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from money t o  hardware t o  a function; from money t o  an organizat ion 
t o  a funct ion;  from money t o  a communication t o  a function. 
These were hardware items. They cont ro l led  cabine ts  and the q u a n t i t i e s  
here  were about 1,000. From $56,000 it went t o  $16,000. Now t h i s  B i s  
r evo l t ing  and shocking. You may th ink  i t s  good but ju s t  l i s t e n ,  a s  we 
go on. 

Some weld nuts  went from 963,700 t o  $700; 80% reduction.  Screws, $3,000 
worth went t o  $200; 94% reduction.  p l a t e  -- $24,000 went t o  $7,500; 
a 69% reduction.  and t h e  page i s  f a l l  of them. I am t e l l i n g  you 
these  because they  s r e  typ ica l .  Because it wastes too  much time, it 
could be done i n  a b e t t e r  way i f  you were in t e res t ed ,  I w i l l  not  read 
pages of exmpmes but  I w i l l  t a l k  about methods and approaches. I wou.3.d 
s q  t o  give a benchmark of what we are  t a l k i n g  about  -- i f  t h i s  system 
i s  supported by management and used where i t  f i t s ,  t he re  i s  nothing 
anyone here  i s  doing kh from which you c annot remove 25% of t h e  cost. 
and keep all of the  f'unctions, a l l  of t h e  b e n e f i t s  you a re  accomplishing 
f o r  your customer or  i n  serv ing  t h e  company. There i s  no reduct ion 
of q u a l i t y  and kk a t  the  same time, I want to  s a g ,  on any expenditure 
of n m i l i t a r y  na ture  i t  becomes an easy 50%. This i s  the reasoa you . 
a r e  reading why the Dep t. of Defense has  learned something about t h i s  
has  s tudied it, and i s  studying i t ,  and i s  now i n s i s t i n g  t h a t  manufacturers 
s t a r t  t o  l e a r n  t o  use it on orders  above $100,000. 

I am making these  s t rong  s ta tements  t o  save time. When I ge t  i n t o  these  
s t e p s  they w i l l  sound decept ive ly  s ixp le ;  they a r e  simple but everything 
i s  i n  t h i s  system t h a t  i s  needed t o  g e t  r e s u l t s .  A telephone i s  simple 
bu t  i t  i a  a whole bunch of wires  and p a r t s  and every p a r t  i s  the re  
t h a t  i s  needed. A business,  so f a r  a s  g e t t i n g  the  optimum of cos t  
or iented dec is ions  i s  jus t  l i k e  a telephone with about 10% of the  p a r t s  
absent. This i s  why you see a l i t t l e  expenditure f o r  the l i t t l e  th ing  
t h a t  i s  needed w i l l  sanetimes y ie ld  very l s r g e  r e s u l t s .  A s  I chat  
with you you w i l l  see t h a t  we a r e  not n e c e s s a r i l y  intaoducing anything 
new but we a re  providing a method of looking a t  what we a r e  t r y i n g  to  
do , looking a t  waht we have, i n  any given organizat ion o r  any given 
system and adding what is  needed t o  g e t  much lower cos t  with a l l  t h e  
qua l i ty .  

My t a s k  d iv ides  i n t o  t h r e e  things:  f i r s t  of a l l  t o  give you a 
l i t t l e  touch of what t h i s  tech.nology i s  l i k e ;  a t h ing  t h a t  we can 
teach t o  people i n  about two weeks; secondly, t o  t e l l  you womething 
about the very m n j  o r  problems you g e t  when you t r y  to use i t ;  xnd i t  
XIXI makes i t  almost impossible t o  use it; i t  i s  impossible unless  t h e  
top management understands i t  and x t akes  c e r t a i n  act ions t h a t  we 
w i l l  i nd ica te ;  and the t h i r d  thing,  How can you use i t  d i r e c t l y ?  
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communication exper t s  t o  g e t  the information where you want i t d  bh g e t  
i t  there .  I f  i t  i s  a product we expect engineers to  l e a r n  Bow t o  make 
what t h e  customer wants i n  performance. I n  mature products and serv ices ,  
t he  only one who s t ays  i s  the  one who does i t  a t  competitive cos t  s o  we 
kegp a l l  of t h e  performance the customer wants as prescr ibed by the 
people whose job i t  i s  to  f i n d  out but do it a t  very much lower cos t .  
We are  attempting t o  put toge ther  a system of measurements t h a t  w i l l  work 
jus t  as e f f e c t i v e l y  as pounds and inches and t h e  other  e f f i c i e n c i e s  t h a t  
t h e  engineers use t o  measure perf ormanc e.We want t o  measure appropriate  
cos t  jus t  t h e  same. 

