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IDEAS 

The product had a var ie ty  of specifications and f ea tu re s .  It 
was what the product planner seemed to l ike in the  competitive 
offering. 

Many machines w e r e  built for a marke t  that  does not exis t .  

The sys tems  of mathematics  i n  use  optimized other th ings . .  . 
s tack ,  length, e t c .  . . but not cos t .  (Value Control optimizes 
cos t .  ) 

"What i s  los t  through not implementing important change does 
not show up ( a s  a l o s s )  on the balance sheet .  " 

L D  Miles /H 
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The product had a variety of erpocificationa and featurse, It 
wae what the product glonner seemled to like in the compc~titive 
d i e  rf ng . 
Many machinus were built for a market that does not exist. 

The system. of mathematics in use optimimd other things.. . 
etack, lrsngtk, etc. . , but not cost. (Value Control optimf zes 
cost. ) 

" W h a t  is lost through not implunenting important change does 
not show up (ass a lona) on the balance rhsdtt. f 4  



STRATEGY O F  ALEXANDER 

I .  O P E R A T E  FROM SOUND BASE 

2. FLEXIBILITY 

3 .  SURPRISE 

4.  PURSUIT 

5. CONCENTRATION O F  F O R C E  

6 .  STRIKE AT T H E  DECISIVE POINT 



X FILE 

The human mind s t a r t s  to operate  a t  b i r th  and continues until 
a man  s t a r t s  to  make a public speech. 

In connection with m y  work  with the mil i tary,  I was advised that  
Section 8 of some instruction book says  that "the mi l i t a ry  may  
have no market ing.  " 



The humaa mind start8 to operate at birth and continues until 
a @tarts %Q &maka a public epach. 

In connectinn with m y  wurk with the d f t a r y ,  I warP advised that 
Section 8 of somar inetruction beak says that "the military may 
have na marketing. 



D E C E M B  EIH I 1 ,  1963 

10: O F F I C E  

C o m m e n t s  by L e s t e r  Cone,  g radua te  s tudent  on a  F o r d  F o u n -  
dat ion g r a n t  studying s o m e  advanced concep t s  in  b u s i n e s s  
management  and especjal ly emphas iz ing  marke t ing  management .  

M r .  Cone ca l led  on Monday and sa id :  

"You have  something i n  your management  s y s t e m  that  o t h e r s  
don't  h a v e .  " 

"You have a n  unders tanding of the  psychological  b a s i s  on which 
u n n e c e s s a r y  c o s t  c r e e p s  in .  " 

"I have  t r i e d  i t  and I know we  c a n  put value a n a l y s i s  points  
on the  c r i t i c a l  path.  " 

"You have  an  odd combination of 
f ac to r  a n a l y s i s  
s i tua t ion  a n a l y s i s  
s y s t e m s  a n a l y s i s .  " 

M r .  Cone a s k e d  for  a n  appointment  t o  l e a r n  m o r e  about va lue  
a n a l y s i s .  W e  a r r a n g e d  f o r  h i m  i n s t e a d  t o  have  h i s  appointm-nt  
with Value Ana lys i s ,  Inc .  uptown and get a  " learning"  t h e r e .  
My contac t  w a s  t o  have  lunch and chat  about a  few genera l i za t ions  
with h i m .  Since  h e  r e p r e s e n t s  such  a  to ta l ly  uninvolved v iew-  
point of value a n a l y s i s ,  I a m  sending t h e s e  c o m m e n t s  a round  
fo r  you fe l lows t o  mte. 



- ... F. Jones - 
/ - 

D URING the early days of 
World TVar 11, a t  a time when 

all kinds of armaments were in 
short supply, the British made use 
of some old field pieces, some of 
which traced their ancestry back to 
the Boer War. These guns were 
hitched to the backs of trucks and 
in that way served as very useful, 
mobile, light artillery. Someone, 
looking into the matter believed 
that it mould be possible to increase 
the rapidity of fire. 
expert was called up 
could suggest some s 
the firing procedure. 

After a careful analysis, he be- 
came curious about a certain phase 
of the operation. He  ordered slow 
motion pictures taken and ran them 
over several times. H e  saw some- 
thing that piqued his curiosity. A 
moment before the firing mecha- 
nism was touched, two members of 
the gun crew stopped all activity 
and stood perfectly still for a three 
second interval while the gun was 

fired. Unable to find any rhyme or 
reason for this strange behavior, 
the expert asked an old colonel of 
artillery what it meant. The colonel 
ran the pictur ' rough several 
times and sa&, I know what 
they are doing, they are holding the 
horses". 

This story impresses me as a 
very good example of the way hu- 
man beings resist anything in the 
nature of change. We are reluctant 
to accomodate ourselves to new sit- 
uations and tend to continue famil- 
iar habits no matter how incompat- 
ible they may be with new environ- 
ments. 



M A T E R I A L S  S E R V I C E S  D E P A R T M E N T  

? T R A F F I C  S E R V I C E S  S E C T I O N  

Schenectady, December 4 ,  1952 

This amendment supplements Amendment 2, which stated that the 

second revised I. C. C. Service Order  856 pertaining to the inclusion 

of Saturdays in  computing demurrage on freight c a r s  was suspended 

ent i rely f r o m  April 16, 1952 until May 31, 1952. 

Second Revised Service Order  856 i s  now back in effect, and will 

remain in  effect until fur ther  notice. 

This me ans  that Saturdays will be included in computing demurrage.  



One of our managers raid, "Largely a o  a result of the Value Analyris progrpm, 
our cost reduction in 1951 war about $5,000,000. That ir twice the cost re - 
duction of the year before and ten times the amount of the year before that. 
Now, 1 h o w  you cannot realhie what that rneanr, so I want to our accountant 
and asked him how much more sales would have been required to affect our 
netprofi t inthe same manner. He mid--$52,060,000. B-cJ i - " & i  

'$1 asked him how much plant and equipment would be required. Me rtudied 
it and advised--$67,000,000, -'<'/; dL, @"; 

':I ctoked him how much must be tied up in raw materials, in processes and 
finished goods inventorier to sell the additional $62,000,060. He oaicl- - 
$35,80Q,OQO, W- / 4 64-c 64- c 

"I arked him how muny people would be required to produce it. H e  @aid- - 
6 ,  O W .  7~~ 

"So I a m  now able to tell you that your work has affected our company to the 
- oanm extent as  the investment of another $100,000,008 and the employment of 

7 6090 people and, in addition to that, i t  woufd have been nece ooary for the Sales 
Department to ilomewhere find market for and. sell an additionaf $62,000,080- 
worth s f  our products. fz 

i3You can perhaps aiow only begin to realise how tremena~ualy important these 
cost reductiorr cbllarr am. 



. G E N E R A L  @ E L E C T R I C  
-.. 
\- 
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SUBJECT COPIES: 

0 

VALUE ANALYSIS STONES 

'!We never adequately understood this planet until men were 
able to use a telescope and look away a t  a distance at the 
other planets. " 

"Salt (Value Analysis) is what spoils the potatoes--if i t  i s  
left out ( i s  what spoils the Purchasing i f  i t  i s  left out. 1 

Can also be used with techniques, etc.  



I G E N E R A L @  E L E C T R I C  

L 

S U B J E C T  COPIES: 

0 

VALUE ANALYSIS STORIES 

"The best ideas are from unexpected sources. 
Ye- 

' ,  w c m t -  

tlYou can't win a fight blocking punches. 
',a% ~ --wTw+* 

"Purchasing i s  a road to management the same as  engineering, 
manufacturing , finance, law, e tc . 



L ~ f e  Magain6 in a recent imsue took a strong stand apparently that maau- 
Zaeturcro should have no say about the retail price of their products--&hat 
&sy should fix proper prices at which they sel l  to distributare or dealere-- 
from there on i t  ~r not their af fa ir .  

