
PROCUREMENT GLOSSARY

Savings Pipeline: A Controlling
Instrument for Genuine Savings in
Procurement
The savings pipeline is a structured controlling instrument that enables procurement

organisations to systematically record and evidence planned, ongoing and realised cost

savings. It maps the entire life cycle of a savings initiative – from the idea through negotiation

to a sustainable target-actual price comparison in the ordering process. In this way, savings

are made visible not as a one-off random figure but as a manageable value contribution of

procurement.
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Key facts at a glance

01 The savings pipeline typically structures savings initiatives into phases such as idea,

validation, negotiation, implementation and confirmation.

02 Only savings actually realised and sustained in the data are considered robust;

pipeline-end figures remain forecasts.

03 Typical categories are hard savings, soft savings, cost avoidance and working capital

effects.

04 The pipeline links strategic initiatives such as volume tiers or volume commitments with

operational controls in order management.

05 Baselines, methodology and responsibilities must be defined in advance, otherwise

savings figures become internally contested.

06 Company size and maturity determine the tool requirement – from spreadsheets to

integration with supply chain analytics.

Definition: savings pipeline

The savings pipeline refers to the systematic management of all procurement savings across their

entire life cycle. It is at once a process, a reporting structure and often also a tool: every initiative
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passes through defined stages with clear ownership and an assessment system. Only once a saving

has permanently arrived in the procurement terms or ordering practice is it recognised as realised.

Distinction from simple savings reporting

A one-off annual report on achieved savings captures only the end result and leaves open how robust it

is. The savings pipeline, by contrast, documents each initiative individually with baseline, lever, status

and the procurement officer responsible. This makes it possible to trace why a target was achieved,

delayed or dropped. This transparency significantly increases the credibility of the figures with

management and the controlling function.

Hard savings and soft savings

Hard savings are directly measurable price or cost reductions, for example through a new volume tier, a

successful competitive bidding process or an improved payment term. They affect the profit and loss

account and can be evidenced in the target-actual price comparison. Soft savings such as process

simplifications through invoice automation, lower ordering costs or less duplicated work are often

assessed qualitatively rather than monetarily. In practice, it is advisable to report both separately in

order to avoid disputes about the validity of the value.

Methods and approach in savings management

An effective savings management process begins long before the first negotiation: it requires defined

baselines, a uniform calculation methodology and a fixed review rhythm. The pipeline itself typically

follows five stages, which can be varied slightly depending on the company.

Pipeline stages from idea to confirmation

A five-stage model is customary: identification, validation, negotiation, implementation and

confirmation. In the identification stage, buyers gather ideas from spend analyses, the sourcing

process, demand requests or an outsourcing opportunity analysis in indirect procurement. In the

validation stage, the team checks whether the baseline is correct and whether the procurement lever is

realistic. After successful negotiation, the initiative is implemented and, in the confirmation stage,

monitored against the baseline in day-to-day order management.

Defining the baseline and measurement methodology

The baseline is the decisive anchor: it defines the price or cost level against which the saving is

measured – in practice frequently the previous year's average, the last valid contract price or a budget

figure. It is important to clarify methodological questions in advance: Are volume effects, quantity or

assortment changes accounted for? How are currency effects and commodity indices treated? Without

binding rules, disputes arise that undermine trust in the savings figures.

Operational anchoring in day-to-day business

A saving only materialises once it is actually ordered. To this end, terms must be stored in the system –
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for example via a well-maintained catalogue management system or a current approved vendor list

(AVL). Price deviations in the ordering process should be detected and resolved via the price deviation

workflow. Supplier onboarding and supplier integration also play a role, so that agreed prices and terms

are cleanly implemented and mapped electronically with the new supplier.

Key KPIs and evaluations of the savings pipeline

KPIs make the pipeline manageable. They show how much potential has been identified, how reliably it

is implemented and how sustainably savings are sustained. For reporting purposes, a lean set of

metrics is sufficient.

Core KPIs at a glance

Typically, four KPIs are distinguished: pipeline volume (sum of all identified and validated initiatives),

conversion rate (share of initiatives that make it through to implementation), realised savings in the

reporting period and sustained savings in a target-actual comparison against the baseline year. In

addition, the degree of spend under management can be recorded, i.e. the share of procurement

volume that is actively managed – this frequently correlates with the leverage effect of procurement.