* 

What would we use f o r  a u n i t ?  Condensing an a w f u l  B l o t ,  i t  was found 
t h a t  the  one t h i n g  t h a t  i s  basic i s  function.  No one pays any money 
unless  he expects some funct ion from i t  -- and l e t ' s  take i t  from the 
customer's viewpoint. There are  only two types of funct ions he wants: 
We a r e  going t o  look a t  t h i s  very c l ea r ly ,  cu t  i t  down 80 we can put  
any problem i n t o  mind s i z e d  s teps  with th ings  of a kind together .  
The two types of things he wants, he wants funct ions tha t  w i l l  perform 
e use f o r  him and funct ions t h a t  w i l l  p lease  him. And we have 
a l l  kinds o f c o s t  i n  what we do t h a t  do not con t r ibu te  t o  e i t h e r  
of them; all of t h a t  c o s t  i s  waste. 

To car ry  i t  j u s t  a l i t t l e  f a r t h e r ,  l e t ' s  t a j e  my t i e .  3bmm F i r s t  of 
a l l  we have found t h a t  we must But a value i n  d o l l a r s  -- l e t s  say f o r  
the  moment a worth i n  d o l l a r s  on everything and have i t  w r i t t e n  on 
a p iece  of paper the  same as we have the f u n c t i o n  on the specs. What 
would be the worth i n  d o l l a r s  of t h i s  t i e ?  SO$? $2.00. I ' l l  t ake  
the  $2.00. You s a i d  50$ or $2.00 becsuse you know what you pay f o r  yours. 

Since you've bought them, you have something t o  compare i t  t o  and you 
know the worth of it. This i s  j u s t  as  r e a l  a s  can be. I ' v e  seen 
metal  p a r t s  t h a t  engineers  have designed t h a t  you can $old i n  your mlr 
hand and they w i l l  c o s t  $3,000, the  same as an automobile. -They have 
nothing t o  compare i t  to .  They jus t  go walking along l i k e  a bunch 
of bl ind a n t s  i n  some groove the  accountants have prepared f o r  them 
and they come ou t  

We then have t o  have a comparison. We hot our $2.00. There a r e  two 
th ings  only t h a t  i s  f o r  -- t h a t  i s  use func t ion  o r  aes the t i c  fhnct ion.  
One performs a use f o r  the customer, t h e  o ther  pleases  him and causes 
him t o  buy t h i s  one. Does t h e  t i e  have a use funct ion? I'm going 
t o  say no. We could have som8 fun. Why do I buy i t ?  Why do I pay 
$2.00 f o r  i t ?  To conform t o  custom i s  one of the  reasons. So we 
i n  Value Analysis, we don ' t  want t o  t ake  one i o t a  of the  use funct ion  
out or the a e s t h e t i c  func t ion  t h a t  the  customer wants. But we want 
t o  g e t  each one f o r  what  i t  i s  worth. . 

Let s t a k e  another l i t t l e  exmple .  Here we* have,.$2. OQ of ?aesth,et ic  
value. Let ' s t ake  the t i e  clasp - t h e  t j.8 h d l d & p .  ?-ba&'l'ti;"$.w\ d8G-q JC'% 
a use funct ion? Yes i t  does? Does i t  have an aes the t i c  funct ion? 

. Yes ., Jaw, what woad  y.ou s,ay i s  t h e .  value p f  .&he t i e  c l a s p  -- not  
t h i s  one but b y : t i d  c l a d p . . ~  1: &t; #5. : .?~e  'k&w t he  $5 because we 
have something t o  cornpare i t  with - the only bas i s  f o r  knowing d o l l a r  
value. 



