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ABSTRACT 

The lack of effective procurement spending analysis is often considered as a corporate epidemic that is 

keeping businesses from controlling costs and improve performance from their current mammoth 

procurement spend. Insufficient visibility and analysis of corporate spending information limit 

businesses ability to understand spending patterns, maximize buying leverage, execute informed 

sourcing and supply management decisions. Whereas effective spend analysis drive continuous 

improvement in contract compliance and supplier performance, optimize budgeting and planning, and 

the impact of change in cost and inflation. Dashen bank as a growing and expanding bank has 

deployed critical and often exorbitant information technology infrastructure, under take several own 

building construction and procure products and services, whereas the banks procurement appetite, 

variety, and complexity are continuously increasing and on the other hand the lead time for 

procurement is shortening. As the result, the understandings of procurement spend analysis and its 

effectiveness has vital importance and deserves close investigation. The study adopts a descriptive 

research method as it is more appropriate to portray a more accurate profile of practices, process or 

operations in relation to spend analysis in particular reference to Dashen Bank. As a case study, the 

research also involves an empirical investigation of the contemporary phenomenon within its real life 

context and provides a rich understanding of the context of the research. The data for the study was 

collected from 31 employees of Dashen Bank using structured questionnaire and structured interview 

from selected key staff. The questionnaire data were analysed using descriptive statistics and data 

from interview and document reviews were interpreted qualitatively. Therefore, in order to realize 

effective procurement spend analysis, there is compelling reasons for Dashen to develop new spend 

analysis programme and implement relevant tools, processes, enhancing competency of procurement 

spend analysis in order to achieving full spend visibility. 

Key word: Procurement, Supply Management, Spend Data Management, procurement spending 

analysis, Category Management, Purchasing Portfolio management. 
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Chapter 1: Introduction  

1.1Background of the study. 

The lack of effective procurement Spending analysis (Aberdeen, 2003 p.12) is corporate 

epidemics that is keeping businesses from controlling costs and improve performance from their 

current mammoth and increasing procurement spend. The effectiveness of procurement function 

in an organization is one of the most important issues that should take into account the strategic 

influence and this means the procurement has to be considered not merely as functional but 

strategic at level of involvement and decision making.  

Insufficient visibility and analysis of corporate spending information limit businesses ability to 

understand spending patterns, maximize buying leverage, execute informed sourcing and supply 

management decisions. Whereas effective spend analysis drive continuous improvement in 

contract compliance and supplier performance, optimize budgeting and planning, and the impact 

of change in cost and inflation. 

The procurement strategy is one of the corporate strategies that have gained great attention in 

recent days in response to the changing and competitive environment. It needs to be aligned with 

corporate strategy and objectives in order to ensure not only procurement but overall corporate 

performance. It is seen as one of the critical function of an organization with the potential to; 

save cost, improve operational efficiency, access to trusted suppliers, and improve in quality of 

product or service, sharing of best practices among others. The representation of the strategic 

procurement can be described in terms of its environment and structure, and what activities take 

place in the supply link.  

General performance indicators of the supply chain in terms of time, quality, flexibility and cost 

are used to measure efficiency and effectiveness. It is in everyone‗s interest in the organization to 

maximize the utilization of the resources. Successful Procurement Spend management initiatives 

need to be aligned with the business strategy and have full commitment from the top 

management.  

Dashen as one of the well established bank and pioneering the introduction of new banking value 

proposition as the same time expanding in its traditional branch outlets in the Ethiopian banking 

industry is taken as a case in point and analyzed. Whether Dashen banks procurement strategy 

particularly its procurement spend analysis has enabled it to attain better performance and cost 

saving is what this study unfold. In doing so, the study will examine local and global best 

practice and trends. 

Thus, how well and in what manner does Dashen bank sees and considers its procurement 

function in its business strategy and particularly its procurement spend analysis and its impact 
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and contribution for performance enhancement and cost saving is an interesting case in point in 

this study. 

1.2: Statement of the problem 

Dashen bank as growing and expanding bank has deployed critical and often exorbitant 

information technology infrastructure, under take several own building construction and procure 

products and services such as furniture and fixtures, office and other equipments, hardware and 

software, vehicles , stationery, printing and supplies, advertisement, entertainment professional 

fee and proprietary charges ,insurance transportation,  maintenance and repair. 

 On the one hand the banks procurement appetite, variety, and complexity are continuously 

increasing and on the other hand the lead time for procurement is shortening. As the result, the 

understandings of procurement spend analysis and its effectiveness has vital importance and 

deserves close investigation.   

Purchasing plays a key role for the attainment of banks objectives by providing right quality of 

inputs for users at the right time and cost. However, the purchasing to be effective the 

procurement spend analysis is the first and crucial step for the procurement department and the 

bank as a whole should play their role effectively. Despite the critical role spend data plays in 

supply management strategies and decisions, only half of businesses currently have formal 

procedures for managing and analyzing spend data (Aberdeen, 2011).  

Procurement Spending data in Dashen bank is located in multiple systems across the enterprise, 

including accounts payable (AP), general ledger (GL), purchasing, and legacy systems. As these 

systems were designed for transaction processing and control, not reporting and analysis, 

detailed information needed for effective spend data classification and analysis is often found in 

unstructured data which is inaccurate and incomplete. Identifying patterns and savings 

opportunities amongst aggregate spending data require considerable analysis whereas there exists 

a Labour-intensive cleansing and classification processes on ad hoc basis in Dashen bank. 

As Dashen bank is aspiring to grow and expand in the current dynamic environment, the ability 

to access, manage, and analyse spending data based on timely accurate and detailed data impede 

its ability for developing sound strategies, spotting saving opportunity, areas of critical 

importance which are critical for sustainable competitive advantage. 

Cognizant to these fact, the study assess the procurement spend analysis in Dashen bank, identify  

gaps and come up with proposed solution and recommendation that help for performance 

improvement and cost saving. 
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1.3: Research Question 

The research intends to answer what the effect of procurement spend analysis decision is in 

Dashen Bank S.C. The specific questions the research tries to answer are following:-  

1. How procurement spends data is identified, collected, cleansed and categorized in Dashen 

bank? 

2. How is procurement spend data is analysed and utilised in Dashen bank and what are its basic 

objectives?  

3. How is the level of creating repetitive process (automation and systems) are used to undertake 

procurement spend analysis and motivate efficient purchasing? How is category team 

organized and managed?  

4. What is the level and practise of category management in Dashen bank?  

5. What is the level of competency level of competency of procurement function and staff 

involved in the procurement process in Dashen bank?  

1.4: Research objective 

The major objective of this study is to illuminate on the prevailing procurement spend analysis 

practice in Dashen bank and to bridge the research gaps by trying to relate procurement spend 

analysis for cost saving, and more so dig deeper on what procurement spend analysis practiced in 

Dashen bank where it needs to work for it to be competitive, also find out the challenges 

encountered regarding adoption of effective procurement spend analysis and its  benefits and 

contribution for the attainment of overall business objective in Dashen bank. 

Try to unfold the advantages of regularly conducting spending analysis to identify irregularities 

or improvement opportunities as spend analysis, is a key responsibility of not only the 

purchasing function but also corporate objective and the understanding growing importance of 

the purchasing profession and supply chain management, and what this means for bank like 

Dashen bank and come up with possible solution for identified gaps based on current theory 

knowledge and best practices available.  

This study aims at critically reviewing the procurement spend analysis, assessing the variables 

that influence its efficiency and examine the implication of the prevalent purchasing practice on 

banks performance.  

The study has the following specific objectives: 

1. Assess the level and practise of procurement spend analysis in Dashen bank. 
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2. Assess the challenges procurement spend initiatives and category management in Dashen 

bank? 

3. Assess the tools, systems and organizations of procurement spend data for the improvement of 

performance.   

1.5: Significance of the Study 

Taking into account Dashen banks huge procurement spend is in hundreds of millions birr terms, 

thus, the study underscore the benefit of procurement spend analysis for better performance of 

the banks procurement function, staff, managers and the bank as a whole.    

The study will ignite interest in Dashen bank and knock the door of supply chain managers and 

executives at all levels to provide procurement and especially procurement spend analysis the 

attention it deserves. 

This study will be a whistle blower to the banking industry practitioners as well as consultants 

and IT solution providers in developing better practice and tools for effective procurement spend 

analysis. It make its own contribution to enhance the process and application of effective spend 

analysis in Dashen bank and can also be bench marked by  other banks, propose best practices of 

spend analysis can be conducted by the purchasing function. 

1.6: Scope of the study 

This study was undertaken to assess the effect of procurement spend analysis in Dashen bank. To 

this end, the required information and data is gathered basically from Dashen bank and its 

procurement expenditure and product service suppliers and its functional and operational policies 

and procedures of procurement. 

Therefore, assess the current procurement spend analysis practise, gaps, drawbacks in Dashen 

bank and aims to suggest possible solutions.  

 1.7: Limitation of the study 

It is difficult to obtain adequate data from published articles; journals concerning the 

procurement spend analysis in the banking sector that relates to performance improvement and 

cost saving in the Ethiopian banking as well as other industries and as result of this, the study 

heavily rely contemporary literature review largely on foreign firms experiences.  

The willingness of banks management, to let access to a variety of secondary data, inconsistency 

of data and level of cooperation of the respondents in filling the questionnaires and appear for 

interview may limit the outcome of the research. Moreover, lack of relevant and up to date 

literatures could also be a constraint during the study. 
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1.8: Definition of terms 

Supply chain management encompasses the planning and management of all activities involved 

in sourcing and procurement, conversion, and all logistics management activities. Importantly, it 

also includes coordination and collaboration with channel partners, which can be suppliers, 

intermediaries, third party service providers, and customers. In essence, supply chain 

management integrates supply and demand management within and across companies.‖ 

Logistics management is that part of supply chain management that plans, implements, and 

controls the efficient, effective forward and reverse flow and storage of goods, services and 

related information between the point of origin and the point of consumption in order to meet 

customers‘ requirements.‖ (http://cscmp.org/AboutCSCMP/Definitions/Definitions.asp) 

Purchasing is (Paul &brain,2000 p;2) the process by which a company or other organizations 

contact third parties to obtain goods and services required to fulfil in most timely and cost 

effective manner.   

Procurement strategy is (Paul &brain,2000 p;13) identifying, selecting, and implementing an 

overall change programmer designed to place the procurement process at the heart of a business 

so enabling it make the maximum contribution to corporate profitability while gaining 

competitive edge. 

Procurement strategy is the development of ways of approaching and interacting with the supply 

market, taking into account of not only the present situation but also it might develop in the 

future. 

 Spend analysis Procurement Performance Measurement is an approach to monitor and evaluate 

purchasing performance. This is enabled by setting different performance measures in order to 

compare and track the actual progress against the historical or/and benchmark performance 

or/and the objective. Procurement performance measurement provides a systematic approach to 

evaluate and monitor purchasing performance and enables better decision making, supports 

better communication, provides performance feedback as well as motivates and directs employee 

behavior towards desired results. (Monczka, 2011) 

Spend Analysis. Spend analysis according to Monczka‘s et al. (2011) definition is a tool to track 

an organization‘s spend according to who is buying, how much is being spent, what is being 

bought and from which suppliers. The ability to access, manage, and analyze spend based on 

timely, accurate, and detailed data is the first instance in developing sound sourcing strategies, 

spotting savings opportunities and areas of critical importance, monitoring contract compliance, 

comparing against the allocated budget, and communicating strategies to top management.  

1.10: Organization of the study 

The paper consists five chapters. The first chapter deals with the introduction part that consists of 

background of the study, statements of the problem, objectives of the study, significances of the 

http://cscmp.org/AboutCSCMP/Definitions/Definitions.asp
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study, scope of the study and limitation of the study. Chapter 2 contains a review of the related 

literature. The research design and methodology is presented in chapter 3. In chapter four, the 

results and findings of the study will be discussed. 

Finally, the last chapter deals with the summary of findings, conclusions and recommendations 

that is forwarded both by the respondents and by researcher based on the result obtained 
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Chapter 2: Literature Review 

The purchasing function in supply chain management contributes directly to the operating results 

and profitability of an organization. The fact that purchasing spend of an organisation is a 

considerable portion of its financial resource highlights it‘s potential for performance 

improvement and cost saving. 

Supply Chain Management addresses many aspects of a business, and it can be even more 

complex for an organization where both goods and services play a key role. The aim of this 

literature is to provide what is found in the body knowledge and to investigate pathways to 

achieving procurement performance and cost efficiencies through effective procurement spend 

analysis.  

With globalisation and the freeing of international trade barriers, supply chains have become 

more extended and complex. Correspondingly, there has been a shift from a regional to a global 

supply base to take advantage of lower manufacturing costs and availability of technical skills. 

Most firms have worked diligently to improve those parts of the supply chain that are under their 

direct control (Trent 2007). He says that they have reached a point of diminishing return in 

optimising their internal processes. Thus, logically the next major source of improvements is in 

supply management. 

It is estimated that 50% to 70% of an organization‘s total cost comes from external purchase of 

goods and services. The efficient flow of materials, supplies, and services at the right time and 

place streamlines the process and can thus significantly reduce cost. (ISM 2010). 

Over the years, purchasing and supply management has evolved considerably. There is an 

increasing focus on this discipline from the business community. An effective and efficient 

purchasing and supply function can make a significant contribution to the results of a company. 

As a result, organisations need to channel their efforts into moving away from the traditional 

methods and develop a more strategic role in the organisation.(VanWeele 2005) 

2.2: Supply Chain Management 

The supply chain is now an internationally used term and encompasses activities involved in 

producing and delivering a final product or service, from the supplier's supplier to the customer's 

customer. Gibson et al (2005) say that since the term SCM first appeared, there have been 

numerous definitions of a supply chain. Harland (1996, Page 1) describes supply chain 

management as ―managing business activities and relationships internally within an organization, 

with immediate suppliers, with first and second-tier suppliers and customers along the supply 

chain, and with the entire supply chain‖. 
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Lambert & Cooper (2000, Page 1) state the definition of SCM ―Supply Chain Management is the 

integration of key business processes from end user through original suppliers that provides 

products, services, and information that add value for customers and other stakeholders. 

Mentzer et al (2001, Page 4) say ―A supply chain is defined as a set of three or more entities 

(organizations or individuals} directly involved in the upstream and downstream flows of 

products, services, finances and/or information from a source to a customer‖. 

Handfield and Nichols (2002, Page 8) define the supply chain as ―encompasses all organizations 

and activities associated with the flow and transformation of goods from the raw materials stage, 

through to the end user, as well as the associated information flows. Material and information 

flows both up and down the supply chain‖. They define ―Supply chain management (SCM) is the 

integration and management of supply chain organizations and activities through cooperative 

organizational relationships, effective business processes, and high levels of information sharing 

to create high-performing value systems that provide member organizations a sustainable 

competitive advantage. 

Christopher (2005, Page 5) defines the Supply chain as ―The management of upstream and 

downstream relationships with suppliers and customers to deliver superior customer value at less 

cost to the supply chain as a whole‖. 

Ballou (2007) says that a supply chain refers to all those activities associated with the 

transformation and flow of goods and services, including their attendant information flows, from 

the sources of raw materials to end users. 

Simchi-Levi et al (2008, Page 1) define Supply Chain Management as ―a set of approaches 

utilized to efficiently integrate suppliers, manufactures, warehouses, and stores, so that 

merchandise is produced and distributed at the right quantities, to the right locations, and at the 

right time, in order to minimize system wide costs while satisfying service level requirements‖. 

The Council of Supply Chain Management Professionals (CSCMP 2010) has defined supply 

chain management as: 

―Supply chain management encompasses the planning and management of all activities involved 

in sourcing and procurement, conversion, and all logistics management activities. Importantly, it 

also includes coordination and collaboration with channel partners, which can be suppliers, 

intermediaries, third party service providers, and customers. In essence, supply chain 

management integrates supply and demand management within and across companies‖. 

Logistics is also very frequently used in conjunction with supply chains. The Council of Supply 

Chain Management Professionals (CSCMP 2010) defines it as 
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―Logistics is that part of the Supply chain process that plans, implements, and controls the 

efficient, effective flow and storage of goods, services, and related information from the point of 

origin to the point of consumption in order to meet customer‘s requirements‖. 

Ballou (2007) further goes on to differentiate between logistics and SCM. He views SCM as 

managing product flows across multiple enterprises and logistics as managing the product flow 

activities just within the firm. He concludes that logistics is now a subset of SCM and is 

primarily concerned with activity administration.                               

Inter-functional and inter-organizational management are now within the purview of SCM rather 

than logistics. Furthermore purchasing and production are now included within the scope of 

SCM. As a result, SCM is responsible for 70-80 percent of the cost of sales for many firms. 

