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Is Controlling Rogue Spend worth the Trouble?

The job of a purchasing or procurement professional is to ensure that the spend
side of their company or organization is strategically managed, ensuring goods and
services are bought at competitive prices. Profit and loss (P&L) is a critical compo-
nent that helps secure the financial health of the organization. This is the purchas-
ing department’s primary responsibility, and for many organizations, they enlist
eProcurement systems to manage internal spend.

Many times, however, when a staff member with good intentions needs an item
quickly, or is not familiar with the purchasing procedures in place, or let’s face it, just
wants to manage things themselves, they find it more convenient to make an
immediate purchase from a supplier out of the control and visibility of the purchas-
ing department. By not utilizing the established purchasing system, procedures,
and preferred vendors, they undermine the efforts and authority of the purchasing
department, and inevitably incur substantial costs.

As procurement professionals know, purchases from unapproved, non-contract
vendors is called ‘rogue’ or ‘maverick’ spend. Purchases from approved, non-con-
tract vendors is called ‘tail spend’. Rogue and tail spend happens when an
employee makes a purchase outside of the official purchasing channel—an ePro-
curement system or otherwise. Some purchasing departments feel as though rogue
spend is a rare occurrence, and therefore, not a problem, or that tail spend is an
inevitable liability. Both assumptions could not be further from the truth. Rogue
spend can be eliminated, tail spend can be managed, and the ROl is more than
worth the time, money, or effort it takes to execute a solution.
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Just last year, Gartner Procurement Diagnostic Suite
Survey results revealed that when indirect spend
was primarily controlled by procurement teams, the
teams saw strong evidence of a higher ROl when
compared to procurement groups that operated a
direct or hybrid spend method. Likewise, these
teams even witnessed a higher rate of savings to
the business, providing further proof that more
control and visibility of company spend can be a
gold mine for cost reduction (Gartner, 2019).

One key factor that makes rogue and tail spend
difficult to manage is the effort it takes employees
to find the vendors they need. If all of your vendors’
offerings and quotes (contract and non-contract!)
could be compared at the touch of a button, identi-
fying the right vendor for the job would not only be
easier, but also faster. With AgoraQuote you can do
that and so much more.

But first, here’'s why taking back visibility and
control matters to you:

The Dangers of Rogue and Tail Spend

@ Dangers in the Purchasing Department
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Small bits of rogue spending here and there add up. Invisible, they can leave an
otherwise healthy company in a tight spot. In a recent report by The Hackett Group,
“29% of indirect spend is off-contract...,” (Supply Chain Digest, 2018). The report
goes on to explain that these increased levels of rogue spend are often a sign of
poor company practices where the employees or purchasing departments aren’t

monitoring spend visibility and procurement policy violations.

While that may not sound like a lot, for a larger company, this spend can make a big
impact on the company’s overall bottom line.“It's not unheard of for rogue spend
levels to reach as high as 80% in some organizations,” according to the Institute for

Supply Management (Supply Chain Digest, 2018).
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Ensuring an organization is utilizing all of its funds and assets appropriately calls for
taking action to not only eliminate rogue spend but also taking action to control tail
spend. Healthy companies often have tail spend of less than 20%, but at
AgoraQuotea, we believe achieving a smaller percentage tail spend is very possible.
We'll show you how puchasing departments can strategically manage 100% of
their spend while increasing their efficiency at the same time.

The goal of every purchasing department should be
to move the red dividing line between strategically-
managed spend and tail spend farther to the right
of the graph.

80% 20%
Strategically- Tail Spend
Managed Spend

Spend Volume by Supplier

n Suppliers

© Dangers with Invoicing

The purchases that cause rogue spend won't end

up on invoices, because this kind of spending is not Often’ the
being tracked. Typically, rogue and tail spend pur-
chases are made by an employee in one-off buying purchases that

situations, not in bulk. Often, employees don't real- cause rogue
ize the importance of sending in an invoice for such y
spend won't

a small purchase.
n nan
This happens fairly commonly, because purchasing end upona

departments’ invoicing and strategy for keeping invoice,

company spending low does not_mclude these one- because far too
off purchases. If all employees with access to com- .

pany funds make one transaction outside the Often th|S

budget or eProcurement system, that rogue spend Spending IS not

adds up quickly.

being tracked.
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© Dangers in the Accounting Department

While the accounting department and the purchasing department are usually
closely aligned within a company, neither department is being consulted when
rogue spend occurs. Accounting departments are under the assumption that the
eProcurement system—and the purchasing department—have control of rogue
spending at the company. In an ideal business model, this would be true. However,
the same way the purchasing department is not being looped into one-off
employee spending, the accounting department is also not able to track the
expenses when there is a lack of communication among associates.