L e t t s  put a sepa ra te  value on t h e  use func t ion  and on the  aes the t i c .  
We w i l l  do t h i s  with every p a r t  of every search on every p a r t  of a 
pr oduc t . 
What i s  t h e  use - name i t  very p rec i se ly .  Hold t i e .  Before we 
know what t ha t  funct ion  of holding t i e  i s  worth, we have t o  compare 
i t  with other  methods of holding the t i e  equal ly  well .  paper c l i p  - 'I$/ 
e tc .  

We ge t  some i n t e r e s t i n g  things t o  look a t .  Refr igerator  f o r  example - 
on one p a r t i c u l a r  outs ide  assembly, t h e  p iece  was cost ing $11. $7. 
was f o r  a e s t h e t i c ,  not  needed f o r  performance. (engineers)  Marketing 
sa id  i t  c o s t  only $3. They got toge the r ,  made some changes t h a t  
pleased them both, took some thing l i k e  $3 or $4 out of i t .  Each had 
what he wanted. 

People have a l o t  of operating p r a c t i c e s  of -- I d o n f t  want t o  c a l l  
them th inking  p a t t e r n s ,  I want t o  c a l l  them non-thinking p a t t e r n s .  
Deterrents  t o  thought. Detours t h a t  make i t  unnecessary t o  think.  
Clock from employees s t o r e  i n  Lou i sv i l l e  (before  t h e  Derby). 
Give me approximate value on t h i s .  $7. Thats p r e t t y  high. But 
t h a t  i s  approximately what you have pa id  f o r  clocks you have seen around. 
You put t h a t  value on i t  on the  b a s i s  of i t ' s  cos t .  

Threw clock on f loo r .  I d e f i n i t e l y  p u t  more c o s t  i n t o  clock. 
More c o s t  has gone i n t o  clock b u t  what h a s  happened t o  i t s  value.  
I want t o  wash out from everybodys mind any idea t h a t  t h e r e  i s  any 
r e l a t i o n s h i p  between c o s t  and value. There i s n ' t  any. 

What we need i s  a system t h a t  w i l l  allow us to  s t a r t  a t  something 
fundamental and b u i l d  up vaiue and know when we ge t  it. That system 
i s  what we a re  t a l k i n g  about - funct ion .  

Take an example from u. S. Navy. Adm. Leggett was a f ra id  the  compli- 
ca t ion  of m i l i t a r y  gear  would make i t  so c o s t l y  they  couldnt t g e t  
enough. H e  came across  VA; h i s  people s a i d  we th ink  t h i s  i s  what 
we need. I had the opportuni ty  t o  work with them on a  couple 
of t h e i r  f i r s t  t r a i n i n g  programs. l%e f i r s t  one was a landing c r a f t  
where they had already bought them and were buying another 1,000. 
they followed t h i s  technique - expanded a l i t t l e .  Always we take 
a t o t a l  product and d iv ide  t t  i n t o  func t iona l  groups. 

On a r e f r i g e r a t o r ,  nea r ly  every p a r t  w i l l  d ivide i n t o  from 4 t d  8 
major func t iona l  groups. W e  have a c o n t a i n  area;  we have an i n s u l a t e  
area;  we have a c o n t r o l  area;  we have a cool  area.  poss ib ly  
one or  two o thers  but i f  you group t h e s e  toge ther  and pu t  the c o s t s  
under those  funct ions ,  nhich i s  always done i n  t h i s  system, you 
have t h e  whole product. Then you w i l l  d iv ide  the cont ro l  do- i n t o  

. A f - i  f d i f f e r e n t  a reas ;  t o  de tec t ,  t o  amplify, t o  ~ ~ e n ~ c i b c * i t ' ~ ~ ' ~ ~ ~ * - t h ~ % ~ ~  hr,Y' 
d o l l a r s  t o  t h a t .  There w i l l  not be any p a r t  name on the l i s t .  It 

I n  the landing c r a f t ,  what i s  it: contain,  f l o a t ,  power source,  
armament and a numberof others .  But the  one I bring up i s  contain 
gasa3ihe. $it@@ S 200 gal lons.  f o r  how long? 8 years.  



