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when it embarked on a strategy to tackle its 
tail spend in early 2016. 

“Our approach to procurement was geared 
up to look at large spend, so we questioned 
whether it was worthwhile looking at small 
spend. But I knew that if you could achieve a 
10% saving on tail spend, then you’re doing it 
well,” says Wallace. 

ELUSIVE RESULTS
Managing tail spend and getting those elusive 
savings can be more difficult than it first 
appears. At Dean Foods, a provider of dairy 
and soy products with annual revenues of 
around $7.7bn, a procurement card (P-card) 
system was deployed to manage tail spend, 
but the company found it could not provide 
the necessary transparency to bring the tail 
under control (see box: Herding rogue spend at 
Dean Foods, page 2). 

The company has since adopted an 
online marketplace, Amazon Business, to 
sit alongside other procurement solutions 
designed to reduce and manage tail spend. 

Catch spend 
by the tail

Global businesses vary in their approach to managing tail spend, 
but many could benefit from the dynamic pricing and control 

offered by modern e-commerce tools, writes Lindsay Clark

It is where procurement teams find the least 
money and the most suppliers. As such, tail 
spend is a tough nut to crack. Savings are 
scarce and suppliers can be difficult to manage. 
It can be a lot of effort for little return and, to 
make matters worse, stakeholders are prone to 
‘go rogue’ when spending small amounts. 

The first thing people often think of when 
considering tail spend is stationery and office 
supplies. But it is typically defined as the 20% 
of external expenditure that goes to 80% of 
suppliers. The problem with tail spend is that 
it is opaque, out of control and often wasteful. 

When, for example, industrial gases 
company Air Products started to collect 
data on its tail spend, it uncovered some 
unwelcome surprises. “We use a lot of valves, 
and we had more than 50 suppliers providing 
them. We could do with just a few,” says Paul 
Wallace, Air Products procurement director 
for Europe, the Middle East and Africa (Emea).

Why the company, which has sales of 
around $8.2bn, ended up with so many 
vendors for certain products became clearer 
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It is integrated with Dean Foods’ 
Coupa e-procurement system as a 
punch-out catalogue for items that 
users cannot find in more specialist 
industry catalogues. With tail spend 
going through the Amazon Business 
marketplace and the resulting increase 
in visibility into spending behaviour, 
Dean Foods will seek to strike new 
deals where the data suggests there 
is sufficient volume, says Scott Thorp, 
senior sourcing director. 

“We currently have around $1.4bn 
of external spending. Currently, only 
around $500m is in contracted spend,” 
he says. After the new system goes 
live, Dean Foods procurement will 
start to bring a lot more spend under 
its influence, Thorp adds.  

Getting to grips with the tail spend 
data to understand the scale of the 
problem is a challenge for many 
organisations (see box, A question of 
categorisation, page 4). At Air Products, 
Wallace’s team tried to address tail 
spend on items worth less than 

€10,000 by gathering data on a limited 
number of categories. It found that by 
renegotiating with these suppliers it 
could potentially achieve an 8%-10% 
saving on the tail spend. 

While the majority of Air Products’ 
spend goes through its enterprise 
resource planning (ERP) system, a lot 
of small spend was captured by P-cards 
and e-form requests. “You are less able 
to look at it and see what it is,” says 
Wallace. “Information on suppliers 
and spending is less easy to see.”

The team used spend analysis 
tools to extract data from the ERP 
system and other sources. Although 
the process was straightforward, the 
resulting data was not ‘clean’: some 
details were blank and staff applied 
criteria inconsistently. But the process 
did reveal a number of inefficiencies 
in spending behaviour among 
stakeholders, says Wallace. 

With a better view of tail spend data, 
Air Products was able to understand 
the size of the opportunity. “When you 

“When you see the data for the first time, it hits you – 
we’re seeing numbers in the millions for our tail spend in Emea”

CASE STUDY: HERDING ROGUE SPEND AT DEAN FOODS

Dairy and soy products producer Dean 
Foods recorded mixed results when it used 
a procurement card (P-card) system to 
manage tail spend.

Scott Thorp, senior sourcing director, 
says procurement found employees used 
P-cards for items such as pipes and fittings 
from nearby stores when they should have 
used the contract for facilities management 
products the firm had already negotiated. 

The P-card system also made it difficult 
to collect information on spending, he 

says. “We could not just pull up spend data. 
We might have known some of the major 
companies we spend with, but not the ‘mom 
and pop’ stores. Tail spend has always been 
a problem with P-cards. You never know 
where cardholders are buying from and you 
can’t get that tail spend under control.” 