Stock and Boyer (2009) researched the various definitions of SCM with purpose of arriving at a 

consensus. They argue that there is no uniform agreed definition of SCM and an integrated 

definition will greatly improve researchers in the field. They have proposed a consensus 

definition of SCM as ―The management of a network of relationships within a firm and between 

interdependent organizations and business units consisting of material suppliers, purchasing, 

production facilities, logistics, marketing, and related systems that facilitate the forward and 

reverse flow of materials, services, finances and information from the original producer to final 

customer with the benefits of adding value, maximizing profitability through efficiencies, and 

achieving customer satisfaction‖ 

In summary, the role of SCM must cover both the strategic elements and the key activities within 

an organisation. Supplier and customer collaboration is seen as a key component of SCM. 

(Gibson et al). 

2.3: Service Supply Chains 

Historically supply chain management has been focussed on manufactured goods (Ellram 2004). 

However services are becoming exceedingly important and the service sector growth has been 

phenomenal. Outsourcing of services has seen a tremendous growth. Van Weele (2005) states 

that in developed countries, services account for over 65% of employment. 

Management is about the planning and management of activities from support functions to the 

delivery of end-user services. The flow of materials may vary wildly from being almost 

negligible in some situation considerable amount. Thus techniques developed for SCM may need 

to be refined. According to Ellram (2004), most supply chain models focus on the flow of goods 

and this is the obvious link that is missing in the services supply chain. Voudoris et al (2008) 

further go on to say that the most important characteristic is the lack of physical transformation 

of the product and the absence of a clear, well-defined relationship between input, throughput 

and output. They also say that whilst the spend may be lower, there is tremendous variety in the 

services being purchased. 
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Ellram (2004, Page 17) further states that the services spend has not been managed well and 

purchasing control has been very limited. Thus she modifies the definition of a supply chain for 

professional services as follows ―Supply chain management is the management of information, 

processes, capacity, service performance and funds from the earliest supplier to the ultimate 

customer.‖ 

Voudoris et al (2008) argue that service companies do not have the luxury of using concepts like 

centralizing manufacturing or relocating the warehouse to reduce costs as people must be co-

located near the customers. However there are other concepts like off-shoring and centralising 

systems that can achieve the same result. It must also be noted that service level agreements 

(SLA) and statements of work (SOW) are not as precise as manufacturing specifications for 

goods and service performance is not as easy to measure as product quality. 

2.4 Purchasing and Supply Management 

The term purchasing can be defined as ―the day-to-day management of material flows and 

information‖. Identifying suppliers, buying, negotiating, contracting, and optimizing terms and 

conditions represent typical purchasing activities (Monczka et al., 2005). 

Procurement is defined as ―Securing supplies, materials and services of the right quality in the 

right quantity at the right time from the right place (source) at the right cost (Emmett and 

Crocker 2008, Page 1). They add that these five ―rights‖ are inter-related and not mutually 

exclusive. This implies that procurement is even broader in scope. Procurement ―includes 

specification development, value analysis, supplier market research, negotiation, buying 

activities, contract administration, inventory control, traffic, receiving, and stores‖ (ISM, 2006, 

page 25) 

In contrast, the term supply management is strategic by nature. ISM (2010a, Page 1) defines it as 

―The identification, acquisition, access, positioning, management of resources and related 

capabilities the organization needs or potentially needs in the attainment of its strategic 

objectives. 

Supply management is a cross-functional, proactive process for obtaining goods and services that 

features the active management and involvement of suppliers (Trent 2007). 

 It involves the Identifying total requirements for the supply chain network; Developing supply 

strategies; Evaluating and selecting suppliers; Managing and developing suppliers to realise 

performance advantages and Understanding what it costs. 

A supply strategy typically refers to key decisions that must be made in constructing the 

―supply‖ side of a supply chain whilst keeping other aspects in perspective. It includes the 

purchasing organisation structure (centralised or decentralised), number of suppliers, the type of 

relationship between the suppliers and the buyer, the length of contract. 
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A supply strategy is closely linked to the supply chain strategy and derives feedback from the 

procurement cycle. As can be seen below, a number of factors in the strategic sourcing and 

supply chain management areas have an influence on the procurement cycle. 

Because of the important impact of supply management on business results, the top supply 

management professional should be recognized as a key source of input and included in the 

overall business strategy development (ISM 2010) 

A Technical Dimension that is mainly about the functionality, specification and quality of the 

goods or service to be purchased. The key activities here are the specification of goods and 

services to be purchased, auditing supplier‘s quality organisation, value analysis, quality Control, 

supplier selection and drawing up of the contract. The Commercial dimension of procurement, 

which is mainly about the relationship with the suppliers and contractual conditions, is to be 

negotiated. The key activities here are supply market research, supplier visits, request for 

quotations, evaluation of quotations and supplier negotiations.  

A Logistical dimension which is about activities required to optimise the flow of materials from 

the supplier until it is consumed. It pertains to activities like ordering policies, delivery reliability 

etc. Each step of the process can be subject to manual handling, errors, decisions and costs 

quickly add up. It can be streamlined with systems based processes and information technology. 

An analysis of costs in a typical organisation reveals largest part of the costs of goods (COGS) 

sold                                                                                                                                                                                                                                                                                                  

purchased materials and services. This figure can be as high as 50%. Including other business 

costs that have a purchasing component can push this figure up to 68%. (Van Weele 2005) 

Van Weele (2005) goes on to say that a saving of 2% on purchased materials and services can 

lead to a 9.2% improvement of return on capital employed. The reverse is also true as a lack of a 

well defined process can lead to an unforeseen financial loss. 

His observation is that highly successful companies with a mature purchasing organisation have 

well defined processes. Such processes are standardized, can be consistently executed, can 

deliver expected outcomes and are deeply embedded in daily workflows. 

Emmett & Crocker (2008) describe a number of best practices in procurement to achieve 

excellence with a view to optimising costs and adding value. 

Firstly based on their definition of procurement about ―securing supplies, materials and services 

of the right quality in the right quantity at the right time from the right place (source) at the right 

cost‖, they propose the following: 

The ―right quality‖ requires precise specifications to be agreed with the buyer. Best practices in 

this area are supplier quality reviews, use of correct material specifications, standardisation etc. 
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The ―right quantity‖ is important to manage inventory, transport, negotiate volume discounts and 

manage production. Best practices in this area are having a wider procurement / supply chain 

view of requirements that begins with establishing a demand plan all the way through use of 

techniques like JIT for inventory control, management of obsolescence, warehouse management 

and transport through to delivery. 

The ―right time‖ to buy can be influenced by researching market conditions, supply lead-time, 

production schedules all of which require a good view of customer demand. 

The ―right place‖ is about initial supplier selection and also ensuring delivery of goods or 

services to the correct location. 

The ―right price‖ cannot be stressed enough. Best practices to ensure this are market research, 

spend analysis and TCO (Total Cost of Ownership) approach for capital items. 

2.6: Spend Analysis 

2.6.1: Spend Data Management 

Spend data management – also referred to as spending analysis -- is the process of aggregating, 

classifying, and leveraging spend data for the purpose of reducing costs, improving operational 

performance, and ensuring compliance. Aberdeen has identified five attributes of effective 

spending analysis data management and spending analysis programs. 

1. Extract — support automated extraction of all spend data from internal and external 

business systems 

2. Validate — ensure spending data files are accurate and complete. 

3. Cleanse and classify — enable efficient, accurate, and preferably automated 

rationalization and classification of data elements and attributes. Eliminate discrepancies 

between incongruent naming conventions and map spend data to industry- standard 

classification systems (e.g., UNSPSC, eCl@ss) or enterprisespecific taxonomies. 

4. Enhance — enhance cleansed spending data with complementary business information, 

including existing contract terms, alternative parts references, suppliers‘ financial status 

and performance information, minority, woman-owned business (MWOB) status, etc. 

5. Analyze — support role-based analysis of actionable spending information. Enable 

export of cleansed and enhanced spending information to third-party analytical tools. 

Spend analysis is the examination of the volume and value of purchasing transactions that an 

organisation makes. It is essential for the following reasons: 
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• To understand what goods and services are bought, who purchases them, and where they 

are bought from. 

• To identify expenditure that is critical to the delivery of the council‘s services (such as 

waste disposal services) and expenditure that supports the smooth running of the council 

(such as office supplies). This information can then be used to identify opportunities to 

minimise risk and ensure continuity of service for these business-critical services by 

establishing longer-term contracts and developing contingency arrangements. 

• To define how many transactions the council processes with suppliers (such as the 

number of orders and invoices) and identify opportunities to consolidate expenditure or 

invoices. 

• To understand how many suppliers the council purchases from, how much the council 

spends with individual suppliers and which suppliers the council spends the most with. 

• To calculate the potential spend savings from e-procurement and to identify opportunities 

for process efficiencies. 

• To understand what system controls and management information are in place to 

encourage and to enforce the use of corporate contracts. For example, does the council‘s 

purchasing system control which suppliers‘ orders can be placed with? Are there reports 

available of invoices received for which there is no purchase order? 

Spend management presents a holistic view of the activities involved in the ―procure-to-pay‖ 

process. This process includes, for example, sourcing, purchasing, goods receiving, payment 

settlement, and management of accounts payable and general ledger accounts. In short, spend 

management is the way in which organisations control their spending. Whether the money is spent 

on goods or services for direct inputs (for example raw materials used in the manufacturing of 

products), indirect material (for example office supplies), or services (for example temporary and 

contract labour), organisations need a mechanism by which they are able to control and reduce 

costs related to procurement. 

Successful spend management initiatives need to be aligned with the business strategy and have 

full commitment from the top management. Thus procurement should be recognised as a bottom-

line driven activity contributing through reductions in end products‘ costs and finding supplier 

with new innovations. 

To be able to identify any sourcing opportunities, visibility to the current and past spending is 

needed. This enables the buying organisation to enjoy a comprehensive view on the metrics that 

drive improved cost and process efficiency as well as supply chain performance through analysis 

of bottlenecks. Monitoring how well the suppliers are currently performing enables to see the need 

for development activities and thus the targets for the future. 
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Unfortunately most organisations do not have an end-to-end view on their spending. If the 

organisation‘s systems and processes do not provide timely and accurate spend data, it can result 

in sourcing decisions being based on intuition rather than facts. In addition many organisations fail 

to realise the cost saving potential because they do not link the spend analysis output to their 

strategic sourcing decisions. The foundation for efficient procurement is systematic analysis of 

spend data. It helps organisations to uncover the potential and required sourcing development 

activities. These activities may vary from renegotiating current contracts for better payment terms 

to insights on internal compliance with contracts, spending patterns, supplier commitments, and 

supplier performance. 

Spend analysis should be the foundation on which sourcing initiatives are based on. It creates an 

understanding of the spend structure. The analysis is conducted by coupling spend data with 

analytical methods and tools. 

Spend analysis plays a crucial role throughout the entire supplier relationship life cycle, from cost 

cutting opportunity identification to contract compliance. Opportunities identified through spend 

analysis are, however, not leveraged in most organisations.  

Spend analysis is followed by a detailed implementation roadmap that involves all critical 

stakeholders. The roadmap includes, for example, prioritisation of the identified sourcing 

opportunities and an initial schedule for needed development activities to realise these 

opportunities. The outcome of spend analysis should be reviewed across business functions in 

order to together determine the proper actions that are needed. A cross-functional review can also 

help in increasing spend under management as information and views are shared between 

organisational units.  

Organisational roles and responsibilities need to be assigned to start realising and tracking the 

targeted savings. Thus, in some cases the outcome of spend analysis can impact the overall 

structure of the procurement organisation. As item categories are identified, each category should 

have a manager assigned to coordinate the organisation-wide procurement of the (category‘s) 

items in question. Each unit, on the other hand, should have a purchasing team responsible for the 

operational purchasing activities. Purchase department is responsible both for the quality of 

company‘s acquired products and services, and for their purchasing decisions on where, what and 

when to buy those materials. Indeed, spend analysis is the tool that can support buyers to 

successfully analyze and manage their spend data, while seeking opportunities to improve 

processes and increase future cost savings. 

Since the survey results point out that those systems are still in the early stage of n development 

and roughly half of the participating organizations have still not deployed this technology. This 

finding indicates that the market of business intelligence applications should continue to grow in 

the next couple of years. 
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Most organizations still performing their spend analysis activities manually without the 

deployment of spend analysis solutions to automate the extraction, aggregation and analysis of 

their spend data. 

Unfortunately, the spend data are stored in diverse transaction systems, which are not integrated 

with each other, and do not support reporting and analytical functions. These systems frequently 

accumulate redundant data across different regions and company‘s subsidiaries, making harder the 

analysis of this data. 

The explanation for the poor usage of spend analysis tools by companies, it may be that many 

organizations either have not started to invest on this technology or have not opened the mind of 

their buyers for the necessity to use these solutions to increase spend visibility and create 

opportunities of future cost savings. 

Given that organizations while deploying a spend analysis tool should first of all design a strategy 

to adopt business intelligence technology in a way that satisfy their business requirements. The 

study has evaluated the main spend analysis approaches adopted by large German enterprises. 

To summarize, he main benefits that spend analysis enables are: spotting, monitoring, and 

communicating savings opportunities; reducing and avoiding costs; contact compliance; supplier 

measurement, management, development, and collaboration; aggregated view on suppliers and 

commodities; optimizing payment-terms, lead times, and procure-to-pay processes; and 

benchmarking. 

However, the main obstacle to performing spend analysis is getting the right data. Purchasing 

information may reside in different ERPs of a company, often not cleansed, organized, or 

consolidated. Generally, data is finance-centric, meaning that it is often organized for financial 

analysis, e.g., data about accounts payables transaction. However, in order to be useful in 

procurement, data should be organized in a procurement-centric view, e.g., according to spend 

categories (Pandit and Marmanis, 2008). 

2.6.2:Key success factors for Spend Analysis Implementation 

To successfully implement a spend analysis initiative, key success factors are: commitment of top-

management, cooperation between several business units in an organization (like IT,  finance, 

supply chain, purchasing), a sound technological basis, appropriate data processes as well as an 

ability to integrate several data sources of an organization (Limberakis, 2012; Singh et al., 2005, 

Pandit and Marmanis, 2008). 

According to Limberakis (2012), Pandit and Marmanis (2008), companies still have problems to 

get a comprehensive picture of their spend. The main problem with implementing spend analysis 

in organizations is getting the needed data. Organizations may have several systems where 

transaction data may be stored and often basic spreadsheets are used. Even after overcoming the 
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technical challenge of extracting data from multiple sources (e.g. general ledger), the data may 

still have low quality information or lack completeness. This, in return, requires additional data 

supplements from other or external sources, which often is not possible. The automation of data 

collection and spend analysis is identified as the main enabler of successful spend analysis 

initiatives. However, many organizations lack technical expertise to automate in house. 

2.6.3: Impediments to spend analysis 

To conduct a spend analysis one needs data about what has been purchased, when and by whom. 

The main obstacle to performing a spend analysis is getting the right data. Purchasing information 

may reside in the different ERPs of a company, often not cleansed, organized, or consolidated. 

Generally, data is finance-centric, meaning that it is often organized for financial analysis, e.g., 

data about accounts payables transaction. However, in order to be useful in procurement, the data 

should be organized in a procurement-centric view, e.g., according to spend categories (Pandit and 

Marmanis, 2008). 

Indirect spend is often treated as one-off purchases procured based on a three-bid strategy and 

viewed as non-critical because per-item prices are relatively low and transaction data is often hard 

to obtain. Nevertheless, indirect data should be sourced strategically as according to indirect spend 

categories offer up to 30% of savings opportunities. 

Besides the technical challenge, the absence of a strategic mindset towards procurement process in 

organizations and the lack of knowledge on how to approach such initiatives are some of the main 

impediments to a spend analysis implementation (Pandit and Marmanis, 2008). 

Category management requires that third-party spend be segmented into categories that can be 

worked on individually or by a cross-functional team, to identify and implement the optimum 

sourcing strategy for that category (O‘Brien 2009). 

An Aberdeen Group (2001) study of spending analysis practices revealed that only a few firms 

truly know and understand how much they spend, on which products, and with which suppliers. 

Thus Spend analysis is the first and critical step in category management that helps in 

identifying saving opportunities. 

Van Weele (2010) says that spend management should be the foundation for every purchasing 

strategy. He believes that the key to developing a good sourcing strategy is the collections of 

detailed spend management information, however most organisations find this the most 

difficult step and the information is not available without significant effort. 

