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Abstract

This paper examines tail spend management, a sourcing strategy that is
gaining in popularity among procurement organizations that are looking
for new ways to control spending, drive compliance, gain transparency,
and generate savings. It explains the concept of tail spend and the
challenges around controlling it. In this paper, we explain why companies
can achieve more sustainable results by outsourcing the management of
this part of their spend to an experienced, thirdparty provider.
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Introduction

As an executive leader, it doesn’t matter where you sit within an
organization; there is always one clear and consistent mandate to follow:
deliver value, year over year. For procurement executives, this means
continually searching for ways to negotiate better contracts, improve
supplier performance, increase organizational agility, and do more with
less. Yet hidden in plain view, is an area of untapped potential for
delivering extraordinary value, an area that is too often overlooked
because of its seemingly complex nature—the tail.
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What is Tail Spend?

Tail spend, simply put, is the buying activity that takes place outside of the
organization’s base of core suppliers. It may involve hundreds of millions of
dollars spread across hundreds, or even thousands of suppliers, but is often
overlooked as a source of significant savings.

Strategic Head Of Tail Middle Of Tail End Of Tail

NUMBER OF SUPPLIERS

The logic of this paradox follows what is commonly known as the Pareto
Principle, or the 80-20 rule. Applied here, the principle asserts that roughly
80 percent of a company’s spend comes from 20 percent of its suppliers.
Conversely, 20 percent of its spend comes from 80 percent of the suppliers,
thusforming the tail end of the supply base.
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When the goal is to reduce and control spending, it is a logical
tendency for companies to focus their energies on this 20 percent
which is comprised of their core, strategic suppliers. This group usually
consists of high-profile suppliers that hold the largest contracts with
the organization; therefore, targeting this group is usually the most
efficient way to reach annual savings goals.

Total Spend

80% OF SPEND (STRATEGIC SPEND)
SMALLER GROUP (20%) OF CORE SUPPLIERS

20% OF SPEND (TAIL SPEND)
LARGER GROUP (80%) OF NON-CORE SUPPLIERS

AGILEONE-WP-TAILSPEND
www.agile-one.com | info@agile-one.com | 855.924.4531




& AgileOne

Tail Spend

Examples
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TAIL SPEND

“The purchasing of indirect goods and
services in categories such as professional
services, plant/facility services, utilities, MRO
and travel is often managed at the department
level, and finance executives rarely see

the magnitude of overall spend that these

categories represent.

When looked at individually, the dollar amount
of indirect spending in each department
seems insignificant when compared to raw
materials. But, when added together, they can

account for hundreds of millions of dollars.”
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When you dig deeper into tail spend to examine its many forms,
you will discover that there are a wide range of buying activities
taking place within this segment. Much of the activity occurs at the
departmental level and impacts countless people and processes
within the organization, making tail spend almost too complex, too
nebulous to tackle. Hence, the term tail spend could also include
“unmanaged spend.”

01  Maverick Spend

02 Misclassified Spend
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(continued)

03 Fragmented Spend

04 Unusual Spend

05 Low-Price, High-Frequency

06 Low-Price, Low Volume
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There are a number of factors that make managing tail spend a
daunting challenge. At the top of the list is the lack of good,
comprehensive data on all products and services that are being
purchased throughout the enterprise.

Lack of Category Expertise

Ineffective Internal Controls

Lack of Bandwidth

Lack of Executive Buy-In
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Take Control

of Your Company
Tail Spend.
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Robert Brust
Indirect Procurement : From Back Office to Board Room

Business Finance Magazine, Feb 15 2012
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Most companies looking to gain control over their tail spend realize very
quickly that they lack the internal resources and expertise to execute an
effective management strategy.

Instead, they turn to third-party providers like AgileOne with tail spend
management experience and a broader market perspective.

As specialists in indirect services procurement, AgileOne
establishes the processes and policies that guard against

larger issues around statement of work projects.

Our proprietary technology, AccelerationVMS™ becomes

the source-to-pay engine for all tail spend.
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Built on decades of managing suppliers for our clients, AgileOne’s
Tail Spend Management solution combines people, process, and
technology to unlock the hidden value in your tail spend.

People

Process

Technology
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Elizabeth Edgar, Ralf Magerle and Kyle Rosenthal
Accenture, 2013, Stop Chasing the Tail
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AgileOne’s 5 Step Process
For Gaining Control:

02,
02
o
05,
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Managing the Tail
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Tail Spend savings are achieved by reducing maverick spend,
establishing the right process for each purchase, and introducing

competitive bidding among suppliers.

Modest Savings Estimate Aggressive Savings Estimate
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Other Benefits Of
Managing Tail Spend Include:

Efficiency

Transparency

Increased Compliance
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Conclusion

Many companies are currently operating under the assumption that tail
spend is too complex and requires too many internal resources to manage
effectively. They also know that left unchecked, the waste within this area
can equate to tens or even hundreds of millions of dollars each year.
Outsourcing tail spend management processes to an experienced,
third-party provider, has proven to be a more effective approach to
managing tail spend and creating sustainable, competitive advantage.

As a market leader in managing indirect services spend, AgileOne’s
solution brings a higher level of expertise to your statement of work
projects. We provide a customized purchasing strategy that not only
achieves significant savings, but also increases efficiency, transparency
and compliance. Let AgileOne’s people, processes and technology act as
the keys to unlock this hidden value within your tail spend.
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One World. One Workforce.

Go beyond traditional workforce programs with a consultative
partner able to manage your entire, end-to-end talent lifecycle. From
cutting-edge technologies to award-winning services, AgileOne has
the resources to provide true total talent management. Minority/
woman-owned, with operations in nearly 20 countries around the
globe. One World. One Workforce. One provider: AgileOne.

U.S. Mexico France

Brazil Netherlands Japan

Germany India U.K.

Hong Kong Canada Ireland

Poland Switzerland
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