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Armin Maes is Head of Strategic Purchasing at EMG Automation GmbH and elexis AG. elexis AG
develops and produces systems for production automation and quality control. Mr. Maes introduced
the new organizational unit of Strategic Purchasing in the company structure. Upon successful
implementation, he transferred the knowledge gained in the process to the subsidiaries of the EMG
Group and thereby established a cross-site purchasing organization. As a value analyst accredited by
the VDI [Association of German Engineers], he furthermore implemented the methodology of value
analysis at the companies of elexis AG and initiated corresponding projects. Since then, a multitude of
VA/VE projects and thus, substantial improvements in the cost structure, as well as business
processes have been realized.

Sebastian Meindl is co-president of Krehl & Partner in Germany, the leading Value Management
Consultant Company in Germany. Since his start with VA/VE/VM, Sebastian Meindl performed
hundreds of VM-related studies in Germany, whole Europe, USA and Mexico. He is active for his
clients in their Asian facilities as well. He trained thousands of future VA/VE-specialists. In parallel to
his work and since more than 15 years, Sebastian Meindl is engaged in the VDI [Association of
German Engineers] as an honorary member of VDI Technical Guideline Commissions. Sebastian
Meindl holds the European Certificates of Professional for Value Management and Trainer for Value
Management and the German Certificate Wertanalytiker VDI.

Short version:
If, after many years of consistent application of the instruments and methods from purchasing
management in industrial purchasing, further cost reductions, process optimizations or the
improvement of the customer benefit become urgently necessary, the purchasing officer reaches his
limits in actions when using conventional methods.
Value analysis and value management offer expanded options for action and significant potentials of
success for purchasing officers. The challenge of purchasing in the mechanical engineering industry,
however, is primarily to secure acceptance and support for the purchaser’s approach in fields
commonly controlled by the technical departments. Many fail already in the beginning of their attempt
for their own lacking technical qualifications, sketchy knowledge of methods, or insufficiently
developed soft skills required for leading interdisciplinary teams.
This document is to show the possibilities that are available to industrial purchasing in to make value
analysis and value management a success under their own responsibility and at eye level with the
technical departments, and to implement it securely for the long term in the company organization.

Company presentation
elexis AG develops and produces systems for production automation and quality assurance. Its
customers can be found in the steel, printing, tyre and plastics processing industries. At the
subsidiaries of elexis AG, a turnover of 188 million euro was earned in 2014 with about 1050
employees. Of this amount, 145 million euro is attributed to the EMG Group. EMG Group produces at
11 sites worldwide.

Initial situation
The traditional possibilities for purchasing to identify and raise cost reduction potentials essentially
consist of supplier management, the purchasing strategy, global purchasing, negotiations, progress
optimization, the bundling of requirements, make-or-buy, etc. The existing leverage in these areas,
however, has considerably reduced in recent years in purchasing departments applying a professional
approach. The actual starting point for assessing truly significant cost reduction potentials is found
during the development and construction phase already, which is precisely where the specification is
defined and target costing is possible. The choice of materials, definition of the functions fulfilment, as
well as the process definition oriented on the customer value, represent the actual control levers. The
value analysis as a methodological instrument offers starting points for purchasing here, not only in the
development phase, but also for products that have already started their lifecycle, to uncover
substantial possibilities to increase value for the customer as well as for cost reductions.
An interdisciplinary team composed of all specializations is decisive for the successful use of this
method, besides the standardized approach, which is defined by the method. The project objectives
thus defined jointly in the team are pursued continuously, measures for implementation developed and
implemented, and also suppliers are integrated in the team if necessary.

One significant problem for purchasing is due to the fact that the purchasers foremost have
commercial training and are therefore not perceived by the technicians at the company as equal
partners in discussion. This generally prevents the urgently required taking of influence by the
purchasing departments as early as during the development and construction phase of new products.
With the introduction of value analysis and value management through purchasing and the related
qualification of purchasers, this is precisely the point to be taken into account, whereby the possibility
is to be created that permits purchasers to communicate at eye level with engineers in the technical
team.