The success of any supply management program is largely dependent upon the ability to access, 

organize, and analyse spend data. It is also important for other activities like budgeting and 

planning, inventory management and product development. However, this analysis is difficult 
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to achieve in most organisations and is not simple to extract out of an ERP system. A number 

of tools must be used to obtain it in a usable form. (Aberdeen 2004) 

The Aberdeen (2004) report goes further to say that spend analysis can be performed at many 

levels. The topmost level is by supplier and while this identifies opportunities for consolidation, 

there is no visibility of the complete spending position. The next level is to break it down by 

commodity category by supplier. This can be used to obtain a deeper insight into spending by 

commodity. However, the most effective spending analyses are the result of data that is 

categorized at the item level, providing visibility and allowing comparisons of detailed attributes 

across suppliers and commodities. This allows analysis by company, division, site, buyer and 

product. However it requires sophisticated tools to extract the data. 

Pandit and Marmanis (2008) say that spend analysis is the starting point for strategic sourcing. 

They describe spend analysis as a historical analysis of procurement information via supplier 

hierarchies, commodity alignment and spend amount to enable opportunities for savings. At a 

broad level, they classify spend into direct, indirect and MRO categories. 

O‘Brien (2009) recommends the following approaches to spend analysis. 

- Data extraction. Use of IT systems to extract and transform data to provide a 

view of spend and segmentation of spend by category. It may be necessary to 

combine data from multiple sources. 

- Interrogation of purchase orders: Review of historical purchase orders over a 

period of time, one by one, and recording and categorizing the spend for each to 

arrive at a final spend analysis snapshot; 

- Asking the suppliers: Requesting a breakdown of spend by category for the past 

12 or 18 months from key suppliers, 

- Liaison with stakeholders or budget holders to understand what they spend in 

key areas; 

- Analysing finished goods and volumes shipped, to derive raw materials and 

input volumes and thus calculate spend data. 

The following trends indicate the growing importance of spend data management in enterprise 

supply management and strategic business operations. The study conducted by AberdeenGroup 

and published under the title, Best Practices in Spending Analysis: Cure for a Corporate Epidemic 

reveals the following trends. 

• Timely access to accurate spend and compliance data is a key priority for senior 

executives: Cost pressures are always top of mind for senior executives. However, new 

regulatory requirements – particularly the Sarbanes Oxley Act – mandate structured 
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procedures for fiscal accountability, documented business controls, procedures for tracking 

and reporting material business information, and procedures and systems for ensuring 

compliance and auditing. Insight into accurate spend data will be vital for compliance to 

these regulations. 

• Spend data management principles and solutions being applied to multiple business areas: 

The link between spend data management and sourcing and supplier management is 

obvious. However, accurate spend data is an equally critical to other business objectives, 

including compliance management, inventory management, budgeting and planning, and 

product development and management. Renewed focus in these areas is fueling additional 

interest in spend data management. 

• E-sourcing users view spend data management applications and services as key to next 

round of savings. Two recent Aberdeen studies of more than 325 supply management 

executives identified spend data cleansing and classification software and services among 

the top priorities for investment. 

• Spend data management now core component of platform and service provider offerings. 

Recognizing the critical importance accurate and complete spend data has on the value of 

their own solutions, several e-procurement and e-sourcing platform providers are boosting 

their spend data management capabilities by acquiring spend data cleansing and 

classification applications or developing or partnering for spend data management services 

– or both. Other business service providers, such as procurement service providers, 

financial services firms, and consultants, are making similar investments to bolster their 

spend data management capabilities and offerings. 

2.6.4: The Spend Data Crisis 

Despite the critical role spend data plays in supply management strategies and decisions, only half 

of businesses currently have formal procedures for managing and analyzing spend data. Worse 

yet, firms with formal procedures in place are only examining half of their total spending1. 

Aberdeen has identified the following common challenges to effective spend data management 

and analysis: 

• Disparate data sources: Spending data is located in multiple systems across the enterprise, 

including accounts payable (AP), general ledger (GL), enterprise resource planning (ERP), 

purchasing, and legacy systems. Spending data is also found in systems outside the 

enterprise, including credit- and procurement-card (P-card) systems, automated 

clearinghouse (ACH) and bank feeds, and business systems installed at outsource service 

providers, including procurement service providers. Aggregating data from these disparate 

systems has historically been a manual and time-consuming process. 
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• Inaccurate or incomplete data: ERP systems were designed for transaction processing and 

control, not reporting and analysis. The detailed information needed for effective spend 

data classification and analysis is often found in unstructured data within ERP and other 

business systems.  

• Incongruent vendor naming conventions: Within a given enterprise, a single vendor is 

often called by different names. 

An organization also may be unknowingly doing business with multiple entities that are 

business units of a single company. Additionally, a company may be buying products from 

a distributor or reseller without knowing it has a direct contract with the product 

manufacturer. These issues pollute spend data, limiting visibility into true spending 

patterns and decreasing negotiation leverage with suppliers. Such disparities must be 

reconciled in order for a company to clearly understand its spending position. 

• Incongruent product and service naming conventions: A single product may appear 

multiple times in multiple enterprise systems, including the inventory item master, 

purchasing systems, e-Procurement systems, etc. These systems also often describe the 

same part in many different ways. An enterprise must reconcile such disparities and 

classify data according to a consistent taxonomy and to a level of detail that is meaningful 

for analysis. There are numerous classification ―standards,‖ such as standard industrial 

classification (SIC) or NAICS codes, Universal Standard Products and Services 

Classification (UNSPSC), eCl@ss. Two-thirds of companies currently use internally-

developed taxonomies for categorizing spend data, with many supporting multiple internal 

classification schemas. 

• Labour-intensive cleansing and classification processes: Most companies continue to rely 

on basic spreadsheet applications and manual reviews to aggregate, classify, and analyze 

spend data. As a result, such activities account for 12% to 15% of the sourcing cycle and 

consume 30% to 50% of a commodity manager‘s time. Such factors prompt many 

procurement organizations to conduct cursory spending analyses; examining, for example, 

spending within their particular site or division, and classifying spend data at the highest-

level commodity classes, such as IT equipment. These practices provide insufficient insight 

and often inaccurate analyses, resulting in fragmented buying strategies that fail to fully 

leverage a company‘s purchasing power or identify savings and improvement 

opportunities. 

• Insufficient commodity expertise: Correcting spend-data classification errors requires 

domain expertise in both products and data attributes. This expertise varies across the 

company, resulting in unpredictable results. Many firms put data cleansing and 

classification duties in the hands of IT professionals who lack understanding of the parts 

and services that require review. Aberdeen research found that as much as 30% of all 
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spending data are is incorrectly categorized or classified as ―miscellaneous,‖ further 

complicating efforts to analyze and leverage spending. 

• Limited analytics capabilities: Identifying patterns and savings opportunities amongst 

aggregate spending data require considerable analysis. Unfortunately, Aberdeen 

research finds that nearly 90% of companies still use basic spreadsheet applications as 

their primary analysis tools, limiting the breadth and sophistication of analyses that can 

be executed. 

2.7: Category Management 

Category management is the practice of segmenting the main areas of ―spend‖ on goods and 

services into discrete groups of products and services according to their function (O‘Brien 

2009). More importantly, it mirrors how individual marketplaces are organized. 

In addition, it enables an organization to work cross-functionally on individual categories and 

examine the entire category spend and the usage of the products or services within the category, 

the marketplace and individual suppliers. 

The Chartered Institute of Purchasing and Supply Management is of the opinion that 

‗Companies are turning to category management strategies, combining standard sourcing and 

compliance procedures with process automation and improved data management and spend 

analytics to holistically manage the total costs of a good or service and its associated supplier 

relationships‖. 

The term ‗category management‘ originated in the world of sales and marketing. The Nielsen 

definition of Category Management is that it is a process that involves managing product 

categories as business units and customising them [on a store by store basis] to satisfy customer 

needs (Buckingham 1993, Page 1). This definition still holds in Wikipedia. 

The marketing professional looks at managing groups of products according to consumer usage 

with ‗a brand management perspective‘ The purchasing professional on the other hand is the 

reverse of marketing and is looking at it from the perspective of what is being purchased from 

suppliers. 

Kaipaia & Tanskamen (2003) describe the execution of a category management process via a 

multistage process, which consists of defining the category and its role, establishing the 

measures for the performance of the category, determining the strategies and tactics and 

implementing them. 

O‘Brien (2009) goes further to describe two fundamental types of categories, direct and 

indirect. The direct category encompasses goods and services that are directly used in the final 

product, whereas indirect covers all other spend that are non-product specific. 
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On the other had, some prefer to add a separate category for MRO (Maintenance, Repair and 

Overhaul) items. Each of these has different characteristics and opportunities and may need a 

different approach. Typically an organisation has better control over sourcing of direct 

materials but they pose more complex challenges and require a higher level of granularity of 

categorisation. In addition, opportunities are more difficult to identify but the savings potential 

is higher. In contrast, indirect purchases and MRO categories are simpler to categorise and a 

standard classification like UNSPSC may be easily used (O-Brien 2009).  

Thus categories are identified by segmenting the spend into discrete commodities. However, 

O‘Brien (2009) points out that a number of factors must be considered. 

• Firstly not all spend is not addressable. Examples of such items are rates, taxes, GST 

etc. 

• The Pareto principle also applies here. 80% of the third party spend is usually with 

20% of the suppliers. This should be the prime focus for categorisation. 

• Thirdly a good analysis and breakdown of the spend is required to begin the 

identification of categories. Hence the need for a spend analysis tool. 

• In order to maximise the opportunities of category management, the segmentation 

must reflect their market-facing nature. This includes the type of items being 

purchased as well as the geographies from where they are sourced. 

• The segmentation strategy must be planned very carefully. It must be large enough 

to find opportunities but small enough to work on. 

 Benton (2007) says that regardless of whether a single or multiple sourcing strategy is used, it 

is always desirable to reduce the overall supply base. He suggests using the grade or hurdle 

methods to guide the reduction process. With the ―Grade‖ method, a score or grade is assigned 

to the suppliers in a category based on a selected attribute like price, performance, quality, 

innovation. The low scoring suppliers can then be weeded out. However this is based on past 

performance. The ―hurdle‖ method is where suppliers go through a certification process to 

remain in business. The supplier certification process is based on quality and other criteria that 

are important for that category. 

Routine items are of low value, are ordered frequently and therefore cause high transaction 

costs (Gelderman and van Weele 2005). Therefore, strategies aimed at reducing transaction 

costs through category management in e-procurement should be considered. There are other 

aspects of category management apart from expenditure segmentation. It is a structured 

framework of activities that is designed to deliver superior procurement outcomes (CIPS 2010). 

A typical category management process flow would include the following stages:                      
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 Stage 1: Developing a thorough understanding of third party spend and future demand 

Stage 2: Segmenting spend into market sectors 

Stage 3: Developing market sector strategies 

Stage 4: Supplier selection 

Stage 5: Supplier performance management, including strategic supplier partnering 

The strategic activities that have been described are applicable to both the supply of 

goods and services. 

2.7.1: Identification and definition of categories 

Category identification refers to selecting the items that should be included in a particular 

category as well as selecting what categories that should be prioritized. Trautmann et al. (2009a) 

defines a category as: ‗A category encompasses a group of similar items that are required for 

specific business activities of the firm‘. Van Weele (2010) defines a category as: ‗a group of 

coherent products or services, bought from the supply market that are used in our company to 

satisfy internal or external customer demands‘. Examples of categories are casting, bottles, parts, 

sheet metal, and tires (O‘Brien, 2012). 

O‘Brien (2012) highlights that the most important characteristic of a category is it must mirror 

how each individual marketplace is organized. That is, O‘Brien (2012) is explicitly focusing on 

the importance of factors outside the firm to find effective categories, whereas Trautmann et al. 

(2009a)‘s definition is focusing more on ‗business activities of the firm‘. These are not 

necessarily contrasting views, but the focus is slightly different. It can be complicated to find 

categories that truly mirror the individual market places, however. For instance, a company 

might be tempted to choose ‗travel‘ as a category based on that there are travel agencies that are 

offering travel solutions in all forms (O‘Brien, 2012). But traveling is not a real market, and 

agencies are rather intermediaries who facilitate communication between its customers and 

multiple real markets: ‗air travel‘, ‗hotels‘, ‗car rental‘ et cetera (O‘Brien, 2012). 

A thorough spend analysis is the starting point for a good category identification (O‘Brien, 

2012). However, the complexity of many decentralized purchasing organizations can make it a 

complex and long lasting project to get good quality data. For instance, a major petroleum 

company spent some six months just to get a picture of what they bought at different business 

units (Trent & Monczka, 2003). Common hurdles are low data quality and different IT and 

coding systems across business units (Trent & Monczka, 2003). It is not unusual even for large 

companies to have to ask their major suppliers what they are buying in order to get even a 

sufficiently good picture of what they are buying (Trent & Monczka, 2003). In fact, few large 

corporations have fully integrated information systems where they can access data on group 
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level. Growth through acquisitions will elevate the complexity in spend integration further (Trent 

& Monczka, 2003; O‘Brien, 2012). Good quality data that can be aggregated over all business 

units are not enough however, but the data most be coded so that it can be sorted by means of a 

spend cube: per category or item, per supplier, and per cost center (van Weele, 2010). 

When spend data is available, O‘Brien (2012) suggests that companies are using the Pareto 

principle to sort the data and focus their categorization on the 80 percent of the spend that are 

with 20 percent of the suppliers. Furthermore, companies have to chose how much of total spend 

they will aim to categorize. 

O‘Brien (2012) classifies the total spend in the three groups: ‗categories‘, ‗non_addressable 

spend‘, ‗and rest of spend‘. Non‑ addressable spend is spend that is almost impossible to 

influence, like tax or government‑ set license fees. Rest of spend is the part of total spend that is 

not categorized because it is not economically viable. 

Smart and Dudas (2007) provide some direction of what companies in general find most valuable 

to bundle. MRO goods, commodities, and indirect materials are the most preferred item groups 

when companies start a pooling initiative. In addition, leverage and routine categories are most 

likely to be prioritized from a portfolio perspective, using Kraljic (1983). Although portfolio 

models are frequently and successfully used in many purchasing activities, the approach result in 

categories substantially different from what is normally used in industry. Both current and future 

spend should be included in an analysis in order to create a comprehensive picture of the spend 

on a particular category. This is particularly important for categories with a high variation in 

spend over time (van Weele, 2010). 

2.7.2: Purchasing Portfolio 

The importance of purchasing has grown over the years and it is now seen as a strategic function 

that contributes to the bottom-line of an organisation. Empirical evidence also indicates that 

organisations can obtain competitive advantage by appropriate management of supplier relations. 

There is an obvious need for differentiating suppliers since not all of them are equal. This need 

has resulted in the development of portfolio models and was first instigated by Kraljic (1983). 

His approach has lasted through the years in spite of some criticism and reviews (Gelderman & 

van Weele 2005). They also conclude that the position and professionalism of purchasing are 

both positively linked to the use of portfolio models and that its usage is definitely a sign of 

purchasing sophistication. 

O‘Brien (2009) also says that there have been many adaptations of and variants on Kraljic‘s 

original work over the years and with different interpretations of both axis and quadrant labels 

and even a switching of the axis. But the underlying principles remain unchanged. 

A company‘s need for a supply strategy depends on two factors (Kraljic 1983). The complexity 

of the supply market is based on scarcity, technological impact, and monopoly or oligopoly 
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condition. Purchasing portfolio models like Kraljic‘s serve as an analytical tool to organise 

information and create a classification framework of the items included in the portfolio. In 

purchasing they could be used as a method of identifying which groups of products or suppliers 

require greater attention. 

With the help of the portfolio matrix, professional purchasers could optimize the use of 

capabilities of different suppliers and thereby effectively manage suppliers. Cousins et al (2008) 

propose mapping sourcing structures to each quadrant of the Kraljic matrix. Sourcing structures 

provide a mechanism to implement the right supply strategy. 

Single sourcing is to be used for strategic or bottleneck items or where there is only one source 

of supply. In Multiple sourcing the buyer has a choice of suppliers to secure the ―best deal‖ and 

used for the non-critical items. Delegated sourcing is a multi-source approach where a supplier is 

responsible for managing other suppliers. It is very popular scenarios and allows the buyer to 

focus on only one supplier leading to reduced management overheads.  

Caniels and Gelderman (2005) analysed a number of research articles on purchasing portfolio 

models and concluded that most of them are based on Kraljic‘s original model. Thus Kraljic‘s 

model is very much the foundation for purchasing strategies. Experienced purchasing 

professionals typically come up with different purchasing strategies in each quadrant. 

Each of the four quadrants described requires a different approach to supplier management. The 

objective is to minimise supply risk and exploit purchasing power. The purchasing strategies for 

rationalisation is based on ensuring the right strategy for each quadrant and moving suppliers that 

do not match the strategy out of the quadrant (Caniels & Gelderman 2005) 

Leverage items allow the buyer to exploit its full purchasing power by making extensive use of 

tendering, target pricing, negotiations etc. These items require a short-medium-term supply and 

demand forecast, accurate supplier data and price information for the analysis. Non-critical items 

are routinely purchased and of low value. Hence it benefits from efficient transaction processing. 

