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White Paper
Gaining visibility and control of complex 
expenditure: the challenges and opportunities

This White Paper covers a key aspect of complex spend management that of Visibility 
and Control. We define some of the characteristics that make this type of spend so 
difficult to manage effectively and discuss a number of initiatives and best practices that 
can be adopted within an organization in order to drive significant, measurable and 
sustainable cost savings and efficiencies.   

If you want to receive information on new procurement articles then please sign up to 
receive these on the Claritum site http://www.claritum.com (scan down to the bottom of the 
page for the form.)
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Introduction 

With increasing volatility of costs associated with an increasing focus on protection of 

national interests and growing global competition, there is a need for procurement to be 

increasingly agile to respond quickly to changes in market conditions. Companies are 

scrutinizing costs closely, as they seek to uncover more opportunities for cost savings and 

any improvement in efficiency of operation. 

In this White Paper we explore the Challenges and Opportunities presented by complex, 

frequently ordered categories of indirect expenditure such as marketing services, print, 

packaging, uniforms & apparel, office supplies and related products and services.  

Indirect Spend represents on average 22% of a company’s revenues1. 

1 Accenture, , High Performance Procurement  
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Setting the scene 

Many organizations continue to find their complex expense categories difficult to 

accurately understand and effectively control, even with dedicated experts in Indirect 

Sourcing, Corporate Procurement and Supply Chain Management and applying practices 

that have successfully brought other categories under management to achieve cost 

savings and process efficiencies.  

The reasons for the challenges vary from organization to organization however, 

fundamentally, include the spend being spread across many business groups (i.e. 

decentralized), the products having unique/custom requirements, and/or sensitive 

time-lines and quality standards that cannot be compromised. Generally, these 

factors override the prudent activities regarding sourcing and exploring cost savings 

opportunities, and premium pricing is accepted at the job level without any focus on 

organizational leverage.  

Complex Expenditure – a Brief Definition 

Complex expenditure categories are often characterised by frequent, low value orders, 

often placed by large numbers of inexperienced employees under time deadlines. 

Suppliers are often keen to bypass official procurement processes and employees 

often find them a burden to be avoided. In 80% of businesses, these categories are 

sourced manually (by Internet searches, phone, fax and email) and can often bypass 

centrally mandated rules or purchasing guidelines. It is these manual processes that 

prevent most organizations from gaining the visibility and control they need to effectively 

manage their expenditure. 

Typical categories include: 
! Marketing services

! Print

! Uniforms & apparel

! Signage, exhibition and display

! Packaging & point of sale

! Gifts and premiums

! Office supplies
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So why should I prioritize complex expenditure? 

In many organizations, these categories of expenditure have been more challenging to 

address than more commoditized purchases. As a result they have been ignored as CPOs 

(Chief Procurement Officers) focused on the quicker wins or simply outsourced to agencies 

and service providers – with mixed results. 

Globally these categories are worth US$2tn with 80% of complex categories purchased 

manually. Businesses typically spend 1-3% of their turnover on complex categories and 

figures indicate that 15% – 40% savings can be achieved by bringing spend under 

management. Savings of 30% to 40% are not unrealistic according to ‘Procurement 

Leaders’.  

 So, to assess Procurement Maturity the organization needs to analyze: 

! Who is purchasing?

! What is being purchased?

! How is it being purchased?

! How much is being spent?

! How much is being purchased and from whom?

! Where are there opportunities for efficiencies and cost savings?

! Where are the process bottlenecks and other opportunities for improvement?

For most CPOs, these would elicit answers 

based on guess work and assumptions. How 

accurately is it possible to answer these 

questions? Are the answers based on current 

data or historical estimates? Has the 

organization conducted a ‘one off’ point in 

time exercise to get to the answers or is the information based on analyzing long term 

trends? Has data been extrapolated from a small subset of data to estimate for the whole 

organization or has it been possible to accurately assess what is being bought across every 

department in every business unit around the world?  

Without the deep understanding of the category or the expenditure and with ‘easier’ 

categories elsewhere, businesses will continue to ignore this significant savings opportunity.  

