
A closer took a t  Value Standards 

Abstract r 

The purpose of t h i s  paper i s  t o  c l a r i fy  t h e  understanding and use of value 

standards. The s imi l a r i t i e s  and differences between cos t  and value standards 

are  discussed along with the p i t f a l l s  t h a t  exis t .  The development of h i s tor ica l  

and theoret ical  value standards 1:ra reviewed and the pract ical  applications of 

each is placed i n  perapectivco. Finally e i sp l i f ied  formulas ate. developed which 

w i l l  provide guidancar t o  the design engineer i n  following the shortest  path 

f o r  economical consideration oP materials. 

This i s  a sequel t o  my presentation "A Cloaer Look at Value and Function" made 

a t  the 1968 SAVE Convention. 

The purpose of t h i s  paper is t o  c l a r i fy  and correct nf understandings which 

have been gener8ted by the  use of the  term "value standards." 
a 

Value standard is/nalue engineering jargon term which has perpetrated the  

semantic confusion tha t  has developed by the t i e i n g  word "valuew t o  anything 

t h a t  has had successful application by the value engineering fraterni ty .  

The "value staruiard" of value engineering is the  same thing a s  the mare 

univareally underatead term cost s tmaard ,  which i n  f a c t  correctly defines 

the  standard of value involved a s  a cost  (value) standard. 

The connotation often given, t ha t  "value standards" provide a measure of 

"use value" is erroneous thinking. The "value standard" hopefully depicts 

a cost_value fo r  achievfn a "s." The use value of an item, a s  I - - - 
noted i n  my presentation a t  the 1968 SAVE convention "A Closer Look at Value 
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rpnd Functian" i s  aaeaaesura of individual ju t whiab has little or no relation* 

ship t o  tha item coat. 

Inat%& of Pighting windar i l ls  and creating linquistic eonfusion, value e n g i ~ r -  

in$ skwld uae the accepted and the more gemrally recogniesd taw. Vblua 

engineering success is so closely associated with f t e  integration into the 

casplelete fabric of *n orgnnisetion tbee we cannot &ford t o  "bubull8-in" 

caamunication roadblatks ef cult  jargonism. 

I know value engineering BEIS made w a t e r  use of coat standards than has been 
, 
praeeice. Row% r, the rmxrk of distinction has bean in the applicrt- k 

t ion and not the cost standm3 per se. A horse is a t t l l  ahhorse whether it is 

uued E u r  plwing or  saciaa;. 

Daf fning Cost (value) Strtadarde 

Cost standards or  Oosr Value St&aYds, if! you prefer, are presantation5 of 

costs relative t o  some iWm or item parameter. 

Cost stan&rds are basically of two t w s r  namaly: 

1. Histortoit1 met  value standards which am prcssntations of aotual or 

comgmsite costs that  have W n  historioally recorded aid eateblished 

as a s tuda td  for  c~llparison. 

2. Theoretical cost value standards are of%en m a t ~ t i c a l l y  derived an8 
empirical 

interpolata6, extrapolated or~aaphmLeaky derived itan historical 

coat8 premnted relative t o  atme pnr-ter of the i t a m  which is 

establishad or  so l e~ ted  for the standard of comparison. 

Bistorical Gost Value Standards 

8istorical  cost etealards are pressntetione for recorded costs which usually 

cmpars costs of an item or group of similar itsms, i.e. cost of a houae, cost 

of fwd, cost of w%ariil%s, eta. Historical cost standards ere useful tools for  



the  value engineer but l ike  a l l  too ls  they have t h e i r  limitations. Each eos t  

standard is based on a spac i f ic  set of  conditions and a change i n  any of the 

conditions can Mistort the "picture," 

Quantity is jus t  o m  condition that can ham a great  ePEect on the  cost  

standard and one f o r  which the danger of misusing a coat standard is readi ly  

recognized. The use of cost  standard@ whioh give unrcaalfsrtic coet  canparisons. 
and 

high o r  lw, mmlt i n  poor value deciaione/am dengerous t o  the value engineering 

program because they te t o  d i sc red i t  and dfscouragtc the  um of worthwhile 

standaltde. t 
The l imitat ions of any co8t standard should be beatefully noted before using. 

Maybe each standard needs t o  have a warning label  similar t o  a wd ic ine  bo t t l e  
, ;yL*"w",A sf M-c-c~LT L;- - 77 ~('9 %all  a physician faxwdiately i"&ngerous i f  used i n t w m 1 l y 1 ~  

A should say "dangerous ifi used externally,  call a VE man imntediately." 

Theoretical Value Standards 

While moLt everyone can r e l a t e  t o  h i s to r i ca l  cos t  standards, the area of 

theoret ical  value etandarcfs has been publioised aa ln ly  by value enginaerfng i n  

their pursuit of the  Basic Function Valw Standard (BWSf. 

Although it may seem t o  have ~ Z g m W o r i g i n a t e d  i n  Value Engineering, Professor 

&gene I. Grant i n  h i s  book "Pdnciples of Engineering Economyw established the 

of human variables and condit&on constraints. The in ten t  is t o  provide a a w t  1 



refersacs point for  aohiaving R && %W functioa. It excludes considera- 

t ion eg any coats due t o  forar factor, eurtaasr requirement, ~~~ltuEacturing 

limitatim, etc. The BPVt for the function 'Wanamit torquca" ts wsll known* 

It waa derfverd i n  the aiplva beetc mnnar outlined ky Professor Grant Lor 

wcondu~t cUFW~E"  i n  h i s  W k .  Since it is so oeldw that an item has only 

single functional xeq\rinsapent, t o  be useful it is nacsssary t o  develop numerous 

ThLe &! courm is aPtt a simple of addttion. As en exgsple it is quite 

possible to **conduet the same t h ~ t @ ~ ~ ~ w o u l d  _- 
rcsguited t o  i e  possible aard practical it would W&we 

require a digi ta t  ceqntk~f  an8 canplex aquatiow t o  solve them. 

Tte M W  would in  most cbme givb9a ifi$una which reprewnte only 1400th t o  

1-1000th of the actual cast of the i9sar. The belafit of ibbtBminWr eatablislt- 

"eras wterialW eort with no cwsi8eratfaa for coaveraion of the s a t e r b l  t o  

usable tom. Thie is a c h  lfka ss tablfshhg t b  va lw  og a house at the cost 

of the lwbr. Tbs valw af tbs bwsa that is o% ia%erast t o  the value enginear 



Praat ical  Application of Cost Value StanBnrBs 

Thc propar use of cost value etandards rquSrerequira?first tha t  we recognized 
$4 <.!d d (- 

the  f a c t  t h a t  they a m  averages m d  are not a single' figure, The 

average man may be Ii' 9" and weight 150 pounds but a standard s u i t  f o r  the  

avcarage aran w i l l  fit fewr than 10% of the  male population. 

I think you w i l l  agree t ha t  we're trying t o  determiw the design direation. That 

t h a t  steel i e  ZOC/propcbrty or  aluminum is 
&w 

i f  we dssign" using aluminum it w i l l  aost  

less than s tee l  or vice versa. - 
The designer only w a n t s  and needs t o  know i f  he is going i n  the r ight  direction 

and on the shortss t  path, he already knows h is  deattnatlon whhh is h i s  pr fomance  

requirements. 

It's l ike  io$.RLng lookfng at a Pert/Chart you can study all  the  different  paths 

and perfom t h e  analysis of selecting the BhoPt;est path o r  mmly follow the  one 

XabOled Cirtical Path. 