Use of e-procurement strategies like EDI, eliminating waste in the procure-to-pay process to 

render it more efficient etc. would prove beneficial. These items require a short-term supply and 

demand forecast, management of economic order quantities (EOQ) and inventory levels. 

Bottleneck items cause significant problems and risks and require techniques like volume 

insurance, safety stock and backup plans. Also searching for alternative suppliers may be 

required. These items require a medium-term supply and demand forecast, good market data and 

the focus should be on managing inventory costs and maintenance plans. 

Strategic items require more collaboration between the buyer and supplier to minimise supply 

risk and exploit purchasing power. These items require highly detailed market data and a long 

term supply and demand forecast. A deeper understanding of costs using techniques like target 

costing or TCO analysis is recommended. 
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Not all suppliers have the same impact or require the same supply strategy even within each 

quadrant. Typically a few key suppliers account for the majority of the spend and they must be 

actively managed across all business units. 

 2.8: Theoretical framework 

2.8.1 Three Approaches to Spend Analysis  

When talking about spend analysis, there are three available approaches for a company to do this. 

Reports of transaction systems (ERP, Procurement etc.); Manual analysis of Purchase Orders, 

invoices, receipts and Automated spend analysis.  

First one is reports of transactions system, meaning that data will be extracted from an ERP 

system and analyzed. It is a manual approach and should only be used by small firms with lack 

of internal budget for spend analysis. The advantage is that there are not so many benefits with 

this approach, primary one that it is cheaper than the other approaches. For small amounts of 

data, this approach can be fast and get an overview of a company‘s spend.th disadvantage is Data 

quality is generally poor and incomplete, difficult to obtain a good detailed spend picture of the 

organization and can only be conducted at one site at a time. 

The next approach is manual analysis of purchase orders. This approach is often performed by 

consultants that analyses purchase orders and invoices. It is used for a single project to obtain a 

snapshot of historic spend. Its advantage is cost effective when one‐time snapshots of a company 

historic spend is used, usually for a project. The disadvantage is this approach is used for 

one‐time snapshot, meaning that it will be expensive to do this on a regular basis. If it is a 

medium to large company with sites all around the world, this approach is going to take a long 

time.  

The last approach is automated spend analysis, which is used when specialist software vendors 

provide automated tools. Data is collected automatically from all transactions system and is 

normalized, enriched before analyzing data in the tool. This is the ideal of spend analysis and is a 

must for companies who wants to have a best‐practice purchasing and sourcing.  

Pros: Spend data can be extracted fast and from all companies ERP system, it is repeatable and 

can be used at anytime. A complete tool for managing a company spend and sourcing activities.  

Cons: The system needs to be trained for improved accuracy and have a high cost. 

. 

 2.8.2What companies to look for in a spend analysis 

One can use to identify where an automated spend analysis tool makes sense for a company. 

Companies who have a very complex business environment and are widespread in multiple 
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markets and industries, and a complex technology environment having multiple ERPs can 

dramatically benefit from an automated spend analysis tool. Companies that are not that complex 

but provide products in a couple of industries and with a few ERP system can also benefit from 

this tool. A company in a single market and having a single ERP system should most likely not 

look into it, but they can benefit from a tool in getting more detailed information about their 

spend. Interview with three hundred supply management executives states that: ―Number one 

priority for supply management executives for next 24 months: Improve visibility into timely and 

accurate spend data‖. 

2.8.3 Spend Under Management 

n strategic sourcing it is important to have the amount of spend under active management. Active 

management means that on an ongoing basis, the corresponding commodities are being analyzed 

for cost reduction and benchmarked with other suppliers in the commodity. Web seminar, 

Beyond Spend Visibility. (©2007 Forrester Research, Inc)  

Through acquisitions and expansions new supplier/commodities are added, new spend need to be 

pulled under active management. Spend analysis should always capture 100% of spend, but only 

a share of that spend might be under management. It makes sense to target the top ten suppliers 

of the largest commodities and bring them under active management, that way they can be 

benchmarked for price, and the supplier base can be rationalized with preferred suppliers‘ status 

and entered into contracts with pricing and other terms.(Pandit and Marmanis :2008) Spend 

analysis: the window into strategic sourcing. 

2.8.4 Commodity Classification 

Many companies are using their own internal commodity codes or many different types of 

commodity schemas across division. Rather than go through a painful process of merger these 

different schemas into one, companies should consider using an industry standard taxonomy such 

as UNSPSC (United Nation Standard Products and Service Code®) or eClass (also eCl@ss; a 

four‐level hierarchy for classifying materials). Using an industry standard will also free a 

company from the burden of managing the evolution of the schema. A good advice could also be 

to remain the companies‘ old category schemas and established mapping between the old 

schemas and the new industry standard schema. With standardization a company might be able 

to leverage commodity benchmarking information that research firms could provide in the future. 

It can be difficult to change the mindset of hundreds of material planners and buyers to transition 

from a legacy commodity code that they are used to. That is why a spend analysis 

implementation can serve as an opportunity to roll out a new schema and let users be familiarly 

with it. Once they understand this new schema the other one will slowly phase out. 
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2.8.5 Extract, Transform, Load and Analyse 

From a technical perspective, most data warehouses and spend analyze implementations use a 

form of an ETLA (Extract → Transform → Load → Analyze) approach:  

• Extract – Extract the information from various IT systems  

• Transform – Normalize and enrich data  

• Load – Load the data into a database  

• Analyze – Create a library of reports to mine the data 

Starting with extract, Spend data rarely comes from only one system, it usually reside in different 

IT systems that are spread out across various divisions in companies. The divisions are often 

geographically dispersed and in many different language. These systems are managed by 

different groups that might not report into a centralized IT department. The spend transaction can 

come from hundreds different systems and tens of ERP platforms including legacy system across 

tens of subdivisions on four continents. Synchronization of data can become very difficult in 

such situations.  

Transform, where the end goal is to aggregate and organize spend (transaction amounts) in order 

to make analyze easier based on supplier, division, commodity, etcetera. There are some special 

considerations in this process:  

Quality of vendor data. The same vendor might be entered differently in different transaction. 

Company like I.B.M can both be entered as I.B.M, International Business Machines, IBM Global 

services, or other variations. Also with merger and acquisitions activities, two different suppliers 

might in fact only be one. There is a need to consolidate this spend with a parent company.  

Quality of transactional data. In many transaction data are constantly poorly formatted and 

incomplete. Data is often duplicated, commodity code assignment are missing, incorrect or not 

detailed enough. Also an item description might be blank or of poor quality. Assigning proper 

commodity codes to the transaction becomes difficult if these fields are not cleansed.  

Quality of category schema: This is the heart of a good spend analysis program because most 

opportunities are found by commodity managers. Commodity codes used in the material master 

files are often at too high a level for purpose of detailed spend analysis, which means the schema 

needs to be modified. Commodity schemas evolve constantly and grow both horizontally and 

vertically. Now day‘s many companies adopt industry standard schemas so that they can utilize 

the learning from the peers and enable benchmarking exercises.   
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Type of data enrichment needed: Might not be enough to clean up the vendor files but also 

necessary to enrich vendor list with additional information, such as diversity, credit ratings, 

quality ratings etcetera.  

It is of critical importance that this process is good because of the effectiveness of spend analysis 

is determined largely by how accurately and quickly transformations (that have poor 

information) are classified to an evolving commodity structure. With this critical importance the 

commodity managers must have some control in approving the schema evolutions, as well as the 

assignment of commodity codes. What is even more important is that this information is stored 

and leveraged in processing new transactions. This continuous feedback cycle is what enables 

spend application to ―learn‖ as it grows and become increasingly more accurate over time. Most 

traditional data warehouse approaches rely on static metadata schemas that have rigid security 

and access controls. They are built to capture periodic data from transaction systems that can be 

analyzed. Good spend analysis applications are knowledge based systems and not pure analytical 

systems.  

The last letter for analyze. When the data is enriched and loaded into a database, different 

appropriate reports need to be run. Many companies have done attempts by implemented a 

reporting engine on top of a data warehouse to analyze spend. This has not been a success 

because of several limitations. The reports are often finance‐centric and not procurement‐centric 

and it takes a lot of time to get these reports modified. It is often questionable how accurate the 

reports are when data is extracted from a business warehouse, this according to the data have not 

been enriched. 

The ―aha‖ moment does not come from running numerous of static reports one by one. Instead, it 

comes from when having a procurement‐centric view of the data and is sliced and diced to sort 

out spend patterns (by supplier, by commodity, by buyer, etcetera) simultaneously.  

2.8.6 Spend Visibility 

A company can achieve clear value in basing purchasing on accurate and complete information. 

It also qualifies for a full range of benefits, such as increasing in sourcing and improving supplier 

management. ―Accurate spend data is equally critical to other business objectives, including 

compliance management, inventory management, budgeting and planning, and product 

development and management‖.  

Spend visibility: Analysis of past spend by supplier, organization, commodity and other common 

dimensions to identify future sourcing opportunities, leverage spend in negotiations and track 

compliance issues. 

In recent years spend visibility has been a subject of great interest and many solution has 

emerged that deliver with consistency and accuracy. This is recognized as a necessary part of 
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ongoing spend management program and the best entry point for those who are new to spend 

management. 

Visibility in the spend management area refers to a buying company‘s ability to get a 

comprehensive view of the metrics that drive improved cost savings, process efficiency and 

supply‐chain performance. Spend visibility specifically enables analysis of past spend for 

planning directions and monitoring for compliance issues. Visibility should not simply show 

what been purchased from whom, but should extend from that and to get maximum value. 

Traditionally numerous challenges prevented effective visibility into spend, processes and 

performance. From aggregating necessary data to enriching it and turn it into a usable form. That 

decision makers can make spend‐focused analysis of the aggregated data. It is improving 

solutions that have overcome these challenges and options now range from fully managed 

services to self‐service behind‐the‐firewall software tools run by a company‘s own visibility 

team. Each approach has both advantages and disadvantages. To optimize success companies 

should prioritize its goals and honestly assess its culture and capabilities.  

2.8.7 Spend leakage and compliance multiplier  

In this area savings are possible in some of the more common commodities and the obvious 

questions are where these savings comes from.45 

• Strategic sourcing includes identifying strategic vendors and moving toward vendor 

consolidation for purpose of volume discounts and higher quality  

• Reducing maverick spend through preferred suppliers and better processes  

• Avoiding spend leakage by monitoring compliance to negotiated terms. 

The last component is more important that the other because if proper controls are not 

implemented, any negotiation savings that can be captured in the contracts might leak out. All 

these three components need to be iterated into continuous cycle, which can be called spend 

management program. A program that been well executed can, over a time, deliver continuous 

savings in all major categories. According to analysts, spend leakage out from procurement 

controls can range from 2 to 17%.46 

2.8.7.1 Contract Compliance 

The single biggest source of spend leakage occurs in contract compliance, especially in direct 

material, and many companies have only ad hoc processes to monitor contract compliance. 

Use of expired contracts and multiple contracts with different prices is the most common 

situations. Because of contract expirations are not monitored, many contracts renew with the 

same price performance levels. 18% of purchases made by an average company are not contract 

compliant. Further more than 50% of potential rebates and discounts are not captured by an 

average company, PO prices are rarely checked against the contract for volume discounts; 
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restrictions on delivery dates, penalties on late deliveries, product returns, warranties, and 

pass‐through costs are very rarely monitored and enforced. 

Therefore, contract compliance represents the single biggest source of savings that a company 

can realize of procurement compliance. Many companies talks today about 4‐way payment 

compliance – between invoices, POs, receiving and contracts – as a way to ensure that payments 

are consistent with contracts. 

2.8.7.2 Vendor Compliance 

One time vendors are vendors that are not frequently used. Company will be using those vendors 

very rarely, maybe once in a life time. SAP is giving a special category for those types of 

vendors. Normal vendors will have separate Master Data which will have their address, country, 

bank account, terms of payment and payment methods. Use of unapproved vendors, one‐time 

vendors, or insufficient assessment of new vendors and having lack of monitoring of vendor 

performance are fairly common. 

Spend analysis and compliance is really two sides of the same coin. Many companies perform 

well with identifying opportunities and acting on them, therefore it is surprising that many of the 

companies do a poor job with ensuring that the negotiated terms are being withheld. A large 

portion of spend leaking out comes from poor contract and supplier compliance that are not 

monitored. Almost half of these noncompliance transactions can be identified through 

transactional data mining. To perform such transactional audits a spend analysis application can 

and should be used, not only to identify important opportunities, but also to ensure that the 

controls are working properly to prevent spend leakage. 

2.8.8 Sustainable Purchasing Transformation 

Over the last years purchasing has developed and become more and more strategic to the 

company. World trade barrier does not exist, low‐cost countries are increasing their 

manufacturing rapidly and costumers expect lower prices. Companies that have implemented a 

best practice purchasing function will emerge as winners. 

First and foremost, the purchasing function must focus on the big picture, the day when the 

purchaser‘s work consisted with hard days of negotiations are gone. Today the modern purchaser 

knows that time spent in analysis, base‐lining and sourcing strategy pays off in the negotiation 

phase of the strategic sourcing process. With modern tools and processes, the purchasing 

function will produce better results with less effort to the negotiations. Then when the contract is 

signed, it is important that the purchasing function ensure that the contracts are implemented and 

exposed to all affected people in the company.  



31 | P a g e  
 

Chapter 3: Research Methodology 

3.1: Description of the Study 

Following the 1994 proclamation No. 84/1994 that led to the establishment of private banks by 

Ethiopian nationals Dashen bank secured its license in 1995 and joined the banking industry in 

1996 with a paid up capital of 14.9 million birr. 

Dashen bank aspires to be unparalleled and always one step ahead in banking services, in as 

much as mount Dashen excels all other mountains in Ethiopia as stated in its vision statement, by 

providing efficient and customer focused domestic and international banking services by 

overcoming the continuous challenges for excellence through the application of appropriate 

technology. In the year ended June 30, 2015/16. It has collected deposit close to 20 billion from 

1.4 million depositors. Its total revenue is over 2.5 billion with total asset close to 25 billion and 

the leading profitable bank among private banks for the last two decade. 

Dashen bank is the market leader among private banks and a pioneering the introduction of new 

banking products is now feeling competitive pressure from the banking industry. As the result, it 

has now begun to take measures to improve performance and save costs to maintain its position 

and grow. 

Dashen accepts and provide services using four international cards, namely MasterCard, Money 

Gram union pay and American express (for which it has an exclusive right in Ethiopia and it is 

issued for a high income customer segment). The bank has received twelve Bank of the year in 

Ethiopia award by British based company called the Banker. It owns over twenty one own 

building all over the country in major towns and opened branches and avail rental space for other 

businesses. It has more than 240 branches and six forex bureaus in high class hotels and Addis 

Ababa international airport.  It has deployed state of the art information systems for core banking 

and electronic payment system like that mobile, internet, Agent, interest free banking services. It 

has located over 120 ATMs in hotels, supermarkets and universities all over the country. It has 

established swift bilateral key exchange agreement with 480 banks around the globe. it is now 

have more than 870 POS terminals with merchants. It has nearly 400,000 electronic card holders. 

From the aforementioned synopsis of the bank, it is quite clear to comprehend the huge 

procurement operation and spend magnitude and diversity. The head office of the bank is located 

in the capital city, Addis Ababa. The Departments that are responsible for procurement are 

contained at the Head Offices of the bank and procurement of goods and services are undertaken 

centrally at head office. Therefore, the study is to be conducted in consultation with staff 

involved in procurement operations at head offices level using survey design with structured self 

administered questionnaires. 
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3.2: Research Approach 

The study adopts a descriptive approach as it enables to explore pertinent theories on the subject 

of the study and then allow the collection of quantitative data that enable to explain causal 

relationships between variables. The descriptive research approach enables (Mark 

Saunders,(2009) the application of controls to ensure validity of data and the application of 

concepts help to ensure clarity of definition. It allows a highly structured approach and ascertains 

researcher independence from what is being researched. It also necessitates appropriate selection 

of samples of sufficient size in order to generalize conclusions. 

Surveys are popular as they allow the collection of a large amount of data from a sizeable 

population in a highly economical way. Often obtained by using a questionnaire administered to 

a sample, these data are standardized, allowing easy comparison. The survey method allows 

collecting quantitative data which you can analyze quantitatively using descriptive and 

inferential statistics. In addition, the data collected using a survey can be used to suggest possible 

reasons for particular relationships between variables and to produce models of these 

relationships. Using a survey strategy should give you more control over the research process 

and, when sampling is used, it is possible to generate findings that are representative of the 

whole population at a lower cost than collecting the data for the whole population. The 

questionnaire is also one of the data collection techniques that belong to the survey and 

structured interviews, where standardized questions are asked of all interviewees, also often fall 

into this strategy. 

