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Tail-spend management: Unlocking 
significant business value

GeneraTinG procUremenT impacT

Solution  
Overview

Even leading procurement teams face challenges from the large number of 
unmanaged transactions made by the business. This tail usually accounts for 
20-30% of an organization’s spend and 80-90% of the overall supplier base, 
which often makes it the largest group of spend for a business. It is strategically 
important to manage tail spend effectively; however, due to the high volume and 
low value of these transactions, they can be difficult to control.

Genpact enables procurement functions to manage tail spend with the strategic 
approach they’ve always hoped to achieve.



The challenge
Low-value and high-volume orders have always 
presented an issue to procurement functions. The 
challenge is how to manage these transactions, and 
optimize them where appropriate.

Poor supplier onboarding processes, 
decentralized procurement models, ineffective 
internal stakeholder relationships, and 
fragmented systems lead to supplier proliferation 
and create a long tail (figure 1). This situation 
impacts procurement efficiency, spend visibility, 
risk management, and contract compliance, 
which makes it one of the biggest areas of 
opportunity for procurement functions to capture 
incremental savings quickly.

Tail spend encompasses five dimensions: 
category, transactional, suppliers, geography, 
and business unit (figure 2). It is important to 
assess each of these dimensions to understand 
the characteristics of tail spend, and identify the 
breadth of opportunities.

a disciplined, step-by-step 
approach
Genpact’s solution for tail-spend management 
enables global organizations to review and 
manage their entire tail spend. By becoming a 
partner, Genpact establishes a tail-spend center of 
excellence (CoE) to create a barrier between the 
business and supply market.

Our tail-spend solution embodies a four-step 
framework:

1. Spend analysis – Genpact analyzes spend data 
using an organization’s analytics tool or its 
own spend analytics platform. This identifies 
spend across all sources to provide a complete 
organizational view

2. Supplier segmentation – The data is then 
segmented to identify spend patterns across 
suppliers, categories, geographies, and cost centers

3. Tail definition – Genpact establishes the 
extent of the tail, defines addressable spend, 
establishes thresholds, prioritizes categories, 
and identifies opportunities to migrate spend to 
strategic suppliers

4. Execution – By embedding the CoE, Genpact 
enables organizations to:

• Identify sourcing levers, develop strategic 
sourcing strategies, execute RFIs/RFPs, 
evaluate suppliers, and conduct negotiations

• Establish buying policies—including the use 
of catalogs—and the governance structure to 
monitor compliance

• Standardize procurement processes, including 
vendor onboarding, and deploy proprietary 
and leading technologies, such as the cognitive 
buying assistant and touchless invoice 
processing, to improve operating efficiency, and 
enhance the business user’s experience
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Figure 1: Defining the tail



Tail-spend management is a core element of the 
procurement functional model where Genpact 
designs, transforms, and runs source to pay 
functions for Fortune 500 clients. Genpact uses a 
Lean DigitalSM approach, which combines design-
thinking principles, with Lean methods, digital 
technology, and analytics, to identify tail-spend 
opportunities and consolidate suppliers. This 
approach is underpinned by extensive domain 
knowledge from managing over $50 billion in 
spend, and processing 7.5 million transactions every 
year. Our category management experts give clients 
access to cutting-edge market intelligence across 
categories and verticals. 

impact: optimizing the supply 
base to deliver value
Genpact’s tail-spend management program realizes 
value for organizations through:

•	 Increased spend management and visibility 
– Active spend management improves control 
and visibility of spend, and helps identify 
opportunities for strategic sourcing

•	 Improved compliance and risk management – 
Managing tail spend enhances the controls focused 
on compliance, processes, and buying channels

Suppliers 

Business unitCategory

Geography Transactional
•  Local spend is not with prescribed suppliers
•  Different geographical business requirements
•  Local tax rules, legislation means procurement 

does not follow the prescribed routes

•  Spend not following prescribed 
procurement routes

•  Spend that isn’t aligned with global 
procurement policy

•  Non-strategic suppliers
•  Low-spend suppliers
•  Non-contracted or preferred suppliers
•  Suppliers not used for over six months

•  Spend below a defined threshold
•  Purchase orders (POs) with minimal 

order information
•  Non-catalog POs

•  Spend across categories with 
historically low PO penetration

•  Non-standard specification 
categories, such as professional 
services and marketing

Tail 
spend

Figure 2: The five dimensions of the tail
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Figure 3: Genpact’s source to pay offerings tailored to clients



•	 A rationalized supply base – By improving 
supplier onboarding processes and spend 
consolidation, organizations can reduce the 
volume of suppliers by over 25%

•	 Working capital optimization – Spend consolidation, 
price negotiation and pricing alignment deliver 
significant impact on working capital

•	 Fewer transactions – Supplier consolidation and 
increased catalog penetration reduce the number 
of purchase requisitions, POs, and invoices

Managing an organization’s tail spend effectively 
can deliver significant value to the business that 
extends beyond savings.

Challenge
A global manufacturing company had disparate procurement 
processes across its operations in 15 countries and suffered 
from a large volume of tail spend. This led to a lack of spend 
visibility and contract compliance, a high number of suppliers, 
low catalog and eSourcing penetration, and ineffective 
supplier management.

Solution
Genpact conducted a holistic tail-spend assessment to 
rationalize suppliers and increase spend under contract 
with preferred suppliers. In addition, Genpact conducted 
a diagnostic exercise to fully evaluate the company’s 
procurement process, and analyzed spend. During the 
evaluation, Genpact segmented suppliers, and defined the 
tail to identify opportunities.

Genpact also standardized disparate procurement processes by 
establishing a delivery model with category support centralized 
in a tail-spend center of excellence, and category managers 
deployed at regional centers. In addition, Genpact executed 
transformation initiatives to increase catalog usage, eSourcing 
penetration, and procurement through preferred contracts.

Impact
Genpact’s tail-spend assessment:

•	 Increased spend visibility by 90% and catalog penetration 
by 55%

•	 Identified additional strategic sourcing opportunities via 
increased spend under management

•	 Reduced the number of tail-end suppliers
•	 Enabled category managers to focus on key suppliers
•	 Delivered the five-year savings target within the first year

Leveraging tail-spend management to optimize sourcing and procurementCase 
Study

about Genpact

Genpact (NYSE: G) is a global professional services firm focused on delivering digital transformation for our clients, putting digital and data to work 
to create competitive advantage. We do this by integrating lean principles, design thinking, analytics, and digital technologies with domain and 
industry expertise to deliver disruptive business outcomes – an approach called Lean DigitalSM. We deliver value to our clients through digital-led, 
domain-enabled solutions that drive innovation, and digital-enabled intelligent operations that design, transform, and run clients’ operations. For 
two decades we have been generating impact for clients including the Fortune Global 500, employing 77,000+ people in 20+ countries, with key 
offices in New York City, Palo Alto, London, and Delhi. 

For additional information contact, procurement.services@genpact.com and visit www.genpact.com/what-we-do/business-services/procurement

Follow Genpact on Twitter, Facebook, LinkedIn, and YouTube.
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