Get information. How has i t  been done? tank, s p e c i a l  shape welded  
together  cos t  $520 each - $500,800 f o r  p r e a o u s  purchase. On t h i s  
one we a r e  looking a t  as a funct ion  and say "how would you contain 
200 g a l .  of gasol ine.  e t c .  $90,000 ins tead  of $500,000. 

force  
What happened? Somebody sa id ,  we a r e  going t o  fsne&a a l i t t l e  thinking 
a t  t he  key p laces  before we move ahead. What a r e  we r e a l l y  t r y i n g  
t o  do. 

So - i d e n t i f y  the  funct ion,  d iv ide  i t  i n t o  bas ic  funct ion,  secondary 
funct ions c o s t s  - the choice of how t o  make the  basic funct ion  work; e t c .  

Ths i s  a l l  used i n  the  frmework we c a l l  t h e  job plan. 
F i r s t  phase of thinhing i s  information phase; 

a n a l y t i c a l  phase 
c r e a t i v e  phase -suspend judgment 
judgment phase 
development phase 

Creative phase - col lege  dean sa id ,  "We i n  the u n i v e r s i t i e s  a r e  not 
yet  teaching i t  a l t h o  we r e a l i z e  l i k e  E ins te in  s a i d ,  when there  i s  
a  problem t o  be solved, c r e a t i v i t y  i s  more important than  knowledge. 
We have enough trouble to  teach and grade knowledge without opening 
up t h i s  whole new f i e l d  of teaching people how t o  become c rea t ive .  

Automobile company - wrapping spare  p a r t s  i n  news papers. Used b l ind  
people. Di rec t  r e s u l t  of c r e a t i v i t y  - deciding what problen i s ,  
deciding what we w a n t  t o  do and p u t t i n g  kind, of e f f o r t  on i t  t o  so lve  it.  

Close technique s i d e  with one example - i l l u s t r a t e  with one device o r  
p a r t  of t h i s  system because i t  w i l l  always work. Take any idea and 
develop something worthwhile. Overhead bus ba r  tha t  my former 
employer sold.  Functional areas:  cu r ren t  conducting a rea ,  enclosing 
area,  means of support; Hang it wi th  rope. 

Now s t a r t  t he  cha in  t h a t  w i l l  always work. Of course i t  worked t h i s  
time o r  I wouldn't t e l l  you about it. 

All I ' v e  t o l d  you i s  about how t o  develop Ahnx good th ings  t o  do -- 
th ings  t h a t  w i l l  get the  q u a l i t y  you want and get l o t s  of money out.  
11ow I want t o  t e l l  YOU YOU.WILL NOT BE ABLE TO DO !KK I T  because of 
the eo l e  and I w i i l  g ive  you a f igu re .  tA 20%. 80$.of the job + i s  i n  e people. 1'11 give  you a couple of examples. 

A company with about $10,000,000 bus iness  - t h e i r  p r o f i t  s t a r t e d  . 

going sour .  They came t o  me f o r  a  value ana lys t .  I helped them 
g e t  a good one and they g o t  another good one. I n  one of t h e i r  
seminars they  had a l a rge  forg ing .  c o s t  $500,000/year purchase cos t .  ---- A t  end of seminar 9 suggestions,  5 r e r e  fhnhied~atel'y'$&~'iii"*i?~h*Y 
saved '$l90,000/year. 

> 

, - '\ .: + 1 f.. 4 -". 

Th6n''w$+k happened? :'That was 3 years ago h d  the engbneering mgr. 
has prevented the  value ana lys t s  from having any r a i s e  i n  3 years.  

Fwtherrnore, they a r e  unwelcome i n  h i s  off ice .  This i s  absolu te ly  
t y p i c a l  and just as soon a s  we f a c e  i t  and d e a l  with i t  ins t ead  of 



t ry ing  t o  t r e a t  people f o r  something they a r e  not, we can do a 
tremendous job. 