Project objectives
The following project objectives have been agreed:






Introduction of the method of value analysis and value management at the company and the
subsidiaries
Implementation of a pilot project with at least 15% cost reduction
Following the pilot project implementation, a cost reduction of at least 15% for a new plant
product with simultaneous improvement of the value creating processes as well as logistics
Implementation of at least one value analysis project in the next financial year at all
subsidiaries
Implementation of the method in daily business without additional new jobs being created

Implementation
An interdisciplinary team composed of all specializations is decisive for the successful use of the
method, besides the standardized approach, which is defined by the method. The project objectives
thus defined jointly in the team are pursued continuously, measures for implementation developed and
implemented, and also suppliers are integrated in the team if necessary. To be able to start with this
new approach for our company without complications in project work, we have contracted the
company Krehl & Partner GmbH & Co. KG, Kriegsstraße 113, 76135 Karlsruhe, Mr. Sebastian Meindl,
as an external specialist.
In view of the enormous complexity of the plant to be optimized, it was decided together with Krehl &
Partner to conduct a pilot project on a simple sensor. In order to also ensure that the value analysis is
the expedient method for our purposes, a sensor was selected that already underwent an intense cost
reduction project a few years ago. In addition, significant technical requirements were posed for this
sensor, as it had to work within a narrow tolerance range in an ambient temperature of up to 2012
degrees Fahrenheit (1100 degrees Celsius), as well as in extremely dirty environmental conditions.
The idea related to this was that, if successful with regard to additional cost optimizations of the
sensor, the method has to be suitable in any case for our kind of products.

In result, a cost reduction of 20% was reached in the pilot project already. This demonstrated that the
method is also ideally suited for our purposes in mechanical and plant engineering.

Figure 1: EMG IMH Strip centre sensing system

Project work
In the beginning of the project for the large-scale plant, an interdisciplinary project team composed of
employees from the departments of product management, construction, project planning, service,
purchasing, electrical development, switch cabinet construction, assembly, invoicing, quality
assurance, and the external consultants of Krehl & Partner. Following the kick-off event, the project
team met with the project team members respectively required for the current topics, in order to avoid
that the group of respective participants becomes too large in the active project work.

Figure 2: EMG eMass Electromagnetic Strip Stabilization System

In the analysis phase, the customer requirements for the respective functions were quantified with
more precision and a competitive analysis was conducted, which provided insight into our market
position. By means of the functions analysis, the functions cost situation could then be presented
transparently. In this process, it became quickly clear that individual functions indicated drastic
deviations between the target and actual cost situation. The finding of ideas in the team initially
focused on the cost-driving functions and could then be transferred to the component level (ABC
analysis). In overall 17 team meetings, 189 ideas could be generated this way, which were evaluated
in terms of a potential implementation according to their respective effects on the cost potential and
feasibility.

Figure 3: Cost reduction potentials

Results
The implemented ideas led to a reduction of manufacturing costs of 21%. Furthermore, the number of
components could be reduced significantly, and the logistics process could be organized in a simpler
and thus optimized way.
Half of the reduction in manufacturing costs could be realized in the short term already, i.e. in a period
of up to 6 months. The rest was realized in a period of maximally 1.5 years and then respectively
considered in a redesign.
Besides the project results for the selected plant, the method could also be implemented beyond the
company limits at the subsidiaries. This was achieved by having employees from all subsidiaries be
trained centrally at elexis to qualify as “Value Analysts VDI”. In the scope of this training, which
consisted of 3 modules, a practice project was conducted between the first and second module. Since
all participants selected projects from their own production, the costs for the advanced training
measure could be fully amortized already prior to completion of the measures.
It was ensured in the follow-up that the trained employees implement one value analysis project per
year for own products or processes under their respective agreements on targets at all subsidiaries of
elexis AG.

Conclusion
The introduction of the instrument of value analysis/value management at our company proved to be
the right decision. Even if the reservations of the technical departments were strong in the beginning of
the project, the project objectives could be reached in result.
Through the introduction of the method in an interdisciplinary setting, the cross-functional cooperation
was substantially improved; purchasing could make considerable progress in the development of its
technical competence, the perception and reputation of purchasing was strongly raised, and
purchasers see themselves today as a clearly more active part in the scope of our product design than
was the case prior to the introduction.
For our company, the introduction of value analysis/value management means cost optimization, a
strengthening of competitiveness, process optimization, quality improvement, and realization of true
team work.

