IN PRACTICE

INNOVATION

SPEND MANAGEMENT
SOLUTION UNRAVELED
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is at the top of your agenda

Read on if cost saving, financial productivity and employee satisfaction
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oes your organisation have an active spend
management strategy? This question by default obtains the
answer ‘Yes’ from most organisations, big or small. Entrepre-
neurs and business leaders do understand the importance of
increasing revenue faster than expenses or decreasing expens-
es while maintaining revenue.

What is important to note early in this article is that spend
management solution and spend analysis solution are differ-
ent. Spend analysis software tells the organisation where it
spends it money but does not give an integrated solution that
leads to cost reduction, policy management and compliance,
employee satisfaction and productivity improvement.

A spend management solution integrates spend from a
compliance perspective, fits it into an accounting framework,
improves financial productivity, provides analysis, controls
spend and delivers savings.

THE NEXT SET OF QUESTIONS:

m Does the organisation have an ERP or financial system? The
answer in most cases is “yes”.

m Does the organisation have an online system that gets spend
into your accounting framework right from initiation? The
answer in majority of the cases is “no”.

» Has the organisation electronically connected the “bottom
of the pyramid” for spend management? Again the answer in
most cases is “no”. Millions of manual transactions happen
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before documents are ready for accounting entries.

In the world of corporate governance, policy manage-
ment in large organisations is a nightmare if desired inte-
gration and reporting has not been achieved. The design of
accounting framework is often not automated and in most
cases not integrated to spend initiation (both fundamen-
tally and electronically). This leads to subjectivity and a high
dependence on people.

CHECK
POINTS

m Notinuse AND/OR m Not in use OR

m The electronic aspects m Used only by

of available systems Finance OR

have not been evalu- m Used off-line and not
ated and SPEND MAN- contributing to day
AGEMENT SOFTWARE to day management
not available (budget custodian
m Readiness for future checks manually for
OUTSOURCING not key expenses) fol-
examined comprehen- lowed by monthly
sively . reports..
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In the world of
corporate gov-

ernance, policy
management in
large organisa-
tions is a night-

mare if desired
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m Not in use because
no one initiated OR

m Perceived to be dif-
ficult and expensive
and therefore not in
use OR

m The manual meth-
ods work and people
do the MIS every
month end

m Module not avail-
able OR

m Available but dif-
ficult/ complex and
therefore not used-
details maintained in

a spread sheet offline

m Manual or depen-
dant on Admin or
Travel desk OR

m In-house package/
standalone package
with workflows for
approval and not
integrated to financial
system AND

No online reports.

m Limited to pay-
ments in Accounts
payable and no
online control or
analysis
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integration and
reporting has
not been prop-
erly achieved.
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m Manual and depen-
dant on formats filled

by employees and sent
across for approvals and
processing OR

m In-house package/
standalone package with
workflows for approval
BUT not integrated to
financial system AND

m No online reports
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The responsibility of managing the
complexity of the changing environ-
ment, with company growth while
ensuring quality and integrity of finan-
cial data is a big burden to carry. The
sunk cost in the existing systems is an
impediment to the newer integrated
solutions that link the “bottom of the
pyramid”. These options are cost effec-
tive and pay for themselves.

Due to the historical nature and set-
up of existing systems and the reports,
organisations most likely see and
manage spend once a month at the

TYPE D
Inhouse Development
TYPE C

TYPE E
Manual Process

TYPE OF DEPLOEMENT

ERP

functional head and CXO level. Let us
therefore examine online possibilities
that enable granular spend information
and control. They have been provided
as check points in TABLE- I:

Having established facts that neces-
sitate online control of spend in an
integrated fashion, it is prudent to
determine the status of the current
deployments in organisations through a
simple classification on current deploy-
ment “Type”. This is shown in the illus-
tration and explained in TABLE-II.

ERP + Spend Management Integrated
Type B + Business Inteligence + Out Sourcing Ready

THE KEY MESSAGES:

A Your organisation most likely needs
a spend management solution to com-
pliment your existing financial system.

B The spend management solution
automates the accounting framework
while linking spend to the initiation
stage.

C The spend management solution
makes your spend granular and deliv-
ers cost savings, compliance, financial
productivity and employees satisfaction
(TABLE: I); outsourcing readiness gets
established.

D On line spend management solution
is different from a spend analysis soft-
ware.

E Use TABLE-II to determine your
“TYPE” of current deployment.

F Every CXO has a role to play in
spend management solution.

THE AUTHOR IS JAYANT DWIVEDY (JAY-
ANT.DWIVEDY@EMPRONC.COM), CEO,
EMPRONC SOLUTIONS. BAZ THE FLAG-
SHIP PRODUCT FROM EMPRONC SOLU-
TIONS IS A LEADING SPEND MANAGE-
MENT SOLUTION FOR INDUSTRY.

Spend
Management

Description
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Manual system

Spread sheets and
paper formats rule;
people and hidden
costs are very high
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TIME

In-house packages
(but disintegrated)

High degree of sup-
port staff to main-
tain the systems;
best practices not
necessarily in use;
integration not
achieved

Branded ERP or
Financial system

Surprisingly
majority of the
transactions

are still manual;
compliance is still
an issue; system
does not drive cost
savings

ERP + integrated

Spend Management

Software

Bottom of the
pyramid gets inte-
grated; Compliance
by Design gets
practiced; Spend
visibility enables
breakthrough cost
reduction; a fair
amount of decision
support.

Type B + Business
Intelligence+ Out-
sourcing Ready

This is an evolved
state; the organi-
sation focuses

on Continuous
Improvement;
right information
is available at all
points of time for
strategic reviews.



