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What Drives Your True Cost? 
 
 
IET worked with a metal forming company to develop software to aid in a total cost 
analysis (fixed and variable) of current products, proposed products and evaluation 
of redesigns. 
 
 
 
The Customer 
 
A leading manufacturer of cold formed components used in many different applications, with 
a strong focus on the powertrain area. 
 
 
 
The Challenge 
 
The client needed the capability to evaluate redesigns and new manufacturing plans for 
current and proposed production components at their facilities in terms of total cost. IET’s 
strategic model had to address supplier costs, overhead expense, labor productivity, utilization, 
and the ability to respond to growth.  
 
 
 
The Solution 
 
IET worked with the team to document the major cost factors. These factors included product 
volumes and routing, direct, indirect and salaried labor, materials, transportation, capital 
equipment, outside processing, production loss and overhead costs, both fixed and variable.  
 
A model was developed based 
on these inputs that predicts 
outputs such as labor costs, 
machine hours and costs 
(capacity planning), outside 
processing costs and total 
costs. The baseline results were 
compared to historical 
performance. IET worked with 
the team to identify 
opportunities for improvement 
and to evaluate capital 
improvements and 
requirements to eliminate 
outside processing under 
staged levels of production, 
process changes and redesigns. 
After validating the baseline, a 
series of scenarios and 
initiatives were defined within 
the model and reviewed for 
resulting cost implications. 