Another exasple: One of the  M r s t  jobs t h i s  was t r i e d  on was 
i n  bad competit ion i n  high volume/tme of con t ro l  where engineering 

appliance 
had had f u l l  time c o s t  reduct ion committee; so had purchasing, so 
had mfg. and had completed everything t h a t  could be done without 
taking out  qua l i ty .  

Given t o  t h i s  research group. Container $300,n00 went t o  $70,000, e t c .  
took about a month. Manager of t h a t  operat ion requested work t o  b e 
stopped. 

Shocking a t  t h a t  time but t o t a l l y  understandable. 

Another case: m f g .  manager p u t t i n g  two products toge the r  with cement. 
two metal  p a r t s  on a production l i n e .  t o  s e t t l e  cement a l i t t l e  quicker. 

h i r e d  bngineer - impulse or  impact. P.A.  suggested g e t t i n g  info.  
from cement co. Engineer was f i r e d .  
I could give you dozens of exanples - wri t e  a book. 
What does t h i s  t e l l  us? r o f e s s i  onal 
It t e l l s  us t h a t  the most potent  i n j u r y  e A s n  tends t o  f e e l  i s  
embarrassment. A t  t h i s  moment I be l i eve  t h a t  just  a s  a plumber 
uses a wrench, an e l e c t r i c i a n  a crew d r i v e r  and sold e r i n g  i ron ,  
when you put  a profess ional  man i n  a pos i t ion  where he can be 
embarrassed, he f e e l s  just  the  same as tho' you took t h e  so lder ing  
i r o n  from t he  e l e c t r i c i a n  and t o l d  i i m  t o  go do h i s  job. 

The v.p. of engineering was i n  the  pos i t ion ,  t h a t  no- mat te r  how 
bad h i s  company needed  hat $160,000, and they were g e t t i n g  it, 
and he coudln ' t  s top  i t  because too  many people knew t h i s  by the 
time i t  got  t h a t  f a r ,  he had t o  accept it ,  but he would f i r e  those 
men i n  a minute i f  he could. There i s  a p a t t e r n  of f i r i n g  e f f e c t i v e  
people using t h i s  technique r i g h t  down the  l i n e .  So much s o  t h a t  
wonderful guys come i n t o  t h i s  f i e l d  and I encourage them and some- 
times g ive  them t h e i r  gra in ing  only t o  ge t  them f i r e d .  

Now I want t o  set up cryst,al clear that what I'm t a l k i n g  a bout i s  
not a gimnick. I have now saddled myself with the job of g e t t i n g  
t o  understand t h i s  embarrassment s o  completely t h a t  we can learn 
how t o  do it without embarrassment. Dont you f o r  a minute th ink  
t h a t  i t  w i l l  end i t  i f  you g e t  some way t o  muddle t h ings  up so 
the man can s a y  he d id  it. It won't -- because he d i d n ' t .  And 
because t h a t  i s  only h a l f  of i t .  Suppose you srew the  f a c t s  around 
sa that' the engineering manager says "see here;  I got th is  $160,000 
out. " Then h i s  boss  would say, During thk 1 a*t.ff Sve' fi&$b:hd' '.?:k: 
as wel l  have had t h a t ,  t h a t ' s  $800,000 we'd have i n s t e a d  of t h a t  
$oan.a$ the, bank.': The man i s  embarrassed and don't  you th ink  he i s n ' t .  

1 . ' ) ;  j'. 4 , /'.* 

*+..*,? - .,. > .. 2 ,  . t J . , E  - * -  . * e f  
L e t ' s  bring i t  down t o  another l i t t l e  point .  A small p a r t  about 
the  size of a c i g a r e t t e  holds a t imer  on an appliance. Careful study 
bv- the  usual  methods brought i t s  c o s t  t o  8 4  apiece. good volume. 