“I think we spend between !50m and 
!250m a year on marketing print
 across our EMEA operations” 

EMEA Procurement Lead, major 
Pharmaceuticals Company
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The Challenges of Gaining Visibility and Control 

Before fully exploring the opportunities presented by complex expenditure, it is worth setting 

out some of the challenges and discussing why many organizations lack the critical visibility 

and control to effectively manage complex spends. 

Complex spend categories provide unique challenges to organizations because they are 

often frequently ordered, specification based, have high ordering costs relative to product 

value, demand is unpredictable and dispersed through an organization and goods can be 

supplied by multiple specialist suppliers.  

Dependent on the specific requirement, these products can be bulk manufactured and called 

off from stock, or produced and configured on-demand; or made to order on a custom 

project basis. Each of these options can dramatically influence supplier selection, delivery 

schedule, quality and price. These products and services require detailed specifications from 

informed buyers. Manual processes or inappropriate technology results in lack of visibility 

and control for the buying organization and consequently excessive costs and inefficiencies.  

The nature of these complex categories resist the traditional approaches. 

Many organizations do not know the extent of who is buying, what is being 

purchased, how decisions are being made and how many suppliers are involved. 

Unfortunately, the ability to stop or even slow down the buying process, is not a 

reasonable option: these products are critical to driving revenues and operating the 

business, a successful strategy to bring order must be based on the reality that it is 

going to be done ‘on the fly’, against a strong headwind. Along the lines of doing 

mechanical work on the wing of an airplane while in flight. 

In order to compete and many cases survive in today’s markets, organizations must face the 

challenges of getting these complex expenses under management and realize the 

associated cost savings and process benefits. In many cases, the savings opportunities 

- without sacrificing creativity, quality and turnaround - are significant and scale 

from immediate to long-term returns that directly hit the bottom line. So, like many 

companies have determined, it will be challenging but worth the effort if successfully 

planned and executed. These projects are generally spirited at the top of the organization - 

those clearly seeing the big picture and responsible for the overall financial health of 

the company.  
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While the traditional ROI (Return on Investment) and TCO (Total Cost of Ownership) models 

are extremely important they tend to rely on assumptions and circumstances that are the 

‘deal breakers’ (also known as Adoption & Compliance) of realizing the benefits.  

Additionally, these early stage investigative cycles identify the lack of available data and 

information to effectively build the business case, but the need to do something is most 

certainly escalated. So to make things more difficult, managing complex categories in such a 

way that it is possible to get the spend under control, is the business equivalent of working 

blindfolded on the wing of the airplane. This is because complex categories have several 

common traits that make it very difficult to create standardized processes in order to control 

them, namely, a complex category has: 

1. Unpredictable and distributed demand

Within businesses there are many day-to-day requirements for purchasing indirect

expenditure. A new product launch, recruitment of new employee, expanding office

space, competitor activity and many other catalysts for purchasing a product or

service that at best could have been foreseen but at worst come completely out of

the blue. Whilst some of this budget could be forecast and budgeted for, the precise

requirement and exact cost can often only defined at the time of purchase.

Additionally, many areas within 

organizations need products and 

services that fall outside of pre-

negotiated catalogs of standardized 

products and services. It’s not just the IT 

department who needs IT equipment 
and there are more than just marketers 

who purchase print. So with unpredictable demand distributed across the 

organization, gaining visibility and control can be challenging.  

Many organizations use Tenders in order to identify suitable suppliers for a multi-

year contract, but fail to put tools in place to ensure the right spend goes to the 

supplier, discounts are applied appropriately or that the supplier performs as 

contracted. 

“We were managing £80m of spend 
per year. But we knew we had a 

problem when finance reviewed the 
group wide purchase ledger and 

identified a further £70m” 
Senior buyer, major UK retailer 
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Many organizations, large and small, operate in silos. Departments, business units 

and countries rightly focus on delivering their specific objectives and so adhering to 

central mandates or guidelines can be over-ridden by local demands. It is not 

uncommon to see similar requirements briefed to discrete groups of suppliers, or 

order by order deals being done without centrally negotiated leverage being realized. 

Without granular visibility of expenditure across the business, effecting change at 

ground level will be difficult if not impossible. 

2. Short purchasing cycles

For large, one off or occasional projects,

business have the time and can invest

resources in defining the business

requirements, identifying potential

suppliers, running an RFP before

shortlisting and negotiating a contract to

supply on acceptable terms.