3.3: Research Design 

The study aims to unfold the effect of procurement spend analysis and decision in Dashen bank 

and unfold the systems, processes and practices of procurement spend analysis practiced in 

Dashen bank and how well and at what level the bank consider the importance of procurement 

spend analysis and, the challenges encountered regarding the adoption of effective procurement 

spend analysis and its potential benefits and contribution for the attainment of overall business 

objective. 

The descriptive research method is more appropriate to portray a more accurate profile of 

practices, process or operations in Dashen bank.  It is imperative that to have a clear picture and 

understanding of the bank on which the study wish to collect and analyze data. However, the 

study goes beyond mere description and utilizes different methods for accurate description, 

evaluating data and synthesizing and even serve as a precursor to explanation.  

As a case study research involves an empirical investigation of a particular contemporary 

phenomenon within its real life context and provides a rich understanding of the context of the 

research and the processes being enacted. It also has considerable ability to generate answers to 

the question ‗why?‘ ‗What?‘ and ‗how?‘ questions and a single case may be selected because it 

is typical or because it provides you with an opportunity to observe and help to analyze the 
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importance of procurement spend analysis that few have considered before in the Ethiopian 

context.  

In order to achieve the objectives of the study, the research undertakes descriptive approach, 

using both qualitative and quantitative data. In doing so, the study intends to describe, compare, 

contrast and interpret the existing facts which will help to understand the issue and lead to causal 

analysis. Further the research utilizes a survey as a research method. Secondary data are obtained 

from publications of private banks and other financial institutions. Besides, relevant information 

is also grasped from various books, research papers, magazines, newsletters, websites and the 

like. Primary data are collected through questionnaires distributed to respondents that involve 

executive  management, procurement and finance directors, managers and Senior Officers 

working on procurement planning, processing and execution. 

3.4: Population and Sample 

3.4.1: Study Participants (population)  

To conduct the survey, mainly on procurement professionals and managers in the procurement 

and other departments staff such as store and inventory management, accounts, internal audit, 

physical distribution, strategic planning, IT professionals, engineers that involve in the 

procurement process, top level suppliers as well as the executive management responsible for 

supply chain decision working in Dashen bank, will be contacted. 

3.4.2: Sampling Method  

An appropriate sample size is selected from the population based on purposive sampling from 

employees that are directly involved in the procurement process at all head offices as target 

population and sample taken from this target population include procurement officers, senior 

officers, manager, and directors. 

3.5: Data Sources and Types 

Both primary and secondary data are collected and systematically presented and analyzed in this 

paper. Primary data are collected through questionnaires distributed to respondents as well as 

interview with key procurement staff. In addition Secondary data are obtained from internal 

operational documents and publications of Dashen banks.  

3.6: Data Collection procedure  

Primary data are collected through questionnaires distributed to respondents that involve 

Department directors, Managers and Senior Officers and officers working on procurement 

function. Primary data is also collected from other functional units that involves in the 

procurement process such as store and inventory clerks, transport and dispatching Officers, IT 

professionals and engineers, strategic planning and business development experts, senior 
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members from each procurement endorsing committee members and mechanics and technicians. 

Primary data are also to be collected through semi-structured interview will be conducted on 

respondents that involve Department directors, Managers and Senior Officers and officers 

working on procurement function.  

Secondary Data and information are gathered directly gathered from records of Dashen bank. 

The information collected include aggregate annual procurement budget, annual and interim 

purchase requisition from central store, policy and procedure for procurement, the aggregate 

annual procurement budget and consolidated purchase requisitions balances, the procurement 

plan on quarterly basis and procedure for supplies and capital expenditure with budget hearing 

and approval procedures.  

3.7: Method of Data Analysis and Interpretation  

The data collected from interview were thoroughly coded and checked and then entered into 

SPSS 20 version. The data is checked for reliability and Descriptive statistics generated is 

employed to analyze the data. 
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Chapter 4: Data Analysis and interpretation.  

This part contains analysis of the case study, based on the theoretical framework. This includes 

interview with key banks procurement, facility and IT middle level manager and experts as well 

as discussions from the empirical findings and suggestions in the area of spend analysis. 

4.1: Spend Analysis Frame Work  

4.1.1: procurement structure and organization of Dashen Bank. 

The procurement structure is basically centralized at head office by different functions. The 

procurement is responsible for the purchase of the majority of goods and services the bank 

requires. The major source of procurement comes from annual budgeted capital expenditure, 

store requisition for stock replenishments. And additional and supplementary requests from 

different work units approved by concerned authority as per the policy and procedure of the 

bank. However, promotional items and services are purchased by marketing and corporate 

communication function while the whole purchase related to construction and modification 

works are done by engineering service. All the three functions follow the banks procurement 

policy and procedure. There are different level procurement indorsing committees in all the 

functions and assisted by respective technical committees for technical for specification 

preparation and technical inspection. 

4.1.2: The three Approaches to Spend Analysis in Dashen bank. 

Spend analysis performed at Dashen bank represented more attempts to extract spend data, 

consolidate and validate it, rather than do advanced spend analysis and formal spend analysis 

framework.   The most common approach used is the spend analysis, is to use reports withdrawn 

from various transaction systems. Problems regarding the approach are many and important to 

emphasize. To extract all data from numerous systems, different departments in the organizations 

needed to be contacted, which was a very time consuming and rigid way of working. The 

aggregated data was not cleansed or enriched in any way, resulting in poor and incomplete data 

that the organization could not rely on, resulting in a tremendous work every time this needs to 

be conducted. The approach could be used by smaller firms with lack of budget, but not by a 

well established like Dashen that aspires to be unparalleled in Ethiopian banking sector by the 

application of new information technology. 

The other approach used, is the manual analysis of purchase orders and invoices.  The 

procurement department is under staffed and have no any procurement or other supply chain 

systems to conduct this approach on all purchase orders. To achieve full visibility this approach 

should include, not only the purchase orders but also all invoices and receipts. To execute a 

project like this, resources and cost would be extensive but could lead to achieve full visibility 

into banks spend. This approach is profitable when a one‐time snapshot is needed, but when 
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spend analysis should be executed on a regular basis, this approach is not recommended. To 

conduct good spend analysis at a spend analysis tool needs to be implemented. It is a long 

process to implement this tool and the bank needs to understand the benefits of this kind of tool 

to achieve as much as possible from it. 

Spend analysis consist of reports from core banking and Excel documents. These reports are 

developed for the financial department and not for the procurement department. Dashen has to 

set going a project soon as possible to validate and implement a spend analysis tool for the whole 

organization, in order to extract accurate data from the entire enterprise and conduct analysis for 

sourcing activities and supplier rationalization. 

4.1.3: What to look for in a spend analysis solution 

Looking at a spend analysis tool, there are companies that supply for a fully‐automated spend 

analysis tool and different supply management solutions. It will be premature for the bank to go 

for such solutions rather start by procurement and ERP solutions. Implementation of this sort of 

tool takes from 6 months to 12 months to accomplish and many hours of consultants support. 

4.1.4: Which company should look into an automated spend analysis tool? 

Companies who need to automate spend analysis are usually higher in business complexity, and 

diversity. In the current stature, the bank need to go for it, meaning that the company would 

certainly profit on implementing some sort of automation for spend analysis tool. In Dashen case 

it is more evident as extracting and consolidating in Excel is not possible, a tool needs to be 

deployed to collect data and perform spend analysis. 

4.1.5: Spend Under Management 

To actively perform spend under management data needs to be extracted and consolidated fast. It 

is very important that the data is accurate and contains enough information to carry out analysis 

that can be deployed in various proposals for improvements, as reduction of one‐time vendor. 

For the opportunity generation, focus need to be on the commodities with the highest potential 

and commodities that have freedom to act. 

4.1.6: Commodity Classification 

Dashen does not apply commodity classification on purchased material. Products are instead 

classified to a specific material group by inventory management or planning department. This 

material group should be evolved with subcategories to achieve deeper classification. 

Before indulging into spend analysis solutions, Dashen has to create new classification schema 

needs to be defined. People in charge of commodities should be able to create new classifications 
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and develop them over time and new subcategories within commodities with much spend and 

many categories for purchased material should be prioritized. 

4.1.7: Data Extract Transform Load Analyse 

There is no e-Procurement system in the bank and vendor commodity information had huge 

shortcomings. The extracted data contains no information what has been purchased and the 

system classifies vendors incorrectly in the classifications schema. Only category vendor spend 

information gives a good spend picture. To achieve a better spend picture different departments 

should be contacted and involved. Also more enrichment of the data is desirable to perform 

valuable analysis, both data cleansing (making supplier and commodity fields consistent) and 

enrichment (combination of data classification and supplier enrichment). To have consultants in 

extracting and transforming data is not an alternative for any company in the long run as It is too 

costly, time consuming and cannot count as a sustainable method. 

A repeatable extracting process for Dashen need to be implemented and, data should also be 

transformed (cleansed and enriched) before loaded into any spend analysis application where it 

can be analyzed. First step is to locate all spend data in needed for analysis and extracting it. 

Transform and load into any spend analysis application automatically from a different sources 

and enriching data and commodity classification conducts while data is loading into the tool. 

This sort of enrichment will achieve more complete data that can be analyzed at an aggregated 

and a detailed transaction level in the tool. If an automated spend analysis tool is implemented 

the whole Extract Transform and Load process conducts automatically. All of the enterprise 

spend is aggregated from dozens of systems, also from different geographies, currencies and 

languages. The tool achieve accurate categorization of all types of spend (indirect, direct and 

MRO) and categorize spend to a taxonomy. All performed automatically from domain‐rich 

knowledge bases and in real‐time point‐of‐entry. In the analysis tool instantaneously slice, dice 

spend and drill down to transaction and line item details to identify greater savings opportunities 

with multi‐dimensional analysis. 

4.1.8: Spend Visibility 

Problems with spend visibility is that spend occurs in many different systems and behind legal 

entities. Resources needs to be deployed to achieve a complete spend picture of the bank, which 

should in fact be obvious for all companies worldwide. No effort has ever been conducted in the 

area of spend visibility and the result has caused problems in the ongoing projects. Problems to 

achieve a complete spend picture derived from the inadequate ability to achieve full spend 

visibility. 

As said above spend visibility does not comes for free. It is an ongoing process, which should be 

prioritized by every enterprise. First issue to find a solution for is aggregating data from all 

sources. Analysis of spend data should be performed in one site for ST‐Ericsson (Lund, Sweden), 
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where spend data is consolidated and analyzed. The ability and permission to send spend data 

from all sites should not be a problem. But ST‐Ericsson should also collect all pro forma data 

from EMP and ST‐NXP Wireless and analyze it to see where opportunities can be found. 

Collecting all data from the two companies can be a problem and at EMP it is impossible to 

separate their part from wild invoices and travel and expenses from Ericsson. 

4.1.9: Contract Compliance and Vendor Compliance 

To reduce expenses/costs in spend under management the largest commodity should first be 

under management, the same applies for contract compliance and Database for contracts needs to 

be used, to contain contracts in a database for overview in different purchasing situations. In the 

spend analysis tool different KPIs(key performance indicators) should be build up to measure 

supplier performance and find leakage in negotiated terms. 

 In the bank has a lot of spend was associated to one‐time vendors and was not working in an 

optimal way. With the existing setup it is not easier to monitor that all purchase orders are 

purchased from an existing supplier and to avoid one‐time vendors. 

All procurement personnel are free to purchase products, if the product is not available in the 

predefined catalogues, with petty cash and advance payments. This purchasing behaviour should 

be under constant monitoring and analyzed to set up new vendor catalogues system with 

products purchased with method to minimize spend in this category. 

The bank is not optimally dealing with wild invoices directly and as it needs to be analyzed. 

Unfortunately is this impossible because there is no separate record and system to analyse them. 

To prevent people from conduct this sort of purchasing, data (including who purchased it) need 

be available for extracting. Due to this the right person can be contacted and secure that this will 

not happen again. 

4.1.10: Sustainable Purchasing Transformation 

To ensure that Dashen have a good working purchasing department, new processes have to be 

implemented. To become more of a best in class organizations, there should be a spend analysis 

tool and proper processes for extracting data needs to be implemented. This to achieve spend 

visibility throughout the company and perform valuable spend analysis reports that supports the 

organization. 

Avoiding people running around with papers, automatic purchase request procedure has to be 

created. With the purchase request procedure the bank could achieve an easy and effective 

method for employees to request products. 
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4.2: Results of interview and discussion 

The selected key were requested different questions on the practise and expectation regarding 

spend analysis and the results summarized are summarised. Here is the synopsis of the interview 

results. 

Question regarding what is the primary objective of the spend analysis initiative in your 

organization. The four most mentioned objectives were, Cost saving, performance improvement, 

increased leverage and increased centralization/supply chain rationalization. 

Different questions were raise on what are the challenges, and impediments for effective 

procurement spend analysis. As regards to effort required to improve internal systems and tools 

that help to improve spend analysis effort, the three most important mentioned by respondent are 

Increased centralization of purchasing operations, Additional staff ,and Benchmarking data. 

On what are the three most important attributes of a successful spend analysis program 

pertaining to the accuracy of the data involved, the four most mentioned attributes were Internal 

reviews of spend data, Centralization of purchasing operations, Electronic purchasing solutions 

(ERP/MRP systems) and Supplier performance monitoring tools. 

There were several barriers that were mentioned by respondents that could prevent or hinder the 

achievement of spend analysis goals in Dashen bank. Among other things,                                                                                                                                                                        

lack of needed tools and resources (e.g., systems), Lack of support to procurement from staff in 

other functional areas, High levels of spend outside of purchasing, Lack of top management 

support and Lack of support from purchasing staff. 

As regards to improvement that help to make effective in spend analysis, Support from others in 

the organization particularly from top management, information technology staff unit, increased 

centralization of purchasing operation, cost reduction targets and application of performance 

measurement systems are stated improvement. 

The actual commodity areas in which your Dashen need to pursue supply base rationalization 

stated are several, but the most important one mentioned by respondents are many and some of 

them are 

As regards to Category team composition, there is no full-time dedicated staffs or manager for 

category management in the bank and done yearly by procurement staff and staff from different 

functions are represented. There is no special reward or compensation for category team and 

performance and there is no established category team communication guideline. The category 

team have low levels of internal and external decision making authority and no executive 

sponsor from executive management. 
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4.3: Descriptive Quantitative Data Analysis and Interpretation 

4.3.1: General Demographic characteristics of respondents 

This section describes the respondents‘ general characteristics about sex, age, educational 

qualification and work experience. 

Table 1 Sex of respondents 

 Frequency Percent Valid Percent Cumulative Percent 

Valid 

MALE 27 87.1 87.1 87.1 

FEMALE 4 12.9 12.9 100.0 

Total 31 100.0 100.0  

 

As depicted in table.1above, sex wise, 87% of the respondents were male and the remaining 4% 

were females. The second item of the same table shows the age of the respondents. 

 

Table 2 AGECATEGORY 

 Frequency Percent Valid Percent Cumulative Percent 

Valid 

UNDER25 3 9.7 9.7 9.7 

25UPTO34 11 35.5 35.5 45.2 

35UPTO44 12 38.7 38.7 83.9 

45UPTO54 4 12.9 12.9 96.8 

ABOVE55 1 3.2 3.2 100.0 

Total 31  100.0  

 

As shown in the table above, 9, 7% of the respondents are under 25 years old, 45.2% of them 

were between 25-34 years old. And 38, 7% of the respondents were found between35-44 years 

old and whereas, 12.9% of respondents were found between 45-54 years old. Lastly, 7.9 % and 

6.4% of the respondents are above age of 40 and 18-25 respectively. It can be understood that 

majority of the respondents are adults which is between ages 26-40 years old. In most situation 

adults are very eager and have a good tendency to interact new technology and change. 
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Table 3 EDUCATIONAL BACKGROUND OF RESPONDENTS 

 Frequency Percent Valid Percent Cumulative Percent 

 

DIPLOMA 1 3.2 3.2 3.2 

BACHLORSDEGREE 20 64.5 64.5 67.7 

MASTERSDEGREE 10 32.3 32.3 100.0 

Total 31 100.0 100.0  

 

As shown in figure 4.1, out of the total of 31 respondents the majority of the respondents were 

first degree holders (64.5%) and diploma holders (3.2%). The rest 32,3% of respondents have 

master degree &above. People with the higher level of education have more exposure to 

computer skills than people with the lesser education. From this it can be conclude that on 

average majority of respondents have good academic backgrounds, so there is a tendency to 

make good managerial decision based on the knowledge they have. 