The Toastmasterss Appliance Company scored a very interesting touch4 on 
this point at a n  apdliance meeting in Atlantir: City. They decided to #ell 
Life Magaeigt at their booth ars e "lase leader," a t  instead of tho usual 
ZSC. 

They advised Life's distributor and ordered an appropriate number of copier. 
The distributor did not fill the, order.' They, thereafter, went from stand $0 

stand and purehaaed at 2Q$ EII~JBCQ, a large sup$y of Life Magazinss which 
they took to thr booth at Atlantic; City and sold for S t .  

This apparently brought hame very forcefully We nnkralsling human angle 
in even the thinking of Life Magazine: namely, that mdybc we nerd on* rat 
of xahto for &a o a s r  fellow to op-crats andar m d  anotbcr eat of rafes for 
ur~ to operate under. 





GENERAL ACCOUNTING COST AND EPENSE REDUCTIONS 

INSTRUCTIONS 

(For Use of G-E Employees only) TPd3 No. 301 

The purpose of t h i s  Ins t ruc t ion  i s  t o  out l ine  a standard bas i s  f o r  
measuring spe c i f ical - ly  the  e ffectivene s s  of ce r ta in  cost reduction e f fo r t s .  

In  order t o  f a c i l i t a t e  the prompt measuremnt of a c t u a l  accomplish- 
ments against  cost  reduction object ives  a d  budgets, it i s  customary (1 )  t o  
compute cost  reduction r e su l t s  i n  terms of budgeted ra ther  than ac tua l  output 
and ( 2 )  t o  report  i n  the  current  period the  estimated savinqs f o r  a f u l l  year 
r a the r  than only fo r  the  remaining months of the  current year. For these 
reasons, the  aqgregate amount of the s p c i f i c  cost  reductions reported in any 
one year w i l l  not be f u l l y  re f lec ted  i n  operating r e s u l t s  fo r  t ha t  year. 
Rather t he  p r o f i t  and l o s s  s t a t e m n t  of a Department fo r  t h e  current  period 
w i l l  r e f l e c t  t he  r e s u l t s  of only a port ion of the cost  reductions reported in 
t h e  current year  plus the  r e s u l t s  of reductions reported i n  p r io r  years. 
This discrepancy between the  period i n  which cos t  reductions a r e  reported and 

L t h e  periods i n  which t hq i  a r e  included i n  operating r e s u l t s  should not, however, 
a f f e c t  the bas i s  of computation of cost reductions. The amount of each cost  
reduction should represent the  saving i n  cost o r  expense which w i l l  be re- 
f l e c t ed  i n  the  Company's income from sa l e s  (although not necessar i ly  i n  t h e  
current  year)  provided ac tua l  output i s  equivalent t o  budgeted output. 

11. DEFINITION 

Cost reductions may be defined a s  the  lowering of the  accepted 
standards of cost of e i t h e r  a product o r  a spec i f i c  element of cost not 
d i r e c t l y  re la ted  t o  a product. A cost reduction should r e s u l t  from a speci- 
f i c  project ,  program o r  individual  e f f o r t  f o r  the  purpose of reducing costs  
by means of s impl i f icat ion of design; improvemnt o r  el imination of a method or  
procedure; conservation of materials  and supplies, or subs t i tu t ion  of l e s s  
cos t ly  m t e r i a l s ,  supr l i es ,  o r  services;  purchasing negotiat ions a f fec t ing  
previously es tabl ished sources, p r ices  and terms of purchase; or  any combin- 
a t i on  of these ,  

While it i s  recognized t h a t  cost  reductions do occur a s  a resu l t  of " 
changes i n  investment, because of the r e l a t i ve ly  high proportion of intang- 
i b l e  f ac to r s  entering i n to  the  evaluation of such cost  reductions, they 
should not be included i n  cost  reduction budgets, Likewise, t h e  report ing 
of such cost  reductions should be confined t o  a memorandum bas i s .  

I n  the foregoing def ini t ion,  the term cost  includes not only di re  c t  
mater ia l  and d i re  c t  labor  but a lso  spec i f ic  elements of i nd i r ec t  manufacturing - expense, product engineering costs  and exnense s ,  d5 s t r i bu t i on  e x p n s e  and 
administrat ive expense. 



A l l  cos t  reductions involving a labor  saving should a l so  include 
provisions f o r  reductions i n  overhead eppense d i r e c t l y  re la ted  t o  the  
labor involved, This does not mean t h a t  the  normal overhead r a t e  o r  
t heo re t i c a l  overhead f ac to r s  should be applied t o  labor  reductions but 
r a t he r  the  items of overhead expense t h a t  a r e  a c tua l l y  eliminated a s  a 
r e s u l t  of labor savings, f o r  example, Wlployee Benef i ts  expense. 

Savings which require  the  purchase of new machine t oo l s  o r  
replacement of an old machine t o o l  should be reduced by one year ' s  
deprecia t ion a t  normal r a t e s  ( i n  the  case of new t o o l s )  o r  the  ne t  
annual increase i n  normal deprecia t ion ( i n  the case of a replacemnt  
t oo l ) .  Full. cos t  of new machine t o o l s  and t h e i r  i n s t a l l a t i o n  w i l l  not 
be considered i n  evaluating the  saving. 

I n  the  redesign of a product o r  a change i n  =%hod or material ,  
the  savings should be measured i n  terms of the  speci f ic  d i f ferences  i n  
d i r e c t  material ,  d i r e c t  labor ,  and those manuf ac tur ing expenses which 
a r e  a f fec ted  by the  chance. The= savings should be adjusted by the  
deduction of one year ' s  amortizat ion of the  engineering and t o o l  ex- 
penditures which were necessary t o  c rea te  and put i n t o  e f f ec t  the 
change i n  mnufacture.  Expenditures f o r  new dies,  j igs ,  f ix tu res ,  
templates, e t c .  sho~l ld ,  f o r  t h i s  purpose only, be considered a s  amortiz- 
ab le  over t h e  expected use fu l  l i f e  of the t oo l s ,  

Transportation 

Savings i n  incoming or outgoing t ranspor ta t ion because of change 
i n  terms, f r e i gh t  c l a s s i f i c a t i on ,  reductions i n  weight, e tc . ,  a s  the  
r e su l t  of cos t  reduction e f f o r t  should be reported a s  cos t  reduction 
saving s . 

6. General 

Savings on new products o r  products redesigned f o r  higher per- 
formance standards should not be i n f l a t e d  by the repor t ing of decreases 
i n  s t a r t i n g  costs .  Only savings which can be  rea l i zed  a f t e r  t h e  elimin- 
a t t on  of s t a r t i n g  cost  d i f f i c u l t i e s  should be considered cost  reduc- 
t i ons ,  

Where a cos t  reduction involves both increase  and decrease i n  
cos t  and t he  two a r e  obviously r e l a t ed  and r ead i l y  ascer ta inable ,  
only the  ne t  of the increases  and decreases should be reported a s  
cos t  reduction savin  :s, Changes of a temporary nature only should 
not be reported a s  cos t  reductions. 



A budget of an t i c ipa ted  cos t  reductions my b e  requested 
each year  showing information s imi la r  t o  t h a t  on the at tached 
Exhibit  A.  

It i s  e s s e n t i a l  t h a t  the  budgeted amount and the  budgeted 
percent of output be es tabl ished 011 the same bas i s  as w i l l  be 
used i n  report ing actual  r e s u l t s  so t h a t  a correct  measure of 
accomplishment i n  r e l a t i o n  t o  budget i s  subsequently shown. 