Complex expenditures are typified by purchasing cycles which can be as short as a 

few hours, a few days or as long as a month from initial requirement being defined to 

goods being delivered and consumed. If an essential piece of equipment fails and 

cannot be fixed, it may need to be sourced and replaced within the shortest time 

frame possible. When a competitor unexpectedly makes a move, you’ll need to react 

quickly and every day counts. 

These short cycles can stay below management’s radar and although order value 

might be relatively low, the additional cost of processing transactions and 

the cumulative spend can be significant and invisible further up the organization.   

In some businesses the ‘need for speed’ results in manual sourcing. Supplier 

selection and approvals is through supplier meetings, on-line searches, phone, fax, 

email and spreadsheets. It is not uncommon for frequently ordered, smaller 

transactions to be lumped into single POs or simply mis-coded into e-procurement 

or financials ‘just to get the supplier paid’ or to ensure the spend is allocated 

to a cost centre with sufficient budget to get approved.  

“I’m an experienced buyer and get  
good prices from my suppliers.” 

Quotation from a 20 year experienced  
buyer spot buying every order and paying 

25% over the average achieved by 
colleagues in other departments 
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For example, agencies may include print under ‘fees’ or ‘creative services’ (thus 

avoiding procurement scrutiny) or employees may expense a low value purchase or 

simply select a cost code which hides the actual spend. Another example is there 

‘silos’ exist such as Business Unit A has a different process and supplier base to 

Business B – and neither speaks to each other.  

Though troubling, these are real world scenarios for many organizations. 

The result in increased costs and errors when requirements aren’t 

accurately captured; approval dates cannot be met; rush charges are incurred; and 

the planning usually associated with larger projects just is not possible. 

3. Pricing Transparency

Manual Processes 

The nature of complex expenditure also means that getting true visibility of the 

associated costs can be extremely difficult and often lower priority than ensuring 

prompt fulfillment of a requirement or solution to a problem. 

Departmental buying can often be 

delegated to junior members of staff 

to specify requirements, find 

suppliers, collect bids and present 

options to budget owners. This 

highly manual process often results 

in poorly specified or inaccurate 

requirements, a list of the most 

convenient suppliers (i.e. highest 

ranking in Google searches!) and an 

‘apples to pears’ comparison of bids 

from suppliers.  

“I was told by our departmental  
teams that every order is different  

and could not be automated. It took 
a bit of digging to get to the data  

in sufficient detail, then life became 
much easier. It turned out that the 

format of nearly 90% of our  
marketing production spend could be 
standardized without compromising 

creativity. Once you cut through 
people’s concerns and get to the real 
data, there’s a wealth of easy wins” 
Head of Indirect Expenditure, Leisure 

Brand Owner, Australia 
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All too often evaluating bids based on inadequate specifications and unqualified 

suppliers eliminates any prospects of making informed decisions.  

With no centralized visibility or control of the process, organizations are missing out 

on major savings opportunities and burdening their business with inefficiencies. 

The need for Expertise 

For many commoditized products, buyers 

can simply search for a specific product 

code or SKU. These products are typically 

priced on easy to understand factors such 

as quantity and delivery date.  

But for complex expenditure an accurate 

specification of requirements is needed. In 

many cases novice or junior buyers in a 

business will rely heavily on verbal 

instructions from the budget holder or 

project owner; a quick look at previous order 

specifications (“we bought this last time”) or 

ask the supplier to advise of how best to achieve the stated aim. Suppliers, ever keen to 

assist, will understandably guide inexperienced buyers to suit their own preferences – which 

may result in higher costs. A supplier may advise on changing the specifications to suit their 

production capability, encourage buyers to use more expensive raw materials or add high 

margin premium services (e.g. special production runs or higher management charges), 

which may not be required. 

Margins, margins everywhere 

Achieving price transparency can be difficult where some suppliers can fulfil the entire order, 

but some may need to sub-contract. Comparing quotes from multiple suppliers is often 

complicated by the supplier’s preference for formatting the quotation document in different 

ways – unit price or total price, collect or delivered, quick response or longer timescales, with 

or without added services. For many buyers this can be confusing. 

“We use our agency partners to specify  
and manage our marketing spend.  

