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Executive Summary:  Minnesota’s Spend Analysis System 
 
The State of Minnesota spends millions of dollars on personal computers, but consolidated 
information on what varieties and configurations, from which suppliers, in what quantities and at 
what prices was virtually non-existent.  The same could be said for the thousands of other goods 
and services totaling well over one billion dollars in state purchases annually.   Not any more.    
 
Minnesota’s new Spend Analysis system is an intranet-based comprehensive database of 
purchasing experience.  The State’s previously disparate data collection and reporting systems 
had mismatched standards for organizing information and did not allow for advanced analysis.  
The purpose of the Spend Analysis system is to extract, cleanse, classify, enrich and 
integrate different data from existing systems in order to pursue strategic procurement 
opportunities and targeted savings in key commodity and service areas.   
 
This web-based system integrates, classifies and enhances spending information based on 
internationally recognized standards.  It enriches state data with third party vendor-related details 
such as parent/subsidiary relationships between businesses, as well as diversity program 
information.  It provides an easy-to-use portal to this consolidated information and the tools to 
analyze it.  Spend Analysis has been implemented for Minnesota state agency purchases as well 
as for the 44-state Minnesota Multi-State Contracting Alliance for Pharmacy (MMCAP).   
 
Innovation:  Spend analysis systems have been implemented successfully in the private sector, 
but we believe Minnesota is the first state to do so with respect to its public sector purchasing.  
This state-wide (and in the case of MMCAP, 44-state-wide) and multi-agency public sector 
implementation proved to be complex and time-consuming.  Judged on the scale or magnitude of 
effort, this was an enormous undertaking and required the diligence and perseverance of both 
state and contractor personnel.   
 
Transferability:  Minnesota is already sharing Spend Analysis benefits with 44 other states in 
MMCAP.  Beyond that, our effort will be replicable in any other state with the leadership support 
and resources to undertake a comparable initiative.  In fact, Minnesota’s contract specifically 
allows other states with joint purchasing authority to utilize it as their competitively awarded 
procurement vehicle.   
 
Service improvement:  The Spend Analysis project is overseen by a multi-agency steering 
committee of stakeholders.  Clearly, easier access to better data leads to improved procurement 
decision-making.  The general public has also directly benefited as we have used Spend Analysis 
to accurately respond to public information requests which would previously have been 
unanswerable.   
 
Cost reduction:  Although not solely attributable to Spend Analysis, Minnesota’s various data-
driven strategic sourcing initiatives have saved the state in excess of $100 million.  Spend 
Analysis data have been utilized for initiatives involving computers, cell phones, office supplies, 
and IT professional services among others.   
 
In conclusion, Minnesota’s Spend Analysis system has opened a door to an unprecedented 
quantity and quality of relevant sourcing data.  Our challenge is to utilize it creatively and 
effectively to drive even further efficiencies and savings in what we buy.  Minnesota’s citizens 
deserve the best data-driven sourcing decisions.  With this tool, that is what we are able to 
provide.   
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Why was Minnesota initially interested in a Spend Analysis system?  
 
The State of Minnesota spends millions of dollars on personal computers, but consolidated information on 
what varieties and configurations, from which suppliers, in what quantities and at what prices was 
virtually non-existent.  The same could be said for the thousands of other goods and services totaling well 
over one billion dollars in state purchases annually.   Not any more.    
 
In April 2005, Minnesota Governor Tim Pawlenty issued an Executive Order creating a vision for 
strategic sourcing (Attachment A).  It outlines a number of opportunities to improve state purchasing 
practices. One common driver for all of the opportunities was the need for dramatically improved data 
regarding what the state is buying and the vendors from whom we are making those purchases.  The 
state’s automated accounting and procurement systems were selected in 1992 and went live in 1995.  No 
upgrade or replacement will be possible before 2010 at the earliest, given legislative funding cycles.  
Information available from existing systems was frustratingly fragmented and simply did not provide the 
level of detail we needed for key strategies such as setting commodity standards, reducing multiple award 
contracts, negotiating volume-based discounts, and monitoring agencies’ off-contract spending.    
 
On May 23, 2005, the Minnesota Department of Administration Materials Management Division (MMD) 
released a Request for Proposal (RFP) for a Spend Analysis system.  Following the evaluation of 
proposals and negotiations, MMD awarded a contract to TrueSource on August 1.  (TrueSource has since 
been acquired by Procuri.) 
   
What exactly is a Spend Analysis system? 
  