To tackle the problem, Dean Foods 
is launching a cloud-hosted Coupa 
procurement solution that offers 
stakeholders the option of purchasing from 
suppliers with which it has direct deals, 
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see the data for the first time, that’s 
when it hits you. We’re seeing numbers 
in the millions for our tail spend in 
Emea. That was the realisation for all 
of us: you just go ‘wow’. We always 
knew we did not look at small stuff, but 
we didn’t know how much was there or 
exactly where it was. Even if the data is 
only 80% clean, it is still, directionally, 
good enough to go on.”

PUNCHING OUT
Several technology suppliers provide 
procurement catalogue systems to 
help control tail spend. They allow 
users to select items from a predefined 
list, based on favourable pricing 
agreements already set out between 
procurement teams and suppliers. 
The argument goes that while 
users get freedom to order products 
quickly without directly involving 
procurement, the spend is still under 
management and consolidated with a 
handful of suppliers. 

While that may be the theory, that is 
not always how it plays out in practice, 
says Avnish Patel, Air Products’ head 
of procurement for the UK, Ireland, 
Middle East and India.

“I don’t think a catalogue stops the  
tail spend problem. It is a tool to 
facilitate buying of low-value, 
high-volume items but the risk of 
uncontrolled tail spend increases,” 
he says. “The biggest risk is when 
stakeholders are not aware of an 
existing agreement with a supplier and 
new vendors are added to provide the 
same service or material. One can end 
up having multiple suppliers for the 
same service or material, leading to a 
long tail and spend leakage.”

This comes as no surprise to 
Todd Heimes, director of Amazon 
Business, Europe. “What we hear 
from customers is even if they have 
a solution, they continue to have 
leakage and rogue spending,” he 
says. The Amazon Business solution 
addresses this in two ways, he adds: 
by providing a user  experience that 
is intuitive and well-enough known 
that end users are comfortable with it; 
and by integrating this into existing 
procurement processes and offering 
opportunities to provide messages to 
buyers when they browse categories 
that have an existing supplier 
agreement in place.

CASE STUDY: HERDING ROGUE SPEND AT DEAN FOODS

specialist catalogue providers, as well as 
Amazon Business. 

The solution will publish catalogues from 
specialist suppliers such as Motion Industries 
for engineering supplies. Amazon Business 
marketplace will provide categories not 
accounted for in catalogue deals, while still 
keeping spending visible to procurement. 

Dean Foods will still use P-cards, but 
only for emergencies when stakeholders 
need supplies at short notice. Even then, 
the merchant category codes that the 

cards support will be restricted, limiting 
the spend categories for which they can 
be used, and the number of P-cards in 
circulation will be cut from 1,100 to 150. 

“Amazon will be our catch-all,” says 
Thorp. “We had a lot of purchasing taking 
place on eBay and other avenues like that. 
People were just going online to find stuff 
they needed. Now, if [the likes of] Motion 
Industries do not have an item, we punch 
out to Amazon. Nine times out of ten, 
they’ll find it cheaper there than elsewhere.” 
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Other global firms have found 
different types of problems created by 
tail spend. Some use their ERP systems 
to capture and control tail spend 
across multiple geographies but find it 
a struggle. 

ERP CODES FOR TOILET PAPER
With 570 offices around the world and 
turnover of around $31bn, Maersk 
runs ports, manufactures shipping 
containers and provides oil drilling 
and supply services. 

Lars Andersson, head of automation 
analytics, says the company’s ERP 
systems were effective at managing 
the supply of relatively high-value 
goods and services, but it was difficult 
to add new suppliers or to capture 
the data relating to such small levels 
of spending. 

“Creating a supplier in the ERP 
system is the same whether it’s for a 
$200m or $7,000 order,” he says. “We 

still require all the information and 
fields. If you buy small items in the 
traditional way, you create a lot of 
unnecessary work. 

“A good example is that in one 
of our local master data sets we 
found 11 records for toilet paper. 
The master data team should really 
focus on getting very good control of 
operationally critical parts, not toilet 
paper with low volume and no strategic 
importance,” he says.

In other words, Maersk found that 
on almost a dozen separate occasions, 
staff had gone to considerable effort – 
and, by implication, considerable 
expense – to create new supplier 
records for one of the most basic 
corporate purchases.

Worse, if users did not want the 
hassle of dealing with tail spend items 
in the ERP systems, they purchased 
elsewhere, completely bypassing 
procurement’s control. So Maersk 

A QUESTION OF CATEGORISATION

Organisations should aim to get unmanaged 
tail spend down to around 5% of total 
external expenditure, although this may still 
involve 80% of suppliers, says Nigel Scorey, 
CEO of consultancy Procure4, whose clients 
include Boots, Pizza Express and Weetabix. 