When t was looked at by t h i s  method........ r e s u l t  c o s t  of .8 instead of .oh 
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Now what happened? The engineering manager, when shown the  answer 
m - m - h m  sa id ,  "What have I got down i n  my engineering 
and manufacturing area t h e r e  -- men or  boys? " So, I'm t e l l i n g  
you r i g h t  now, as I leave t h i s ,  the  problem of g e t t i n g  b i g  buckets 
of dough 3.3 the  manager. There i s  no problem t o  get  theee individual  
problems where you can do t h i s .  By management, I mean about 3 l ayers , ,  
no mat te r  t h e  s i z e  of the company. 

There is a way t o  do it. I d o n ' t  know what i t  is .  I know one 
exanple. I a sked a general manager, the  equivalent of a pres ident ,  
i f  he would, each time a group of engineers s ign  off drawings, s ign  
t h i s  paper and give each one a copy. the paper i t  s a i d  some- 
th ing  l i k e  t h i s :  Gen. m g r .  s igned, giving i t  t o  engineering people. 

"I know t h a t  i f  we had more time and resources  t o  work on t h i s ,  we 
could accomplish t h i s  f o r  h a l f  of what i t  i s  now oost ing.  Neverthe- 
l e s s ,  I concur t h a t  i t  i s  good bus iness  dec is ion  t o  s i g n  it off and 
g e t  on t o  another  job ." This pu t s  the  engineer i n  a very d i f f e r e n t  
pos i t ion .  He knows t h a t  his boss doesn ' t  th ink  that he i s  picking 
up these  th ings  tha t  a keen th inking  process can f i n d  m y %ime on 
any product. H e  i s  not embarrassed. He could come back l a t e r  and 
say, "my men found another $10,000.~ 

Now l e t ' s  g e t  ~ ~ x ~ ~ & # ~ P r t x  i n t o  the  l a s t  one. But I c w  't 
g e t  off  of t h a t  subject  without - I Id l i k e  t o  make a p i c t u r e  f o r  
you people i n  audi t ing  -- you should look a t  every product as a 
s e r i e s  of monuments. It i s  a s e r i e s  of  monuments. Engineering 
groups of people worked on d i f f i c u l t  problems under adverse conditions,  
s h o r t  of time, shor t  of money; they  found a way t o  do t h i s  t h a t  
would work and got  a r epu ta t ion  on it; wrote a r t i c l e s  on i t .  Made 
money on it. If you w i l l  jus t  take your product or your process or 
your communication, whatever you ' re  working on, make a g raphic  
p i c t u r e  and a c t u a l l y  w r i t e  wel l  1'11 say tombstones because I th ink  
of tombstones as being monuments, p u t  p i c t u r e s  of them a l l  over and 
t r y  t o  t h i n k  of the people whose monuments a re  on t h e r e  -- i t  w i l l  
help.  Because t h a t ' s  what you will f ind  i s  the  reason. Good men, 
successfu l  men a r e  channelled by t h e i r  successes;  they have gone 
out t h r o x h  this groove, they have found t h i s  diamond mine 
and t h e  company has made l o t s  of dough on it,  everybody knows it, 
and a s  they  have gone out  and back, the track i s  worn down; they 
put i n  mechanized mining equipment and a l l  b u t  they a r e  worthless 
they can no longer  g e t  out. i n t o  another area and f i n d  a new, t o t a l l y  
d i f f e r e n t  way t o  cope with the  same problem. Nor can they support 
somebody e l s e  who does. because of t h e  f e a r  of embarrassment. 

NOW, how does i t  f i t  you. What can you do? There a r e  ghst  a number 
of th ings  1'11 r a t t l e  o f f .  1. take  nothing f o r  granted. Anything 
t h a t  you want t o  have a thorough study made 8 f  on, i f  you r e a l l y  
have i t  made and don' t l e t  t echn ica l  fo lks  snow you, w i l l  r e a l l y  yield.  

Even i n  t echn ica l  work, one of t h e  managers took t h i s  f u l l  course. 
I asked him *at  he f e l t  was t he  main thing.  H e  daid,  it opened my 
eyes. The main thing i s ,  "don't be l ieve  it." ~ o d t  take f o r  granted 
the  t i n g s  t h a t  a re  accepted around as  being f a c t  i n  your area.  
A bunch of' f a l l a c i e s  w e  run i n to .  "We have t o  do that ourselves.  
It i s  e i t h e r  more p r o f i t a b l e  or  too  fussy e t c .  It i s  a f a l l a c y .  
There is no other source. would be t h e  same thing.  We can g e t  lower 
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cos t s  i f  you give us  h igher  investment. 