(@ Danger to the Bottom Line

eProcurement systems often have gaps that do not
adequately address these issues.

A recent study by industry analysts with the
Aberdeen Group found that 8 out of 10 companies
reported that less than a third of their transactions
were found to be compliant with contract terms.
Even best-in-class performers (eProcurement
softwares claiming to help control rogue and tail
spend) said that 15% of their transactions were
noncompliant and failed to deliver full contract
benefits (Erdner, 2020).

You need to take back control of all the spend in
your organization. Any purchases that fall through
the cracks in an organization add up and can cause
dangerous financial turmoil.

Thankfully, taking back control is well-within your
reach. We'll show you what you need to do to
eliminate rogue spend and minimize your tail spend
without overhauling your existing eProcurement
system or processes.

Even
best-in-class
eProcurment
performers
claiming to help
control rogue
and tail spend)
said that 15% of

their trans-
actions were
noncompliant
and failed to
deliver full

contract
benefits
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3 Things you can do right now to minimize rogue and tail spend

Key 1: Educate Your Employees

Make sure the employees of your organization understand that your goal is to make
their lives easier and help them achieve their business objectives in the quickest
and most seamless way possible. Implementing systems that provide ease-of-use
for employees of all levels in the company helps all employees recognize that the
company is investing in solutions that not only help secure the bottom line but also
streamline mundane employee operations.

There are many reasons why employees make purchases without consulting the
purchasing or procurement department for advice. Most employees outside the
purchasing department do not realize that the small purchases they make really do
have impact on the company’s bottom line. This is common in larger companies,
especially. When employees know there are hundreds or thousands of other em-
ployees, they may think that one small purchase will not dip into the larger company
pool. To go in hand with unawareness, local or remote offices often do not have an
official process to deal with small purchases or worse, the existing process is incon-
venient and time-consuming.

Start a Purchasing 101 program at your organization

@ Explain the effort and work of the purchasing department: Any branch of the
company not centrally located or in daily direct contact with HQ will likely not
even know that the company has a purchasing department. You want to break
down the barriers of the “us” (local branches) vs “them” (corporate HQ) and
help employees realize that they individually add to the profitability of the com-
pany. A good start to introduce these employees to the weight they carry in
company purchasing practice.

@ Start with a general introduction to our company’s eProcurement system if you
have one, explaining what it does and how to use it.
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@ Explain the cost to your organization specifically for rogue and tail spend. If the
company is loosing large amounts of resources on rogue and tail spend, the
company is not as profitable as it should be, and smaller branches likely won't
be reaping the benefits that could be offered if spending were under control.

Purchasing 101 Program Formats:

Video Webinars

Outside sources in
video format can aid in
continued education.
Interactive education
sticks longer with
employees than
research alone.

Training Sessions

Splitting up complex
information into a
series of meetings
where employees can
interact with one
another, come up with
questions, and actually
learn the company’s
processes will far
outweigh the inconve-
nience of having to
gather employees
more than once for
discussion.

Key 2: Encourage Employee Buy-in

Lunch & Learns

Providing incentives,
such as food and a
mid-day break from
normal operations is
great for company
morale and breaks up
information overload,
especially for the
employees that are
not as fiscally minded.
Throwing intense
technical and financial
information into a
presentation without
giving employees
incentive can create
negative reactions
from employees.

@ Give organization buyers purchasing freedom within defined parameters.
Purchasing freedom is a huge motivator for employees to buy into the
company which ultimately will lead to the employee caring substantially more
about the financial health of the organization.

@ Define categories of goods/services for which organization buyers are respon-
sible for. Many people work better and harder if there are specifically-defined
duties associated with a responsibility.
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@ Define and communicate department/unit budgets. Companies who are trans-
parent with their employees (of all levels) regarding the big-picture finances of
the company generate more loyalty from even the lowest level employees.
Discussing departmental budgets gives employees a tangible number to wrap
their head around which leads to more effective organization and budgeting.
Ultimately, this minimizes invisible expenditures.

