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able sales would  be diff icult t o  come by, and that 
margins would  b e  under great pressure. 

The most attractive opt ion appeared to  be  cost reduc- 
t ion. Some costs, Mr .  Luigs realized, could be re- 
duced quickly, but  only temporarily. Other, deeper- 
rooted costs could be  reduced permanently, but  it 
wou ld  take time. Thus, a systematic application o f  
value analysis was introduced to  get at those deeply 
imbedded costs. 

The main target of a value analysis program is typi- 
cal ly t h e  manager- found t h r o u g h o u t  
industry-who would  say: "Don't confuse me  with 
facts. M y  m ind  is made up." 

Obviously, this k ind of  th inking has n o  place in  in- 
dustry. But all too  often, managers attempt t o  solve 
problems solely o n  the basis o f  past experience or  
personal prejudices. I n  doing so, they are failing to  
consider all the  facts that can b e  learned about the 
problem. As a result, the problem is usually not  
solved at all: Another problem is simply added to  the 
existing one. 

Determine All Facts 
Value analysis holds that a problem can be  defined 
only after all the facts are known, all the possible 
solutions are identif ied and evaluated, a decision 
made as to  the best possible solution and the selec- 
t ion then p u t  into effect. 

Throughout its evolution, six basic steps have 
emerged as a typical value analysis job plan. These 
are: the information phase, the speculative phase, 
the analytical phase, the planning & preparing for 
action phase, the presentation and reporting phase, 
and, lastly, the action phase. 

Axelson, l ike most other US1 companies and divi- 
sions, received its primary introduction to  value 
analysis via workshops and seminars conducted by  
Value Analysis, Inc., of  Newport  Beach, California. 
Since its founding nearly20years ago, Value Analysis, 
Inc., has conducted seminars and workshops for 
more than 300 companies, including 36 for Boeing, 13 
for John Deere, 11 for United Aircraft and 23 for 
Zenith Radio. 

"The first day of  these seminars is critical because you 
have to  cut through the fears, the myths and the 
resistance in  order to  establish a positive mental 
framework," according t o  J .K. "Dusty" Fowl kes, co- 
founder and president of Value Analysis, Inc. 

Fowlkes says h e  pays special attention to  the first day 
indoctrination because experience has taught h i m  
that the concept of value analysis is widely misunder- 
stood, and therefore widely feared. 

"Most managers attending their first seminar think 
that value analysis is rooted i n  mathematical o r  scien- 
tific theory," Fowlkes says. "They're afraid that the 
concept wi l l  go over their heads and they'll appear 
foolish in  f ront of their associates and their bosses," 
he  adds. 

So Fowlkes spends the first day explaining that the 
foundation o f  value analysis is nothing more than 
human psychology. 

Using Psychology 
Fowlkes uses pyschology to  teach psychology. H e  
spends part of the first day breaking down  walls of  
resistance and melting pockets of  fear. H e  explains 
that as far as value analysis is concerned, a B.A. in  
history is as good as a B.S. i n  engineering, and a 
degree f rom the school of hard knocks is as good as 
either. H e  tells those who  have brought slide rules 
and electronic calculators to  p u t  them away. They 
won't b e  needed. 

"The most diff icult th ing in  the wor ld  to  learn is that 
which is obvious," says Fowlkes, "so we  teach the  
managers t o  recognize that which is obvious. Then 

we teach them why unnecessary costs exist and what 
they can do  about them." 

Fowlkes explains that unnecessary costs usually exist 
for several reasons. These frequently include lack of 
an idea, lack of information, temporary circum- 
stances, honest wrong beliefs, and habits and at- 
titudes. 

Fowlkes says the two most important elements to  
consider are "value," which is the lowest cost to  
reliably accomplish a function, and "function," 
which is what the product or  service must d o  to  make 
it work and sell. 

"Don't confuse cost wi th value," Fowlkes cautions. 
Added materials, labor and overhead increase costs, 
but  not value, he  explains. 

Armed with this initial exposure to  the basic tenets of 
value analysis, Fowlkes then recommends the team 
approach to  problem solving. At Axelson, a team 
assigned to  a project typically includes an engineer, 
an accountant, a salesman, a purchasing manager 
and a manufacturing manager, says Bill Bruton. 

Fowlkes urges these teams to  dissect the ritualism 
and unquestioned repetit ion which, over time, tend 
to  become an integral part of a procedure or a pro- 
duct. 

"Start f rom thevery beginning," Fowlkes urges. "Ask 
yourself why a procedure is done, for whose benefit 
and at what cost. H o w  can i t  be  made shorter and 
simpler? Need i t  be  done at all?" 

Basic Ground Rules 
Axelson's 16-month experience with value analysis 
has enabled i t  to  formulate some basic ground rules 
-some starting points which often yield u p  a work- 
able value analysis solution. 

These include: 
Eliminate the entire item or combine i t  wi th other 
items performing a similar function. 
Eliminate or combine functions within an assem- 
bly. 
Simplify parts or substitute standard items. 
Where possible, relax tolerances or specifications. 
Reduce quality inspection tests t o  practical levels. 
Look for improvements i n  the manufacturing, as- 
sembly and installation phases. 
Reduce inventories of  spare parts and support ma- 
terial. 
Use specialty vendors to  bui ld at reduced cost. 
Reduce weight. Try to  miniaturize. 
Eliminate unneeded finish operations. 

Using these and comparable approaches, Axelson 
Task Group Teams have identified about $2.5 mil l ion 
of gross potential annual cost reductions and has 
already released projects with a savings of  some 
$750,000 to  the production phase. 

By 1980, Axelson plans to  achieve a gross value 
analysis cost reduction of about $920,000 a year, giv- 
ing i t  a3.5% return o n  gross sales. I t  estimates that the 
cost of  the value analysis program wi l l  equal about 
10% o f  the gross savings. 

"We are enormously pleased at what's been achieved 
at Axelson through value analysis," says Bill Bruton. 
"Every one of our  managers has a good, working idea 
of what value analysis can d o  and they instinctively 
apply value analysis judgments i n  their thinking," h e  
adds. 

"That's all value analysis really is," Bruton says, "A 
second, more critical level of  thinking." 

I n  addition to  his value analysis duties within Axel- 
son, Bruton is now working with other divisions i n  
the Energy Equipment Company to  help them set u p  
value analysis programs. 

"It's working well for  us. I t  can work just as well for 
others," h e  concluded. 


