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F r e q u e n t l y ,  s u n p l  ier:;,  a1 reaoy over-extended, s a i d  "No" t o  increzsed 
s c h e d u l e s  o r  n e w  n e c z s s a r y  oroducts. I n  this desparate situ8tion 
Miles w a s  forced to basics. " I f  -I cant g e t  the p r o d u c t ,  I ' v e  a o t  to 
get the function. How can you provide the function by usino soms 
rnachine o r  labo;  o r  m a t e r i a l  t h a t  y o u  can ge t "?  T h e  and egsin - t h e r e  was a w 3 y  to d o  it. Engineering t e s t s  s n d  approvals were rush- 
ed and schedules  met. Thus "function" grew in v i t a l  it.y afid was to 
l a t e r  nature ! r t o  the development of  the ?r.-% t t e ~ h n i q u e s ~  

To assure materials for t h e s e  and o t h e ?  vita! p r o g r a m .  M l e s  rrsually 
worked % days  in vendors plants, cine to t w o  deys  in G? plantst one 
day in the Pen tagon  keeping p r i o r i t i e s  s u t t a b l e i - . e a c h  ~ueek,satt irdays  
and  sucdays in h i s  own office, One exact  incident will i l lus trs ) te  

- the function sinphasis which ~ r e s s e d  i t s e l f  upon him. 

A p r o d u c t  ion  rnacagcr gave Miles a schedule c a l l i n g  for t housands  of 
a few dozen types of resistors and  capacitors to be delivered weekly 
starting in one week. Itanufal:tcirina schedules a t  t h e  t i m  Itrere 9 - 
month i 'ou t ,  w i t h  6 months firm. He was t o l d  i t  wa.; ar. a b s o l u t e  re- 
q u i r e m n t .  ?!iles asked "Who ag rees  w i t h  you t h a t  this nlust be securecjl 
regsrd les s"?  Ye s a i d  'TO* Garahan,  overall p r o d u c t  ion nanager o f  GY. 
Miles asked,"~oes Harry Erlicher agree?". Ye said y e s .  N a x t  - t o  
Erlichers o f f i c e .  E r l  i c h e r  said "Yes". 

T h e y  were secured .  They  w e r e  for Oak R i d g e  Tenn. Much l a t e r  i t  was 
l e a r n e d  i t  was  for a t o x i c  boxb research and development. Their p r i o r i t -  
o v c ~ r o d e  ~ t l l  ~ t h e r s ,  st i l l  t h e  o t h e r s  were v ! ta l  t o o .  5IiIes went t o  
vendors,made schedule  changes,but t o l d  each t o  f i n d  sone way to providc 
the essential functions of res i s tance  and ca~acitancc t h r u  a different 
shape or t y p e  or raterial o r  equipment, which would  keep o t h e r  v i t a l  
e l e c t r o n i c  equipment  on s c h e d u l e  f o r  t h e  military. The function app- 
roach proved to be so effective t h a t  h e  w a s  never to abandon i t .  

C r i t i c a l  years passed. I n  1914 E r l  icher esked  W l e s  to become Purch- 
a s i r , g  Agent of a GE plant. W l e s  experienced m r e  benefits from the 
functional approach in buying. 

s & 

In 1947 M i l e s  told Erlicher t h a t  he believed that much goad could 
- come to GE if he were relieved of l i n e  operat!nci responsibilities - 

c ar.d assigned f ~ i l l  t h e  to cost r e d u c t i o n  work i n  t h e  central p u r c h -  
a s i n g  o f f  ice. ?fr Frlicher houqht. t h e  i d e a  wr! moved hirn back t.o 
S c h e n e c t a d y  i n  l a t e  1947, where h i s  a c t i v i t y  was named t h e  n u r c h a s i n q  
L e p a r t ~ e : ~ t  Ccs t .  R ~ . c l u c t i i j n  Section, FWXS. 