Spend Analysis (sometimes labeled Spend Intelligence) is an intranet-based comprehensive database of 
purchasing experience.  It enables purchasing-related knowledge sharing and analytical reporting.  Spend 
Analysis is now available to all MMD purchasing functions to give them new data and capabilities which 
provide order of magnitude improvements on data from existing systems. 
 
The State’s previously disparate data collection and reporting systems had mismatched standards for 
organizing information and did not allow for advanced analysis.  The purpose of the Spend Analysis 
system is to extract, cleanse, classify, enrich and integrate different data from existing systems in 
order to pursue strategic procurement opportunities and targeted savings in key commodity and 
service areas.   
 
This web-based system integrates, classifies and enhances spending information based on internationally 
recognized standards (UNSPSC, SIC and NAICS codes).  It enriches state data with third party (Austin 
Tetra) vendor-related details such as parent/subsidiary relationships between businesses, as well as 
diversity program information. 
 
Spend Analysis did not replace our existing automated purchasing systems, nor is it an alternative to a 
future ERP implementation.  Our Spend Analysis system collects information from all purchasing-related 
systems as well as from other third-party information resources.  It provides an easy-to-use portal to this 
consolidated information and the tools to analyze it.  It also provides a means for purchasing professionals 
to share experience and insights – information that is not usually found within a system’s database.   The 
state can use this integrated purchasing intelligence to analyze the “who, what, when, where and how” of 
its purchases so that they can be managed strategically.   
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How is the new Spend Analysis system benefiting Minnesota? 
 
Minnesota’s Drive to Excellence strategic sourcing initiative has been highly successful.  This multi-
faceted program demonstrated benefits through well-defined interagency roles and relationships, 
extensive collaboration across agencies, agreement on commodity standards, intensified negotiations, 
enterprise-wide contracts, and adoption of “best practices” in statutes, policy and practice.  (Attachment 
B)  Data are a key to success in most of these areas and the Spend Analysis system has provided an 
unprecedented level of detailed information to support these procurement initiatives. 
 
We have embarked on a systematic implementation plan that continues to gain staff support and expand 
the use of the tool over time.  It is definitely a learning process and a cultural change, as we embrace data-
driven decision-making – when, in the past, we have operated without meaningful data.  Selected 
acquisitions staff members in the central procurement office (those expressing the most interest and 
motivation) received system training in August 2006 following completion of the implementation 
process.  Some of those trained rely primarily on the approximately 70 pre-designed reports in the system.  
Others are more innovative and develop customized inquiries and reports.  Several users are becoming 
highly proficient and assist their peers as needed.   Hands-on use of the tool has not yet been extended to 
other state agencies, but their procurement staff members have been oriented to the new data source and 
can request Spend Analysis system information for their own use. 
 
Our systematic approach to program management has proven useful in linking the analysis and execution 
phases for key initiatives such as office supplies and cell phones.  We are able to identify the contract and 
off-contract suppliers in one or more SIC codes, employ long-range planning and reporting modules to 
monitor all related payment activity, and alert agency customers when unauthorized off-contract 
(“maverick”) spend is detected.   

The Minnesota Multi-state Contracting Alliance for Pharmacy (MMCAP) has also implemented a 
separate data set within the Spend Analysis system.  MMCAP is a voluntary group purchasing 
organization operated by the State of Minnesota that serves government-authorized healthcare facilities. 
The goal of MMCAP is to combine purchasing power so its member organizations receive the best prices 
available for pharmaceuticals, hospital supplies, and related products. 

Using the same data engine and separate data extraction routines, we are able to report on the 
pharmaceutical spend for 44 states and the cities of Chicago and Los Angeles.  With security 
implemented to separate the purchases by state, we can review the spend by individual states and as a 
whole.  By incorporating AHFS (American Hospital Formulary Service) codes into the MMCAP data, 
pharmaceutical products can also be rolled up into like grouping for further analysis.  MMCAP is 
currently reviewing the data and finalizing the extracts and rules with the intent of releasing access to the 
MMCAP Advisory Board this fall.  Full release to state participants would take place upon 
recommendation of the Advisory Board and would allow unprecedented hands-on access to data and 
analytical tools regarding the individual states’ own pharmaceutical purchases through MMCAP. 
 
MMD recently advocated for and gained passage of Minnesota statutory changes that become effective in 
July 2007 which will further institutionalize the concept of data-driven procurement.  Specifically, the 
newly-enacted legislation requires the central procurement agency to “ensure the optimal use of strategic 
sourcing techniques.”  “Strategic sourcing” is now defined by Minnesota law to include “spend analysis.”  
 
