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Thank you, Mr. Chalrman.

I least expected to be at a Magnesium meeting a few months ago.

My experience with magnesium was during the war, of course,

where my emphasis was that of in helping to

perform tasks that magnesium would perform better. This

morning I am going to put on sn exact opposite hat, not because

it 1s more lmportant but because it is mmxe my charter. Magnesium,
like any other product, or material, has two fields: one the
field where it performs better -- it gets its jobs because it

does the job better. S :

However, experience has shown that to make a product
a tremendous thing in the world of today, it X also has fields,
large fields very often, where it gets the business because
it will compete dollar for dollar on performance so I am
making my first narrowdng of the field, I will be t alking
exclusively to the important area where magnesium grow -- will
do the job only if it accomplishes the function wanted, equally
well and at lower cost.

And when I say that, I don't want to lose the friendship -
of any of you people who see the fine jobs in which magnesium
excells. Thus another charter. Lets have two legs on this
racer for this distance runner. ’

In 1947 the research started.--I was then with Ggneral
Electric -- to determine a more efficient way to use resources
of people and money and time £ on this second job to provide
proven performance, accepted performance in the market but
at very much lower cost, and to utilize all known technologies,
industrlial englneering, work simplification, engineering skills,
purchasing skills, management skills, and put them in one
efficient package. This was the charter, this way we started.

Last month, 19 years later, 546 people paid $70 to $90
admission to attend a.onvention on Value Engineering. There
were 60 presentations with three parallel meetings and these
are the minutes on Value Analysis and Value Engineering. So .
you can see why I am enthusiastic about our growing knowledge
on how to handle the factors in an efficient system to get
kuxx better cost oriented decisions.

I met there, men from all over thegworld, four from Btitain
and eight from Japan. This isn't just a United States effort.
I expect to communicate to you this morning what this basic -
system is and what 1t might do for magnesium business and then -
some initlal suggested steps that you might take.

I'll start with an example -~ an electric cold control
that was sold to refrigerator manufacturers. TIE performed very
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well, then competition became very severe. Markets were being
lost so the manager of the operation had complete cost reduction
and engineering studies on it. He had engineed ng group,
menufacturing group, purchasing group, each perform separate
studies and then work together and they buttoned up the result.

They still had such kg high cost on this product that they
could not sell it in competition. It was at this time that the '
three vice pesidents of engineering, manufacturing and purchasing
who authorized this research work said, "Let's have our research
group look at it." The result was that in a few months - six months -
1t was being made for 25% less cost; two years later the functions
provided for at least 25% less than that, and two years later

the same or a little better performance for again about a reduction
of about 1/3.

On the other end of the scale a very large machined forging--
it was only a forging and mazkiwgmg machining--the engineering
manager had handled it himself for five years. He had had everything
done because it represented half a million dollars of purchases.
They needed money so it was handled and the r esult was five changes
made and $180,000 out of the $500,000 saved. $10,000 were taken
from the basic winding cost or copper insulated
and put into a large water wheel eqhipment. B80% of the cost removed
from an important bulk chemical; 30% from a highly competitive control
gear. This volume of castings expanded and increased from year to
year . What caused 1t? A complete system of techniques and
approaches which dealsmkkk as you fellows were discussing things
this morning with the realityes of 1life and deals not only with
the technical factors but also with the people factors.

You will find that after I discuss the approaches that get
us a clear viewof what we are trying to do and get it into mind
si,ed s teps technically, then we have to put much time on dealing
with the people factors or we just as well have saved our time.