THE REGI>!?JlNC1 OF VALUE mtALYSIS Washington K 
Sept 8,1971 

Comments by 5eneral Electric ?tanager Vlm.. A Sredenschek 
under who= the Value Analysis s>rstem was o r i i i ~ a t e d ,  a s  he  
spoke at t k e  m e t i n g  of the Washington Capitol  Chapter,accepting 

- the INVOLbTi; ?A4VAGER A W D  from t5e Society of Anerican Value 
Enc inrers.  ( ~ x t  r a c t e d  f ran taped doculentat  ion) 

-00 0.0 --. . 
. Pres.Kemptet, Mr Brogan, honored guests, members of the S o c i e t y  of 
American Value Engineers, .ladies and gentlenen. 

I ' d  like to tell you a f e w  t h i n g s  that h a p ~ e n e d  i n  our l ives 
- during the first f e w  moments when V lue Analys i s  was being born. 

It hanwned that  I had been selected to work as the asslstant 
t o  the vjce president i n  charge o f  purchasing, Harry Erl icher,and 
to take over that  job when he retired. A c t u a l l y  I transferred in  NOV. 
1947. I f o m d  a young engineer by the  name o f  Larry 9 Miles had 
t r m s f e r r e d  to  central purchasing 'the previous  month. H e  had been 
the  purchasing agent a t  ouP Baltimore p lant  and was now between 
ass ianments. 

He was doing purchasing cost-reduction work and cal led h i s  act -  
ivi ty Purchasing Depart--ent Cost -Reduction Sect ion - PCCRS.- 

My boss Harry Erlicher got ahold o f  me and s a i d , "  Larry Miles 
will be here a while. H + s  started on Cost-Fledmtion. I 'm ooina to 
hook ~ a r r y  onto you.  You sort of  h e l p  him to g e t  started. 

After a short time, he b u r i t  i n t o  my orfice ear ly  one morning, 
and s a i d ,  "Can I have a f e w  minutes with you?" I s a i d , " ~ u r e , s i t  
d-wn". He s tar ted  out. 

"Sreddy, t h i s  cost -reduct ion  program has g o t  to be broader than 
just getting a lower price  for purchased material". I reacted,"~eah, 
what are you thinking about, after a l l ,  wetre purchasing people,its 
our job to get ~aterizl for lower cost". 

- 
He s a i d ,  "aut the cost 'of the material is not the heart of the 

problem, the real neat of the coconut is t o  g e t  thc lowest c o s t  for 
providing tha function that  the customer wants i n  our products ,  - and he h i t  (emphasized) the word function: 

Again I rezcted, " ~ e ' v e  got a purchasina Job to do, what in 
the name of sense i s  this func t ion  t h i n 9  vou' re t a l k t n g  about?'' 

- Ye saiC, "Veil, i t ' l l  t a k e a  few minutes, is now 2 0006 time?" 
1 t c ' l d  h i m  "sure", 

Three hours l a t e r  I reached f o r  tke phone m d  said,"!?'et l l  
g e t  t k e  boss (Ua-rv Erl icher), we're qoir-c out for lunch!' For- 
t u n a t e l y  he  w a s  available. Ye S o i q h t  the copcept. So, that 
afternoon, though yet  unnamed, ?ralue Analys i's was born. 



1949 badgets were a l l  set and d i d  not include money to dev- 
e l o p  and perfect this approach, so my first Job was to pet sone Qoney 
for the work. You know how i t  is w i t h  budgrlts, you put a l i t t l e  
fat here, and a little fat there, so I pulled c u t  enough to t e l l  
Larry t o  hire some good people .  We gave him some f o r  research too. 

You know the story from then on. !'le set up meetings w i t h  roan- - 
agernent people. We started training work. W e  selected products 
from the various departments and trained men whi le  they worked on 
thzm. 

Whenever either act ive  or passive opposition arose, I could, 
from my position, bring about a confrontation, and we changed f t t o  
support, 

Achievement ran s o  high that by 1952 the company gave Larry 
its highest  award, which, a t  that time, went t o  one i n  each 10,000 
employees. He was the f i r s t  and only purchasing man t o  ever re- 
ceive it. "he citation was: 

"1x1 recognitton of his outstanding accomplishmznt 
through the establishment,organization, and dav- 
eIopment of a Value Analysis Program, which has  
resulted in Substantial cost-reduct ions", 

Transcript orovided by 
Larry Miles 