Department 

COST REDUCTION REPORT 

Savin,qs a f fec t ing  
own operations - 

Direct Material 

Direct  Labor 

Cormn-rcial and 
Admini s t ra-Live 

A s  a msmorandum: 
Savings effected l o r  o ther  Department s-5) 

(a- Annual budgeted o u t p t  a t  manufacturine7 cost  
(b- Show d e t a i l s  by Department and type of reduction 











MANAGEMENT PROBLEMS 

1 " T H O U G H T S "  
i L D  Mi les  

F e b r u a r y  1958 

W a r e  
Draft ing 
L o w e r  whee l  
only whee l  

Bo Vea - G u e r n s e y  
1  I 3  

F a r r e l l  
Shelbyvil le  m o t o r s  

A r t  Lau te  r 
B a l l a s t  
T e l  p in  
4 . 7 5  - 23$ nut  

Aloofness - 

M r .  Anderson  
J Bol ts  

L i n d e r  - L e a d e r  

Show MAC -SAC drawings  

Rubber  R u l e r  
M a t ' l  1 .00 1 . 0 0  
L a b o r  . 5 0  . 5 0  
OH 1. 50 - 0 8  

20 weeks  tools  

2. Component  go into the shop c o s t  a t  i t s  value 
If a n y  above have  V p r e s .  OK 

Rubber  R u l e r  
T r u m b u l l  
Rome 
Only l a b o r  & m a t ' l  

D e t r o i t  M g r .  - 50% F o r d  
1. E l *  
2. Throw out  r u b b e r  r u l e r  
3 .  Mkt qui t  taking snow jobs.  























G E N E R A L  @ E L E C T R I C  
C O M P A N Y  

MATERIALS SERVICES DEPARTMENT 1 River Road 
SCHENECTADY 5, N. Y. 

"PE S IT MAKE SENSE ? 

A short time ago during a seminar one of the engineers presented this experience 
in hir area. 

He say* he needed two dry cello coating $1.20 each and preferably needed 
then tbe following day. 1 

He says he called in the Purchasing Department to find out how to get 
the m . 
Purchasing requested that we issue an engineering memo (this memo is 
made in twenty-five copies and goes to product planning. A material re - 
quest i s  w r i t t e n  from it which goes to Purchasing, Shipping, Receiving, 
and many other depar tmento. Our cost of is suing the engineering memo 
1s $60. 

We felt i t  was wrong to do i t  this way. 

We asked Purchasing what was the most economical way to purchase them. 
They saiswered, "Through petty cash. I '  

We said, "'Then le t f@ buy them with petty carh." 
Answer, "We are no longer allowed to use the petty earh syrtem. " 

I asked what other way there i s  to purchare these batteries other than to 
issue the $60 engineering memo. W e  advised, "By ure of an LW form. " 

I asked him how much the paper work for this was. He said, "$8.52. 

The result--we bought the batteries by the L W  method. 

The cost-- Batteries $2.40 
LW form 8.52 

Total Coet $10.92 

AND i t  was ten days before i t  was tarough and we got the batteries. 

IrC M/ 
May 17, 1955 



G E N E R A L  @ E L E C T R I C  
C O M P A N Y  

MATERIALS SERVICES DEPARTMENT 

DOES IT MAKE SENSE ? 
- 

1 River Road 
SCHENECTADY 5, N. Y. 

A short time ago during a seminar one of the purchasing men presented this 
experience in his area, 

"Our engineere needed some pamphle to cocr ting 65t .  

A ~urchane  order w a r  iasued. 1 

Because of the extra coot of invoicing and collecting, the vendor would not 
accept an order of under $2 except when a check was enclosed. The order 
was re turned. 

W e  then had .i payment voucher iooued and sent with it, 

So the pamphlets cost. . . 
C o ~ t  of issuing and clearing purchasing order 
Approxixnate coot of voucher for 65$ 

TOTAL COST $10.65 

W e  asked a n  auditor how else it could be done and he advised that the only 
-3.L. _ 

method that would save moat of thi. coat weuld be i f  the pamphlets w e r e  lr' / 
#E shipped in the name of General Electric. 

LDM:AEM 
May 17, 1955 



L O C O M O T f V E  G O V E R N O R  S T O R Y  

A short time ago, manrrger c u e d  
"I1ve heard a lot,  etc. t t  

"1 don't think you're doing anything we haven't dona. " 
*'I don* t think you'll rave us a cent. " 

:'Maybe so'" 
sfwe're willing to prave i t  one way or the other. " 

"Select device - man - etc. f t  

Prod. 790/year gaaket 
1 part $4.15 to 1st better supplier 
5 ave. 5 0 t  ea.- less better supplier 

14 parts found vendors stdsr. - $3.50 total 
2 0 involving p B mf g . $14 w a s  ssved 
20 involving p Clr engrg. $19 w a s  eaved 

e 5 add'l parts involving 
mfg. &sagrg. Qpurch. $50 wae eaved 

Of couret ha won't be wifhout PVA now. 



S U B J E C T  

a 

Mr.  L, D, Miles 
Office 

C O P I E S :  

Frosl time t o  t h e ,  I run i n to  things tha t  might be of in te res t*  One of them 
is an a r t i c l e  in the Harvard Bwiness Review by L, Cheskin and L. B. Ward, 
September 1948, pages 572-580, en t i t led  "Indirect Approach t o  Market Reactions* 
which would appear t o  have some bearing on various surveys and studies that  
we have made, It deals with such cas as the  survey of tm package designs, 
one simple l ad  one ornate by a panel&men. The ornate design was voted bet ter  
by a large margin. When offered a s  a a f t ,  three t o  one chose the simple one. 
Other examples are  s i ted  t o  make the point, npeople judge designs as art c r i t i c s  
but they buy by different  standards," 





The other day 1 corns across thia aLst~rn& whrcb 1s probably 
very pertinent to our type, of activaty . 





EXAMPLLS TO ASSlST IN FACING UP TO THL RhALJZATION THAT S X V k K E  
BASIC HUMAN NATURK CAUSES ALL GROUPS OF PEOPLIE, LEARNED AND 
OTMEHWIS&, T O  TAKE A POSITION OF EXTREME ANTAGONISM AGAINST 
ANYTHING WHICH IS NEW AND APPKARS TO BE STRONG. 

Quotation from '"ypnorsis i n  Medicine and Surgery" - William S.  Kroger, M. D. 

"Horace Wells was attempting to convince the medical professrion of the value 
of nitrous oxide gas as an aneathetic agent. In 1846 he was demonstrating 
nitrous oxide anesthesia for dental extractiona in the amphitheater of the 
Massachusetts General Hospital. His subject groaxied md, even though he 
had no recollectioa of pain, the students not knowing this,  jeered, hissed, 
and indicated that they thought i t  wahl a "put -up job. ' ' Well r , his head bowed, 
was driven from the amphitheater, a dejectsd figure. H e  later  committed 
suicfdc because of his failure to convince physicians and dentists of the efficacy 
of nitrous oxide. " 

In the period of approximately 1840, D r .  James Esdaile, a surgeon, found 
that hypnotism was effective in  eliminating pain, allowing surgical operations. 
He found amputations and other surgical work of the most serioua type could 
be conducted without pain to the patients. He also found that rocovery was much 
more rapid than when the patient was forced to endure the pain. H e  demon- 
strated this to some of bis medical. peers.  M e  was ostracized, driven from 
the Amtsociation. 

He went to India where he set u? a hospital, taught a doolen native people to  do 
the hypno t ihg  and, for  a decade, performed surgery by this means while 
conartantly inviting members of the medical profeesian, government bodies, 
and others to view i t  and examine i t  in every detail endeavoring to secure i t s  
acceptance by the medical group. In spite of all  of this accumulated evidence, 
he continued to be the subject of suspicion and ridicule and the use of hypnosis, 
then called merarnerism, was not accogted. In 1850 he! decided that the only 
way to force this humane im3rovement in medical. practice was to take i t  to 
the public who, in turn, would force the medxA profession to use i t .  Hence,  
the book titled, "Mcsmeriam in India" was written and copyrrghtcd in  1850. 

