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VALUE ANALYSIS IN PUACKASING
L. D. Miles Cessral Blectric Cempeany

Valwe Analysis is like littie Tommy's dofinitien of sals. Me seld, "Sall is
wha! speiie the petatess if you loave i sut!” Valus Anslysis 1o what speils
thy, /alue if you loave it eut.

8587 COMBINATION OF PRICE, QUALITY, AND SEAVICE

t.ar.mmmmumnummdm.. quality,
and sorvise. The use of Yaiue Analysis in o ¢ase lowers quality. It secures
either the same or bolter gualily at lower ¢oat.

ONE -TWO-THALE-FOUR

~  First, "What dess the truth shew 1"
“Why ie 18 e "

Then, “"What can we in Purchasing do about 47"
And, ‘“Mowcaaweo do ib?"

Truth shows that ofton the funsiion aseded can be purehased for fyom ene-half
to ons -tonth of the seel.

‘' For onsmple, a porfovesed shest steel part

coot $1.79 cosh. The buyer studied s wse

and found that the eads were cusiosed. By (1]
arreaging with the vender for malerial mede

ae s continusus porforation, eut 2t soeded,

the coot bocame $1.128 lastoed of §1.75."

“Agsin, s square shaft about twise the lengh
of a lountain pon was costing §$1.07.. Delter-
miaing that its funciieon was simple -- b0 re- 1]
tate at enly | Fpm -- the buyer loched farther
inte the apeecifisation and he soures of supply,
_ and befere long was buying it for 174. The
came function for 15% of 100 former cont!l"”



“A rather hoavy stesl mt was purchased for 8¢.
The buyer studied the funstien and found that
18 did ast have a heavy lead to resist but that
- its mais fenciion was lo aveld coming leese. "
its job was %o held very light parts ente a shafl.
The svailable palant was tried, siayed en several
tizmes longer and 0ot 1-1/2¢--ene fifth a8 mueh. "

"For another enample, 8 stud ens -2alM the longh

of a peacil centalned s thread at cach oad and a

larger sestion ia the eenter. R acted ae & spaser

snd o fastensy. B econt 164. A buyer, inveotigat- e
ing its function, found that an apeet rell Areed stud

with a centrally lecated head and & relled spaser
n:ﬂbdtomtmuu.(n”w-l
16¢."

We could continne with tables full of cunmples of this type where, as 2 resulit
of determining "That Me Will Know The Function" of cash itom he buys, the
buysr provided the same performanse at 1/10, 1/4, 1/3 of the cest.

WHY I8 IT 80?

Why are these cmmmples poseidie through Value Analysis?

1t 1s becanse, “'o“lypvbonmhﬂbh&u." The predusts we male,
the dosigns we have, the mennfastuving melheds we use, the suppliers of wheom
we buy, are the resulte of habit patterns censiontly slightly medified.

For emample, it has tahen twendy-five yoors %9 move sway from the 'iee bex’

in the corner of the Michea. Initially it had o be dosigned as & bex oo thal

waler from the melting ioe sould draia away. Thea it wveas refined. The ise

wes remeved. It was made white. Timere, stainless stes), ols., were

added. But, until he now design which s coming sut of dovelopment now, ia which
the ref{rigerater is built in to the hichen cabinets of cheulder height, we have
boen ‘medifying the 100 bem.'

Endiess habit crutshes have doveleped. ..

"We can nevey pay for the tesls*™
"We always mahe theee parte”
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¥} or example, a cirewit breaker was evaluated. its cest was $13. What did
it doi It centained twe circuits sach interrupting 15 amperes at 110 veits.

How slse can it be done ?

“For one way, by using two medera individually
' designed circuit breakers for §1.50 each cestling

$3 for the same basic functien. Qbvieously the ”
$13 circuit breaker is ne longer werth $13 or $12

or $10 or $8 because semethiag slse will de the

same job equally well for $3 or $4."

Wt course, when evaluating, & buyer will make it his topmest jeb te protect
buppliers whe creatively work with hiza 40 help him secure better value Dy the
uer of thelr genine snd thelr offerts.

Z.

e

can buy function.

Too often we, ia buying, feel that 10% te 15% off makes a geed buy.
Net se! By Value Analysis, which means studying the funstien, study-
ing other means of securing that functien, we find that 50% te 75% of
the coet can often be remeved and evea with imprevement ia quality.

