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CASE STUDY

As a key part of its digitalization strategy, Signify implemented 
automated should cost analysis for its procurement team, 
integrating robust digital manufacturing simulation with the 
sourcing process while requiring minimal additional effort  
from users.

In this case study, we look at how Signify is using automated 
should cost analysis to drive the greatest savings possible  
(and is now expanding usage to R&D).

Who is Signify?
Headquartered in the Netherlands, Signify is the world leader in lighting for 
consumers, professionals, and the internet of things. They offer conventional, 
LED, and connected lighting solutions. Their innovative lighting solutions are 
supported by 37,000 employees spread across 70 countries. Their 2 billion+ 
LEDs sold have saved the equivalent carbon emissions of 23 million cars.

Problem

Expand Should Cost Analysis by 8x  
to Digitize Procurement
As part of its commitment to global leadership in the lighting industry, Signify 
wants to ensure best-in-class procurement practices, acquiring parts with the 
best cost, quality, and availability possible. To do so, their procurement team 
would need to dramatically expand its capabilities for generating should cost 
analyses for its products purchased from external vendors. 

Company Details

Industry

Lighting

Number of Employees

37,000

Revenue

€6+ billion

Website

https://www.signify.com/en-us

aPriori Products

aP Pro; aP Analytics,  
aP Design; aP Generate

The Problem
Expand Should Cost Analysis  
by 8x to Digitize Procurement

The Solution
Use Digital Manufacturing 
Simulation to Democratize 
Should Cost Analysis

Signify Uses aPriori to Drive 
Procurement Digitalization

https://www.signify.com/en-us
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A “should cost” refers to a projection of a given 
component’s cost if efficient manufacturing and 
distribution practices are followed. A robust 
understanding of what a product should cost can help 
negotiate lower prices, pinpoint opportunities for cost 
reduction, and even foster more collaborative supplier 
relationships. Manual should cost estimation, however, 
is a time-consuming task. The team at Signify knew 
they needed an automated approach in order to hit their 
goal of increasing should cost analysis by 8x in order to 
optimize costs for their diverse portfolio of products.

Learn more about Should Cost Analysis and Negotiation 
in our guide here.

Signify’s procurement team began a partnership with 
aPriori in 2017 to generate select should cost models 
for mechanical parts. This initial engagement proved 
successful, and Signify believed that aPriori was the right 
tool to propel their digital procurement strategy forward.

“�Signify has been engaged in an intensive 
digitalization program for several years. 
Our goal is to use state-of-the-art tools, 
processes, and experts to transform the 
role of procurement toward more focus 
on supplier innovation, cost efficiency, 
and sustainability, with a high degree 
of automation. Procurement has been 
a support function in the past, but it is 
becoming a vital hub to connect different 
departments like R&D, sales, finance, and 
supply chain.”

Solution

Use Digital Manufacturing Simulation 
to Democratize Should Cost Analysis
To reap the benefits of aPriori’s manufacturing insights, 
Signify procurement professionals only need to upload 
a 3D CAD file through a cloud-based web application. 
By simulating manufacturing in a digital factory, aPriori 
provides fast, highly detailed should cost models that 
can be configured to reflect the diverse cost structures 
of real-life suppliers. A procurement professional can 
request a should cost analysis with only a few additional 
clicks. The requester receives an e-mailed report with a 
should cost summary, a more detailed cost breakdown 
in an attached Excel file, and a link to detailed cost and 
manufacturability analysis within aPriori.

Learn how digital manufacturing simulation works in our 
guide here.

No supplier is perfect, and not every supplier is able 
to meet the should costs identified in aPriori. But, by 
providing a detailed breakdown of why a component 
costs what it does, detailed should cost models are the 
perfect foundation for more constructive, collaborative, 
and fact-based supplier negotiations centered on root 
causes rather than confrontations or hard bargaining 
tactics. With data from aPriori, Signify sourcing 
professionals can collaborate with suppliers to develop a 
more efficient cost structure that is mutually beneficial. In 
this way, enhanced should cost analysis can help Signify 
and its suppliers alike stay highly competitive.

https://www.apriori.com/should-cost-analysis/
https://www.apriori.com/should-cost-analysis/
https://www.apriori.com/digital-factory-guide/
https://www.apriori.com/digital-factory-guide/
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“Automation unlocks the potential to do 
a lot more should cost calculations–
and that means the ability to challenge 
more bids. In the past, we were doing 
Excel on demand: non-robust, non-
standardized models, with everyone 
using their own method. Now we use 
automation in aPriori to enable a 
single, standardized methodology 
that is faster than ever. In the past, our 
team could analyze about 1,000 parts 
per year. Now, this number is 10,000+.”

Results 

Cost Transparency for Controlled Cost 
and a Competitive Edge
As part of Signify’s general pursuit of operational 
streamlining through automation, they leverage aPriori to 
democratize should cost analysis. This strategy is rooted 
in their knowledge that automation creates a pipeline 
capable of handling a greater volume of should cost 
requests than ever. Accelerating adoption across the 
organization will be vital to keeping this pipeline full and 
achieving the greatest possible savings. To do so, they 
wanted to ensure that every procurement professional 
is capable of using aPriori to model should costs–even 
those with zero knowledge of the digital factory.

Their first focus was to make the software easy and 
fast to use for procurement professionals. Instead of 
a dedicated should-cost workflow, any buyer can now 
generate a should-cost model with a few clicks and less 
than one minute (even automatically attaching it to the 
RFQ sent out to vendors). This process leaves the full 
breadth of the digital factory in the background for users 
without a need for custom configurations. 

The procurement team’s second step was to create an 
automated process for generating should cost models 
for Signify’s large portfolio of existing parts. This 
automated process is used to identify outliers, allowing 
the procurement team to focus on bringing down costs 
for components with the greatest possible potential for 
savings. As a third step, moving forward, Signify will be 
focused on extending should cost modeling capabilities 
earlier in the product development process, during the 
R&D phase. Over the long term, aPriori will support 
Signify’s goal of performing should cost analysis for 
every product through a simple, automated process.
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WANT TO LEARN MORE?

CLICK HERE to learn more about aPriori manufacturing insights platform.

Looking forward, Signify also has plans to leverage 
aPriori’s sustainability features to build a Design to 
Sustainability Culture, integrating carbon costs with 
their automated should cost modeling strategy. 

You can learn more about Design for Sustainability 
in our guide here.

“�Looking at challenges heading into 2023, 
materials, electricity, and gas prices are 
all increasing. The transparency provided 
by aPriori’s manufacturing data will 
help keep our costs under control and 
contribute to a more sustainable world. 
This is the future of procurement.”

Learn more about how Signify unlocks the extraordinary 
potential of light and why they have chosen to partner 
with aPriori in this 12-minute video clip from our recent 
Manufacturing Insights Conference.

mailto:productcost%40apriori.com?subject=
mailto:apac%40apriori.com?subject=
https://www.apriori.com/manufacturing-insights-platform/
https://share.vidyard.com/watch/5FU8M1rN5xsYLpNtWT6AZA?
https://www.apriori.com/sustainability-guide/
https://www.apriori.com/sustainability-guide/