Of caurse, then came Errud about fifty years later  who provided a reasonable 
explanation for what Esdaile had learned and practiced. Now, mother fifty 
years later,  the medical profeereion is rtarting to study in earneat the use of 
hypnotism. Two years ago there W a s  a society of fifty doctors studying i t ,  
Now there a r e  two thousand. 

So i t  is with s new--although proven--i dea. 
- 
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DETACH MFORE DEPO6lTlNG CHECK rrrr. nr-so tusl  ................ ................................................................................................................... 

9-8-52 To reimburse you for credit balance as of 6-18-52. #. 01 

jab 8 

210 

~ % ~ ~ f l ~ g y O r n , Q ~  - c= - 
[RICHARD N. BIbU%ii\7 1 

c/o X. A. SCHCkLL GENERAL ELECTRIC COMPANY 
ROOK 231 BUILDING 22 

I TO THE NATI~NAL CITY BANK OF NEW YORK 
HEAD OPFlCB SS WAIL STREJET 

NEW YO- N. Y. 



(Fraa the figures prrrrfdad by W. E. ifalley, Cost &courting W&ees) 



Quotation f rom Admiral  Rickover 

. . "The uncommon man who excells  thus find himself a f reak .  " 

. . "Outstanding performance ( r e s u l t s )  accounts for l i t t le i f  the  
adminis t ra t ive routines have been violated. " 







MASLOW VALUES (NEEDS) SYSTEMS OF MEN 
As taught by D r .  Graves 

It s eems  to be becoming increasingly c lear  that when communication of any type 
i s  made to an individual, his  response i s  essentially p r e  -conditioned according 
to the  values system which he h a s .  

Experience i s  indicating that the five values sys tems h e r e  included do an almost 
phenomenal task  in  explaining the reactions from various men and in predicting 
the i r  react ions.  

L 

Level 5 
Needs knowledge o r  information. 
What the evidence shows, i s  r ight .  
What the facts and the evidence show, i s  f a i r .  

Level 4 
Needs importance,  respec t ,  self -es teem,  independence. 
What "I" want i s  r ight .  
What "I" want to  do i s  f a i r .  
Essentially nothing e lse  i s  important .  My ideas - -my wishes - - a r e  r ight .  

Level 3 
Need for  belonging-ness. 

L 

What i s  good for my group i s  good for everybody. 
What i s  fa ir  for my group i s  fa ir  for each. 
It i s  good for  everyone to be in  harmony,  even, and together ,  a s  my group 

sees  i t .  Uniform team i s  the whole thing. 

Level 2 
Need for  ma te r i a l ,  property,  safety from want, safety from ha rm 
What I can work fo r ,  own, and get,  1s  right,  o r . .  . 
What I can fight for and take i s  right.  
If others  want, i t ' s  up to them to w o r k  o r  f i g h ~  ar.d get i t .  
Work others  a s  hard  a s  possible,  pa)  hem a3 i l i t ie .  
Work i s  right,  might i s  r ight.  

u 
Level 1 

Need for  physiological satisfaction. 
What "I" think doesn't mat te r .  . . 

I am too insignificant to  count. 
I am too insignificant to be asked what i s  f a i r .  

It appears  that individuals o r  civilizations p rogress  beginning from Level 1 
which sti l l  contains l a rge  proportions of populations in India, China, South 
America,  e tc .  progressing into the higher leveled societ ies .  

L- 





L, D. MILES' CONCEPTIONS OF THE DEFINITIONS OF SOME OF THE COST - 
\ ORIENT ED ACTIVITIES 

1- "In Common Folks '  Talk-  - -  - - - - - - - - - I I 

Indust r ia l  Engineering 
Various and assor ted  knowledge and technique to minimize product o r  
process  cost .  

Manufacturing Engineering 
Knowledge and technique associated with arrangement  of cost of and use 
of machines and processes .  

Producibility Engineering 
Knowledge a s  sociated with capability of and cost  of production f rom 
various machines and processes .  . . often a par t  of manufacturing engineering. 

Production Engineering 
Usually the modification of design details within the same basic design 
concept to accommodate manufacturing procedures  or  equipment. 

Work Simplification 
An assortment  of concepts and knowledge assembled and/or  created by 
A. Mogensen to reduce cos ts .  Much emphasis on work arrangement ,  
motion study, etc. 

Cost Reduction-Cost Improvement-Value Improvement 
An effort o r  emphasis in which everyone t r i e s  to  assign a few hours  each 
week to use whatever method he can to  reduce costs--often of p a r t s  o r  
assembl ies .  

Value Analysis or  Value Engineering 
An arrangement  of techniques which . . . 

(1)  make c l ea r  the functions the customer wants f rom a product o r  servj 
( 2 )  establishes appropriate cost for  each function by comparison 
( 3 )  causes  the required knowledge, creativity and initiative to be 

used to  secure  each function for  that cost.  



i rodiicih.,liity Lrnginee r m g  
Knowledge a5 sociaced with capability or' and cost or p i  duetaon Cnmm 
various machine .j am. proc as %-.le?s. . . of lcen a pa.. L of manufacturing cngirrzeriim&. 

Cost X e d ~ ~ c t i ~ n - G o s t  PmpYovem-i:ent -Value Improvement 
An effort or eanpkasit in which everyone t r i e s  to asaign a few h o u r ;  G ~ S = L ~  

week to hse whatever method he can to reduce cu.;tt--often of partv., :,i. 
assemblies. 

V d ~ e  Analysrs or Value ingineering 
Bin arrangement of techniques ~ h d ~  . . 

(1 )1 make c lear   he f1incti3~ls the cuatcmer wanta t rom a p r o d ~ c t  or ,ervb 
( 2 )  e~tab%i.~he: ,  appropxiate cost  f o r  each fur1ctra;n by cctmparl<.o.; 
( 3 )  cav?:;zr: the raqaaleed howtiedge, crat iv i ty  and mitiasive ta be  

s.;& tu iiecuro each r';rmcliajra ~ ( 2 1  that cost. 



A fool often f a m u s e  he thinks 
what is difficult is easy, and a wise 
man because he thinks what is easy 
is difficult. -JOHN CHURTON COLLINS. - 



UNANSWERED QUESTIONS AFTER ASME MEETING IN GHXCAGO. . . May 1, 1962 

What is the difference between Vdue Engineering rand good design engineering ? 

Isn't Value Engineering a crutch for poor training ond a lack of experience "r 
rVouldnlt varied work assignmeats under well qualified peaple be the better 
long-term sdution 'i 

What- a r e  the borders. .value research, value engineering, value analysis 'r 

If the solution to P. function is not known, how *en may we evaluate the function i 

Does production equipment design r eguir e the same evaluation a s  p r ~ d u ~ t  design 
evaluation li 

C m  you comment on need for modernized accounting methods having greater  
definitions such as srndlor and m o r e  specillized burden centers I. 

When "value engineeringv' an existing product, huw do you overcome the 
"not invented herat- complex 'f --this, when project responsibility i e  not in the 
hands of the value engineer. 

Do you feel that a value engineer should be a fdl - t ime staff m e m b e r  7 

Which staff function does the value engineer fall under I .  . . product mineering, mfg. 

Is the evaluating done better with teams and, i f  so, how many peaple should be 
included on a t %ism 7 

Mow do you define 'Vdue Engmecsring" m d  what makes it "new", bearing in  
mind that coat has always been r factor to be considered in  design engineering. 

In order to get the rnaurirnurn btsnefita from value engineering, should it be 
applied at the indulstrial or da sign engineering phases i. 

How does low-coet with reliability affect design schedules 7 (timewise) 

In fallowing your teehnlpue, 1 feel there wil l  be deviations from customer require- 
men%s. Should you develop the product as you feel it should be and then eel la  
the customer on ite merite 7 This will x e s ~ l t  from the  fact that under the old 
method change was grrduol but with your suggested method the product i s  

likely to be quita different from the  which the customer i~ usad to. 