There are two important factors in any product or service.
One is its performance, the other is its cost. Again I am going
to narrow the field. We do not use our techniques to mrovide
better performance. That is an engineering t ask and technical
people have fine measurements and systems and experience doing it.

holding  Th=miding

Oour thechniques are based on/presisely mmExix the same
performance but accomplishing it for lots lower cost, not
10% per cent less, very often for half; but we hold performance
and lower cost. All of our techniques are in that line. What
are they based on? We found that what we want to do is to leam
to measure the quality of value decisions -- measure the cost
decisions so that we know whether we are getting good cost
decisions or not. 1In performance you know whether it is good
or not. Bither it meets the spec or it doesn't. It is $5 92% efficient
or 91%. 1In cost oriented decisions folks don't know.
They do the best they can and they may be way off and they only

find 1t out in the market plece. Rexgrarkhingxorx sene thing
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So, searching for something fundamental, we started with
the customer is fundamental. The customer decides
what he is golng to buy. He decides what he wants. He wants
a refrigerator, perhsps. But he doesn't want a refrigerator,
he wants something that will perform a use -- a function -- so
we start with him. Precisely what function does he want? Or
can he be taught to want. I am using this in a broad sense.

Then, let'slook at those functions group by group and one
by one and determine what the minimum cost is to reliably provide
those functions. So all of our thinking took a change. Never
did we list anything on the plece of paper studying it except
function. We would not say a wheel; we would not say a shaft;
we always , after studying it, put that function there.

Let me go a little more on function. W Our techniques
divided function into two classes and X only two: wuse function
and aesthetic function. The customer only buys something to
perform a use for him or to please him. The manufacturer must

contribute in a proper proportion what he wants; they both
represent value.

We found much extra cost in cost that did not add
use the customer wanted, did not please him and cause him to buy;
end 1t is the cost that comes under the heading of tradition --
of doing it the way we are used to doing it -- the way that looks
good to us -- that we think is right -- and all this becomes
complete waste.

Take the example of a tie here. Perhaps I peaid $2 for the
tie. Why do I do 1t? Does it have a use function? 4nd I'm
going to & cut some of these awfully short -- No, 1t doesn't.
but I buy it so 1t has an aesthetic function and I want it and
I paid $2 for it regardless of whether it has use or not. And
it is fine business; no problem. Does the tie clasp have a
funcvion? Yes. What is 1t? Two functions: it does a certain
amount of holding -- that is a use function. It also presents
a certain appearance; that is its aesthetic function.

In the Value Engineering step by step spproaches we
strictly divide the two functions, use and aesthetic. Now,
In this system we have added a few new techniques; one is
learning how to associate a value for a proper cost with a
well defined function. What is the use value of this -- well
to hold the tie. What would be the dollar and cents maximum cost
of it? Well, the cost of something else to hold it equally well.
What would hold it equally well? Name something. Pin, paper clip,
something like that. What would that cost? One cent -- less
than a cent, let's say. So, we now know that the use function
of this clasp cannot have an appropriate cost of more than one cent.

But I paid $2. for it. It doesn't mean that it's wrong.
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Ir means that all of our money except the 1l¢ is goling to pay
for the aesthetic function. So let's think of it only in
terms of aesthetic function and let's prepare alternatives
to create aesthetic function for perhaps half of the cost
instead of what it is costing. ‘

Cettain products, like a nail in a wall 1s all use function.
Froducts like ear rings on the girls ears, I would say, are all
aesthetic function, altho!' I had the opportunity of talking to
an engineers club and their wives once and I used the president's
wife's esr ring as an exhibit and the women stood up in acclaim
end said "They have a use function!" I asked , "What is the
use?" They said, "To get a husband!" I lost but I said, "Who
you kidding? There's no body here who doesn't have a husband."
And they said,"well, we have to keep them."

So, in a product, we divide them and then we put a dodlar
sign on them, no matter what it is. AsS an example, on a televislon
set, I had a group of about half this size who invited me tot alk
about some of these and see if I could help/Xmxihaix decisions and

give them some encouragement, sharpen
I guess, I found as soon as we started t& king about this, a
little private argument . Well, they said, this fellow

here just made adecision to change the switch on the TV and it

costs $28,000/year more. And I say 1t's a mistake; it is wasting
the money.

I said, alright, now weait a minute. Lét's look at it.
That 1s a real situation. Who are you who made the decislon?
He said, I am in marketing .

Who did you work with?

I worked with amzmkhsxr fellow in engineering. Anbdbher man held
up his hand and said, I'm in engineering and its my job to
work with them and we decide what should gg in and we put 1t on.