I have one superb c l i e n t  who w i l l  not  allow any of h i s  men t o  t a l k  
higher  investment. He says i t  i s  e i t h e r  higher  investment o r  
b e t t e r  thinking. I khkn expect you t o  do i t  with thinking,  not 
with d o l l a r s .  This sounds kind of r idiculuous i f  you're not 
used to  i t  but he i s  doing i t  -- t ak ing  blocks out  of h i s  c o s t s  
and keeping t h e  q u a l i t y  up and $he says I want the  investment to  
go down and the  cost  t o  go down. I won't hear  of any p r o j e c t  where 
you up the  investment t o  t a k e  down t h e  cos t .  

Now, inaccounting, I th ink  t h e  r u l e  i s ,  a l so  i n  engineering,  does 
it  make sense? And so  f a r  as  d o l l a r s  are  concerned, you fellows 
a r e  a l o t  c l o s e r  t o  that  measurement, I think, and all the  time 
you a r e  looking a t  d o l l a r s ,  does it make sense$ t o  pay t h i s  
block of money? What i s  t h e  f'unction we are g e t t i n g ?  And what 
a r e  we paying f o r  i t ?  

I had an experience during the War where I had an accounting manager 
operat ing a business of a few m i l l i o n  d o l l a r s  f a r  my. former 
employer. A t  t he  end of s ix  months we checked on the  accountant 
who i n s i s t e d  on checking every invoice before we paid i t .  
We found t h a t  we had ~Hkd spent $3500 checking those b i l l s  below 
$25 and we had got $150 recovered. But i t  i s  lahocking t o  pay a 
b i l l  wi thout  checking i t  and I don' t suppose any a u d i t o r  could 
approve i t .  . . . . . . . . . .He saia, "1 w i l l  never a l low my company's 
money t o  be spent u n t i l  t h e  b i l l  has been audited." So t h a t ' s  
the# way they d i d  it .  But you wouldn't. 

Now I want t o  t e l l  one h o r r i b l e  example and then  l e t ' s  open f o r  
questions:  

I can see you people a t  t he  h e a r t  of t h e  business. You know what's 
going on. You see  where lower c o s t s  a r e  needed. You can see  these 
monuments. A monument i s  f i n e  but  i n  competitive business,  i t  i s  
our job, when the rnonuient has served i t s  purpose, t o  ge t  

I n  t h i s  p a r t i c u l a r  case,  and I ' m  t e l l i n g  i t  because of the  importance 
of' motivation,  you can ge t  twice a s  much accomplishgment from 
engineering and mfg. people i f  they are e n t h u s i a s t i c a l l y  motivated 
t o  do the job. That comesrout i n  these t r a i n i n g  seminars p- where 
they are doing what they want t o  do and a re  t h r i l l e d  by it. A n  
engineer was i n  E i t t s f i e l d ,  Mass. which i s  60 miles  from Schdy. 
He had a p iece  of equipment weighing 1,000 lbs .  t o  run t h r u l  a 
des t ruc t ion  t e s t  i n  Schenectady s o  a couple of months ahead he signed 
up the  des t ruc t ion  p i t  --- 
He returned by way of Trgy t o  p i c k  up a couple of s h i r t s  a t  a discount 
A couple of months l a t e r  30# was deducted f r a n  h i s  expense account 
because he d idnf  t r e t u r n  by the  s h o r t e s t  route.  

Now t h i s  h a ~ p e n s  a l l  over where we have checkers. I jus t  hhrow it 
up t o  you fellows who can d o  something about it .  D o ~ ' t  allow 
f igure  checkers t o  demoralize wonderful fellows who put t h e i r  
h e a r t  and sou l  i n t o  doing a job. The e f f e c t  on t h i s  engineer -- Never again e t c .  