Table 4 WORK EXPERIENCE                                                    

 Frequency Percent Valid Percent Cumulative Percent 

 

BELOW4 8 25.8 25.8 25.8 

5UPTO9 12 38.7 38.7 64.5 

10UPTO19 9 29.0 29.0 93.5 

ABOVE20 2 6.5 6.5 100.0 

Total 31 100.0 100.0  

 

As shown on the table above, the majority of respondents have 5-9 years of experience and 

constitute 38.7% of all respondents followed by respondents with experience of 10-19 years and 

constitute 29% of all respondents.  Respondents below 4 years of experience constitute 25.8% of 

respondents followed by 6.5% of Respondents that have above 20 years of work experience. 

Table 5 Managerial level of respondents 

 Frequency Percent Valid 

Percent 

Cumulative 

Percent 

 

TOPMAMAGEMENT 2 6.5 6.5 6.5 

MIDDLEMANAGEMENT 19 61.3 61.3 67.7 

SENIOROFFICERS 4 12.9 12.9 80.6 

OFFICERS 6 19.4 19.4 100.0 

Total 31 100.0 100.0  
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 Of all the respondents, Middle level managers are the largest category and constitute 61, 3% 

followed by officers with 12.9%. Top level managers and senior officers constitute 6.5% and 

12.9% of all respondents respectively.  

4.4: Descriptive data analysis 

4.4.1. Participants response and data analysis 

 

Participants were given different number of statements in each section to evaluate ( Strongly 

Disagree (SD), Disagree (DA), Neutral (N), Agree (A), Strongly Agree (SA)) their perception of 

how procurement spend data is identified, collected, Cleanse, Group, and Categorize, automate 

and Analyze Spend Data, in the organization. The responses then entered to SPSS 20 version 

software and the descriptive statistical results are used to analyse and interpret the data. 

  

 

section1: How procurement spends Data is identified and collected.(Mean=2.7097      SD=.52874)   

 Table 6 DATA IDENTIFICATION AND COLLECTION 

 Frequency Percent Valid Percent Cumulative 

Percent 

Valid 

1.71 1 3.2 3.2 3.2 

1.86 1 3.2 3.2 6.5 

2.00 2 6.5 6.5 12.9 

2.14 3 9.7 9.7 22.6 

2.29 1 3.2 3.2 25.8 

2.43 2 6.5 6.5 32.3 

2.57 4 12.9 12.9 45.2 

2.71 5 16.1 16.1 61.3 

2.86 1 3.2 3.2 64.5 

3.00 3 9.7 9.7 74.2 

3.14 2 6.5 6.5 80.6 

3.29 1 3.2 3.2 83.9 

3.43 3 9.7 9.7 93.5 

3.57 1 3.2 3.2 96.8 

3.71 1 3.2 3.2 100.0 

Total 31 100.0 100.0  
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In addition, in order to have a clearer picture, frequency table was also produced for each 

indicator variable each and the response to each question is further analysed. The frequency table 

and their analysis are shown hereunder.   

Table 6.1 identification 

 

All relevant procurement spending data 

identified, from both internal and 

external source,  

 

Strongly 

disagree 

Disagree Neutral Agree Strongly 

agree 

Total 

 

F 1 13 9 7 1 31 

 

P 3.2 41.9 29.0 22.6 3.2 100.0 

There are ways and systems for the 

creation and review of a spend data 

system that contains data required to 

create a complete spend record. 

 

Strongly 

disagree 

Disagree Neutral Agree Strongly 

agree 

Total 

 

F  14 11 6  31 

 

P   45.2 35.5 13.4  100.0 

There are measures to assure 

performance of a spend data quality to 

examine the completeness of spend 

data, identify additional data elements 

 

Strongly 

disagree 

Disagree Neutral Agree Strongly 

agree 

Total 

 

F 3 10 11 7 

 

31 

 

 P 9.7 32.3 35.5 22.6  100.0 

There is a process and steps to assess 

the number, type, and usefulness of 

classification schemes currently used 

across your organization. 

 

Strongly 

disagree 

Disagree Neutral Agree Strongly 

agree 

Total 

 

F 3 11 12 5  31 

 

P 9.7 35.5 38.7 16.1  100.0 

There is a responsible work unit that 

determines if existing spends data 

collection schemes can be consolidated 
 

Strongly 

disagree 

Disagree Neutral Agree Strongly 

agree 

Total 

 

F 1 11 13 6  31 

 

P 3.2 35.5 41.9 19.4  100.0 

Existing schemes can be mapped to an 

industry standard scheme to enable 

analysis of organizational spend. 
 

Strongly 

disagree 

Disagree Neutral Agree Strongly 

agree 

Total 

 

F 2 13 14 2  31 

 

 P 6.5 41.9 45.2 6.5  100.0 

There is a process to review of data 

management processes taking into 

account existing procedures and 

systems used for extracting, cleansing, 

and classifying spend data. 

 

Strongly 

disagree 

Disagree Neutral Agree Strongly 

agree 

Total 

 

F  13 11 7  31 

 

P  41.3 35.5 22.6  100.0 
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As regards to how  well all relevant procurement spending data identified, from both internal and 

external source, are collected for the bank to make procurement spend analysis, 45.2% of 

respondents either disagree  or disagree while 25.85 of respondents agree or strongly agree with 

29%  respondents are neutral. Taking into consideration the 45.2% of strong disagree and disagree 

against the 25.85 strongly agree and agree response, thus, the level of data identification could be 

considered low. 

 

Respondents were asked the existence of ways and systems for the creation and review of a spend 

data system that contain data required to create a complete spend record, 45% of respondents 

disagree and 19.4 % agree with 35, 5% neural response and no strong disagreements or agreement 

in the response. Here also the respondents that disagree are twice the member of respondents that 

agree. It implies that the ways and systems for creation of spend data considerably low. 

 

For the question raised on the existence of measures to assure performance of a spend data quality 

to examine the completeness of spend data, identify additional data elements, 41.9% of 

respondents stated their strong disagreement or disagreement and 22.6% state their agreement 

with 35% neutral response. Though the member of respondents that strongly disagree and 

disagree is still the highest, the respondents that agree are one third of the total respondents. It 

implies that the measure to assure performance of spend data is moderately low. 

 

On the question regards to process and steps to assess the number, type, and usefulness of 

classification schemes currently used across your organization, 45.2% of respondents strongly 

disagree or disagree while 16.1% 0f respondents agree with 38.7% neutral response. Here, one 

can observe the number of respondents agree is less by three fold with a considerable number of 

respondents being neutral. It implies that the processes and steps to assess the member, type and 

usefulness of classification scheme are considerably low.   

 

whether there is a responsible work unit that determines if existing spends data collection schemes 

can be consolidated, 38 .7% of respondents strongly disagree or disagree with 41.9% neutral 

response while 19.4% 0f respondents agree and none respondent has responded strongly agree. It 

could be implied that there is vagueness and uncertainty on the responsible work unit that 

determine data collection scheme as nearly eighty percent of respondents are either neutral, 

strongly disagree or disagree. 

 

The question on the existence of a responsible work unit to assess the existing schemes can be 

mapped to an industry standards scheme to enable analysis of organization spend, 48% of 

respondents strongly disagree or disagree with 45,2% neutral response while 6.5% agree and no 

respondent strongly agree. It implies that the assessment of existing schemes with industry 

standards is considerably low as nearly half of respondents strongly disagree or disagree and the 

neutral response is added the number of respondents will be more than ninety percent of  all 

respondents.  
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 As regards to process to the review of data management processes taking into account existing 

procedures and systems used for extracting, cleansing, and classifying spend data, 41.9 % of 

respondents disagree with 35.5 neutral response and 22.6 % agree and no respondents strongly 

agreed o strongly agree. Here, no strong agree or strongly agree response and number of 

respondents that disagree and neutral constitute three fourth of total respondents and a quarter of 

respondents agree. Thus, it implies the process to review data management process for extracting, 

cleansing, and classification taking into account existing procedure and system is moderately low. 

Table 7 data cleansed grouped and categorized 

Section 2: How procurement spends Data is cleansed, grouped, and categorized 

     (Mean=2.8602        SD:.58862) 

 Frequency Percent Valid Percent Cumulative Percent 

Valid 

2.00 3 9.7 9.7 9.7 

2.33 7 22.6 22.6 32.3 

2.67 6 19.4 19.4 51.6 

3.00 7 22.6 22.6 74.2 

3.33 3 9.7 9.7 83.9 

3.67 2 6.5 6.5 90.3 

4.00 3 9.7 9.7 100.0 

Total 31 100.0 100.0  

 

 

 

In this section respondents were requested three questions that aim to assess the level of 

how procurement spends Data is cleansed, grouped, and categorized. The response of 

respondents for all the three questions along with frequency and percentages are depicted 

on the table her under.  

Table 7.1 indicator 

There are processes are necessary to 

insure accurate organization and 

correlation of spend data and to enable 

actionable analyses. 

 

Strongly 

disagree 

Disagree Neutral Agree Strongly agree Total 

 

F 1 13 9 8  31 

 

P 3.2 41.9 29.0 25.8    100 

There is a guide line and criteria for 

grouping and categorizing spend data.  

Strongly 

disagree 

Disagree Neutral Agree Strongly agree Total 

 

F 3 13 7 8  31 

 

P 9.7 41.9 22.6 25.8  100 
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There are higher-level classification of 

spend categorizing on how much the 

bank is spending in on specific categories 

in total and with each supplier. 

 

Strongly 

disagree 

Disagree Neutral Agree Strongly agree Total 

 

F 2 17 8 4  31 

 

P 6.5 54.8 25.8 12.9  100 

 

The first question respondents requested was on the existence of processes that are 

necessary to insure accurate organization and correlation of spend data and to enable 

actionable analyses, 45.2% of respondents either strongly disagree or disagree with 29% 

neutral response and 25 % agree and none strongly agree response. It implies that the 

existence of processes necessary to insure accurate organization and correlation is 

moderately low 

 

As regards to the existence of a guide line and criteria for grouping and categorizing spend 

data nearly half of respondents strongly disagree and disagree while 25.8% agree with 

neutral response of 22.6%. No respondents strongly agree. It implies that the guide line and 

criteria for grouping and categorizing spend data is considerably low. 

Table 8 DATA AUTOMATION 

 

To the third and final question in this section that assess the existence of higher-level 

classification of spend categorizing and on how much the bank is spending is on specific 

categories in total and with each supplier,  the respondents that disagree or strongly 

disagree are 61.3% with 25,8% neutral response . Only 12, 9% of respondents agree and no 

Section .3: how to create repeatable processes( automation) 

 

                       (Mean:2.6344      SD:  .68505) 

 Frequency Percent Valid Percent Cumulative Percent 

Valid 

1.67 2 6.5 6.5 6.5 

2.00 8 25.8 25.8 32.3 

2.33 5 16.1 16.1 48.4 

2.67 6 19.4 19.4 67.7 

3.00 3 9.7 9.7 77.4 

3.33 2 6.5 6.5 83.9 

3.67 4 12.9 12.9 96.8 

4.33 1 3.2 3.2 100.0 

Total 31 100.0 100.0  
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response of strongly agree. It implies that higher level classification and level of specific 

category in total with each supplier is very low. 

 

 

In this section also three questions were raised to respondents to assess the how the bank 

creates repeatable process that is the levels of automation in spend analysis. The response 

of respondents along with the frequency and percentages are depicted on the table here 

under.  

Table 8.1 indicators 

There is management system that enable 

procurement spend data extraction, 

classification, enhancement, and analysis 

activities be supported by automation and 

services that can streamline existing 

procedures and make spending analysis a 

repeatable process. 

 

Strongly 

disagree 

Disagree Neutral Agree Strongly agree Total 

 

F 1 15 10 5  31 

 

P 3.2 48.4 32.3 16.1  100 

There is a plan in the bank in creating a 

repeatable process may require directly 

licensing automated data cleansing and 

classification software or engaging 

consultants or other service providers 

that leverage such solutions to deliver a 

turnkey spend dat 

 

Strongly 

disagree 

Disagree Neutral Agree Strongly agree Total 

 

F 2 15 10 4  31 

 

  

P 

6.5 48.4 32.3 12.9  100 

There are system in place that enable 

procurement function to incorporate the 

knowledge of internal sourcing and 

commodity experts into the automated 

system through the use of software 

engine rules and self-learning 

capabilities. 

 

Strongly 

disagree 

Disagree Neutral Agree Strongly agree Total 

 

F 3 14 9 5  31 

 

P 9.7 45.2 29.0 16.1  100 

    

To the question whether there is a plan in the bank in creating a repeatable process may 

require directly licensing automated data cleansing and classification software or engaging 

consultants or other service providers that leverage such solutions to deliver a turnkey 
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spend data ,54% of respondents strongly disagree or disagree and 32.3 were neutral. 12.9% 

of respondents agree and none of the respondents strongly agree. 

To the question on system in place that enable procurement function to incorporate the 

knowledge of internal sourcing and commodity experts into the automated system through 

the use of software engine rules and self-learning capabilities, 54.8% of respondents 

strongly disagree or disagree and 29% were neutral. No response of strongly agree but 

16.1% agree. Her also one can observe very similar responses to the question raised in the 

first question above and one can draw similar implication and assess the incorporation of 

knowledge of internal sourcing and commodity experts into automated system is very low.  

Table 9 DATA SPEND ANALYIS 

Section 4: Analysing Spend Data 

                               (Mean:2.7097          SD:    .60241 )  

 Frequency Percent Valid Percent Cumulative Percent 

Valid 

2.00 10 32.3 32.3 32.3 

2.50 5 16.1 16.1 48.4 

3.00 10 32.3 32.3 80.6 

3.50 5 16.1 16.1 96.8 

4.00 1 3.2 3.2 100.0 

Total 31 100.0 100.0  

 

In this section, two questions were raised to assess the level of analysing procurement 

spend data. The responses of respondents along with the frequency and percentages are 

depicted on the table her under. 

 

Table 9.1 indicator 

There is a regular analysis of 

collected spend data is necessary 

to support 
 

Strongly 

disagree 

Disagree Neutral Agree Strongly 

agree 

Total 

 

F  16 12 3  31 

 

P  51.6 38.7 3.7  100.0 

There is known organ in the bank 

that determine whether the 

current procurement structure, 

processes, and roles are adequate 

to support a more strategic 

approach to acquiring goods and 

services. 

 

Strongly 

disagree 

Disagree Neutral Agree Strongly 

agree 

 

 

F  11 14 6  

 

  35.5 45.2 19.4  
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P 

 

To the first question was on the a regular analysis of collected spend data  necessary to 

support management decision and  more than half of respondents disagree and 38.75 of 

respondents were neutral while 9.7% agree and no response of strongly agree. Here one 

could imply that the regular analyses spend data to support management decision is very 

low.  

 

Whether there is known organ in the bank that determine whether the current procurement 

structure, processes, and roles are adequate to support a more strategic approach to 

acquiring goods and services, 35.5 % disagree  and 19.4 5 agree while 45.2% of 

respondents were neutral and no response of strongly disagree or strongly agree. One third 

of all respondents disagree and the majority of respondents are neutral implies that the way 

the bank determine procurement structure, processes and roles to support strategic 

approach is very low. 

Table 10 DATA  UTILIZATION 

 

 Section 5:  Spend Category Management and Practise. 

In this section respondents were requested to assess the level of utilization of procurement 

spend data. Four questions pertinent to the case under consideration and responses of 

respondents along with frequency and percentages are shown on the table here under.    

 

 

          ( Mean: 2.5968     SD: 0.7597) 

 Frequency Percent Valid Percent Cumulative Percent 

Valid 

1.50 3 9.7 9.7 9.7 

1.75 1 3.2 3.2 12.9 

2.00 6 19.4 19.4 32.3 

2.25 4 12.9 12.9 45.2 

2.50 4 12.9 12.9 58.1 

2.75 5 16.1 16.1 74.2 

3.25 1 3.2 3.2 77.4 

3.50 3 9.7 9.7 87.1 

3.75 1 3.2 3.2 90.3 

4.00 3 9.7 9.7 100.0 

Total 31 100.0 100.0  
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Table 10.1 indicator 

There is a system in place to 

identify opportunities for 

reducing total costs by 

coordinating purchasing across 

the organization 

 

Strongly 

disagree 

Disagree Neutral Agree Strongly agree Total 

 

F 1 13 9 8  31 

 

P

              

3.2 41.9 29.0 25.8  100.0 

There is system for 

identification of opportunities 

to improve purchasing 

efficiency and optimize 

procurement spend. 

 

Strongly 

disagree 

Disagree Neutral Agree Strongly agree Total 

 

F 2 17 8 4  31 

 

P 6.5 54.8 25.8 12.9  100.0 

There is an established 

procurement spend baseline 

against which to measure and 

compare future spend activity. 