0K. So everything wag done right. ©Now let's look and see
if we could have set the problem up so as to help them. What
do we know? We know we are spending §28,000. Do we know what
we are getting for 1t? Somebody sald NO'. Not the fellows
who made the decision but everybody else.

There are only two things we can get; one is better use
for the customer and the other is more sales. The only reason
for spending that money 1is to get the customer to buy this one.
So I said, let's look at it. Mgybe this switch works better.
I asked the engineers and they said no; it is the same switch
with a different kind of a mounting and arrangement so they
agfeed that there was no change in the use function; it was just
the same/ from the customer's viewpoint.

¥rw Then, I seid, we are paying this $28,000 to csuse the
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customer to buy the set with the new switch. Does 1t do 1t?

We don't know but most folks said, we doubt it. That was
enough of that. The marketing men xka saild, "I get the pointxR
I am going to set up some controlged tests and we will set up
three or four in different places and we will watch that thing
close enough to know." Two or three months later he called
back and said, "I want you to know that we @iEmxk found that
not one TV set was picked in all of the tests because of the
changed switch. The $28,000 is back in the bank which

What we want to do here is to find a way to frame our
thinking in sensible packages and put it in decision sigzed
and workable sized chunks. We will see that as we roll along.

In order to do this, we have to take several different looks.
For example, if you want to go from here to Atlanta, a small scale
map doesn't do any good. First you need a big map that shows
the general picture; then you need =x a smaller map and then
you need a precise map to how to get from Jacksonville to
Atlanta. In this kind of work we found this just as important
but it does not exist. Very often people will be working on
a map that is either too blg or too small but they don't have
them all.,

You can take any product - let's take a garbage disposal.
It now breaks all down into parcels. First we decide how much
cost we need in order to sell on the market and compete; get
the orders you need. This might be $15.

whole

The next thing is to divide the/disposal into functionsw--
function groups. One is (mount ?) and enclose; one is control
electrically; one is shred; another is provide power. And the
naming of these 1s very important. If we said a motor used
a name instead of a function, that would restrict our thinking
from many things that may be tomorrow's product. Maybe there
shouldn't be any motor in a disposal. We just need something
to provide power so every group is put together this way and
the dollars are assigned by function needed and then we look
at them and see what they are now.

Now we have clean, clearcut presise problems to work on
and T'11 give you a little run down on the Value Analysis
System for that. Among other things there is a Job Plan
that allows any question to use his time
and do all that needs to be done. It starts with an information
phase: What is it that needs to be done? There are dozens --
hundreds of things that need to be known and I'1l skip it
quickly here,

Next is the analysis phase. We do this one at a time.
What does that information mean? What kind of costs do we
need? What are the problem areas? What are the opportunity
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areas? How far do we need to go?

Then comes the creative phase. This is, as you are hearing
around, withholding of judgment and doing an intense creative
jobe.

Then comes the judgment phase -- picking something and making
it better; then the development phase.

People trained in this probabdy get equivalent of three or
four days of training on this problem solving system 1tself/
in order to get the answers you needl But it was found that
that is not enough; it doesn't do the job. We have to deal
in the people phase., Without the problem solving we have
nothing to offer. That can be done. But without the people
solving it amounts to nothing. I was interested in your
discussions here which show the same thing.

Now I am going to take those same examples and let's see
what the whole factors were -- the people factors. First the
control. the one I spoke of where the 25% was reduced.

On this, as soon as functions were studied, it was seen that
$310,000/ear went into a box -- an enclosure to put it in.

This was nothing that the customer precisely wants. It was
seen that $,0,000 went into just a cover. Arrangements were
made to get the box for $70,000 less; the cover from $40,000
down to $15,000 by covering just as well but in a different way.
And a few other things.

Now what happened? The manager of this operation came to our
boxx, the vice president, and requested that this work be
ended; that it be taken out. I would fail today if I don't
communicate to you in believable terms what technical and
management people do which prevent accomplishing functions
for very much lower cost and I am going to bring up those
examples in order to endeavor to communicate. He requested
that it be taken out. We will talk about why when we have
some other similar examples.