"Fer sxample, small springs were cesting

-

$11,000 for a year's supply. Btudy of what #é
was noeded brought the year's springs for
$3000."

‘Small pleces of copper tubing were boing sut

off, buzrred, and used in the factory. They cest
4¢. The buyer showed that speciaity suppliers ”
with specialised facilities could provide the same

pleces of copper tubing for 14."

"Again, a small tapped brachet cest $13/M, bat

there are specialistes whe have built entire busi-

nesses around astematis tappiang even (n mederate £
quantities - -s0 that no inlermediate band epezaters

are necessary with their special equipment.

... Their quotation--$3 as compared with §$13."



"A buyer wes buying gashet material lor 15¢
s square fost. He went inte the {actery te see
how it is uted. MNe found they were suiting
out gashets appremimmslely 1' square and the
finished gasket with all layout and cutting coot ”
$4.15. He knew that gashet ceiting with steel
rule diss was sa extreme specially industry.
Loon he was previding he gashet to the ideatical
specification for 15¢ cach with ue teel sost ia
minimem ordere of §10."

it's difficuit (o7 us to balieve that the things that we are nermally deing are so
far {rom “right” bat in long liets of emanples, high perceatages of lower cest
are obtainabie when the buyer through Value Asslysis buys fuactiea.

3. Wa can leara what the maderial or service dees.

" A buyer purchased a scrow machine part for
8¢. What doee it do? It was & lead screw
which heid a plastic kneob. A miaiature sinc #1l0
die casting did a semawhat better jeb for 2¢--
ona -fourth of the cest.

‘A brass nut cost 4¢. What did it do? Its job
was to receive aa adjusting thamb screw. By
changing it te a nyles nut, & somewhat bettor i
job was dens f(or |1 §--one-fousth he cost."

A buyer was purchasiag 2'' diameter steel red.
VWhea he examined, 'What dses it do?', he found
that it was mashined iade spesial pullays. Me N3
was able to previds a pulley which perfermed the
identical fuactien as a die casting and the oot
dropped (rom $3¢ te 28¢."

Try as they may, there are so maay special skills, special materials,
speciai idess that no ene ia engineeriag, or manufscthuring metheds, can
poseib.y know of all that would benefit his itom--that's why the buyer is a
key man--he can always add more.

4. Ve can bring new information inte specific jebe.

“"J-boits were used for a suppert job. When the
buyer took ene of his beot suppliers to study the 3
job, suggestions fer using the supplMer's specialined
faciliies broeught the J-beits for 3¢, net 11¢.



"A stud about the sine of & cigaretts cenduined

a thread en oach sad and a thiek section of material

in the coenter. The buyer ia his 'new infermation"

activity invited in a speciaity vender and found fle
he could upset twe hoads an & nail or s obud when

desired. Their saggested design accomplished

the identical purpese and the cost drepped frem

St to 18,

“A cover was being mads as o die casting for $1.07.

The general feeling was hat it sould net be made

a8 a stamping. NHewever, whea the specific prodlom #13
was givea o a competent supplier, he previded

s prepesal which made a secnewhat suparier cover

at 57'. lﬂ‘l."."

Furchasing operates ia an area where threugh Vaine Anslysis {rom $0% te
75% of the cost of many itoms can, 28 you 506, be remeved with ne reduction

of quality.
3. We can bring naw gensral infermation.

Rubber compound has, for seme ime, boen '"oquirted" inte the vecess
ou the underside of coertain jar lids. A purchasiag man reasened,
‘Yion't that fit inte seme industrial uses 7" By inviting the supplier

in and shewiag him the wide variety of applications, seversl desen
preductive prejocts were at ense started. To elte one of hem, for
example, . .

“instesd of buying s melded rubber part costing
11-1/3¢ and fitting it inte & metal part, the |
‘flewed-in rubber compound' could be put e
right en to the part and the cost drepped
froin 11-1/2¢ 00 14."

In cach ares, punlhbm(" mis-information, or lack of
infermation) exiots.

"A bayer was hylu tubing which was sut off
snd uoed in short sections. By showiag the
peeple ia that area that velled spasers werve 17
available as a "commedity’’ en the marhet
frem speciaiist suppliers, the cests were
reduced to sne -half and the same function
previded. "



.'.