What you bekevc 1s important. 

It  directs your uecision. 

What perOentage of the things you believe arc wrong ? 

If I +zere~ a General Manager, what would I want from Value Analysis? 







PLAN FOR SUCCESSFUL LIFE 

1. Written Plan 

2 ,  Enjoy work - attitude 

3. Use money intelligently 
1 .  Earn intelligently 
2. Spend wisdy 
3.  Save systernatiealty 

4.  Schedule Time - Balanced 

5 ,  Imagination and Initiative 



DECISIONS 

To make l a rge  company value project out of the Philadelphia a i r  blast breaker  
job. BASIS 

maximizing benefits to the Company. 

To remove management discussion of personal  10s s a s  the  principal c r i te r ion  
for  decisions affecting value f rom the company -wide cost reduction junket 
program.  BASIS 

to minimize my personal lo s s .  



EXTRACT FROM MINUTES O F  THE EXECUTIVE OFFICE 
September 4 and 5 ,  1962 

The chairman stated that to be included on the agenda an i tem 
"should be determined. .  . f i r s t  by whether the subject i s  important;  
second, by whether it i s  beyond the assigned responsibility of 
the proposing member ;  and th i rd ,  whether it has  company-wide 
significance. " 



"X" FILE 

R .  J .  Gillespie 
"Design Creativity Performance" 

Presented in St, Louis. . . . . October 1962 

"There has been a general over-all increase of 70% in the 
abllity of our designers to think up ideas.  It has been found 
that the nlost productive ideas c o m e  from our engineering 
designers' minds in the last 1070 of their increased mental cipacity 
in thinking up alternative ideas for improvement. " 

"The Sylvania value trained engineering product designer 
thinks with boldness and defines with care .  " 



"X" FILE 

Light - unmixed blessing. . . 

shows beauties of. . . 
uncovers ugliness tha t . .  . 

darkness  hid. 

We see  things a s  we a r e . .  .not a s  they a r e .  - 
Not seeing i s  believing, but, believing i s  seeing. 

-.-.- 
Alfred J .  Morrow 

Write answer ,  what kind of person do you think you a r e ?  
and 

what a r e  you really ? 

Greatest  opportunity broadening understanding and insight of the people on top. 





L, 1s. &*iZlrs..:':% 

Copies given to Brad Stroup, and Svein M v a m b  



1.- . .c r J  * 
b .  THE CLAIM JUMPERS 

J URISDICTIONAL DISPUTES are nothing now in industry, and 
they are not confined to the conflicting ainbit~ons of craft unlons stak- 
ing out employment claims for their membership. They are just as 
rife among professional and managerla1 employees seekmg wider 
authority and preferment through the subtler channels of functional 
job definitions and management organlzatlon. 

One such dispute that has long been seething at the level of internal 
company politics now emerges at the broader professional level, in the 
proposal to establish departments of "Value Engineering", which 
would take over the value analysis activities that are now generally 
carried on in most progressive purchasing departments. This is a 
claim that was discovered by alert purchasing men a dozen years ago. 
It was originally staked and registered under the term "Purchase 
Analysis", and it has been profitably worked 'by purchasing men ever 
since. There is justifiable resentment among purchasing men now that 
the claim jumpers are trying to move in. 

There can be no quarrel with the proposition that a real concern for 
value has a place at every stage of company activity, including engi- 
neering. One reason for the spectacular results of purchasing's value 
analysis is that engineering, by and large, let the value concept go by 
default. The most effective value analysis programs are those that en- 
list the interest and cooperation of engineering personnel, at purehas- 
ing's initiative. 

The insidious thing about this most recent proposal is not that it 
seeks to alert engineers to their value responsibilities, but that coin- 

. cidentally it seeks to curtail the proper scope of purchasing respon- 
sibility. It says in effect that Value Engineering departments will have 
the last word in "telling the purchasing agent what to buy." 

The proposal is predicated upon %he "limitations" of a purchasing 
department. For the benefit of eager engineers who have but a limited 
knowledge of purchasing, let us enumerate some of the positive assets 
that point up the limitations of engineering. Purchasing automatically 
scans the entire range of purchased requirements, and its records 
disclose items of common use that are seen only as isolated items in 
engineering product analysis, as well as supplies and non-production 
items that never receive engineering attention but have equal po- 
tential for cost reduction. Purchasing has a knowledge of markets 
and sources, which are as least as important as product specification 
in determining costs. Purchasing has daily contact with cooperative 
vendors, and thus has access to the technical resources of entire sup- 
plier industries in addition to its own company's engineering talent. 

The search for value is inherent in the purchasing function. The two 
are inseparable. Ambitious "value engineers" and managements that 
fall for their arguments should not be surprised when buyers analyze 
and challenge their specifications for the sake of even greater value. 
Anything less than this is not in accord with the standards of modern 
purchasing. For where value is concerned, purchasing will always 
have the last word. 

For More Information Write No. 197 
c o n  Inquiry Card-Page 32 



NOTES FROM R. C. MILES ON TALK GIVEN B Y  MR. McCUNE--2/ 14/62 

M r .  McCune pointed out thatjit i s  impossible to  have the f i r s t  design right - -  
we can't afford i t  and can't  wait for i t .  

What i s  needed i s  to recognize these facts  and follow them up with c r o s s -  
functional efforts and by cross-functional reference to  a combination of en- 
gineering, manufacturing, marketing, and cost.  

M r .  McCune seemed to feel that in Engineering Services  and elsewhere we 
had been unreceptive to  value analysis techniques. 

He gave the impress ion  that he suspected that he and o thers  have been impeding 
the c r o s s  -functional work. 

The four main points he wanted to  leave with the audience w e r e . .  . 
, ...- - - - - 

- (1. Get the business  system costs,j 
-i- * - - - -  

2 .  Make cross-functional reviews f o r  cost before release of drawings.  
3 .  Plan  and schedule inter  -functional r e  -design activity. 
4. Have these  t eams  indicated in i tem 3 above use value analysis methods and 

training and mental attitude to  attack cos ts .  / 













. 
- CORRECT BEUEFS WHIG33 WQULR BE HEWS, BY GENERAL E ~ C I R X C  

W A G E M E H I  AT ALL fSVl$tS 

"Value Ana1y.i~ encourogrrr as uae of opecfatty products and pracerres 
both rnside and outeids the Csmpany to attain inersaocrd profits. 

tiVslu% Analyuio ia  thsr acientif&c study of vralw drarailgasd k, produes the earn. 
or gruokrr quality through the eliminatwn of non-functional c o e L t t  

"Vcriue Analysis rrrsanr the saae  or greater quality through elimination csf 
non-functional coot. '" 

"Value Analysis i r  a kayotan@ organization, A crutch supports the lame. 
A keystone 1s a farce on whrch associated thmga depenii. 

"Valus Analysis is sffechve in &rears where profit-m.aking deci~ions must k 
made. 

.-- 
t'Vsflue Analyar~s *;as toncerved through techniques designed tct produce immediate 

oavrngr - -(blast then refine, ekmmate radblociizi, etc. )" 

"Value Analysis is an orgaruzed system for producmg equiva1ent w greatreg 
value through h e l i z~wst i~n  oi non-funcfional ccrr t. 

"Value Analyaks as really needed! V . ~ i u e  Analyoia l a  needed to rroeure that 
products are not neglected. V d u e  A a a l y e i ~  is needed to assure 'profkt 
products'. " 

"The purpose of Volus Anatycrie i r  to ebmtslatar each man to beteornc maram valu- 
able to lumreli and to the csni p a y ,  



WRONG U ELlEFS AL'OU? T H E  V A L l ' E  ANALYSIS PROGRAM 

"Value Analysis  prom.ottas buy:ng evzryth~ng  outride." 

