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During tough economic times, enterprises are often forced to look at their 
own internal programs and processes as a means of driving value to the 
overall organization. Spend analysis has risen in prominence as a viable tool 
that allows an enterprise to dig deep into their spend data and utilize that 
information in future savings forecasting and working capital / cash 
management initiatives and programs. The Spend Analysis: Transforming Data 
Into Value study found that enterprises who utilize spend analysis are able to 
achieve considerable gains across the scope of procurement performance 
(cost savings, compliance, spend under management, etc.) However, recent 
Aberdeen research has found that this significant process is of great value to 
the CFO and his / her finance group, as 63% of organizations' finance teams 
are leveraging spend analysis. 

Spend Analysis: A High Value Process 
Spend analysis is relied upon by the procurement group to drive superior 
negotiations and help the sourcing team fuse actionable spend intelligence 
into their pipeline. However, as Figure 1 (below) indicates, this data-digging 
tool is just as valuable a solution to the finance group as it is to the 
purchasing department, as the vast majority (86%) rate spend analysis as a 
high value function. 

Figure 1: The Value of Spend Analysis to the Finance Group 
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Spend analysis has often been qualitatively linked to an uptick in overall 
spend visibility, providing internal groups with a detailed (and clear) view 
into corporate spending. Historically, the procurement group has utilized 
the information gleaned from spend analysis systems to uncover key 
spending patterns and trends, thus leveraging that information to negotiate 
favorable contracts with major suppliers. However, on the outside of the 
purchasing front, the finance group has seen the value of spend analysis in 
driving awareness and visibility into the aspects that are dear to their cause: 
capturing and realizing savings, accurate forecasting and budgeting, and 
superior cash management abilities. 

Finance's View of Spend Analysis 
Current economic conditions, although slowly winding upwards and back to 
pre-recessionary levels, have forced enterprises the world over to focus on 
cost containment and other financially-driven objectives in 2010. Spend 
analysis has a direct link to finance's utmost pressure: identifying and 
forecasting savings opportunities (75%), as evidenced in Figure 2 (below). 

Figure 2: Top Pressures Faced By the Finance Group 
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Seventy-five percent (75%) of CFOs and other finance professionals are 
feeling pressure to consistently produce cost savings in the wake of 
downward economics; spend analysis is the ideal puzzle piece for this group 
to enable real-time visibility into spending and not only drive cost savings, 
but also accurately forecast financial reports that can help executives make 
proper budgetary decisions as 2010 progresses.  

Savings have crossed the borders of a strict procurement metric into the 
financial performance realm; with more focus on driving dollars to the 
bottom-line, CFOs and their teams will require effective spend analysis 
programs to help drive those savings. With savings leakage and erosion as 
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new concerns faced by this group, the finance team must be able to react to 
market pressures and supply risk factors by leveraging the data culled from 
spend analysis systems in their reporting structure. In fact, Aberdeen 
research has found that less than 40% of finance professionals and CFOs are 
currently enriching their spend data with supply risk information, a factor 
which makes savings erosion an even more critical problem area for this 
group. 

Leveraging Savings to Boost Workplace Morale 
The CFO's world, in recent times, has become a more challenging role in 
mitigating outside financial risks while balancing quality and performance 
within the overall organization. As detailed in Figure 2, CFOs and the 
finance group are now focused on driving internal savings; over the course 
of the past two years, many enterprises saw cutbacks in the form of staff 
decreases and budget crunches. This forced enterprises to look to other 
measures to drive corporate value. 

Spend analysis enablement is one such way that CFOs (and other internal 
groups) can not only drive value, but boost morale. By cultivating a 
workplace environment in which external savings are valued higher than 
internal cutbacks, employees can be more productive and focus on driving 
business. 