One of the cases.«on this is mxxprimgxexamgpi= the springs.
There were half a dozen springs in there. A man, the sales-
manager of a spring company was asked to look at it.

"You see the applications, Here's all the specifications for
the application. You tell us what springs should go in
there." He leaned back and said, "Oh no, not me." "Why not?"
Why", he said, "I sell springs to your people for a wide
range of applications. You have specialists who know a lot
about springs and they design them; their names are on the
drawings. If I did a thing like that, I'd put my name on
the blacklist alLl throogh the company."

Now we are starting to get at something that 1s real.
Fortunately at that time one of my bosses was the vice

president of purchasing. So, I said, well now I have an
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interesting opportunity here. I'm going to tell you, right now,
you are either going to get in bad with purchasing or engineering.
one or the other -- right now. You make the decision.

He said, "In that I have no choice. If I can't get the orders
out of purchasing, I'm licked."

Here again we have the people kmxdx thing to deal with. The
result of that was that he made up, working with engineers, five
ssmples of each of the springs, springs you could make up on a
set-up maching. He presented the samples and a page of test
data. The engineer looked at it and said "My God why X can't I
have that kind of test data to make all of my decisions on."
Everybody was happy but we had to go through the human barrier
to get there and the springs, incidentally, cost only 25% of
what they had before. :

The next case was the large machine forgings. The mansger
of englneering, as a part of the president's staff, saw that
profit was deteriorating and they wanted Value Ansalysis. They
came to me. These things are not all General Electric -- some
gre some are in other companies. Four companies are represented
here.

This next one is not. And I don't want you to think GE
engineers are any different. I just don't want you to think
I am picking on one commpany. The president s aid YWe think
this will help." Engineering vice president and technical
people said we think so too. Let's get something. I helped
them to get a couple of qualified men. They had this as a
seminar project. The vice president cd led the men and sald
"I handled this myself for five years and I'm sure there is
not a penny that can be saved on that. We'll be wasting our
time. I suggest that you take it out of the study."

The V. A. men said "I hope you don't give us a definite
order to because we have a half dozen projects and we'd like
to have one of this type and one of the other types and unless
you order us directly to take it out, we will leave it in
as a study project during this two weeks of teaching. The
vice pres. did not open his mouth to say you can't do it so

ran the seminar. They found that there were
nine suggestions of which five were immediately put 1ln and
took out $160,000 from $500,000.

What happened? That was three years ago. This vice
pesident has prevented the value analysts from having any raise
during the three year period. They are unwelcome in his office.

Then the windings tory. This was a company tlgat got this
on a very tight bid and it was an order for something like a
do,en large water wheel equipments. They bid in the world
market on it and they had to get good quality and get some cost

out.
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They had & couple of good value analysts look at 1it.
I'11 tell you one case-there were many lik#t looked like a
large copper buss of basically raw material that is wound
and used in this large water wheel generator. It came 1in
300 ft. lengths. It had tobe braised. Braising alone cost
much more than winding the whole thing, that is, each joint.

So, using the functional techniques, the braise adds cost,
khexzxxtomerx it did not add function the customer wants. They
set it up as a problem and used this test and went to engineering
and asked, "is there any reason why you wouldn't like to have
it in one™ and they said no. They went to manufacturing: '"is
there any reason why 1t would bother you? They sald no; this
is in the informatlon phase. They said, no, but we can't get
it that way. They went to purchasing and seid, "We want to
buy this in a 15,000 ft. length instead of five 300 ft. lengths.
They said youcan't do it. You have to do a little work so
you don't shock people and purchasing got a copper book and
they showed 300 ft. as the maximum length. We've never been
ablé to. We have t ried to several times.

Using the ppproach of getting to the guts of the real
problem, the value anslyst sald I don't understand %= why,
in a copper fabricating plant, they can't just coil up 15,000 ft.
and put 1t on a skid and not cut it off., Would you make an
appointment with Phelps Dodge for me. They hemmed and hawed a
little and with a little pressure did. He went out to Phelps
Dodge and saw the equipment that's doing it -- didn't accept
stoppers that come all the wey along. The result was that
three weeks later, on the skids 1n the factory were a coil 15,000 gt.
long that just went thru' like greased lightning. It was such
an efficient way to do it that Phelps Dodge later decreased
the base price of copper when taken in that form.