Schedule accuracy and review rhythm

Alongside the volumes, schedule adherence matters: how many initiatives are completed in the

planned quarter? A monthly or quarterly pipeline review with fixed owners ensures that stalled

initiatives become visible and can be escalated. A simple traffic-light logic that maps status, probability

and expected completion date per initiative has proven effective here.

Avoiding distortions

Two typical distortions need to be controlled: double counting of the same saving across multiple

initiatives and extrapolating pilot results to the total volume. Both effects occur frequently in practice

and lead to overstated figures. A clear allocation of each saving to exactly one initiative and a

conservative extrapolation methodology are therefore standard elements of any robust savings

methodology.

Risks, sustainability and internal acceptance

The greatest weakness of many savings programmes is not the saving itself but its durability and

credibility. Those who report savings only as a negotiation target quickly lose the trust of the CFO level.

Sustainability: sustaining savings

The real control begins after the negotiation. Suppliers often attempt to claw back price reductions

through price increases, changed specifications or additional costs. Countermeasures include

contractual escalation clauses, fixed terms with a volume commitment as consideration, and consistent

inventory and demand management via the stocking strategy. A regular target-actual price comparison

Amplifa Marketplace · Procurement glossary Page 3 of 7



Savings Pipeline: A Controlling Instrument for Genuine Savings in Procurement

per item identifies erosion at an early stage.

Typical risks in practice

Risks arise from poorly defined baselines, a lack of volume coverage or savings that cause additional

costs elsewhere (for example in production or sales). Lack of acceptance in the business departments

can also block initiatives – for example when a saving leads to quality or supplier risks. Early

involvement of the affected areas and a transparent assessment of risks per initiative help here.

Governance and responsibilities

Robust savings figures require clear rules: who validates a baseline? Who approves the handover to

the next stage? Who confirms the realisation at the end of the year? In practice, a simple governance

model with defined roles has proven effective – buyers as owners, controlling as the reviewing body,

management as sponsor. This turns the savings pipeline from a reporting instrument into a genuine

steering instrument.

Current developments and digitalisation

Digitalisation is fundamentally changing savings management. Spend data is now frequently available

in near real time, and AI-supported analyses identify potential automatically rather than manually.

Supply chain analytics and automated opportunity identification

Modern supply chain analytics brings together procurement, consumption and market data and

identifies patterns such as price drift with individual suppliers, fragmentation of procurement volume or

unused volume tiers. Such evaluations provide systematic input for the identification stage of the

pipeline. In practice, this reveals levers that remain invisible in day-to-day operations – for example,

similar parts across multiple sites with significantly different purchase prices.

Automation of ordering and invoice processes

Some of the savings do not arise at the price level at all but in process costs. Invoice automation

significantly reduces the cost per invoice and reduces errors; automated order management lowers

ordering costs and maverick buying. These effects can be recorded in the pipeline as soft savings,

provided the measurement methodology provides for this.

Outlook: AI and dynamic sourcing decisions

AI-supported systems are beginning to prepare negotiation strategies, automatically incorporate

market indices into baseline calculations and make sourcing decisions more dynamic. For the savings

pipeline, this means: identification becomes faster and broader, while validation and sustainability gain

in importance as human control stages. Buyers shift from data gatherers to decision-makers and

negotiators.
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Integration into the procurement organisation

The savings pipeline is not an isolated tool but part of the overall system of procurement management.

It only unfolds its effect in interaction with sourcing strategy, supplier management and operational

processes.

Interaction with the sourcing process and supplier management

Each initiative in the pipeline logically follows the sourcing process: from demand analysis through

enquiry and negotiation to contract implementation. With strategic suppliers, aspects such as

anti-assignment clauses, service level targets per commodity group or joint co-development projects

are part of the negotiation scope. The pipeline documents which terms result from this and how they

contribute to the saving – including non-monetary benefits such as improvements in series start-up

(SOP).