Availability of Spend Analysis data is already impacting the legislature’s policy agenda in Minnesota.  It 
has been used to analyze the impact of proposed “pay equity” legislation on Minnesota businesses.  It 
helped motivate a coalition of advocates for disabled employees to sponsor legislation that would allow 
them to collectively respond to state procurement opportunities.  MMD effectively shut down a self-
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serving legislative initiative on behalf of several business owners when Spend Analysis data showed that 
they were misrepresenting what the state had been buying from their competitors.   
 
With a charge to expand state use of enterprise-wide professional/technical contracts, Spend Analysis is 
being used to identify key opportunities to combine consulting contracts.  Currently, we are researching 
past spend, categorizing areas of service and analyzing geographic needs related to occupational health 
services.  System data are also currently in use to facilitate negotiations between the University of 
Minnesota and executive branch agencies regarding contract terms and conditions that will be accepted 
across the enterprise.    
 
We anticipate ever-expanding use of the tool.  Over the next year, additional acquisitions staff in the 
central procurement office will be trained.  A set of standard reports will be developed that staff will 
utilize with respect to each of their enterprise contract initiatives.   
 
How does the Spend Analysis system meet Cronin Award criteria? 
 
Innovation:  Spend analysis systems have been implemented successfully in the private sector, but we 
believe Minnesota is the first state to do so with respect to its public sector purchasing.  Our vendor 
would concede that a state-wide (and in the case of MMCAP, 44-state-wide) and multi-agency public 
sector implementation proved to be more complex and time-consuming than anticipated.  For example, 
the non-MMCAP side of the system has collected and cleansed data involving more than 1,600,000 
annual payments and 205,000 suppliers.  Classification of this data required the development of more 
than 7,700 rules.  Judged on the scale or magnitude of effort, this was an enormous undertaking and 
required diligence and perseverance of both state and contractor personnel.   
 
Transferability:  Minnesota is already sharing Spend Analysis benefits with 44 other states in MMCAP.  
Beyond that, our effort will be replicable in any other state with the leadership support and resources to 
undertake a comparable initiative.  In fact, Minnesota’s contract with TrueSource (now Procuri) 
specifically allows other states with joint purchasing authority to utilize it as their competitively awarded 
procurement vehicle.   
 
Service improvement:  The Spend Analysis project, like all initiatives under Governor Pawlenty’s 
enterprise-wide Drive to Excellence reform agenda, is overseen by a multi-agency steering committee of 
stakeholders.  Clearly, easier access to better data leads to improved procurement decision-making.  The 
thrust of all of our Drive to Excellence sourcing efforts has been “smarter,” more strategic, procurement.  
Although not solely attributable to Spend Analysis, the documented Drive successes over the past two 
years demonstrate a strong record of service improvements.  The general public has also directly 
benefited as we have used Spend Analysis to accurately respond to public information requests which 
would previously have been unanswerable.   
 
Cost reduction:  The various data-driven Drive sourcing initiatives have saved the state in excess of $100 
million.  (See attached slides for further details.)  Spend Analysis data have been utilized for strategic 
sourcing initiatives involving computers, cell phones, office supplies, and IT professional services among 
others.  In one recent example of cost reduction directly linked to the Spend Analysis system, a contract 
vendor agreed to absorb a pending increase in the state’s contract fee after seeing the system’s ability to 
police any off-contract purchasing.   
 
In conclusion, Minnesota’s Spend Analysis system has opened a door to an unprecedented quantity and 
quality of relevant sourcing data.  Our challenge is to utilize it creatively and effectively to drive even 
further efficiencies and savings in what we buy.  Minnesota’s citizens deserve the best data-driven 
sourcing decisions.  With this tool, that is what we are able to provide.   
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ATTACHMENT A 

PROVIDING DIRECTION TO STATE DEPARTMENTS 

REGARDING STRATEGIC SOURCING  

I, TIM PAWLENTY, GOVERNOR OF THE STATE OF MINNESOTA, by virtue of the authority vested in me by the Constitution and 
applicable statutes, do hereby issue this executive order:  

WHEREAS, as Governor, it is important that I provide clear direction to commissioners and state departments to take important steps, 
consistent with applicable law, to implement strategies that will make the provision of governmental services more efficient and cost-
effective; and  