In this case what happened? The word went around that the
value analyst had an organized system for fault finding. And
they were personna non grata.

(changed tape here. ould not get the beginning)

Value engineering looked so good to his
boss and others hkmxxa that he sgid, well, we'll try it. He did
something that I would never do and it's wrong but when you
are dealing with people they learn better from making their
own mistakes. Youcan't tell them. He said you take all this
information and take two or three people who know these
techniques and I'm going to pick two or three people in our
engineering dept. who would do this kind of work and I don't want
any cross communication. We will find out, once and for all,
so at the end of 60 days that this ridiculous approach ran,
the men from his organization added a few more functions and
refinements of functions that were needed; their costs were up
3% from the start. The men who used this functional approach

had also added that because the product needed it and their
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costs were down 30%. The points had been proven in the
laboratory so there was no question about it.

What was the result? We know we can accomplish the
same kind of results in our own orgenization. We don't have
to have value englneering technology.

In the cement setting experience, a young engineer was
studylng setting cement where two products are put together
by cement. He was tapplng and vibrating in order to speed
up the process . The reason I know this one is that I happened
to come along; I asked him wat he was doing and he told me.
He said, I have to find out whether it is 1impact or impulse
and how much - what frequency, how much aptitude. I said
there has been an awful lot of cement set. Let me take a look
and search a little for a speclalist for you which 1s one of
the simple things. Of course I had for him in a couple of days
a catalog, arrangements for an engineer from a company that sells
the equipment to talk to him. There were all the answers; all
he had to do was buy a small equipment.

The next day I came down to the factory he was gone.
He had been fired. I felt sick.

I want to take one more little example here of thils type
and then we will t alk about what happens here and what happens
here is what holds the cost in the products.

Here is a little stud. It is just a little piece of steel
tx What does it do? It goes on an appliance - ax2thxxximzr
it holds a 2 1lb. timer on an electric dryer and it costs 8¢.
It is made completely asutomatic. Now let's use this ppproach.
Precisely doesit have esteem value or use value or both? And
here it is only use value. The customer doesn't see it.
Allright, now precisely separate the functions. What does it
do? It has a holding function; it has a spacing function here.
Next, put a separate value on each function. What is the value
or appropriate cost for the holding function? Compare 1t to a
bolt or a little screw. You don't guess. And it would cost
a half cent for a screw that would do that. The spacer for
the spacing function would cost 1/l; cent but kmxxkx you have the
problem of how could you fasten them together. We have in our
system a way for doing thst. If they are not interacting
functions, we can add them directly. If they are interacting
functions, we have & formula to do 1it. Here they are practically
non-interacting, only interacting at the head so it works out
to be/=r approximation of 3/l ¢ of value for the functions

within a first
but a cost of 8¢. This informmation was given. Work was
requested because the product needed heip. It was given to
the technical people and they zm looked at the 3/4¢ and said
that's ridiculous. It shows that the system is just an idle dream.

So it was necessary to carey it further and go and get
one of their engineers and help him solve this problem, how do
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we get this functinn for its value? Using the creativity

and the judgment, the little thing that cracked this was

"what can we compare it to2% that will have some of the

functions™? and it worked out to be a nail with two heads.

What does it cost? 1/10¢. Put one head in the middle,

the other in a little ways, gmt threads on it, and what do you have?
roll

So we got in a supplier who makes this type of part and
here 1t is -- it cost 8/10¢, not 8¢, And it was arrived at by
a step by step logical process that will solve the large problems
as well as the little ones.

What happens@? The mamufaxk manager of manufacturing who
had requested this work then said, "What do we have 1n our
design engineering group down there -- men or boys? " And
Value Analysis was dead. Now I am telling you this because
it is true and vital and I have never seen an exception.

Why? Because the why 1s important to you.