"Again, in ene mansfagturing area, mea
belisved--'We must mashine sut and hand
fabricate certain parts. We can't afford
the tooling for the small quantities.’

A buyer provided informatien ea ‘small $18
lot stamping seurees’ and the cost of

seversl parts dropped te between eans -fifth

and ene -half. Fer example, ene speclal

spacer with quantities of severel theusand

per year drepped frem $1.39 csch o 29¢

with $75 teel cest. ™

A goar assembly cost 80¢4. What parte of

it were functioning? A large gear em ome

end, a nmall gear on the ether and, and a

connecting limkage, were the three esoontial

functions. By previding them ia three inter- 09
locking pieces, a self-aligning assembly

which aveided neise and binding resulted

and the cest drepped frem 80f te 6¢. An

entirely diffevent appreash deoes the jeb foy

one -teath, "

“A stnel hub the sise of a small pancahe cost
51.237. What did it do? It spaced and mounted
twe dials and previded a mounting hele in the
center. Alumiasm companies previde aluminunm (2
bisnks as standard predusts threugheout this
range of sines. By buying as aluminum blaak,
. then drilling it, the cost wens from $1.27 te 13¢
each. Aveid 'just making the part'...use some
better a;preach."”

We can use good buman relaliens.

Ia providing vastly new and better value oppertunities to his area,

the buyer aust uee great sare that people whe have made the decisiens
based upar \lesser information in the past are net embarraseed. Thair
ermbarrassment brings immediate and centinued epposition and lessens
the afivctivonsss of the buyers' woerk. Therefere, it must be h.» per-
sonal resjponsibllity to see that no ens in engineeriag or in rmanufacturing
mathods or slsewhare 18 “ombarrassed’ whea he prevides new taformia-
tion or new specialists which make it possible te accomplish the sa.:.e
job for eme -N{th oz ens -third or ene-tenth of the sest.



We must realise that we are all average peeple deing some things
right and seme wroeng 0 it is aet surprising that large cest improve-
ments can be made by this approach; it weuld be surprising if it were
not so. Bat in the human relations envireament, the buyer must
thoroughly establich himseelf as ene whe is understanding and whe is
competent to prevent his new infermation from erremecusly being
interpreted as gcriticism by any man or by the boss of any man.

Truly--if we rise o our eppertunities--no functien has mere epportunity than
we have.

NGW, HOW CAN WE DO THIS ?

i'urchasing peeple are noterieusly hard worhers. They are empediting, fire
fighting, searching out seurses of supply for sssential materials --they have
no avaiiable “time."

Howbeit, we cannot be haphasard. We must "malke regular tims."
1. Use ons hour ecash day.

"The buyer using this systeom ea a dally teur, saw
large special belte being machined {rem bar at
$!1. He was thea able %o bay an ‘upset' blank f21
requiriag little machiaing bringing the tetal cost
to $3."

“In the same ares, he saw seme large parts pur-

chased as sand castings and requiring censiderable

of machining, sosting §19. Ne was able ta previde 22
them as permansni meld castings arriving at the

sama resulls with listle machining at & cost of $4."

2. Qo into the plant o warchouse or service ares twice sach week--say,
Wednesday noen and Friday noen--te find eut what is actually being done
there.

3. Work from the predust bask.

' (n the shipping reem weas a centrel device. The
buyer observed the cever ocrew, loeked it up,
saw it was 8 screw-masghine part costing 2-1/32¢, 23
consulted roll threading specialists, and previded
the same functiea for 1¢."



Py
.

“Also on the device hs (ound special binding screws.
His examination of costs whieh followed shewed that
their cost was thres times that of s standard screw e
because of an unusually small head. As a resuls,
he could suggest & small medification in anether
part which made the wee of standard serews practicable
at one -third the cest. "

Vork from the raw malerial absad.

"A buyer was buyiag sieel red in two diametere--1"
and 2" --for ens epervaltien. Mo followed it through and
found a shaft was being made from ene part and a hud
frem the other, then they were assembled. The cost #38
of the assembly was $3¢. By makiag the shaft, die
casting the hub oade it with the shaft as an insert,
the assembly could be previded teb 28¢."

