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Investing in End-to-End-Pricing is a necessity for organizations of all sizes. Contrary 
to the cost plus method, this approach refers to the comprehensive cost calculation 
from product conception to delivery. Cost Value Engineering (CVE) is one strong 
method to support here. It not only emphasizes on innovative ways to reduce costs, but 
also focuses on augmenting value at the same time. Here are the benefits at a glance:

Why companies should invest
Have you ever thought of Cost Value Engineering?

But how do you perform CVE? Let‘s explore this on the next slides.

Early capture of cost potential

CVE targets capturing cost potential before the start of production, 
allowing fully cost-optimized products from the scratch. 

Focus on value

Customers' needs are moving from purely low-cost products to products 
that offer additional value. CVE emphasizes on reducing costs while 
enhancing value. 

Minimize risks

CVE requires strong collaboration among departments. This enables early 
pricing insight for sales, fostering competitive advantages and 
profitability

Cost Value Engineering 
transforms procurement from 
a cost-cutting function to a 
value-creation engine
Clemens Ulrich
Director | Sourcing & Procurement
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Driving CVE, procurement’s role shifts from mere cost-cutting to cost-optimization 
and value creation and thus becomes a strategic partner for business success. 

How Procurement can strategically utilize levers to contribute to top-line growth. 
Procurement as the secret power of CVE

Year 1 Year n

Maximize Cross-over Effect
Technical levers open new commercial opportunities, 
e.g. standardization for material bundling. These cross-
over effects pave the way for growth opportunities.

Build on Commercial Levers
Commercial levers include traditional procurement 
actions like supplier negotiations and form 
the base layer of cost reductions.

Lever Contribution
to Growth

Drive Top Line Growth
Early integrating supplier innovations into product 
development achieves differentiation and competitive 
advantages

Enable Technical Levers
Levers like standardization and material substitution 
pinpoints cost potentials prior production. This fosters 
cost-efficient products and efficiency right from the start. 

Use Lighthouse Approaches
Adopting proven commercial best practices, such 
as e-auctions, serves as a "lighthouse" approach to capture 
more potential for cost optimization and efficiency.
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Best Practices of CVE that you should know
Let’s make CVE Comprehensive

Ideas, Innovation, 
Concept Evaluation

End of 
Life

Planning
& Specification

Development
& Engineering

Production
& Assembly

Product 
Life

Cost & Value Engineering Value Analysis / Optimization

Design-to-Circular Economy

Design-to-Decarbonization/ Net Zero

Supply Market Intelligence

Desing-to-Cost

Supplier Innovation Roadmaps

Production & Logistics Concepts

Simultaneous Engineering Standardization, Substitution

Supplier Design Feedbacks

Demand Planning

Commodity Strategies

Product Life Cycle SOP

Drive a Holistic Cost 
Management Across Phases
Collaboration among 
R&D, procurement, 
and engineering support 
enables a continuous cost 
management.

Early Leverage The Right 
Approaches
An early and strategic 
application of technical 
levers during ideation, 
planning, and development 
unlocks significant cost 
reduction potential. 

Unlock the Magic of 
Proactive Procurement
Continuous supplier input 
ensures an innovative and 
cost-efficient product up 
to its end of life.

Catch Potentials before Start of 
Production (SOP)
Especially in stages prior SOP, the 
application of CVE provides 
opportunities to drive efficiency.
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How successful companies manage their cost strategies following CVE principles
It’s your turn: Drive the paradigm change

Cost 
Target

Product 
Cost

SOP V1 TimeEOP

• Fast production start
• Late cost reduction

V2) 100% Product Cost Reduction Strategy

V1) 100% Product Cost Avoidance Strategy

• Late production start
• Cost-optimized

SOP V2

Cost 
Target

Product 
Cost

SOP TimeEOP

• Fast production start
• Cost-optimized

100% Cost Optimization Before SOP

Historically, cost management relied on either Cost Avoidance 
(late production start) or Cost Reduction (post-production 
efforts), limiting their overall impact.

New technology like Digital twins and AI-driven simulations 
enable precise design analysis and early identification of 
cost-saving opportunities, ensuring alignment between 
development and production while mitigating late-stage risks.