"Value h n a l y s ~ s  18  jus! another  n a m e  fqr coot reductiun ac - 
tlvi ty. " 

' ' L ' & ~ L =  Anrly.1. w o r k  1r.r an. LvwPr quality. l i  

u 
"Value Analysrs i s  a c r .tc:t-~ ~ r g a r . i z a t l \ ~ n . "  

t 

"The Value Analyrir s s s  ten; i s  ' t o  d i ~  t t  w r o n g  firnt, then change 
i t 1 .  " 

"Value Anrlyais 18 e f fec  t l v e  only In f r i n g e  arear  and dark 
curriers. " 

''Value Analysis i r  too l c n g - r a n g ' ,  w r  need  s a v i v g e  t h ~  s y e a r .  " 
* %  , 

"value b i d y e i s  1s an urganized rys ten  for finding fau l t  wlth  
existirig func tlonal pork. " , @ 

V a l u e  Analys is  i s  real ly  n'cedsd only when product. have+ been 
neglected. 

"The purpore of Value 
keep him c o s t  

Alu lyr ir  i r  to 'needle' each man and 
c ~ n a c i o u s .  I '  

LD Miler /M 



2 - Lack ef ithe spcaciiic idea thot would mcpka posriblr productlion of tbe itam 
for much b w s r  cost. 

6 - Nsrmd arttitudtits which support the colttimu&$$ en af existin r?f&~t~ e e  
I 

acceptance of "roedt,1ockr'"mmrwa s gra-&apoePUm to  dwrye t s u t  to 
a art of ciscumstaacarr in P prs-dsteriina$ nnasner. 



WRONG BELIEFS ABOUT THE VALUE ANALYSIS PROGRAM 

"Value Analysis promotes  buying everything outside. I t  

I tvalue Analysis is just another name for  cos t  reduction activity." - 
"Value Analysis work means lower quality. " 

ttValue Analysis is a crutch organization. " 

"The Value Analysis system i s  to do i t  wrong f i r s t ,  then change i t ' .  

ftValue Analysis is effective only i n  fringe a r e a s  and da rk  co rne r s .  I t  

"Value Analysis is too long-range, we need savings this yea r .  I t  

"Value Analysis is an  organized system for  finding fault with existing functional work. I t  

-- tlVr*lue Analysis is real ly  needed only when products have been neglected. I t  

"The purpose of Value Analysis is to 'needlet  each man and keep him cos t  consciouc 

LD Mile s /M 
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V a l u e  S e r v i c e  - S c h e n e c t a d y  
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S U B J E C T  

CIRCULATE: 

COPIES: 

Hurrah  fo r  our  side. I t  was  interesting for  m e  to note i n  the - 
publicity sheet of a con•’ erence a statement,  which I have under - 
lined, "No P a p e r s  Will Be Read. " 

L. D. Miles/M 
Att, 



Orange, N. J., MOT. 27, 1926 

Mr. W. t. 1. Emmet 
Qlneral Elac-trie Company 
1 ICUvsrRead 
Waeaesctady, N. Y. 

I want to thank you for your letter of the 23rd, with 

to you on a u ~ ~ e s s f u l  outcome of your ideas. 

The wurst i e  to come, for it taJmai about revem years 

to convert the avcrrgs man to the acceptance af a rsalved 

W i t h  aXt goed wishes to you, X remain 

Yours vary truly, 



From t h e  Laboratory 

of 

Thomaa A. Bdison 

Mr. V. L. R. Emuet 
General Elec  t r l c  Company 
1 River  Road 
P 'wnecrtady, B.T. 
4 
Hy dear Mr. Emmet:- 

I want t o  thank you f o r  your l e t t e r  of t h e  23rd, 

w i t h  i t 8  e m l o a u r a ,  and a t  t h e  same t i m e  t o  extend my 

congratuLatlons t o  you on t h e  suoceasfu l  outcome of your 

ideas .  

The worst  l a  t o  come, f o r  It  takes about seven years  

t o  convert  t h e  average man t o  t h e  acceptance of a aolved 

problem. 

With a l l  good wishes t o  you, I remain 

Yours very truly, 

~ h o s  , A. Edison 
TAE: 0 



Conventional  Approach VS. Value Analys i s  Approach 

F i r s t  s t e p s  i n  u s u a l  systems which h m c  a s  t h e i r  

,,urpose t h e  s ecu r in [  of ~ g p r o p r i a t e  ;;erformnnce and 

api,ro,,ri:ite c o s t s  are :  'lo deterb .~l r lc  v~h:,t f u n c t i o n s  

are necded, then dsvelg? a l t e r r m c , i T ~ e  aosns f o r  ac- 

corn, l i skLng  then.  

F i r s t  s t e p s  i n  t h e  V d u e  i i na ly s i s  Systezi IQ f o r  

s e c u r i n ~  ~ p p r o p r i s t c  performance and a p ~ r o p r i o t e  c o s t s  

a r e :  To d e t e r n i n e  what f u n c t i o n s  a r c  necded ;  d i v i d e  then 

i n t o  "use" f u n c t i o n s  and " ~ s t e e m "  func t ions ,  then  evsqua te  

them I n  ter.ns of d o l l s r a  p e r  y e z r  f o r  ~ a c h .  

Next, t h e  g roccs s  01' developing a l t e r n a t i v e s  proceeds  

and any coxb ina t ion  of i d e a s ,  materla1.s and p roces se s  which 

does n o t  meet t he  " e v a l . u a t l ~ n "  c o s t  i s  pror lpt ly  r e j e c t e d .  

Thus, penetrating seeraches  f o r  b e s t  a l t r  r : i ~ t l v e s  fire 

always conducted exclusivc1.y i n  thc r r c a s  o: s u i t a b l e  

c o s t ,  r e 3  l t 3 . n ~  i n  s h o r t e r  d e s l ~ n  t i m e ,  and t h e  avo idmce  

of p roduc t s  which p e r f o m  a , , ; ; i r o , ~ ~ ~ l h t c l y  b a t  & r e  too c o s t l y .  



The Value Analysi a Techniques Sys tern 

The Value Analys i s  System f o r  p rov id ing  a p p r o p r i a t e  

p roduc t s  a t  a p p r o p r i a t e  c o s t  ndds theee k e y  i n g r e d i e n t s  

a t  the  s t a r t  of t he  s r o c e s s :  

1. A l l  c o n s i d e r & t i o n s  a r e  f u n c t i o n  -- no t  p a r t  -- 
based. 

2. A11 f u n c t i o n s  a r e  subdivided i n t o  bo th  "use" and 

"esteem". 

3.  Each of such f u n c t i o n s  i s  eva luc t ed  i n  d o l l a r s  

p e r  year before  awd m y  d e s i g n  o r  procurement work. 

The rea f t e r ,  work i n  t h e  development of a1 t e r m  t i v e s  

proceeds  o n l y  using such a;?;)rotiches a s  w i l l  meet the  

eva lua t ion .  



Value Ana lys i s  Technique System 

The Value A n a l y s i s  Technique Syste:n i s  a s e a r c h ,  

not  a knowlcdge, o r i e n t e d  s y s t e : ~ .  The u s e r  i s  t a  ight 

how t o  se :~rch ,  why t6 s c a r & . ,  what t o  s e a r c h  Sor ,  how 

t o  use  i t  when he  finds i t  and ulhst b e n e f l t s  w i l l  c cc rue  

t o  h i m .  

Th i s  i s  c o n t r a s t e d  with the knowledge o r i e n t e d  

sgste? i n  which i d e a s ,  i n f o r - n s t i o n  end knowled~,:,e s r e  

brought ,  rearn upon r e8  a, i n t o  t he  i n d i v i d u a l ' s  env i ron-  

3ent i n  the, unf ' o r t umte ly ,  i ' a l l e c i o u s  i e l i e r  th: t ,  

surrounded by i t ,  he w' 11 c r f h t e  cood problem solut!ons 

from it. 