Bring in ome goed supplier esach week.

‘A buyer breught in s specialist ea 'relled formed’
parts. He saw hinges that were purchased {rem
a supplier using cenventionsl metheds. Shertly 26
he provided » design based upen nsing his epescial-
ised skill of roli ferming the material in long strips
which resulted in the sames hinges at 27¢ instead of
37¢ each.

Do something abeut what deesan't mahe sense. (You may be fired, but
yoa'li have lote mere fwn.)

5000pa~te cont 10¢ each....$900
15000partes cost 3¢ cach....$300

The g.l;irll instruction ia the area was that Purehasiag ‘‘Can't buy mere
sarts than are needed.’

The buyer purchased 15, 000 {or $300 instead of 5000 fer $500, eaabling the
supplier to put it en ' header' equipment instead of sarew machines and
saved 3200. In this case, the oaly treuble was that he ¢ida't "threow away'
the remaining 10,000 premptly enough and later eun the Fiasnae Dept.
questionsd him sericusly ea the circumstances sarreunding haviag 10, 000
of the parts in obsolets imvenieryl



«10-

7. itart with some small {teme. “Every big loague pitcher starts ia the
back lat, ™

' 5orewe--bells - -hammers - -anything - -
the savings may be frem $50 to $300. 727
But dea't otay ia the beak Jot."

5, Now, with a new view of eur job, we neeod mush now help. In every
arca, because of the lmpossidbilily of parfect communications through
indestries as diveres as 1hooe i the Unided Siates, the whee!l is being
re ~discovered--make thal unnsesssary!

' 7. plece of sagged glass esst §1.33, I

was the saly ans used by hat ares but the

buyer called s mannfasturer of clocks whe (] ]
used milliens of plesess of sagged glses and

sa even mere reliable supplior was at enee

available for § .50.

"Again, o precise mashined vaive oot §7

and considerable guality treubls was esperi- :
enced. By ecaliing a Purehasing Ageat ia sa 229
area which contained many exceliont meshine

shops, a thoreaghly reliable supplier was

srovided and the sost immediately became §8."

TH& GOVEANMENT'S OOT LOTS OF MONKEY"

Because of ite tnunense imgerianse sad becanse of he {act that we as Purchasing
people are ia a strategic opet o help, may I arge you ospecially s concentrate
on ellininating Cnneeessary eosts ia defonse (toms. In these areas, it is our
money” and we must have sdequate defense for less then a staggering coest.

Value Analysis hare brings "large yield.” There are meay crutehes such azs...

It is the Qovernment's mensy’

“We can't got changes made anyway”

"After all, what good con l--one man--do 7"
E&.. .”cool v

.+ o witich huhuiqmnuthu‘a“.



In one of eur Value Analysis training meetings, the day afler the pregram
cou, onent on '‘getting geed value for all of sur defense measy' ', a supplier
wao had developed & very cestly new material showed his preduct to the grou, .
Tihe question was asked, "To suggest a field of appiication, can you advise ue
toe appreximate cost of this material?” The answer was, "It is terribly ex-
pensive, se the enly ent we expoct 00 8oll it 0o now 18 the governmsat- -they

have plenty of mesey.

The maa dida't mew what hit M for the gronp almest beoed him out of the
TN,

CONCLUSION

Declde now that you will know “what it vreelly dees™ bofere you sommit your
co.pany's menay for any matevial or sorvice. Seot up an orgamined ;regram
that wili bring you vastly mere infermaticn than you have had. Find 2 way
tc use the valuable special serviees of othere in your predests.

We close by listiag the 'Tea Teots for Value" which we are told have beea
of large assistanse.

1. Dees its use canitribute Valne ?
3. le its cost prepertienats o ite
useofulness 7 ,
3. Dees it need all of its foatures?
4. ls there anything better for the
inteaded wee ?
S. Can a usabie part be made by a
lower cost methed ? [}
6. Can a standard predust be found
which will be useble ?
7. 1» it made en preper toeliag--
> considoring quantities uwoed 7
8. De malsrial, reasennble labers,
overhead and prefit total its soat?
9. Wil anether dopendabls suppiier
provide it fex less?
10. 1s anyene buyiag it for less?

And now we wiil oAy, m‘wmo"

LM /AEM