“The simplest way to look at the tail spend 
is it seems far too small for the CFO to worry 
about. We see many companies that don’t 
look too far down their indirect list,” he says. 
“Even big businesses have not yet evolved 
their approach to look into indirect spend, 
and might be including office suppliers 

or mobile phones in tail spend. Anything 
you can categorise in indirect should be 
addressable. The challenge of tail spend is 
not the size of spend per se, but items you 
cannot categorise.” 

Scorey says that what appears to be a tail 
spend of £15m, for example, can usually 
be reduced to £5m by going through items 
in detail and figuring out which existing 
categories they fit into. A further £2m might 
be described as one-offs. Then procurement 
is faced with just £3m in spend across 2,000 
suppliers, he says. 

“The master data team should really focus on getting very good  
control of operationally critical parts, not toilet paper”
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created a new system in which it could 
control users’ buying behaviour and 
track a greater proportion of spend, 
without burdening the ERP system. 

“Everybody is conditioned by their 
personal online shopping experience. 
You need to bring that to work,” 
Andersson says. “If you look at the 
traditional ERP way of purchasing, it has 
been so difficult for stakeholders to find 
what they want, so they would search 
for what they need on the internet and 
create a free-text order in the system.”

What the company learned was the 
importance of the user experience as a 
key driver in changing behaviour and 
managing tail spend – a problem Todd 
Heimes at Amazon Business is familiar 
with since the launch of the business 
in 2016: “It’s very common that users 
go to their central procurement teams 
and say, ‘We want an Amazon-like 
experience: it’s easy, fast and there is 

a wide range of choice. Why can’t we 
have that at work?’”  

As Andersson puts it: “People are 
not patient with a bad experience 
when buying nonstrategic items. In 
[our buying] system you get a much 
better user experience than in our 
ERP systems.”

The way that Maersk addressed 
user needs five years ago  was 
to create a more consumer-like 
purchasing experience. In 2013, the 
company started to implement an 
online ‘e-Mall’ – a ‘one-stop-shop’ 
where users could purchase indirect 
and operational items, which often 
include tail spend items. Built as 
an overlayer for the company’s ERP 
systems, it made it easier for users to 
search through separate catalogues 
of pre-agreed products and prices 
from a range of suppliers. In addition, 
users can click a button to ‘punch-



PROCUREMENT LEADERS INSIGHT | 6

out’ to any of 25 external e-commerce 
providers with which Maersk has 
discount agreements. In each case, 
purchase orders and invoicing are 
still managed by Maersk’s systems.

DIRECT TAIL SPEND
Many tail spend projects involve 
indirect categories. But not all. 
Global chemicals and industrial 
products firm BASF took on the tail 
spend of its direct input categories 
to make them easier to manage, 
supporting a structural change in the 
procurement organisation. 

Andreas Abrath, procurement 
director, says the direct tail spend 
represents about 10% of total direct 
spend, equivalent to around €1bn, 
made up of lots of small orders for 
raw materials. 

The company runs shared services 
centres in Berlin, Kuala Lumpur and 
Montevideo, to manage indirect 
spend of items worth €25,000 or less, 
but they do not address all the tail 
spend. As the company restructured 
to create a central procurement 
function, it wanted a means of 
reducing the burden of the tail spend 
on category managers, giving them 
time to focus on strategic spending. 
To do so, it set up a tendering 
platform to reduce the effort of 
engaging suppliers with smaller 
spend items. 

“We decided we want our buyers 
and category manager to focus on big-
ticket items. For smaller items, we’ll 
use automation,” says Abrath. 

Although the tail auction platform 
has generated cash savings for BASF, 
the main benefit has been reducing 
complexity for category managers – 
allowing them to focus on more 

strategic work, says Abrath. In other 
words, if not properly managed, tail 
spend is wasteful expenditure – 
not only because it squanders 
opportunities for better buying but 
because it can consume so much of 
procurement’s time and resources.

Different priorities cause businesses 
to reach for different solutions as they 
try to bring tail spend under control. 
There is no single solution that will suit 
all companies, or solve all problems. 

But technologies have been 
developed that can dovetail with 
existing solutions to help deal with 
some of these unresolved challenges. 
Amazon Business has more than 
one million customers in the US, 
150,000 in Germany, 100,000 in the 
UK, and others in France, Italy, Spain, 
India and Japan. It can be used as a 
standalone solution or integrated with 
existing procurement and catalogue 
systems, and can ship globally so 
centralised procurement functions 
can meet the needs of business 
units elsewhere. 

Amazon Business’s Heimes says 
its dynamic marketplace model (see 
box: Managing spend through dynamic 
marketplaces, page 7) – in which 
thousands of sellers continually 
compete – helps keep prices down 
when compared with volume discounts 
available through catalogue systems. 