Our marketing team were understandably 
concerned that we’d just focus on cutting 
costs. Instead we simply made it easier to 

see a range of production options and  
prices, from highly specified creative 

merchandise and prices to lower cost,  
lower specification items. They can make 

their budgets go further by choosing  
lower cost products where it doesn’t 
compromise the messaging or brand.  

This made our CMO much happier than 
previous efforts to bring our spend under 

management”  
Procurement Lead, Telecoms 
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Should items be bought through the business’s 

partners (agencies, partners etc.) and accept they 

will be marking a margin, or go direct to 

manufacturers? Whilst a partner will make a 

margin, what value do they really bring? Buying 

directly from manufacturers may eliminate some 

of the margin but will the business be driven to 

buy a solution that fits their capacity and 

capabilities? 

These are the sort of decisions that often need to be made on the ground within short 

periods of time that can affect the price paid the quality of the solution and the services 

received. 

Surely not more technology? 

Most CPOs would refer back to their 

organization’s significant investments in 

enterprise-wide ERP (Enterprize Resource 

Planning), procurement and financial platforms as 

the enabler of spend visibility and control.  

As we have explored, many of the challenges, 

and therefore the opportunities for gaining 

visibility and control lay upstream of raising the 

purchase order.  

By addressing the key challenges of accurate specifying, ensuring the right requirement is 

quoted by the right suppliers and intelligent evaluation of proposals are key to gaining the 

visibility needed. 

A procurement professional will appreciate that without visibility or control of the 

requirements, supplier selection or bid evaluation, the organization is missing out on savings 

opportunities, burdened by cumbersome administration, increasing risks of project failure 

and reduction in competitiveness. 

“After getting to the transactional data, 
we uncovered some uncomfortable  

insights including one of our creative 
agencies who sub-contracted their 

purchasing to a third party.  
We’ve since de-coupled production  

from creative services and made major 
savings while keeping our marketing  

team happy.”  
Marketing Procurement Professional 

“By gaining visibility of their 
expenditure across multiple  

territories, one leading manufacturer 
identified that they were buying the 
same products from suppliers either 
side of the French – German border.  

This one insight enabled 30% savings 
through aggregating spend into a  

single supplier. 
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The Solution: So what are the options? 

The good news is many organizations have embarked on these initiatives, pursuing the end 

goal with different approaches and varying outcomes, and have generated a tremendous 

amount case studies and lessons learned. So far, there doesn’t appear to be a ‘one-size fits 

all’ solution that works but perhaps a common methodology can be leveraged to help 

organizations define and navigate their own project planning.  

Let’s revisit the factors we might be dealing with: 

" the purchasing is decentralized and uncategorized, 

" informal/unknown supply chain, 

" all levels of employees executing orders without a formal process and in many cases 

manually (email, phone, fax);  

" It is common that the nature of these transactions circumvent the company’s ERP or 

financial platforms, or are entered in a fashion where they are not easily reported.  

How does an organization gain visibility and control over a complex spend category? 

The first step is to gain visibility of the spend before 

attempting to control it. To define a methodology of 

how to approach this effort is simpler than the 

associated work ahead but, probably, the most 

important success factor. It will set the course and 

expectations of all those involved, and fully integrate 

an execution plan that is realistic and measurable 

while avoiding the ‘deal breakers’ (aka Adoption & 

Compliance) referenced earlier. 

The solution involves Project Planning, Process Definition, Discovery, Change Management, 

Consultants and Technology Evaluations to name a few.  

“I knew this category was ripe for 
change when we found we were  
buying 42 variants of the same  

product from 20 different suppliers 
across our business. We’ve now 
rationalized this to 6 variants and  

5 suppliers. Without this information 
we would have continued paying  

over the odds.”  
Head of Purchasing, Health Care 
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Gaining Visibility of the organization's expenditure 

Depending on the estimated size of the organization’s spend, resources available to bring 

this under management and appetite for change, there are a number of avenues open to 

gain a deeper understanding of the expenditure. 

! There is industry research and

benchmarking services available to

provide a broad view of the ballpark. It is

possible to establish spend by industry

and geography. Whilst this might be of

interest for budgetary planning, it is of

little use to effect when trying to bring a

business’s spend under management.