Today, successful companies target 100% cost optimization before SOP.Traditionally, cost strategies are disconnected. 
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During the product lifecycle, especially in large-scale serial production, manufacturers often assume 
to see a reduction in costs over time due to scale effects and increased productivity.

But the contrary might be the case.

Not only material or labor cost fluctuations, failure to incorporate new technologies or 
underestimated equipment maintenance can outweigh productivity increases. Suppliers tend to 
anticipate later customer pressure for price decreases and anticipate this behavior already in their 
initially offered prices before SOP.

It’s not always as simple as that.
Large-Scale Productions: Scaling Up, Costs down?

Be Brave and Try New Approaches

Promote creativity and open-
mindedness by those involved 
in the product design.

Prioritize on Customer Needs

Focus on actual customer needs rather 
on personal preferences to developed 
features.

Shift Perspectives of Value

Move from what could we invent to what 
should we invent to maximize customer 
value.

So, make sure to focus on CVE and proactively 
optimize your costs in advance. 02

01

03

Steps to avoid traditional traps
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Transparent collaboration and aligned strategies between procurement and sales is 
crucial to increase value and efficiently manage costs. Here is how:

Despite the advantages, procurement should balance transparency to maintain 
negotiation leverage. By using approaches such as Design-to-Cost and cost 
breakdowns, procurement focuses on target costs rather than solely relying on 
market prices.

Transparent collaboration between Sales and Procurement drives successful CVE
Teamwork makes the dream work

Provide insights to market trends and conditions 

Procurement can mitigate price volatility and supply risks by utilizing market 
indices and incorporating favorable clauses early in supplier contracts. 
This also supports informed decision-making on sales side. 

Educate Sales about Agreements

If procurement negotiates price parity agreements with suppliers, sales must 
reflect and uphold these agreements in their negotiations with customers. 

Know the highest achievable market price

Sales must strive for the highest achievable market price. Sales teams often 
prioritize growth targets and customer turnover, which can result in 
overlooking achievable market prices.

Achievable Sales 
Market Price

Target Sales 
Price

Target 
Cost

Achievable Supply
Market Price

Chinese Wall

From Procurement to Sales
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CVE requires changing the way of collaboration and selection of suppliers 
Rethink supplier selection and collaboration

Price

Delivery Quality

Transparency Shared Values and Expectations CVE-Principles

Sustainability
Prioritize environmentally & socially 
responsible suppliers

Resilience
Select partners withstanding 
supply chain disruptions

Price
Drive competitive pricing

Innovation & Digitalization
Emphasize on advanced 

technology capabilities

Performance
Ensure reliable delivery, quality & 

clear communication

… to a holistic approach creating continuous value.From a traditional focus …
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To get started with CVE and realize its full potential, consider the following steps:

How to start driving CVE
First Steps to Unlock Value

Involve Procurement Early

Engage procurement teams during the product design and 
development phases to integrate cost-efficient and innovative 
solutions.

Promote Cross-Functional Collaboration: 

Facilitate open communication between procurement, engineering, 
and sales to ensure seamless alignment on goals and strategies.

Leverage Technical and Commercial Levers: 

Utilize advanced tools such as digital twins and supplier innovation 
roadmaps to capture cost-saving opportunities before production begins.

02
01

03
Focus on Sustainability: 

Prioritize eco-friendly design and supplier selection to align with 
corporate sustainability goals and meet customer expectations.04

Benefits through Cost Value Engineering

Cost
Savings

Improved 
sustainability

Improved
Quality

Customer 
Satisfaction

Increased 
Profit Margins

Enhanced 
Communication
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Feel free to contact us!
Any questions?

Clemens Ulrich
Director | Sourcing & Procurement

Kathrin Rosenthal-Gabrol
Senior Manager | Sourcing & Procurement

Tel.: +49 911 2307459

Mobile: +49 151 5800 2277

clulrich@deloitte.de

Tel.: +49 69 971375500

Mobile: +49 151 1917 6031

krosenthalgabrol@deloitte.de
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