8 X  REASQNS FOR LARGE AMOUNTS OF UNNEGEXSARY COSTS IN PRODUCTS 

1 - Lack of essential information at the time decisione were made, usually 
lack of knowladge that the information exists. 

2 - Lack of the arpeeafic idea that would make paosible production of the item 
for much lcnakr coet. 

3 - Decisions baaed upon the, honelat wrong beliefs which each reraponeible 
decision-making per son progres erively accumulates. 

4 - Daciaioner originally forced by temporary circumstances continue non- 
functioning unnecaeeary costa--yecars after the temporary circumstances 
have ended. 

5 - Decisions based upon habits of the people involved, of %he area involved, 
built into the drafting and mathods systems, built into the machines and 
tooling, into supplier relationship, and other a.  

6 - Normal attitudes which support the continuation of existing habits and the 
acceptance of "roadblocks" continue a pre-drsposition to always react 
to a eat of ctrcumetancee in a pre-determined manner. 







Whc 

THE MAN from thejadvertising agency 

I: , ,  
dreary argument. He had 'phoned in for an 

&~, value analysis for a client and then when he 
t r  that it wasn't rightfully an activity of the purchasing depart- 

p ?{&- ment. It  belonged, he said, more properly in design en- 
r;+i+; gineering. 

. ~ D worries This doubter was given, as many others have been, a careful 
explanation of the logic in having value analysis programs 
directed by purchasing. He was h l d  that purchasing claimed 

Most no monopoly on value analysis; on the contrary, purchasing 
- - 

: *, ", i 
' . q. ' 

is the first to admit that any cost reduction program requires 
d - team effort by purchasing, engineering, production, sales and 

but Value? in most cases suppliers. It's purchasing's unique position and 
function in a commnv. our armment  went. t.hn.f mn.km it. the -*- - -w I - - - -- .. ----, -+-- ------- -- ---- 
logical choice-& direct the program. And we explained the 
position. The ad man seemed satisfied. 

The crusher came only a few hours later. Two more vocifer- 
.$+&*I 

ous doubters were heard from. But this time they were neither 
??$-+. . ad men nor en~ineers. Thev were ~urehasinv atrents nartici- 

.d - "  - 4 -  - -- - - C) -. - - - - - - - - - - - 
pating in an association forum meeting on value analysis and 
they said frankly they were a t  a loss for a r a u m n b  to con- 

r ." '%* * $,.? 
. - vince management (and themselves) that ;ontrol of value 

analysis belonged in purchasing. 
I 

We thought up to now that the major GoncerQ tg resist 
the encroachments of those who 

jumpers for moving in? 

Their first lesson .could well take the 
question and answer period. These are th  
is the most cosbreduction-oriented depar 
pany? Which department is in the most s 
analyze alE the needs of aU the company? 
has the widest contach with vendors and the 
ledge of what they have and what they can do 

There's only one 
i t  knows why value 

answer to all three. Anyon 
analysis belongs in purchasin 





COMMENTS OF MR. PAXTON IN RLDG. 32G FOLLOWING PKLSENTATION 
OF "HOW VALUE STANDARDS ARE SET AND USLD' 

AND 
"HOW THE VALUE CONTROL SYSTEM WORKS' 

Yo h a v e n ' t  m a d e  ~ t  c l e a ,  w h y  ycju havt. no r ight  to  be c r l t i c a l  of e n g ~ ! ~ t . t : r : r l ~ .  

" W  e have had Vdl:it* ~ r n d y s i ~  technique:  f u  .7c:veral y e ~ i r s .  Yuu  have. been 
telling a h o ~ . t  t h e m  and t t ach i r lg  abr8ut therr i .  Con-equen t ly  t hey  h a v e  bccn 
a v a i l a b l e  f u r  use i n  e l ~ r n l n a t l n ~  t h e  unnt .ces t ia ry  C L  st  gulri, rnto new -- 
d e s ~ g n -  . " 

A r  tb ~ 3 ~ i  w J :. it:d abou t  y o u r  ! - c l a t A v n  hip wlth eng lnee  r s '' " 

( P a x t u n  a g a i n )  
  let'^ a c c e p t  t h e  f a c t  tha t  w e  r iever  h a d  any o r d e .  l y  way uf tcstl:lb tht. Z ~ . S ~ ~ ~ L S  

to  v a l ~ , ~ . .  T h l s  16 l!i.,tlnctly a c ~ ) n t r i b u t l o t ~  of t h e s e  , eople .  ' '  
\ 

b* 

I I W e  nave  thls d v a n t a g c  j u s t  a r  l o r ~ g  as thc: e..t c~i thc  w v r l d  d3c ;n ' t  ! l a k t  

V . l u v  A n a l y s ~ s  tcc n n r q u e a .  " 



"X" FILE 

Managers a r e  willing to send me, but want to use them a s  they 
see fit. 

We a r e  dealing with three  factors. .  . t ime, specification, and cost. 

The leader i s  the master  of change. 

I am only motivated by "what I think i s  attainable," 



Managers are willing to send me, but want to ulnre them as they 
ree fit. 

W e  are dealing with thrae factors. . ,time, apscification, rind cost. 

The leader is the master of change. 

I a m  only motivated by "what I think: is attainable. " 



Cost  

Used by McCune - 1962 

Time 



FILE X 

Profi t  i s  not added to pr ice-  -it i s  taken f rom cost.  

W .  J. Campbell 
T rans fo rmer  
Empl, Rel.  Mgr.  



-i 

FILE "X" 

Don't le t  overhead go "Scot - f reeu  . Our convenient prac t ice  so prevalent 

in  the  company of l ist ing labor  and mater ia l ,  calling them pr ime  cost and having 

them show on all l i s t s  together with the pract ice probably encouraged for  reasons 

of "conservative" cost reduction reporting allows significant amounts of overhead 

to be absent f rom cost schedules which a r e  used to provide emphasis .  The re -  

fore ,  we fa l l  into the t r a p  of allowing this  overhead to  avoid the hard  emphasis 

i t  requi res .  



Don't let averhemi go "Scot -freet' . Our convenient practxs  rjo prevalent 

in the! company of listing labor and materiall, calling them grsme cost and having 

rhem show on all l ists  together with the practice probably encouragad for reasons 

of "conserva€ive" coat reduction reporting allows sripificiant amounts of overhead 

to be absent from cost mhedules which are used to provide emphasis. There - 

fore ,  we fall into the trap of allowing thia overhead to avoid the hard emphasis 

it requires. 
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Including the "Sentinel Service" Stock Evaluation Rating 

FLOCC INAUCINIHILIPILIFIC ATION 

(Written f rom For t  Dix, New Je r sey )  

This word i s  believed to be the longest in the English language and the 
wr i te r  is sorely tempted not to define it in o rde r  to tes t  the readers  of this Let-  
t e r  to s ee  if _..___.. enough __ to __ find out what it means. Actually, it is  
relevant to the towards t h  market  i s  concerned, a s  
i t s  definition i worthless" .>In fact ,  so frequent has  
this state of m i  b"i""e"fi%~"c"u%ed of crying wolf too often. 
Yet he was cor rec t  in 1957 and, again, when he said the Dow- Jones Industrial 
Average support level of 600 would be broken in 1960. Today he is in somewhat 
the same position, as  he feels that a cautious approach should be taken toward 
the stock market .  Timing is difficult, though not for  a moment would the wri ter  

L-  argue against the distinct possibility of higher stock pr ices .  Nor would he deny 

the fact that money can  be made by selecting the cor rec t  stocks. One has to go 
back to 1937 to find a market  decline sufficiently severe  that even the astute 
selector  of equities would suffer. But today there a r e  some ra ther  appalling 
facts  that investors have chosen to ignore that could resul t  in a ser ious reversa l  
in the stock market  trend. 