Spend Analysis Automation 
In the modern business world, enterprises rely on repeatable processes that 
can drive value to the greater organizations. The steps in the spend analysis 
process, including data collection / extraction, enrichment, classification and 
analysis / reporting, must be streamlined and duplicated in real-time fashion 
in order for enterprises to reap significant rewards from this system. By 
automating the cycle of spend analysis processes, enterprises are able to 
avoid manual-based errors (causing major lags in the reporting and analysis 
step) and leverage the 'slice-and-dice' functionalities that enable deep-dives 
into corporate spend data to uncover actionable intelligence. Although 
spend analysis automation has proven to drive value, the majority (61%) of 
finance groups are currently utilizing a manual-based system (Figure 3). 
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Figure 3: Spend Analysis Automation in the Finance Function 

12%

12%

15%61%

Automated classification
and cleansing, but manual
analysis
Automated classification,
cleansing and analysis

Manual classification and
cleansing, automated
analysis
Manual classification,
cleansing and analysis

 
Source: Aberdeen Group, March 2010 

Data from back-end A/P (or even ERP) systems can be outdated and, 
sometimes, not applicable to current sourcing and finance strategies. 
Automated spend analysis systems can give the CFO a real-time view into 
all corporate spending; since spend data is often sprinkled amongst many 
corporate systems, an automated system is needed to consolidate, gathering 
and report on that spend data to give the finance and procurement teams 
actionable intelligence. 

The majority of CFOs and their finance groups are failing to capitalize on 
the gains enabled by spend analysis automation. Aberdeen research has 
found that enterprises leveraging automated spend analysis processes have 
seen a variety of performance benefits, such as: 

• A 30% higher rate of cost savings than enterprises utilizing manual 
spend analysis methods 

• 27% higher rate of spend under management, and; 

• 10% increase in compliance to contracts 

The Best-in-Class Spend Analysis Program 
Best-in-Class enterprises have demonstrated their superior performance 
across the scope of procurement performance metrics, such as spend under 
management, cost savings and contract compliance. Their reliance on spend 
analysis automation, detailed in Figure 4 (below), reflects the notion that 
these top-performing enterprises have leveraged technology to achieve 
desirable performance and drive value to the greater enterprise. 
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Figure 4: Use of Automated Spend Analysis Functionalities 
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Best-in-Class enterprises are actively avoiding the errors and inconsistencies 
associated with manual spend analysis processes by leveraging the following 
automated aspects: 

• Automated data collection from multiple sources (63%) allows these 
top-performers to collect and aggregate spend data from a variety 
of internal sources (G/L, A/P systems, ERP, etc.) in an automated 
fashion, speeding up the data collection process and ensuring 
aggregation is completed in a consistent manner.  

• With configurable reporting tools (45%), Best-in-Class enterprises 
are able to freely configure their spend analysis reports, providing 
multiple possibilities for the 'slice-and-dice' capability of the 
program. This results in data reports that are segregated by any 
number of supplier and category levels and can assist enterprises in 
identifying spending patterns and trends, which is typically the 
gateway to strategic sourcing savings. 

• Automated data classification and cleansing (44%) allows top-
performing enterprises to avoid manual data-handling and institutes 
a process in which spend data is automatically enhanced by certain 
enterprises codes, schemas or data level. With this portion of the 
spend analysis process automated, enterprises can be ensured of 
fewer data errors and more accurate spend information; with spend 
analysis intelligence as a key component of superior strategic 
sourcing, enterprises must ensure that their data is properly 
classified and reflects real-time and accurate information. 
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Recommended Actions for CFOs and Finance 
Executives 
2010 is a critical year for the Chief Financial Officer; after the economic 
downturn crippled many businesses across the globe, enterprises will seek 
to step forward and look to their own inner processes and programs to 
drive value to the overall organization. The following recommended actions 
(tailored for the CFO and its finance group) will help spur the necessary 
performance achievements to assist the greater organization in progressing 
from negative economic conditions and into a new year of business gains. 

• Look at spend analysis as a shared enterprise system. Spend 
analysis is no longer a strict procurement tool; the finance group 
can leverage spend analysis capabilities, specifically the analysis / 
reporting end, to effectively gain real-time visibility into corporate 
spending and leverage that information to accurately forecast and 
develop budgetary items. 

• Automate the sub-processes within spend analysis. CFOs 
often work with "stale" enterprise data; reliance on outdated data 
can have dire effects on forecasting and reporting efforts. 
Automated spend analysis systems can auto-refresh current spend 
data and funnel that information into myriad reports that can be 
analyzed by the CFO and his / her team to execute superior 
business decisions. 

• Enrich spend data with real-time supply risk information. A 
major goal for 2010 is driving cost savings; savings erosion is a 
formidable threat that wastes negotiated savings in financial 
reactions to supply risk issues. Enriching spend data with real-time 
supply risk information will help reduce savings erosion and help 
CFOs drive a higher rate of realized savings to the bottom-line.  
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For more information on this or other research topics, please visit 
www.aberdeen.com.
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