 

Strongly 

disagree 

Disagree Neutral Agree Strongly agree Total 

 

F 2 17 8 4  31 

 

P

  

6.5 54.8 25.8 12.9  100.0 

There are plans to prioritize 

improvement opportunities for 

further analysis and 

implementation procurement 

spend analysis in the bank. 

 

Strongly 

disagree 

Disagree Neutral Agree Strongly agree Total 

 

F 3 14 9 5  31 

 

P 9.7 45.2 29.0 16.1  100.0 

 

As regards to the system in place to identify opportunities for reducing total costs by 

coordinating purchasing across the organization, 45.2 % of respondents strongly disagree 

or disagree while 29% were neutral. Respondents agree to the question were 25.8% and 

none strongly agree response. Given the majority of respondents a quarter of respondents 

agree while close to half of respondents either strongly disagree or disagree and still thirty 

percent are neutral , it implies that the system in place to identify opportunities for reducing 

is low. 

Regarding the question that posed to assess the system for identification of opportunities to 

improve purchasing efficiency and optimize procurement spend, respondents that strongly 

disagree or disagree constitute 61.3% of all respondents while 25.8% were neutral.12.9 % 

of respondents agree and no response of strongly agree.  Taken into account the relatively 

low number of respondents that responded who responded agree vis-à-vis the largest 
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number of respondents who either strongly disagree and disagree and still again the neutral 

response is higher by two fold from respondents who agree, one could imply that the 

system for the identification of opportunities to improve purchasing efficiency and 

optimize spend is considerably low. 

  

 On the question raised on the existence of established procurement spend baseline against 

which to measure and compare future spend activity, 61.3% of respondents strongly 

disagree or disagree and 25.8 % were neutral. No strongly agree response whereas 12.9% 

of respondents agree. The respondents those agree are a little over ten percent of all 

respondents and there remaining near to ninety percent of respondents fall in the category 

of either strongly disagree, disagree, or neutral. This strongly imply that the existence of 

established procurement spend baseline against which to measure and compare future 

spend activity is very low. 

   

 Pertinent to the plans to prioritize improvement opportunities for further analysis and 

implementation procurement spend analysis in the bank, more than half of respondents 

strongly disagree or disagree while 29% were neutral. 16.1% of respondents agree and no 

respondent strongly agree. The responses showed similarity with the response given above 

question and so it implies similar very low level to the plans to prioritize opportunities 

analysis and implementation of spend analysis. 

   

Section: 6 In this section the researcher is seeking to state your level of agreement and 

disagreement on how procurement spend data category practise, in Dashen bank. 

 

Table 11 CATEGORYMGT  

(Mean: 2.9498        SD:0.50743) 

 Frequency Percent Valid Percent Cumulative 

Percent 

Valid 

2.11 1 3.2 3.2 3.2 

2.22 2 6.5 6.5 9.7 

2.33 2 6.5 6.5 16.1 

2.44 3 9.7 9.7 25.8 

2.56 3 9.7 9.7 35.5 

2.67 1 3.2 3.2 38.7 

2.78 1 3.2 3.2 41.9 

2.89 3 9.7 9.7 51.6 

3.00 1 3.2 3.2 54.8 

3.22 3 9.7 9.7 64.5 

3.33 3 9.7 9.7 74.2 



52 | P a g e  
 

3.44 
4 

 
12.9 12.9 87.1 

3.56 3 9.7 9.7 96.8 

4.00 1 3.2 3.2 100.0 

Total 31 100.0 100.0  

 

In this section, nine questions that enable to assess the category management practice in 

Dashen bank. The response of respondents along with frequency and percentages are 

shown on the table here under. 

 

Table 11.1 indicators 

There is a separate category 

team for identification and 

creation of categories and that 

is well integrated in the overall 

procurement process. 

 

Strongly 

disagree 

Disagree Neutral Agree Strongly 

agree 

Total 

 

F  6 12 13  31 

 

P  19.4 38.7 41.9  100.0 

There is target to increase the 

portion of category coverage 

and create new categories. 
 

Strongly 

disagree 

Disagree Neutral Agree Strongly 

agree 

Total 

 

F  7 16 8  31 

 

P  22.6 51.6 25.8  100.0 

There is the workload in the 

procurement function that 

hinders to undertake category 

management. 

 

Strongly 

disagree 

Disagree Neutral Agree Strongly 

agree 

Total 

 

F 2 6 11 11 1 31 

 

P 6.5 19.4 35.5 35.5 3.2 100.0 

Different functions and work 

units are represented or 

participate in category 

management. 

 

Strongly 

disagree 

Disagree Neutral Agree Strongly 

agree 

Total 

 

F  10 14 7  31 

 

P  32.3 45.2 22.6  100.0 

There is a well established 

communication channel and 

sufficient time among all 

concerned work units that are 

important in category 

management activity. 

 

Strongly 

disagree 

Disagree Neutral Agree Strongly 

agree 

Total 

 

F 3 12 11 4 1 31 

 

P 
9.7 38.7 35.5 12.9 3.2 100.0 
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The procurement function has 

high levels of internal and 

external decision making 

authority and management 

support to implement category 

management initiative. 

 

Strongly 

disagree 

Disagree Neutral Agree Strongly 

agree 

Total 

 

F 1 6 13 11  31 

 

P 3.2 19.4 41.9 35.5  100.0 

All stakeholders are there any 

important to the category 

management activity and their 

expectations are well integrated 

into the process. 

 

Strongly 

disagree 

Disagree Neutral Agree Strongly 

agree 

Total 

 

F 1 10 14 6  31 

 

P 3.2 32.3 45.2 19.4  100.0 

 

Respondents were requested on the category team identification for identification and 

creation of categories and the integration in the overall procurement process, none of the 

respondents strongly disagree or strongly agree while 38.7% were neutral. The response of 

agree and disagree were 41.9% and 19.4 respectively. It could be implied that the 

identification and creation of categories is relatively high as the respondents that responded 

agree are more than twofold from those disagree.  

 

Whether there is a is target to increase the portion of category coverage and create new 

categories,  nearly half of respondents were neutral and respondents that agree or disagree 

were 25.8% and 22.6% respectively and none of the no respondents  replied strongly 

disagree or strongly agree. As the response of agree and disagree are somewhat the same 

and the majority of respondents are neural, it could be implied that the understanding and 

clarity of category coverage and creation is not only low but also not clear in the bank.   

 

Regarding the workload in the procurement function that hinders to undertake category 

management, respondents that are neutral and agree were 35.5 % each and 25.8% strongly 

disagree or disagree while the response for strongly agree was only 3.2%. It implies that 

the work load in the procurement function is not well recognised as the responses are fairly 

similar in the neutral, agree and disagree response category.  

There is an executive 

sponserthat makes 

sure work is priotized 

and implemented 

 

Strongly 

disagree 

Disagree Neutral Agree Strongly 

agree 

Total 

                                      F                                          12 13 5 1 31 

                                     p                                                                                                                      38.7 41.9 16.1 3.2 100.0 

There are initiatives 

that involve external 

consultants internal 

expertise 

 

Strongly 

disagree 

Disagree Neutral Agree Strongly 

agree 

Total 

                                      F 1 8 15 6 1 31 

                                       P 

3.2 25.8 48.4 19.4 3.2 100.0 
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As regards to the representation and participation different functions and work units are in 

category management,  respondents that disagree, neutral and agree were 32.3% , 45,2% 

and 22.6% respectively. None of the respondents strongly agree or strongly disagree. And 

thus, the level of participation and representation of different functions is moderately low.  

 

On the question of well established communication channel and sufficient time among all 

concerned work units that are important in category management activity, 38.7 % and 

35.5% of responded  as  disagree  and  neutral  respectively  while  9.7 %  respondents  that  

responded agree were 12.9% and it implies the communication channel and time among 

concerned units is moderately low. 

 

The question whether the procurement function has high levels of internal and external 

decision making authority and management support to implement category management 

initiative,  respondents strongly disagree or disagree were 22.6% while 41.9% were neutral. 

35.5% of respondents replied agree and no response on strongly disagree; this implies that 

the procurement level of decision making authority and management support for 

implementation of category management is relatively high.  

 

 As regards to whether the participation of all stakeholders important to the category 

management activity and their expectations are well integrated into the process, 35.5% 

strongly disagree or disagree and 45.2% were neutral while that replied agree were19.4 %, 

thus imply the low level of stakeholders participation and less integration of their 

expectation .  

 

 The question on an executive sponsor that makes sure category work is prioritized and 

implemented, the respondents that disagree or neutral are 80% and only 19.2 % either 

agree or disagree. It has a strong implication that the role of the executive sponsor role is 

very low.  

 

 On the role of procurement functions to the initiatives that involve external consultants or 

internal experts to help with data extraction during certain category management activities 

and its understanding the complex relationship around categories,  nearly half of the 

respondents are  neutral and 29% disagree or strongly disagree while both agree and 

strongly agree responses were 22.6%. it implies the role of procurement function to 

internal and external initiative in category data extraction is significantly low. 

 

Section: 7 In this section the researcher is seeking to state your level of agreement and 

disagreement on how procurement spend data category staff competency, in the bank .  
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Table 12 COMPETENCYLEVEL 

(Mean: 2.7177      SD: 0.62163) 

 Frequency Percent Valid Percent Cumulative Percent 

Valid 

1.50 1 3.2 3.2 3.2 

1.75 2 6.5 6.5 9.7 

2.00 1 3.2 3.2 12.9 

2.25 6 19.4 19.4 32.3 

2.50 4 12.9 12.9 45.2 

2.75 5 16.1 16.1 61.3 

3.00 5 16.1 16.1 77.4 

3.25 3 9.7 9.7 87.1 

3.50 1 3.2 3.2 90.3 

3.75 1 3.2 3.2 93.5 

4.00 2 6.5 6.5 100.0 

Total 31 100.0 100.0  

 

In this section, four questions pertinent to assess the level of competency of staff in spend 

analysis and category management are requested and the responses of respondents along 

with frequency and percentages are depicted on the table her under. 

 

Table 12.1 indictors 

Understands the principles and processes 

of category management and the benefits 

and constraints of taking a category 

approach and organize requirements into 

appropriate categories and undertake 

basic spend analysis. 

 

Strongly 

disagree 

Disagree Neutral Agree Strongly agree Total 

 

F  5 12 14  31 

 

P  16.1 38.7 45.2  100.0 

Understands the principles of market 

shaping and developing supplier 

capability. Is aware of the importance of 

data analysis, stakeholder requirements, 

and category management tools and 

techniques and assist in the preparation 

of category strategies 

 

Strongly 

disagree 

Disagree Neutral Agree Strongly agree Total 

 

F 1 9 13 8  31 

 

P 3.2 29.0 41.9 25.8  100.0 
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Undertakes strategic analysis including 

suppliers, supply markets and category 

research to develop and inform category 

management plans. Identifies risks and 

issues. Identifies and instigates 

collaborative opportunities and detailed 

category strategies. 

 

Strongly 

disagree 

Disagree Neutral Agree Strongly agree Total 

 

F 2 15 10 3 1 31 

 

 

P 

6.5 48.4 32.3 9.7 3.2 100.0 

Experienced in all aspects of category 

management. Effective in promoting the 

benefits of category. Management to 

senior stakeholders. Implements category 

management solutions and drive through 

benefit realization plans. Strategy 

 

Strongly 

disagree 

Disagree Neutral Agree Strongly agree Total 

 

F 8 14 7 1 1 31 

 

P 

25.8 45.2 22.6 3.2 3.2 100.0 

  

Question regarding the level of understanding of staff the principles and processes of 

category management and the benefits and constraints of taking a category approach and 

organize requirements into appropriate categories and undertake basic spend analysis,  38% 

of respondents were neutral and 45.2% agree while 16.1%  disagree while none 

respondents strongly agree or strongly disagree. It implies the understanding of principles; 

processes and benefits of category team are moderately high. 

  

 The level of understanding of staff the principles of market shaping and developing 

supplier capability and awareness of the importance of data analysis, stakeholder 

requirements, and category management tools and techniques and assist in the preparation 

of category strategies, implies that the level of understanding of staff is lower than the 

moderately high the above question and could be attributed to the higher level of 

competency required in the later.     

 

On the ability to undertakes strategic analysis including suppliers, supply markets and 

category research to develop and inform category management plans; identifies risks and 

issues; identifies and instigates collaborative opportunities and detailed category strategies 

, more than half of respondents strongly disagree or disagree, 32.3% were neutral  and 

nearly 10% of respondents strongly agree or agree. This has a strong implication that the 

level of ability to undertake the tasks is considerably low. 

 

 On the experienced in all aspects of category management; effective in promoting the 

benefits of category; management to senior stakeholders; implements category 

management solutions and drive through benefit realization plans, strategically influences 
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the requirement, 71% strongly disagree or disagree while 29% of respondents either agree, 

neutral or strongly agree. It implies that the experience of in aspects in the question is very 

high.   
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Chapter 5: conclusion and recommendation. 

5.1 conclusion 

In this chapter the conclusion will be described. The conclusion reflects the collected 

empirical material and the analysis. Recommendations that have been found in the study 

will be described.  

In today hard business climates, with big cost savings and small margins, it is important to 

understand where money can be saved in the enterprise. Based on this study, there is 

compelling reasons for Dashen to develop new processes and implement relevant tools to 

obtain a better purchasing process, and identification of weaknesses in spends analysis and 

achieving full spend visibility. 

Procurement spend data identification and collection 

As regards to how well all relevant procurement spending data identified, from both internal 

and external source, are collected for the bank to make procurement spend analysis, is 

assessed as considered low. The ways and systems for the creation and review of a spend 

data system that contain data required to create a complete spend record is also considerably 

low. The measures to assure performance of a spend data quality to examine the 

completeness of spend data, identify additional data elements, is moderately low and  the 

process and steps to assess the number, type, and usefulness of classification schemes 

currently used in the bank, are also considerably low.   

 

The study indicates that there is considerably high vagueness and ambiguity regarding the 

responsible work unit that determines spends data collection schemes consolidation, assess 

the existing schemes compared with an industry standards scheme to enable analysis of 

banks spend. The process to the review of data management processes, procedures and 

systems used for extracting, cleansing, and classifying spend data, is also moderately low. 

 

Procurement data grouping, cleansing and categorization 

Processes that are necessary to insure accurate organization and correlation of spend data 

and to enable actionable analyses, are moderately low while the guide line and criteria for 

grouping and categorizing spend data is considerably low. 

The higher-level classification of spend categorizing and on how much the bank is 

spending is on specific categories in total and with each supplier, is very low. 
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Spend data automation 

 

The management system that enable procurement spend data extraction, classification, 

enhancement, and analysis activities be supported by automation is at very low level and 

there is low effort in creating a repeatable process automation by may directly licensing 

automated data cleansing and classification software or engaging consultants or other 

service providers that leverage such solutions to deliver a turnkey spend data.  

The system in that enable procurement function to incorporate the knowledge of internal 

sourcing and commodity experts into the automated system through the use of software 

engine rules and self-learning capabilities is very also very low.  

 

Data utilization  

Regular analysis of collected spend data  necessary to support management decision as 

well as the procurement structure, processes, and roles are adequate to support a more 

strategic approach to acquiring goods and services, is very low. 

 

Category management 

The way by which category is identified and created as well as the integration in the overall 

procurement process, among other things  is very and thus to target increase the portion of 

category coverage and create new categories,  is consequently the understanding and 

clarity of category coverage and creation is not only low but also not clear in the bank.   

 

The workload in the procurement function that to undertake category management, is not 

well recognise and the representation and participation different functions and work unit is 

also moderately low. The communication channel and sufficient time resources that are 

important in category management activity, did receive moderately low level of attention. 

 

The procurement function internal and external decision making authority and management 

support to implement category management initiative is relatively high where as there is 

the low level of stakeholders participation and less integration of their expectation.  

 

 The category management practise highly lack an executive sponsor that makes sure tasks 

are prioritized and implemented, and procurement functions to take initiatives that involve 

external consultants or internal experts to help with data extraction and its understanding 

the complex relationship around categories, is significantly low. 

 

The level of understanding of procurement staff the principles, processes and benefits of 

category management and the organize requirements into appropriate categories and 

undertake basic spend analysis, is moderately high. However the level of understanding of 

staff the principles of market shaping and developing supplier capability and awareness of 
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the importance of data analysis, stakeholder requirements, and category management tools 

and techniques and assist in the preparation of category strategies,  is moderately low.  

On the ability to undertakes strategic analysis including suppliers, supply markets and 

category research to develop and inform category management plans; identifies risks and 

issues; identifies and instigates collaborative opportunities and detailed category strategies, 

is considerably low. The level of staff experience in all aspects of category management; 

effectiveness in promoting the benefits of category; management of senior stakeholders; 

implements category management solutions and drive through benefit realization plans, is 

significantly low. 