Investor confidence i s  current ly at an all-t ime high - -  even higher than 
1929. Taking the Dow-Jones Industrial Averages a s  a yardstick, we can project 
1961 earnings at probably not grea te r  than $32  ($30 seems more  reasonable to 
the wr i te r )  and we have the s tockmarket  selling at apr ice /earn ings  ratio of over 
23 t imes.  Even figuring $36 for  1962, highly improbable with the p re s su res  
against higher corporate profits by the Administration, we sti l l  have a 20-times 
pr icelearnings ratio. This seems like an expensive pr ice to pay for the future. 

What could r eve r se  the trend of investor confidence? The wri ter  has 
previously mentioned the Berlin c r i s i s  which i s  gradually building up to a s e r i e s  * 
of periods of international tension. Too often such periods have meant govern- 
ment controls,  higher taxes and uncertainties of the future,  all  of which have a n  
unfavorable effect on stock prices.  Sooner o r  la te r  this cloud over Europe i s  
likely to take a toll on investor confidence a s  it has done in the past - - in 1938, 

a bi-weekly publication of 

Hemphill, Noyes 0% Co. 
MEMBERS NEW YORK STOCK EXCHANGE 

0 HANOVER STREET N E W  YORK 4, N. Y. 



"X" FILE 

Dean Baker.  . . . . Boston University. . . . . May 3 ,  1962 

"Knowledge and technique do not come with neat boundaries. 

"It i s  impossible to  'feed out knowledge' ". 



"X" FILE 

Dean Baker.. . . . Boston University.. . . .May 3,  1962 

"Knowledge and technique do not c o m e  with neat boundaries. ' I  

"It i s  impossible to 'feed out knowledge' " . 



FILE "X" 

Don't confuse enthusiasm with thinking. 

Enthusiasm i s  essential for creativity. 



"XI1 FILE 

C. C. Leader  

"Engineers always seem to have t ime  to do i t  over when they - 
have to.  

"You can collect data to prove anything. 'I 

' Instead of telling functions to work together,  provide programs 
where they must  work together. l1  



F r o m  "PAVILION OF WOMEN" 

s.. 

by P e a r l  Buck 

Intelligence, m o r e  than poverty and r iches ,  divides human 
beings and makes them friends o r  enemies.  The stupid pe r  son 
f e a r s  and ha tes  the intelligent person .  Whatever the goodness 
of the intelligent man,  he must  a l so  know that it will not win 
him love from one whose mind i s  l e s s  than h is .  



"X" FILE 

In the period of 1840, Dr.  J a m e s  Esdaile,  a surgeon, found that hyp- 
notism was  effective i n  eliminating pain, allowing surgical operations.  
He found amputations and other surgical work of the most  ser ious type 
could be conducted without pain to  the patients.  He also found that r e -  
covery was  much m o r e  rapid than when the patient was  forced to endure 
the pain. He demonstrated th is  to  some of h is  medical pee r s .  He was  
ostracized,  driven f rom the Association. 

He went to  India where he set  up a hospital, taught a dozen native people 
to  do the hypnotizing and, for  a decade, performed surgery  by this  means 
while constantly inviting members  of the medical profession, government 
bodies, and others  to  view i t  and examine i t  i n  every detail endeavoring 
to  secure  i t s  acceptance by the medical group. In spite of a l l  of this  ac -  
cumulated evidence, he  continued to be the  subject of suspicion and ridicule 
and the use  of hypnosis, then called m e s m e r i s m ,  was  not accepted. In  
1850 he decided that the only way to  force  this  humane improvement i n  
medical pract ice w a s  to  take it to the public who, i n  turn,  would force  the 
medical profession to use i t .  Hence, the book ti t led,  "Mesmerism i n  
India" was  wri t ten and copyrighted in  1850. 

- Of course,  then came Freud  about fifty yea r s  l a t e r  who provided a reason-  
4-- able  explanation for  what Esdaile had learned and practiced. Now, another 

fifty yea r s  l a t e r ,  the medical profession i s  starting to study i n  earnes t  the 
use of hypnotism. Thousands of doctors a r e  now studying i t .  

In  1845 Horace Wells, a dentist i n  Boston, while attending an entertainment 
i n  which nitrous oxide was  used to  cause people to  "act funny" noted that 
one of the persons received a ser ious  and bloody blow on h is  shin, st i l l  
said he couldn't feel  i t .  He seized upon i t  a s  a means for alleviating 
grea t  pain which then accompanied extractions,  dental surgery,  and the 
l ike.  He found, to h is  great  delight, that it w a s  a boon to mankind and 
did greatly reduce the horr ible  d i s t r e s s  and physical pain a t  extractions. 
In  1846 he engaged the amphitheater of the Massachusetts General Hospital 
and invited doctors who would be interested, to i t s  capacity. He had a 
subject and was  preparing for an extraction. The shout of "quack" issued* 
f rom someone in  the crowd and became a r o a r .  He left the amphitheater 
a dejected figure feeling i n  disgrace and a few days la te r  committed 
suicide because of h is  failure to  cnnvince physicians and dentists of the 
efficiency of nitrous oxide in minimizing pain. 



X FILE 

T H E  FALLACY O F  ASSUMPTIONS 

We assume that 2x2 photogra$ic pr ints  will cost 

substantially l e s s  than 4x6 o r  8x10. Still,  in  a recent  o rde r  

of fifteen each. . .4x6 and 8x10 prints  cost 60$ each, while 

fifteen 2x2 prints  f rom the same negative cost 75q-  EACH. 



- 

X FILE 

THE FALLACY OF ASSUMPTIONS 

W e  assume that 2x2 photogra&ic prints will cost 

substantially l e s s  than 4x6 or 8x10. Still, in a recent order 

of fifteen each.. .4x6 and 8x10 prints cost 60C each, while 

fifteen 2x2 prints from the same negative cost 756EACH. 



- .. IIX" FILE 

Men from lower 20'7'0 
Get training - come back perform like top 2070 

Have a l i t t le sample of what propose to do for  a sample- -believe will sell  i t .  
X people on this  would produce 10% of person on this did this 
got to have bate and the bate a piece of what 's  selling" 

Boucher 



J 

" X "  F I L E  

A salesman can't design a sales system. 

Perhaps we have scheduled our analytical and selective work 

- - -more  in  a r ea s  of sensitive o r  crit ical performance 
---now need to do same in a reas  of crit ical cost. 

- "Put low-grade talent into it--then you will not be embarrassed by or  bothered 
by any need for making changes. " 



"X" FILE 

rm< 
Mind i s  an emergency resource  used only when habit will not ( cope with the situation. 

C. W .  (Smoky) Doyle - Convair 



'l* * 

;' M~rrzrgers are willing to send me, but want to use them arr they 
see fit. 

W e  are dealing with three factors.. .time, specification, and cost. 

The leader is the master of change. 

I am only motivated by "what f think is attainable. " 



"Xu FXLE 

"Where the living am easy. '' 

". . .by skillful perversion, conversion, and interpretation of 
procedures. . . . t t 

" . . . Set the larvd of mediocrity higher. " 
George Foucn 



d E  POWERFUL MOTIVATORS THAT COST YOU NOTHING 
FROM "Management Methods1'. . . January 1959 

#1 
Everyone Wants To Do The Right Thing 

A n  employee will exert himeelf to do what he knows i s  right provided he feels 
the boss h a m  faith in his motives, 

# Z  
Everyone W gats To Find Better Ways of Doing Things 

Any employee will respond to a requeat fo r  help in  solving a specific problem 
that concerns him. 

#3 
Everyone Wants To Do Things He Con Be Proud Of 

Everyone Wants To Belong To A Group That Achieve8 The 
Ektraordinipry 

Everyone Want a To Earn Reopect and Recognition for What 
W e  Is And Does 






























