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How efficient is your cost reduction management system?

What are your top cost reduction projects and how long does it take you to provide an update on how
those have been progressing over the past 3 months?

How many active projects do you have in your pipeline?

Who is working on which project? Are you prioritizing deployment of your limited resources effectively?

What is the value of your cost reduction project pipeline for the next business year and how many savings
could be achieved based on past run rates?

In which commodities/ categories are your procurement cost reductions generated?

How many of your reported savings are really ‘hard savings’ impacting your P&L?

Common problems in today’s cost reduction management

Lack of standard applications in the market: traditional project management systems do not track the
financial aspects of cost reduction management. Applications which are based on business warehouse
technologies require internal software development.

One set of data/ transparency: cost reduction initiatives are often tracked in multiple databases or even
excel sheets.This leads to fragmented and non-transparent data and makes reporting and preparation
of management decisions difficult and time consuming.

Organizational structure/ number of users: internally developed applications usually do not support a
larger number of users of a database simultaneously and are often difficult to adjust to reflect changes
in the organizational structure.

Forward looking approach: internally developed applications are usually focused on past and actual data
but lack functionality to actively manage future project pipeline. Stakeholders need to be aware how
much project pipeline is required to achieve the defined target - past or assumed future run rates would
provide a valuable source of information. The more mature a cost reduction initiative is, the further forward
looking the project pipeline should be.

Data quality and data consistency/ definitions: project information which is distributed over multiple
databases in the organization makes it difficult to achieve a good quality of data due to the application
of different rules and definitions across the organization.

Efficiency in project conversion/ realization: internally developed applications often lack transparency
of how a project pipeline is converted into actual savings, because history functions for project pipeline
and forecasts are not available.

Validation/ integration with finance function: many cost reduction systems are not integrated with the
company’s finance function, therefore financial validation and reporting of cost reductions are incomplete
or absent as hard savings in the company’s P&L.
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The standard solution

for efficient tracking

and reporting of cost

reduction initiatives

provides solutions to all

these problems
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Highlights

Standard software that can be customized to your organizational structure based on tables and
parameter settings.

One database for all cost reduction initiatives (procurement, lean six sigma/ continuous improvement,
etc.) enabling an unlimited number of users with simultaneous access to the system ensures data
consistency and timely updates.

Standard reports and graphical dashboard allow consolidation and visualization of information for senior
management reporting and decision taking with minimum complexity.

Multi-year functionality to manage the project pipeline supports a forward looking approach and raises
awareness of gaps in the project pipeline to achieve defined targets. It also supports the annual plan
process and a 24 months rolling forecast approach.

Email notification system makes managers and project owners aware of problems with data quality and
monitors corrective actions to be carried out by the project owners. It also provides pre-warning reports about
the amount of projects that are due to be updated within a defined month to prepare for monthly closing.

Forecast history provides historic data about each project and each monthly closing for a defined number
of months. This allows an analysis and comparison of legacy project realization run rates.

Project management system monitors and tracks the actions that are required to close a project and
provides at any given moment a 1 page 4-blocker with all relevant information about the project (descriptions,
update since last month/review, actions, roadblocks, planned vs. forecasted savings, etc.).

Other functionalities

Forecast simulation allows the calculation of the financial impact of an existing project pipeline based
on past actual or assumed future realization run rates.

Validation workflow ensures integration of the finance function in the management of cost reduction
initiatives through full information transparency and preparation of project data for financial validation
within the P&L management.

Monthly KPIs sheet is generated for each entity (plant/ site, region, division, business area, etc.)
automatically and without manual intervention. ‘On track’ KPIs are shown in green, ‘off track’ KPIs in red,
based on monthly and YTD performance and full year forecast.

Difference reports combined with extensive filter functions allow a very detailed variance analysis for
the differences between two forecasts (for example, the current forecast and last month’s or any
other previous forecast). Main drivers of variances are identified at project level.

Project history provides an overview about the development of the key drivers ‘cut-in date’ and ‘project
value’ at level of the individual project.

Project risk analysis analyses your project pipeline to develop backup projects to be prepared in case
your key savings projects fail or provide lower savings.

Utilization of standard definitions guarantees a harmonized cost reduction management approach across
the organization.
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Basic Product Information

Project Core Data

Project name
Project description
Organization
Project owner

Currency
Planned cut-in-date
Forecasted cut-in-date

Last change (who, when)
Category
Sub-category

Project Performance Data

Planned value
Forecaste value by month

Forecasted value total
Explanation how savings are calculated
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Other Functionalities

Project 4 Blocker

Problem statement
Last progress update

Action plan
Roadblocks

Possibility to attach files to a project

Attachments
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Project History

Project history

Development of project value over project lifetime
Development of cut-in date over project lifetime
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Cockpit by Quarter

Cockpit (Group full year forecast by quarter)

Project pipeline by project status (closed, active, pipeline, strategy)
Forecast simulation possible

Comparison against target (annual plan)
Forecast history

Cockpit by Region

Cockpit (Group full year forecast by region)

Project pipeline by project status (closed, active, pipeline, strategy)
for each region
Forecast simulation possible

Comparison against target (annual plan)
Forecast history possible
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Next year forecast report

Closed projects
Active projects
Pipeline projects
Strategy projects
Assumed project realization run rate
Forecast
Comparison of forecast against annual plan
Red: plants with forecast  50% of annual plan target
Orange: plants with forecast between 51% and 74% of annual plan target
Yellow: plants with forecast between 75% and 99% of annual plan target
Green: plants with forecast = 100% of annual plan target

KPI Sheet

Monthly actuals/ forecast for each KPII
YTD performance for each KPI
Full year forecast for each KPI


