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Spend Analysis SystemSpend Analysis System
State of MinnesotaState of Minnesota

Kent Allin, Brenda Willard, Betsy Hayes, 
Rose Jacobs Svitak

Minnesota ModelMinnesota Model

Executive order issued April 2005
No resources for consultant services
Multi-agency steering team
State Chief Procurement Officer chairs
Ad hoc multi-agency teams

21 Sourcing workgroups
338 Employees

Office of Enterprise Technology partnership
Result=Genuine buy-in for employees
Legislative approval May 2007

Four focal pointsFour focal points

Standards
Increased emphasis on weight for pricing
Negotiations
“Spend Analysis”
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Minnesota StandardsMinnesota Standards

Old:  Get customers whatever they want
New:  Work with customers to fulfill their 
business need
Recognizes one size doesn’t fit all
Estimated total savings:  $110M/5 years

Minimum weight for priceMinimum weight for price

Old: Determination of “best value”
must only ‘consider’ cost
New: Cost weighted at least 30% of all 
evaluation factors; 40% in some cases
Analysis of past practices projected substantial 
savings with new policy
Zero exception requests since implementation 
in August ’05
Savings to date=$436K

NegotiationsNegotiations
Old: Frequently accepted price offer
New: Failing to negotiate with RFP responders=lost 
opportunity
Added staff position
Negotiated commodity/general service contract price 
reductions

Initial Contract Savings $17,933,172
Extended Contract Savings $16,014,532
Total Contract Savings $33,971,704

Negotiated professional service 
contract price reductions=$988K
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Spend Analysis TestimonialsSpend Analysis Testimonials

“Spend analysis is our cornerstone.” – Don 
Jones, Microsoft
“Spend analysis is the foundation for 
everything we do in enterprise sourcing.  
Before suppliers really had all the leverage 
during negotiations.  They knew better than 
we did what we were spending with them.” –
Greg Stolte, Rockwell Collins

Spend Analysis SystemSpend Analysis System

Existing data deficiencies/aging ERP 
system
Consolidates purchasing, supplier data 
from disparate information sources
Vastly improves analysis and reporting
Newly-available data:
• Informs standard-setting and negotiation processes
• Controls off-contract spending

Spend Analysis Spend Analysis -- A tool to provideA tool to provide……

How much is being 
spent for what goods 
and services
Who the buyers are
Who the suppliers are

Leverage buying
Save money
Improve performance
Obtain improved 
knowledge on 
procurement spending

Knowledge of: Opportunities to:

*GAO Best Practices, September 2004, Using Spend Analysis to Help Agencies Take a More Strategic Approach 
to Procurement.
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What a Spend Analysis System What a Spend Analysis System 
doesdoes

Consolidates Supplier, Purchasing, and Accounts 
Payable information from disparate systems.
Data warehouse - Stores data for easy access.
Collaborative knowledge - Links to internal and external 
content (Austin Tetra).
Reporting - Flexible, customizable reporting across 
businesses.
A portal communication tool 
Scanning; contract/agreement, spreadsheets, notes, 
and documents visible to all users or password coded 
as required.
Single location for team documents

How SIS Works at the How SIS Works at the 
State of MinnesotaState of Minnesota

Data 
Repository

Example Analytics
•Spend by UNSPSC
•Spend by Supplier
•Spend by Buyer
•Lots more

Consolidation

AGPS

CFMS

GFS

Austin Tetra SIC
And UNSPSC*

* United Nations Standard Products & Services Code

Business 
Logic

Contracts

Pcard 
Knowledge Repository

•Suppliers and SIC
•Policies and Procedures
•Strategic Souring Initiatives
•Lots more

Vendor Self
Reporting

Home PageHome Page
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ToolbarToolbar

MMDMMD’’s Knowledge Maps Knowledge Map

ObjectsObjects

SIS Supplier

Local Supplier

Supplier Site

The rolled up view of a Supplier

The ‘Local’ view of a Supplier

Any additional Supplier Addresses and Phone Numbers
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Quick SearchQuick Search

Third Party Enrichment DataThird Party Enrichment Data

UNSPSC CodesUNSPSC Codes
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SIC CodesSIC Codes

Strategic SourcingStrategic Sourcing
Project Status – Category to contain the project, issue, task, 
milestone, event (meeting), etc. objects used to run the 
project.  The project object should also be categorized to the 
Strategic Sourcing Project Plan category.
Sourcing Strategy – Category to store documents concerning 
strategy involved in sourcing suppliers for this initiative.  Also, 
completed RF(x) documents, contracts, etc.
Suppliers – Category to assign suppliers to this cost down 
initiative.  This includes suppliers that are in-network 
(preferred), suppliers in the same SIC codes that you want to 
monitor for out of network purchases, and suppliers who were 
considered, but for some reason the supplier decided to not 
participate.

BenefitsBenefits

Cost Reduction
Analysis tools to support strategic sourcing initiatives activities
Leverage purchases across all State of Minnesota Departments/Agencies
Monitor total PO price for commodities
Work towards better payment terms

Supplier Management
Rationalize supplier base
Identify key suppliers by SIC code, commodity and payments
Collects supplier problems and successes
Search for new suppliers across divisions

Purchasing Collaboration
Enables State of Minnesota Departments / Agencies to team together on cost 
reduction and supplier management
Manage purchasing initiatives, document success stories and leverage 
repeatable road maps to savings
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Sourcing StrategiesSourcing Strategies

Preferred Supplier

Governor's Drive to Excellence Governor's Drive to Excellence 
Spend MapSpend Map

Spend Analysis Report TypesSpend Analysis Report Types

Static Report 
Table Report
Expiration Date Report
Local Supplier Grouping
Payment Reports
PO Reports
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Static ReportsStatic Reports

Table ReportsTable Reports

Expiration Date ReportsExpiration Date Reports
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Supplier Grouping InformationSupplier Grouping Information

Payment ReportsPayment Reports

Payment/PO ReportsPayment/PO Reports
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PO ReportsPO Reports

Cube ReportsCube Reports

Graphical Display OptionsGraphical Display Options
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Variable Display OptionsVariable Display Options

Make Spend Analysis Part of Make Spend Analysis Part of 
Your Daily RoutineYour Daily Routine

Purchasing – Access to purchasing 
information state-wide and able to interact 
with other Departments/Teams.

Buyer Teams – Cost savings due to volume 
buying or consolidating suppliers.

Agency Collaboration – Leverage 
buys/volume buys for the whole State

Practical Uses of Spend Analysis Practical Uses of Spend Analysis 
ToolsTools

Strategic Sourcing Decisions
Solicitation Development 
Contract Management
Detection of Renegade Spending
Negotiations
Legislative and Other Reports
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Lessons We are LearningLessons We are Learning

Implementation and use not as quick or easy as 
hoped
Negotiation works (sometimes)
Third-party enrichment data essential
High-quality data requires ongoing effort
Procurement staff must adopt a new data-driven 
approach
Hands-on training is critical
Spend analysis works in the public sector
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