 

 5.2Recommendation 

 

The bank should focus on securing its processes for extracting and consolidating spends 

data. Make new commodity classification to easier find opportunities and pooling spend 

and implement spend analysis tools for analyzing both Performa spend and future. 

The bank need to create a foundation of spend analysis knowledge at the company and how 

this can be used at the purchasing department and other functions that perform 

procurement.  

Spend Visibility  

To secure spend visibility at Dashen bank; new processes must be created to assure that all 

spend in the company is collected. All data must be extracted worldwide from all system; 

this means that the process for extracting data can be the same for all functions in the bank. 

The severe part is to ensure that all data is collected, POs, expense reports and wild 

invoices.  

ETLA process  

The bank need to deploy spend analysis program uses procurement information system, 

which makes it easier to develop data extraction transformation cleansing load and analysis 

and easy and repeatable because it has to be conducted once a month, to be able to conduct 

up to date spends analysis. First extracting data from the ERP systems and sends to one 

site, where the data is loaded in a spend analysis tool. When the data is loaded into the 

spend analysis tool enrichment and classifications is being performed. Enrichment should 

contain, making supplier spelling correct and commodity fields consistent, parent supplier 

and commodity classification. When all this is executed, analysis of all company spend can 

be performed.  

Commodity classification  

Classification of commodities consists of material groups have to be identified; when a 

product is purchased it should be allocated to specific material group. Problem with the 

material groups is that they are too few groups and does not include any subcategories. 
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New material groups should be developed or a standard taxonomy classification should be 

implemented. Taxonomies are important in spend analysis; because it determines how 

easily a company can search and discover opportunities in spend transactions.  
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Table 13 Descriptive Statistics 

 

 N Minimu

m 

Maximu

m 

Mean Std. 

Deviation 

Skewness Kurtosis 

Statistic Statistic Statistic Statistic Statistic Statistic Std. 

Error 

Statistic Std. 

Error 

Data identification 31 1.71 3.71 2.7097 .52874 .048 .421 -.748 .821 

Data collection 31 2.00 4.00 2.8602 .58862 .498 .421 -.526 .821 

Data automation 31 1.67 4.33 2.6344 .68505 .681 .421 -.275 .821 

Data spend analysis 31 2.00 4.00 2.7097 .60241 .202 .421 -1.056 .821 

Data utilization 31 1.50 4.00 2.5968 .75740 .518 .421 -.695 .821 

Category mgt 31 2.11 4.00 2.9498 .50743 .030 .421 -1.138 .821 

Competency level 31 1.50 4.00 2.7177 .62163 .255 .421 -.133 .821 

Valid N (list wise) 31         

 

 

 

 

 

 



 

Appendix 1: questionnaire 

 

ADDIS ABABA UNIVERSITY 

SCHOOL OF COMMERCE 

Department Of LOGISTICS AND SUPPLY CHAIN MANAGEMENT 

POST GRADUATE PROGRAMME 

Dear Respondents, 

First of all I would like to forward my heartfelt gratitude and respect to you for 

administering this questionnaire honestly and responsibly. The questionnaire is designed to 

collect the necessary information to undertake a research on the topic "Assessment of 

procurement spending analysis" for the partial fulfilment of Master of Arts degree in 

Logistics and Supply Chain Management at Addis Ababa University, College of Business 

and Economics – School of Commerce. 

For the purposes of this study, spend analysis is defined as the process of identifying 

current spend to determine organization‘s spend according to who is buying, how much is 

being spent, what is being bought and from which suppliers. It is the ability to access, 

manage, and analyse spend based on timely, accurate, and detailed manner. Procurement 

spend data is the first instance in developing sound sourcing strategies, spotting savings 

opportunities, areas of critical importance, monitoring contract compliance, comparing 

actual against the allocated budget, and enhance operational performance. 

Therefore, your genuine, frank and timely responses are quite vital to determine the 

success of this study. So, I kindly request your contribution in filling the questionnaire 

honestly and responsibly. (No need of writing your name) 

In all cases, answer options are available. Please follow the instructions accordingly. 

Questionnaire will be strictly confidential and will exclusively be used for this Finally, I 

would like to confirm you that all the information you provide in this research purpose. 

Thank you very much ahead for your cooperation! 

Zelalem Taddese. Graduate student in logistics and supply chain management. 

For any enquiries you can reach me in the following address. 

Mobile telephone: 0911-180324/0912-895589, E-mail: Zelalemtaddese@gmail.com 

Section I: Participant Information 

1. Sex:        □ Male                                         □ Female 

2. Which of the following age categories describes you? 

mailto:Zelalemtaddese@gmail.com


 

        □Under 25        □25-34         □35-44           □45-54          □ 55 and above 

3. Number of years you have worked for the corporation.(In years) 

         □ 0-4              □ 5-9                 □10-19             □20 years or more 

4.. Educational Qualification: 

     □College Diploma                                            □BA/BSc Degree 

     □Masters Degree PhD                                    Other (please state) -------------------- 

Section: 2 In this section the researcher is seeking to  state your level of agreement and 

disagreement on how procurement spend data is identified, collected, Cleanse, Group, and 

Categorize, automate and Analyze Spend Data, in your organization .There are 5 alternative 

responses. Please tick according to the code provided below for the indicators below: 

Strongly Disagree (SD), Disagree (DA), Neutral (N), Agree (A), Strongly Agree (SA). 
Indicator 

2.1Data is identified and collected 

S
D

 

D
 

 N
  

A
 

S
A

 

1. All relevant Procurement spending data identified, from both internal and external source, are 

collected for the organization to make procurement spend analysis. 
     

2. There are ways and systems for the Creation and review of a spend data system that contain 

data required to create a complete spend record. 
     

3. There are measures to assure Performance of a spend data quality to examine the completeness 
of spend data, identify additional data elements  

     

4. There is a process and steps to assess the number, type, and usefulness of classification 

schemes currently used across your organization. 
     

5. There is a responsible work unit that determines if existing spends data collection schemes can 

be consolidated.  

     

6. There is responsible work unit to assess the existing schemes can be mapped to an industry 

standard scheme to enable analysis of organizational spend. 
     

7. There is a process to Review of data management processes taking into account existing 

procedures and systems used for extracting, cleansing, and classifying spend data. 

 

 

 

     

Section 2.2: Cleanse, Group, and Categorize Spend Data 

S
D

 

 D
A

 

N
 

A
 

S
A

 

8. There are processes are necessary to insure accurate organization and correlation of spend 

data and to enable actionable analyses. 

     

9. There is a guide line and criteria for Grouping and categorizing spend data.       

10. There are Higher-level classification of spend categorizing on how much the bank is 

spending in on specific categories in total and with each supplier. 
     

Section 2.3: Create Repeatable Processes (Automation) 

S
D

 

 D
A

 

N
 

A
 

S
A

 

11. There is management system that enable procurement spend data extraction, classification, 
enhancement, and analysis activities be supported by automation and services that can 

streamline existing procedures and make spending analysis a repeatable process. 

     

12. There is a plan in the bank in Creating a repeatable process may require directly licensing 

automated data cleansing and classification software or engaging consultants or other service 
providers that leverage such solutions to deliver a turnkey spend data management service. 

     



 

 

Section 3: In this section the researcher is seeking your specific perceptions toward the 

state your level of agreement and disagreement practise of category management in your 

organization 
Indicator 

S
D

 

D
A

 

N
 

A
 

S
A

 

20. There is a separate Category team for Identification and creation of categories and 

that is well integrated in the overall procurement process. 

     

21. There is target to increase the portion of category coverage and create new 

categories. 

     

22. There is the workload in the procurement function that hinders to undertake category 

management. 

     

23. Different functions and work units are represented or participate in category 

management. 

     

24. There is a well established communication channel and sufficient time among all 

concerned work units that are important in category management activity. 

     

25. The procurement function has high levels of internal and external decision making 

authority and management support to implement category management initiative.  

     

26. All Stakeholders are there any important to the category management activity and 

their expectations are well integrated into the process. 

     

13. There are system in place that enable Procurement function to incorporate the knowledge of 

internal sourcing and commodity experts into the automated system through the use of software 

engine rules and self-learning capabilities. 

     

Section 2.5:  utilization of spend data 

S
D

 

D
A

 

N
 

A
 

S
A

 

14. There is a system in place to Identify opportunities for reducing total costs by coordinating 

purchasing across the organization. 
15.  There is system for Identification of opportunities to improve purchasing efficiency and optimize 

procurement spend. 

     

16. There is an established procurement spend baseline against which to measure and compare future 

spend activity. 
     

17. There are plans to prioritize improvement opportunities for further analysis and implementation 
procurement spend analysis in the bank. 

     

`Section 2.4: Analyzing Spend Data      

18. There is a Regular analysis of collected spend data is necessary to support  

           management decisions for the organization. 

S
D

 

D
 

N
 

A
 

S
A

 

19. There is known organ in the bank that determine whether the current procurement structure, 

processes, and roles are adequate to support a more strategic approach to acquiring goods and 
services. 

     



 

27. There is an executive sponsor that makes sure category work is prioritized and 

implemented. 

     

28. There are initiatives that involve External consultants or internal experts to help with 

data extraction during certain category management activities. Limited role within CM 

as does not understand the complex relationship around categories. 

     

Section 4: Level of competency of procurement staff involved supply chain sourcing 

strategy formulation in your organization 

S
D

 

D
A

 

N
 

A
 

S
A

 

29. Understands the principles and processes of category management and the 

benefits and constraints of taking a category approach and Organize requirements into 

appropriate categories and undertake basic spend analysis. 

     

30. Understands the principles of market shaping and developing supplier 

capability. Is aware of the importance of data analysis, stakeholder requirements, and 

category management tools and techniques and assist in the preparation of category 

strategies 

     

31. Undertakes Strategic analysis including suppliers, supply markets and category 

research to develop and inform category management plans. Identifies risks and issues. 

Identifies and instigates collaborative opportunities and detailed category strategies. 

     

32. Experienced in all aspects of category management. Effective in promoting the 

benefits of category. Management to senior stakeholders. Implements category 

management solutions and drive through benefit realization plans. Strategically 

influences the requirement, challenging want over need. 

     

 

 

 

 

 

 

 

 

 

 

 



 

Appendix 2:  preliminary interview guide 

1. Dashen bank procurement organization 

1.1 Purchasing structure - how is category management integrated in the overall procurement process in the 

organization?  

a) What is the purchasing structure (e.g. centralized, hybrid, cross-functional teams) 

b) What is the dominant and subdominant structure (e.g. category, customer, activity, geography?) 

c) Where in the organization are team members located and why (what) 

d) Does the position of the category team depend on the characteristics of the category (e.g. regional/global location)? 

e) Purchasing governance model? What levels? Decisions at each level? Members? (purchasing council)? 

1.2 Category team composition – who is included in the category team and why?  

a) Is there a full-time category manager and how many categories does he manage (leader from purchasing?) 

b) What is the workload of other members and how many category teams do they participate in? 

c) How many different functions and locations are represented in category teams? 

d) Are suppliers invited as formal members in some category teams? 

e) How many members do the teams have? 

f)Do the composition of the team depend on category characteristics (e.g. no R&D representation in cost-focused 

categories)? 

1.3 Category team responsibility  

a) What tasks in the sourcing process is carried out by the category team and what tasks are carried out by people external 

to the team?(e.g. strategic, tactical and operational purchasing) - At some point the responsibility will be handed over. 

b) How do they develop supplier quality? 

1.4 Category team rewards and compensation 

 a) Are rewards based on individual or team performance? 

b) Are rewards shared equally among members? 

c) Who is paying for rewards and compensation (e.g. the functional department is paying salary, bonus, travel expenses) 

d) Category leader can influence rewards 



 

e) Aligned goals between business units and category teams (e.g. no conflicts of interest for team members) 

1.5 Category team communication (4m) 

a) Type of meetings (e.g. virtual meetings, physical meetings, also compensate if not in the purchasing structure) 

b) Frequency of meetings 

1.6 Category team resource availability  

a) Is there sufficient time to achieve something meaningful (e.g. 25% of time can be spent on category work for 

members?) 

b) Is there budgetary support for category teams  

c) Team members achieve appropriate training (e.g. team leader receives leadership training) 

d) The team can get help form people external to the team (e.g. get input from people that are not formal members of the 

team) 

1.7 Category team authority – does the team have high levels of internal and external decision making authority?  

a) Schedule team meetings and activities 

b) Select new members to the team 

c) Control internal team processes 

d) Make sourcing decisions without approval form people external to the category team (e.g. up to a certain amount) 

1.8 Stakeholders – are there any important stakeholders to the team and how are their expectations integrated into the 

team (3m) 

a) Is there an executive sponsor (i.e. a high-ranking manager that makes sure category work is prioritized?) 

b) External facilitator during certain category management activities (e.g. hiring consultants to help with data extraction 

or workshops) 

2. Categorization 

2.1 Category Identification – how do companies identify categories in the first place? – Who is involved 

(team/individual)  

a) How much of spend do they place into categories (e.g. 80% of total spend), what is the target? 

b) What kind of data do they use (E.g. internal spend data, supplier data, market analysis) 

c) What tools/methods are used (e.g. Pareto analysis, ABC) 



 

d) How frequently are new categories created 

e) How do you determine what to include? 

2.2 Selection/focus – how do they select what categories to focus on (prioritization on scale/learning/process)?  

a) Do they use some kind of Opportunity Analysis/Category Prioritization Matrix (e.g. portfolio models like Kraljic) – 

how to evaluate? 

b) What are the main criteria for selecting what categories to work on (scale/learning/process) 

c) Looking at both current and future spend (e.g. if companies are expanding the spend is quite dynamic) 

d) What categories to integrate across sites and which to remain under local authority 

2.3 Hierarchical structure – how many categories do they have at each level? (2m) 

a) Number of main and sub categories 

b) When do they add levels? 

2.4 Category management context  

a) Stability of categories (i.e. update frequency) 

b) Length of experience in working with category management 

c) General motivation for working with Category Management (i.e. why do they organize their purchasing organization 

as CM) 

d) Company-specific definition of Category Management & Role of CM in whole purchasing organization 

e) Benefits and challenges in working with CM (how does it influence other bus?) 

3. Process & Tools 

3.1 Corporate wide processes – what overall processes do they use that is globally established and locally followed (5m) 

a) Is there a company-wide standard sourcing approach/process, what is the effect? 

b) Is there continuous category documentation (e.g. a playbook for everyone to understand the ‗why‘ and ‗what‘ of the 

strategy) 

c) Is there an established multistage process for category management (e.g. a five-step process with a start and an end) 

3.2 Integrated IT systems – are IT systems integrated at group/corporate level and are able to present good data?  

a) Can all spend be aggregated across business units and geographies, categories 



 

b) Can data be analyzed/presented by means of a spend cube (i.e. spend per supplier, category and internal budget holder) 

c) Can data be presented based on what products suppliers offer (i.e. in order to be able to mirror the supply market)? 

3.3 Performance metrics – how do they measure performance of Category Management? (5m) 

a) Traditional benchmarking only (e.g. based on cost/price reduction) 

b) Value-based benchmarking (e.g. cost of acquisition, speed of product development, perfect supplier launches, and 

number supplier innovations) 

c) Do they benchmark in any other way? Internal or external performance benchmarking? 

d) Does the category team achieve what is intended? (i.e. are they meeting expectations?) 

About the interviewee: Personal experience in purchasing (number of years), Current position, Prior positions, Did I miss 

anything? 

4. What are the challenges and impediments for effective procurement spend analysis? 

a) What would help them be more effective in spend analysis efforts that improve internal systems and tools would help 

the spend analysis could be more successful? (rate 1from 1 to 6 in order of importance) 

 Additional time  

 Additional staff  

 Other resources 

 Increased centralization of purchasing operations  

 Benchmarking data 

 Assistance from Suppliers 

b) What they felt were the three most important attributes of a successful spend analysis program pertaining to the 

accuracy of the data involved? 

 Internal reviews of spend data 

 Centralization of purchasing operations  

 Spend analysis and visibility solutions  

 Electronic purchasing solutions (ERP/MRP systems)  

 Supplier performance monitoring tools  

 Tools to increase contract compliance and reduce maverick spend 

c. What are the potential barriers that could prevent or hinder the achievement of spend analysis goals in Dashen bank in 

order of significance?                                                                                                                                                                           

 Lack of time to devote to the effort  

 Lack of needed tools and resources (e.g., systems)  

 Lack of support from staff in other functional areas  



 

 Resistance to change  

 High levels of spend outside of purchasing  

 Lack of useful data  

 Lack of top management support  

 Lack of support from purchasing staff  

 Other  

 d. What percentage the breakdown for the of total spend that is accounted for in the spend analysis effort? 

 Up to 50% of total spend  

 51-70% of total spend  

 71-80% of total spend  

 80-90% of total spend  

 91-99% of total spend  

 100% of total spend  

 

 

 


