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ABSTRACT

The application of Value Engineering (VE) has
been widely accepted in manufacturing areas such as
product design, development, manufacturing, pack-
aging etc. Though success in manufacturing have
been well documented and results are very encour-
aging, companies are reluctant to look at VE as a tool
for Cost Improvement in the soft areas such as
systems, Management Practices and Procedures. This
paper highlights how a systematic and organised
functional approach can establish VE in new areas
and reap full benefits.

INTRODUCTION

During the last 24 years of my association with
VE applications in several industries in India, I have
found that organisations are intercsted and are
looking forward to applying VE in the manufact-
uring/operations of the company. This includes
product design, development, production  and
delivery. While it is true that manufacturing costs in
India, on an average, work out to approximately 50
to 70 % (including material costs), the management
practices acually dictate a large amount of hidden
costs that needs to be looked into. T have tried to
question some of the management practices with the
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help of VE and I am pleased to share some of my
experiences here. Identifying the basic function and
then seeking creative solutions to achieve the same,
almost guarantees 100% success. Here are two case
studies which illustrate my point.

Case Study No.1: (Quality Management)

A large automotive industry in India has a foreign
collaboration with a European automotive giant and
is manufacturing world class commercial vehicles.
When it started manufacturing approximately 45
years before, there were hardly any automotive
ancillary units in India. Therefore it had to depend
heavily on its own resources for manufacturing even
items which were traditionally bought elsewhere in
the world. However, with great persistance and with
government  support, Small Scale Industrial
Development Authority was formed by the State
Government just at the outskirts of the city and
entrepreneurs were encouraged to set up industries to
manufacture automobile components and assemblies
for the parent company. Over the years, hundreds of
units have been supplied and the traditional quality
control system was established wherein parts coming
from the vendors were inspected at the incoming
stores on a sampling basis before forwarding them to
the assembly line. The cost of rejection was very
high since rejections at the primary inspection stage
was around 13%. Since it was the suppliers’ parts
which were being rejected, the parent company’s QC
department thought that they were doing a fine job