I have now concluded that it is because management has
engineers, managers, Their kit of tools, their
large tool is thelr mental reputation; it is what people
think of them. What does the boss believe? What does he
think of me? What do my peers think of me? Th him this

is the monkey wrench the plumber carries. It is the solder & the pliersf

the electrician carries. And if you take the solder and the
pliers away from an electrician, what8s he going - how's he
going to make a living? Take the monkey wrench away from the
plumber, how will he live? These professional people feel
this to the very bottom of their hearts. So then, without
them understanding why, they fear embarrassment. There is
danger of embarrassment to professional people and that is

a sword that 1s the cruelest sword to them.

On the control device, everyone knew this manager had had
this completely studied and done all that could be done.
If something more is done, it takes away; it could embarrass
him. So Stop the work at the start so it won't happen.
large,
In the case of the/forging, everyone knew that the engineer ing mgr.
had handled that item and if important money comes out of it,
let's say he's dead. He isn't, but the feeling 1s that he
will be dreadfully embarrassed and his tools of his trade
will be weakened.

In the winding story, purchasing, engineering, and mfging.
had worked together every way to get all the cost they could
out of it; everybody knows it. So the whole group is
embarrassed. when this is done.

In the case of the generator, of course this fine successful
engineering manager now entire responsibility who had been
responsible through the years for the design of this -- he knows

thet a part of his basic kit of tools is taken away if embarrassment

e e et
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comes in his field through scmeone bringing something that doesn't
cost very much but is just a new thinking process and showing that
lots of money could have been eliminated before.

In the cement job the vice president of manufacturing had talked

in the bosses office about learning how to settle the cement

and speeding up his line and he had hired this young engineer --

he used that as his tool. Now if some thinking process shows

that the answer 1s already evident, his reputation with his boss --
he 13 embarrassed.

Now I have Indicated to you a technical system that will cut a
problem up into what 1s really basic, with the customer,
will divide it into steps that are the size of the individuals
working on it, and will use creativity where it is needed, use
search where it is needed, use specislists where they are needed,
and use judgment where it is needed. And I have shomn you that
an enormous part of this problem is human factor.

part.
Now I would like to pull it closer to the Magnesium mmmmpXe. Here
was a with a foundry. A foundry sales manager was

very critical of Value Engineering. It was in their pspers
and everything else. Finally, I ran into him somewhere and
we had a professional conversation. I said, "Why don't you
come for two days and see what goes on in a seminar?" He
said, "I don't want to see it. I know it is just a crime
because I see all the jobs that we have had for years and
we are losing them."

I said allright, I'll invite you to come next week 1f you will
come for two days. TYou'll get to see that much and see what is
going on there. Well, he got his venom off so he said, I'll be
there. He came. I jotted down his comments. At the end of

the first day when he could talk with people on a basis of
function, what function are we really trying to get? He

came to me and he said, I believe I have found four jobs that

we haven't had in castings that I can do. He siad Now I see
what the problem is. Others are here looking at things that are
in castings and they are for showing ways to do it but I haven't
been here looking at things done other ways that can better be
done by castings and showing them how to accomplish those functions.

At the end of the second day he came back end said, Larry, being

able to talk xkzm eyebsall to eyeball about the ﬁpqptign_wiygqpt e v
andy bad relationships between engineering, purchasing,’menufactiring,
in a group like this 1s just like having a license to steal.

- I -
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$12 -
As a result of this, there was a/fabricated heavy flange put into
an aluminum casting that went from $12 to $1.60 each. There was
an arc chute that was a brasgs fabrication that went from $5.80 to
$1.80 as a shell moulded part. There was a/control shaft

small :

& high volume one, he couldn't do but someone else in the Iindustry
did and it was a quantity of half a million, went from 11¢ to 2¢.
He saw how the functional picture can put business in the foundry
Instead of take it out.

So let's see what we are trying to do in Magnesium using Value
Analysis. First of all, how will magnesium effect the operation
of this product. What function can it prform? 1I'11l divide
the functions into groups; I81l1 classify them, named them
and incidentally they are named half a dozen ways. because
the naming of a function promotes thinking. Each situation
will be surrounded with more facts. Nothing is taken for granted.
Information is gathered, assumptions are gathered, then information
is improved and sssumptions must be improved. Recognize
the human attitudes that prevent fact gathering and recognize
and deal with the attitudes that prevent using the facts after
they are gathered. Use the best/sources available and deal with
the re

human attitudes and factors that stop action.