Including the inventory and demand side

Many levers do not work through price but through quantity or inventory: an optimised stocking strategy,

consolidated volume tiers across sites or a reliable service level target per commodity group. These

initiatives belong in the pipeline, even if their assessment is more elaborate. Anyone who leaves them

out significantly underestimates the actual savings potential.

Typical metrics

Metric Typical value

Realised savings typically 3–8% of the addressed procurement volume per annum

Rule of thumb, highly dependent on maturity and sourcing history

Conversion rate frequently 40–60%

Share of identified initiatives that make it through to implementation

Sustained savings > 90% after 12 months

Share of realised savings that has held up in the target-actual

comparison

Spend under management typically 70–90%

Share of volume under active procurement management; correlates

with leverage effect

Practical example

A mid-sized mechanical engineering company with an annual procurement volume of around EUR 60

million introduced a savings pipeline after the management board criticised the previous year's

procurement figures as insufficiently robust. First, baselines were defined for the top 80 per cent of the

volume and agreed with the controlling function. Subsequently, 47 initiatives were identified, of which

Amplifa Marketplace · Procurement glossary Page 5 of 7



Savings Pipeline: A Controlling Instrument for Genuine Savings in Procurement

22 were negotiated in the first year and 19 implemented by the end of the year. A key lever was the

consolidation of purchased parts across two sites with an improved volume tier; another was the

automation of invoice processing with a measurable reduction in process costs.

Baseline workshop with controlling and agreement on a uniform measurement methodology

Quarterly pipeline review with traffic-light logic and defined owners

Anchoring of new terms in order management including a price deviation workflow

Annual target-actual price comparison to confirm sustained savings

Conclusion

The savings pipeline makes procurement success measurable, traceable and manageable. Its value

depends less on the tool than on discipline regarding baselines, methodology and governance.

Companies that consistently track savings across the entire life cycle and anchor them in day-to-day

ordering operations secure sustainable results rather than one-off effects. For technical buyers, it is

therefore a central instrument for demonstrating the contribution of procurement to competitiveness in a

robust way.

Frequently asked questions

? What is a savings pipeline in procurement?

A savings pipeline is a structured system that enables procurement organisations to track all

savings initiatives from idea through negotiation to realised and sustained savings. It consists of

defined phases, clear responsibilities and a uniform measurement methodology. This makes

savings figures transparent and robust in the eyes of the controlling function.

? What is the difference between hard savings and soft savings?

Hard savings are directly measurable cost or price reductions that can be evidenced in the profit

and loss account, for example through new terms and conditions or volume tiers. Soft savings relate

to process improvements such as lower ordering costs or less manual effort and are often assessed

qualitatively. Both should be reported separately.

? How do you calculate procurement savings correctly?

The basis is a defined baseline, for example the last contract price or the previous year's average.

From this, the current actual price multiplied by the actual volume is deducted. Binding rules for

volume, currency and market price effects are important, as well as a clear allocation of each

saving to exactly one initiative in order to avoid double counting.

? Which KPIs belong in a savings pipeline?

Typical metrics include pipeline volume, conversion rate, realised savings per period and sustained

savings in a target-actual comparison against the baseline year. In addition, the share of spend

under management is often recorded. These KPIs show both the leverage effect and the reliability

Amplifa Marketplace · Procurement glossary Page 6 of 7



Savings Pipeline: A Controlling Instrument for Genuine Savings in Procurement

of implementation.

? How do you prevent savings from disappearing again?

The key factor is control after the negotiation: agreed prices must be stored in the system, price

deviations in the ordering process are detected via a price deviation workflow, and contractual

instruments such as escalation clauses secure the agreed terms. A regular target-actual price

comparison per item identifies erosion at an early stage.

? What software do you need for a savings pipeline?

For getting started, a structured spreadsheet with clear phase logic is often sufficient in practice. As

maturity grows, dedicated procurement or spend analytics solutions become worthwhile, calculating

savings per initiative automatically from procurement data. What matters is less the tool than

disciplined application and aligning the methodology with the controlling function.

Find the right suppliers on Amplifa

Verified industrial suppliers in Germany, Austria and Switzerland. Describe your requirement and

receive comparable offers.

amplifa-marketplace.ai
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