! A ‘rough cut’ estimate from department

heads, accounts payable and key

suppliers and partners. Whilst this will

provide a figure it is likely to be

significantly below the true spend. We

have already explored how manual 

processes, mis-coding of invoices and 

many other factors result in difficulties of 

accurately capturing the spend. Even the AP (accounts payable) data is likely to be 

too poorly defined to correctly identify the spend. 

! Bring in the experts. There are many third party providers of expenditure audits

ranging from specialist consulting firms, agencies, service providers and others.

These firms often offer an audit of current spend typically using a ‘basket of goods’

(i.e. commonly ordered products representing the majority of expenditure) to

extrapolate to the expenditure figure. However, these expert audits should be treated

with caution as they will always be historical in nature, based on much the same

flawed base data that could be gathered through the company’s own resources and

using ‘Basket of Goods’ represents another imperfect assumption to base key

decisions upon. Another point to consider is that, for service providers, providing an

audit is a great route into your business – it provides them with the key data they

“It was only when we came 
to renew the supplier’s 

contract that we uncovered 
US$40m of redundant 
stock sitting in their 

warehouse. We had single 
sourced to a manufacturer 
who appeared to give us 

good prices, so we ordered 
more than we needed to 

get the volume discounts. 
No one in our organization 
knew what we were paying 

because no one had an 
over sight of what was 

going on.”  

Category Manager, Print & 
Paper, Financial Services 
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need to provide sufficient savings potential to secure the contract and enough margin 

for them to operate. 

! Another option is to implement simple

online software tools for the organization 

to use. This software needs to be easier 

to use than traditional manual processes, 

provide help and guidance to 

inexperienced users but be sufficiently 

powerful to accommodate expert users to 

order from a catalogue and have simple 

workflow specifying, selecting pre-approved suppliers, running RFx’s and evaluating 

prices.  By making the tools widely available across the organization and ensuring 

they are easy to use, it will be possible to gain some traction. Dependent on the 

organization’s approach, from encouraging use to full mandates, it will also be 

possible to capture who is buying what, from whom and at what price. This is the first 

stage towards bringing this expenditure under management. 

“We only realized we were paying a 
premium for our branded clothing  
after taking a good look at what we  

were spending. It turned out we could 
cut costs dramatically, simply by  

giving the supplier another week to 
produce the goods. Simple!”  

Senior Buyer, UK retailer 
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The key to getting it under Control 

For organizations struggling to understand the current state of the purchasing process and 

critical information required to develop the solution, engaging the people who play a role in 

it today is essential. The appropriate level of engagement of these individuals will not 

only provide the necessary inputs to initiate the project but also begin the campaign to 

drive Adoption & Compliance from the onset of the project. The list of candidates 

can be far reaching across the organization, and a prudent effort to identify and include 

their interests is important. Just to name a few of the business groups; Corporate 

Procurement, Marketing, Strategic Sourcing, Finance / Accounts Payable, Supply Chain 

Management, Information Technology.  A thorough understanding of each of their roles and 

interests needs to be gained and represented throughout the project. Many of these 

initiatives that do not do the exploratory cycles up front to speed things along suffer 

significant impact later as they are exposed and the goodwill of folks embracing the project is 

threatened.  

One of the best opportunities with the early engagement of the broader business groups is to 

develop a shared perspective of the potential impact a more controlled process could make 

at the business unit level. The proactive identification of these opportunities allows ample 

time to thoughtfully consider what should be incorporated into the project and managed 

process. Ideally, a specific value proposition of the project benefits could be defined at the 

business group level to further motivate active participation and adoption.  

Many of these resources are going to be same people who will be tasked to do the initial 

‘heavy lifting’ to help gather disparate information for the cause. An optimistic mindset could 

mean the difference between good and bad (or no) data.  

Another effective tactic is to seek input and/or request historical information from external 

partners, such as Creative Agencies, Print and Fulfillment Suppliers.  

The key to achieving savings opportunities and eliminating wastage within a complex 

category such as marketing, is to provide marketing with the flexible, easy-to-use cloud 

based tools that allow the freedom to purchase new / creative / innovative products and 

services from a wide range of suppliers. The procurement function needs to have some sort 

of visibility and control to ensure that marketing budgets are used wisely and providing 

management with centralized control over local spending in a single platform. For example, 

controlling spend more efficiently, i.e. where creative agencies have historically been used to 
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purchase repeat orders of stationery, or where agencies outsource to specialist buyers with 

resultant multiple mark-ups.  