“We’ve got customers around the 
world saying to employees: ‘If you 
want to buy something that has 
not been negotiated [with another 
supplier], you can do it here,’” says 
Heimes. “That allows you to bring 
rogue spend into one place. They can 
use analytics tools and determine 
which groups have been spending on 
which categories and look for trends. 

“If not properly managed, tail spend is wasteful expenditure: it 
can consume so much of procurement’s time and resources”
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“They can ask: ‘Are there things that 
we should negotiate volume discounts 
for? Are we getting better prices from 
Amazon than we get from contracted 
suppliers?’ One of the biggest discussion 
topics is, ‘Now we have users buying on 
Amazon Business, how can we use the 
data and reduce cost?’” Heimes adds 
that customers can even access volume 
discounts on Amazon Business. 

DIFFERENT STROKES
Tail spend means different things to 
different companies. For some, it is a 
long list of indirect items; for others, 
it might be direct categories that 
have not been properly addressed. 
It might be viewed as purchases out 
of contract or simply defined by the 
80:20 rule. But, however it is defined, 

it is clear that tail spend creates 
significant problems:
l  It is difficult to penetrate and find 

out exactly how much is being spent 
and what it is being spent on.

l  It is typically uncontrolled and 
almost invariably greater than 
procurement believes it to be.

l  It wastes vast amounts of corporate 
time, effort and money when 
organisations try to capture tail 
spend items using their ERP systems.

l  Employees do not like having to 
use difficult systems for what they 
regard as insignificant expenditure, 
resulting in rogue buying behaviour 
that inflates tail expenditure, 
exacerbating the problem.

l  Excessive amounts of procurement 
resources are often committed to 

MANAGING SPEND THROUGH DYNAMIC MARKETPLACES

Where procurement teams have found 
volumes too low to strike item-specific 
deals with suppliers, they have often tried 
to manage tail spend by agreeing volume 
discounts with a range of suppliers using 
catalogue systems. But there are drawbacks 
to this approach, in that they are prone 
to leak spending, as users look for more 
convenient ways to find items they want.

There is, however, a new approach to 
getting the best prices while offering 
procurement oversight of spending. Amazon 
Business is one e-commerce solution that 
offers a dynamic marketplace with access 
to thousands of different suppliers and 
competitive pricing on hundreds of millions 
of products.

Research firm Gartner says 
e-marketplaces such as Amazon Business 
have grown rapidly over the past two 
years because they offer companies an 

easy and effective way to handle tail 
spend purchases.

Gartner says companies should find out 
how much money employees are already 
spending with Amazon Business or other 
online marketplaces. If the amount is more 
than 5% of total spend, it recommends the 
organisation consider consolidating that 
spend under a centralised online marketplace 
account. It also recommends adopting 
procure-to-pay software that has a high level 
of interoperability with these marketplaces.

Todd Heimes, director of Amazon 
Business, Europe, says the service offers 
business users the e-commerce experience 
they are accustomed to with business-
specific features and tools. Customers 
can take advantage of rich reporting and 
analytics capabilities, access to approved 
suppliers and products, and integration with 
e-procurement applications.
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Amazon Business is a marketplace that combines 
the selection, convenience and value customers 
have come to know and love from Amazon, with 
a range of unique features and benefits tailored 
to businesses of every size. Amazon Business 
provides easy access to more than 250 million 
products at competitive prices – everything 
from IT, office and lab equipment to education 
and food-service supplies. Amazon Business 
customers also enjoy fast, reliable delivery, VAT-

exclusive pricing, multi-user business accounts, 
approval workflows, purchase system integration, 
dedicated customer support, and much more. 

l  Register for a free Amazon Business account:
W: www.amazon.co.uk/tailspend
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heavy-handed means of controlling 
tail spend – resource that could be 
better deployed on more strategic 
sourcing – when simpler ways of 
doing so are available.

CHANGING BEHAVIOUR
From dairy producers to shipping 
companies, chemicals to industrial 
gases, corporates have found 
considerable savings by bringing 
tail spend under control. Enhancing 
the user experience improves 
spending behaviour, making a greater 
proportion of tail spend visible. That, 

in turn, improves procurement’s 
overall control and buying power, 
whether by bringing spend within 
contract or by using a marketplace 
model that yields the benefits of 
bulk buying without the burden of 
creating contracts or onboarding 
new suppliers. 

Although the challenges will not go 
away, tools such as Amazon Business 
are available to help procurement 
teams bring tail spend under control, 
increase visibility into purchasing, 
reduce total costs and mitigate rogue 
spending risks. n 

Enhancing the user experience improves spending behaviour, 
making a greater proportion of tail spend visible
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