Finally, for some suggested actions: Maybe I'm an optimistx=
but T have found that when a thinking process like this 1s
applied to something vital, we are just startled by what 1s
opened up. Some suggestions would be these:

Pirst, do you have a material that could open large markets

for economic reasons? I think you have. So I am maklng the
assumption that you have and I believe most of you feel that
way. Then, use (have used) this value analysis problem solving
job plan to, with deep creativity. The results of this would
not be just a 1list of suggestions but would be well described
and defined suggestions, limited suggestions, with costs, so
they would be ready to use, well jelled up.

Second, get the benefit of function thinking. Yours is a

new industry. The world isn't always golng to guess on the

value of functions; right now there is research being done to

assign proper cost to function. What is the proper cost for
conducting 100 amperes a foot under certain conditions

or certain bibration conditions? What is the lowest cost that

will reliably do i1t? What is the proper cost for transmitting -
torque? And it goes in mathematically beautifhllf;!bu’driw}\i WEM A
a curve where you have the amount of torque and the cost per

foot and a real technical study, taking in catalog data, cost

and technical data .- J :r "} 7.i..:30 that.we know. So
the second suggestion is what I'm going to call prepare an
intensive 1ist of functions, that is, you will have studied
so Intensively that the ones you list are defined so that

any technical person can look at it and say, that is the conditions
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under which I want to accomplish that function and here is the
appropriate cost for 1t done in aluminum. Get this 1list into

the trade. R oo e

Next, use the value analysis men who are around. Some are good and
some are poor, of course; but they are getting better. You will
then deal with them on a basis of specific products or specific
systems and have a chance to use this license to steal, providing
them the cost. for it.

You folks are thinking in the same line, I'm very glad to hear.
Establish some very specific goals by the industries or product
lines as you suggested this morning. Then believe those goals
yourselves and decide that you will solve the necessary problems
in order to achieve them. In each case that is done by the
question of what stoppers what is stopping us from it? And

then immediately comes the biggest stopper. Then use the

problem solving job plan to attack that stopper and you will

lick it - usually you'll lick it. And now what is stopping us?
Adn then you get a new problem. Fight it specifically and 1lick it.
Then you go at the task of overcoming attitudes. You work with
them, recognizing them, recognizing the embarrassment that comes
whenever a change of this type comes in. I rmemeber a 1952 Value
Anglysis seminar was written up to use teflon on cooking utensils.
It came up 1n connection with this type of work where that was
just a by product. Ittook ten years - it didn't come out -- it
came from somewhere else., So we have to expect that the lag
between what we can prove and what people use is at least ten
years. We need to get on with it.

I want to close be relating an example, an experience that deals
with the plan and deals with people. We had a call to an area
that makes this overhead bus system for use in factories. It
consists mainly of three bus bars plus a housing plus supports.
Its a fine product but the market was creeping up. They were
starting to fear losing some business. They said, come over

and we'll glve you engineering and manufacturing and some of

our other people and let's see what you can do.

We had a group about half as big as

a dozen people probably. , I'11l pick one thing. Of course the
first step 1s to get it into function - functional groups. We
put that into three functionalgroups. 1. current conducting
element; 2. means of support; 3. insulation.

We had information studies and creative studies. In the creative
study we wrote them out ona sheet of paper -- hang it with rope
story--. (this was the concluding of the talk)

Comment of introducer at conclusion --"This is a most stimulating

and interesting subject to me. I think I mentioned when I introduced
you we have indulged in a rather unsophisticated fashion in value
analysis but I believe that every operation, every company manager

should investigate this particular area and become more sophisticated
over



if he can. The reason I believe that we should in my company, °

N

really get into it deeper and more effectively =2 Ji. & 2fn -.¢ .
long range planning. I used to be a complete negative on -long
range planning. Now I think its very important.

R