WHEREAS, the Drive to Excellence Reform Initiative provides the State of Minnesota with a unique opportunity to fundamentally change 
the operation of state government; and  

WHEREAS, the Drive to Excellence and the strategic plan set forth in the Transformation Roadmap outline methods for state government 
to provide faster, more reliable, and cost-effective services to Minnesota's citizens and businesses; and  

WHEREAS, state departments and services need to be viewed as an integrated whole and as an enterprise, working together to support 
Minnesota as one organization with overall goals and objectives; and  

WHEREAS, state government annually purchases over $1 billion dollars worth of goods and services; and  

WHEREAS, Minnesota, as well as other states and private sector organizations, has taken steps to reduce spending on goods and 
services through the use of strategic sourcing methods including product standardization, contract consolidation, multiple jurisdiction 
purchasing alliances, reverse auctions, lifecycle costing, and other techniques; and  

WHEREAS, Minnesota has the opportunity to further reduce spending through a more comprehensive and coordinated use of strategic 
sourcing methods; and  

WHEREAS, materials developed through the Drive to Excellence document the improved effectiveness and efficiency that can be gained 
from an enterprise orientation to the provision of government services;  

NOW, THEREFORE, I hereby order and direct state departments to support implementation activities of the Drive to Excellence Reform 
Initiative by taking the following specific actions:  

1. Consistent with the Commissioner of Administration's responsibilities and authority under Minnesota Statutes Chapters 16B, 16C, and 
16E, the Commissioner will, in consultation with other state departments, develop and implement policies, procedures, and/or standards 
ensuring the optimal use of strategic sourcing techniques.  

2. In developing these policies and procedures, the Commissioner of Administration will consider the requirements of Minnesota's 
procurement laws and seek to amend legislation, as appropriate.  

3. All other commissioners, state departments, and employees of the executive branch will work with the Commissioner of Administration to 
develop and implement strategic sourcing techniques:  

a. At the request of the Commissioner, departments will appoint representatives who can commit resources and speak with the authority of 
the department as participants in development of policies, procedures, and standards;  

b. As directed by the Commissioner, departments may be required to accept delegated authority to procure goods and services intended 
for the exclusive use of the department receiving the delegation;  

c. As directed by the Commissioner, departments may be required to relinquish delegated authority to procure goods and services 
identified to be applicable to the enterprise;  

d. As directed by the Commissioner, departments will provide resources and assist with the achievement of strategic sourcing objectives; 
and  

e. Future professional/technical service contracts that represent an opportunity for the enterprise approach will be developed with the 
cooperation of affected departments and the Commissioner.  
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4. All vendor selection evaluations conducted under Minnesota's "best value" statutes must consider price to be of significant importance, 
as prescribed by the Commissioner, unless otherwise provided by law.  

5. The Commissioner of Administration, in conjunction with other state departments as appropriate, will develop plans and policies to 
achieve the following specific objectives:  

a. Refine vision, roles, and responsibilities for central procurement staff and department staff to include a Chief Procurement Officer, Supply 
Chain Management Group, User Groups, Category Management Teams, and Source Experts;  

b. Validate non-enterprise or department-level purchasing within departments as appropriate;  

c. Define a process to set standards for enterprise-wide procurement of goods and services, with an initial emphasis on IT-related 
commodities and office supplies, and subsequent attention directed to other high-potential categories;  

d. Define an exception approval process for purchases inconsistent with established state standards;  

e. Reduce and sustain a reduction in the number of state contracts and the number of vendors with whom the state does business;  

f. Use reorganization orders, statutory changes, and other agreements consistent with the law to achieve the goals of this order; and  

g. Ensure compliance with statutes, best practices, and high ethical standards.  

6. All commissioners and state departments will utilize the state's enterprise-wide contracts.  

7. On or before December 15, 2005, and annually thereafter, the Commissioner of Administration will summarize and report to the 
Governor regarding the results of this initiative, including information regarding:  

a. The number and nature of enterprise-wide contracts awarded by the state;  

b. Savings attributable to enterprise-wide contracts and other strategic sourcing strategies; and  

c. Any conclusions or recommendations regarding Minnesota's success with strategic sourcing and further system improvements.  

Pursuant to Minnesota Statutes 2004, section 4.035, subdivision 2, this Executive Order will be effective fifteen (15) days after publication 
in the State Register and filing with the Secretary of State and will remain in effect in accordance with Minnesota Statutes 2004, section 
4.035, subdivision 3.  
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