@ Define and communicate requirements for POs, invoicing, reporting, etc. Strict
requirements when it comes to reporting are needed in order to accurately
track where the organization's money is going.

@ Identify dollar thresholds that don’t require approval, giving more autonomy to
your employees. Being able to make purchases below a certain amount
without approval is a simple way for employees to keep the company bottom
line top of mind without even realizing it.

@ Look at the numbers and focus on categories that are particularly susceptible
to rogue or tail spend (like promotional products). More often than not, there
will be a few departments that are more susceptible to rogue and tail spend.
Having productive conversations with those departments will help align the
company’s financial goals with the departments’ goals

@ Make it easy for your employees to access vendors and get good deals. If all of
your company’s approved vendors (contract and non-contract) are at their
fingertips, your employees won't feel the need to engage in rogue spending.

Key 3: Quote Competitively & Streamline your Workflow

In many if not most cases, rogue spend happens when employees don't have an
easy way to find what they need from within an organization’s eProcurement
system. On average, 80% of organizations’ approved vendors aren’t even accessi-
ble through these organizations' eProcurement systems. Finding the vendors that
make up that other 80% may mean paging through literal binders or email
exchanges that waste valuable time. Prioritize making your vendors’ information
immediately accessible to organization buyers.
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Imagine a company is hosting a charity picnic event with merch sold as a fundraiser.
The process of sourcing that merch affordably is often painstakingly difficult. To get
a good deal, the company buyer has to communicate with dozens of vendors,
exchange scores of emails, compare individually-formatted quotes, all while trying
to follow their company’s policy related to contracted and approved vendors. The
stress of such a purchasing scenario drives many employees into rogue spend
behavior. Here are two simple ways to cut down on rogue and tail spend by
streamlining the purchasing process for employees:

® In contracted vendor situations, utilize the contract with your vendor to
maximize the efficiency of the relationship with the company, detailing each
product and style you may need from them.

@ Narrow down and clearly communicate your organization’s approved vendors
to your employees. No matter how infrequent the purchase may seem, making
sure your employees know where they can go to meet their need saves time
and money.

AgoraQuote is the Answer

AgoraQuote is the secret sauce that accomplishes all
three of these keys to controlling rogue and tail spend:

@ Centralizes control and oversight
Streamlines workflows and reduces chaos
Provides immediate access to vendors
Enables multi-vendor quoting and savings

Encourages employee buy-in with little effort

(< < < I < ¢

Makes educating organization buyers simple
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Optimize your purchasing to eliminate rogue spend, manage tail spend, and
leverage competitive quoting to get the best possible pricing from your all your
vendors—all with maximum flexibility. AgoraQuote can function as a standalone
platform or as a punchout to your eProcurement system.

@ AgoraQuote provides incredibly simple and quick onboarding for not only your
approved contract and non-contract vendors but also for company employees.
This gives all your employees access to all your vendors. This centralized
access will immediately have a positive impact on rogue spend.

@ Compare and sort your approved vendors by categories. Create these catego-
ries to reflect product/service type, price, location, and others. No other tool on

the market can do that.

@ Describe the product or service you need and submit quote requests to all
vendors who can meet your need with a single click. Compare returned quotes
side-by-side to select your preferred or the most affordable option.
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Step 1:
Assess Growth Areas

Talk with an AgoraQuote representative
to identify areas in your current purchas-
ing practices that need optimization.

r
[

Step 2:
Implement In One Click

Punchout your AgoraQuote platform to
your eProcurement system. No eProcure-
ment system? No worries.

Step 3:
Optimize Purchasing

Enjoy complete control and visibility over
purchases that are executed ethically,
affordably, and easily.

Learn More!

www.agoraquote.com

The AgoraQuote solution is
specifically designed to manage
the lasting effects of rogue and
tail spend and to optimize your
eProcurement tool, empowering
all employees to be responsible
for your organization’s indirect
spend. Ultimately, investing in a
software that increases the
control and visibility of your
purchasing department will
greatly increase the general
financial health of your
organization.
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