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Projects go over budget. Projects get delayed. The finished product isn’t what anyone wanted and
it’s going to cost too much to run. Whether it’s a bridge, a database, or a reorganization, it’s never
as simple as it seemed, and the cost estimates keep increasing.
If that sounds familiar, you’re not alone. In 1942 a
man named Lawrence Miles, who worked at General
Electric, was faced with exactly these problems, with
the added complexity of a world war. His response—
to focus on achieving the required function, in
whatever way necessary—led to the development
of the tool we now call the Value Methodology (VM),
also known as Value Engineering or Value Analysis.

“Eliminate the
unnecessary so that the
necessary may speak.”
- Hans Hofmann

The Function of Function
Miles’ key insight, that function was king, is very simple but has profound implications. The basic
concept is that people don’t want things, they want what things do. For example, consider a
small warehouse which is being built. The warehouse owner has specified a $45,000 forklift. The
obvious approach is to look for a cheaper forklift, perhaps a used one, which could save many
thousands of dollars.
However, the function-based approach is to consider what is actually needed: in this case, the
ability to move 1,000 kilos 5 meters within a few minutes. With this in mind, we can start to
consider other options, such as a pallet stacker or even a manual pallet jack. Or we can take it
further and reconsider whether the load has to be moved all at once. Perhaps what the warehouse
actually needs is a conveyor system. The point of function analysis is to encourage that kind of
thinking. This is where real change can happen, when we go from incremental improvements in
gas mileage to building an electric car.
The Value of Value
The other important concept in VM is that of value itself, which is defined as the ratio of
performance to inputs. Literally, it’s bang for your buck. This is a guiding principle for directing
innovation and refinement to where it is most useful. Cost-cutting exercises suffer when they
neglect performance or fail to consider the long-term impacts. In VM, the goal is to remove what is
unnecessary, but keep what is needed; the challenge, of course, is to define what is needed.
Performance needs are linked to function, but they may go beyond the basics to include
aesthetics, ease of manufacture, and longevity. Think of an everyday household object, such as
a toaster. If half the toaster components have a 10-year lifespan and half have a 5-year lifespan,
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either we are wasting 10-year components, or our toaster will fail before it should. We won’t know
what to fix unless we define our performance needs and understand the costs of either approach.
If longevity is important to customers, the higher-value option might be to build the 10-year toaster,
even if it does cost more; if a 10-year toaster will cost four times as much, the 5-year toaster is
probably the higher value. In a VM study, that performance/cost analysis happens early and can
be used to highlight where high costs don’t result in high performance.
The Rest of the Toolkit
These two concepts of function and value, when fully understood, can dramatically improve
outcomes. But VM additionally introduces a set of techniques, tested and aligned with the latest
research into creative problem solving, for using those concepts in a multidisciplinary team setting
to drive maximum idea generation and identify the ideas with the most potential. Each VM study is
like a creativity boot camp; we have seen a two-day workshop avoid more than a billion dollars in
project cost.
With these kinds of results, it’s not surprising that VM has had 80 years of success and there are
more than 200,000 practitioners worldwide. VM is required by law in the US on all federally funded
projects over $50 million, and it’s used by public and private organizations everywhere. SAVE
International is the certifying organization in North America and publishes the Value Management
Body of Knowledge, which contains a comprehensive overview.
Putting it All Together
Implementation is highly flexible once the tools are well understood. VM can be used at any point
throughout a project lifecycle or applied to a system, service, process, or problem. It can be easily
combined with Lean Six Sigma, Total Quality Management, Design for Manufacture and Assembly,
and many other process improvement techniques. The process can stretch out over months or
compress into a week or two, and virtual VM studies are very successful. Of course, for larger
projects or to help build the foundations of your “value culture,” we would strongly recommend a
third-party certified practitioner to guide the team through the process.
One final note—in addition to the obvious benefits, VM is one of the best ways we’ve seen to
drive a feeling of camaraderie and partnership among the team. Especially when done early in the
process, the shared struggle to work together to better the outcome, the respect for each others’
contributions, and the excitement of new ideas are powerful forces that bring teams together and
last much longer than the VM study.
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