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Cost reduction on product development process with focus on value

engineering and target costing
M. Lotfi Foroshani

ABSTRACT

Present study presents a combined model of target costing and value engineering in product development
process of one manufacturing — industrial company. Target costing and value engineering are completing
each other because one of them allows to identify those sections in which must be obtained. For this purpose,
in product development process, target costing and value engineering have been employed in three pre-study,
main-study and post study steps based on Society of American Value Engineers (SAVE) standard.in per
study step, the existing concept in relation to product development were identified and in main -study step,
the product was re-engineered according to new concepts. Finally in post-study step, the result from main -
study were validated with regard to company ’s strategy, improving production cost and also goods quality
based on customer needs. Findings show that combination of model of target costing and value engineering,
provided an effective technique in managing production process cost while customer ’s satisfaction remains
in favorable level and thus company could attain competitive advantage.
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