alternatives for 
uae aa effeotive v a u e  c r i t e r i a  in the "motherhood" and eimilar 
aub jeative areas. 