An e-procurement system can also help by 'de-coupling' the creative processes (where 

agencies are strong) from purchasing processes (where agencies are usually weak). It does 

not mean that procurement will automatically choose the cheapest materials or cheapest 

supplier - but smart marketing procurement will be able to challenge specifications, eliminate 

multiple mark-ups placed by agencies, separate the creative from the commodity and, 

ultimately, result in more ‘bangs for marketing buck’.  Providing this to both CMO (chief 

marketing officer) & CPO (chief procurement officer) in an organization shows where savings 

can be made i.e. how more can be done with the same marketing budget.  

Pilot / Phased Rollout 

Keeping that analogy that this is being done on the wing of an airplane while in flight, and 

making incremental adjustments are the safest option. To be clear, strong awareness that 

such an initiative is underway is mandatory; but a complete organizational cut-over is of 

much greater risk to the long term success. Most organizations have experienced plenty of 

initiatives with ambitious objectives which have caused significant extra work or distractions 

to a lot of people along the way. There is no shortage of projects at any time in companies 

these days, to the point of where they are competing against each and failing to reach their 

outcomes for a long list of reasons.  

Find a target rich spend segment or business group that is enthusiastic about the cost-

saving and process improvement benefits, and kick off a pilot project. This will allow a lower-

risk, learning opportunity to implement the solution to a smaller audience of managers, 

buyers and suppliers. Most certainly areas of improvement will be identified, but also a case 

study is being developed that will drive the future phases of the rollout.  
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Conclusions 

The more mature the procurement program is, the more difficult it will be to bring home year 

on year savings. Procurement needs to move towards focusing on other elements to deliver 

real value such as Supplier Relationship Management (SRM), Value Chain analysis, 

rationalization of specifications, contract management and, above all, risk management 

aligned closely with the business objectives of the senior management team. In this way 

procurement can move from being seen as a cost-cutting function to a strategic support 

service which assists in identifying and procuring the best goods and services. In order to do 

this it must first have visibility otherwise procurement does not know, what it does not know! 

Only once procurement has identified what is being spent and has ‘visibility’ can it then gain 

control over spend.  

This is the crucial first step. Once visibility is assured, then it will be possible to gain control 

over the spend using a variety of different methods and options in line with the preference of 

the organization or its departmental heads, as outlined above. 

Undoubtedly, it is a difficult task to manage complex categories efficiently and effectively and 

to strike the right balance so that the various departments feel they can proceed with running 

their tasks without being restricted in real-time decision making.  

With judicious use of the right software and planning for a flexible, yet robust system, it will 

be possible to put in place a system that will both support the business objectives, allow 

people to go about their daily business feeling empowered and yet still be able to clamp 

down significantly on cost over-runs and poor buying decisions and inefficient processes. 

As the real life examples in this document demonstrate, getting complex category spend 

under control is most certainly well worth the effort and there are lots of tools, resources and 

experienced partners available to help bring about the desired change. 

_________________________________________________________________________ 
Key metrics / sources

15% - 40% savings [Sources: Claritum, Canon Business Services, Procurement Leaders] 

Savings of 30% - 40% are not unrealistic [Source: Procurement Leaders]  

80% of complex categories is purchased manually [Source: Aberdeen] 

Print can represent 5% of turnover [Source: Xerox] 

Depending on your industry sector the cost of printed documents can represent between 1% and 11% of 
company turnover. [Source: All Associates] 
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About Claritum 

Claritum helps some of the world’s largest enterprises, leading businesses and 
fastest-growing service providers gain spend visibility and control their complex 
expenditure.  

Over 150,000 users in 70 countries rely on us to deliver significant and measurable savings 
for their complex spends. Software as a Service (SaaS) is a highly effective way for 
businesses to cut costs. With our powerful online sourcing, procurement and invoicing 
platform, it’s easier (and more efficient) than ever for buyers to link up with the right 
specialist suppliers and category experts to deliver the most significant savings. 

The bottom line is that Claritum provides a lower cost, lower risk alternative to 
manual processing and alternative options. And with Claritum’s easy to use, cloud 
based tools, organizations are able to benefit from this saving as soon as they sign up. 
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