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Title: Unlocking Procurement Insights: Developing a Spend Cube for a $2 Billion Specialty 
Chemicals Company 

 

Executive Summary 

In the rapidly evolving specialty chemicals industry, strategic procurement is essential for 
maintaining a competitive edge. This business case explores the development of a Spend Cube for 
a $2 billion specialty chemicals company that had grown through multiple acquisitions over four 
years without consolidating its spend data. The project involved extracting data from eight different 
Enterprise Resource Planning (ERP) systems, segmenting and creating a category hierarchy, and 
cleansing the data. A total of 160,000 rows of data were categorized and cleansed, resulting in a 
comprehensive three-year historical purchase dataset for all direct and indirect materials, 
including services. This dataset included cost per pound, quantities by supplier, and delivery 
locations—information that previously required pulling data from over five systems. The Spend 
Cube became the foundation for developing category plans, demand forecasts, and strategic 
sourcing wave plans based on savings opportunities and speed to implementation. 

 

Introduction 

The specialty chemicals industry is characterized by complex supply chains, high levels of 
customization, and intense competition. Companies in this sector must continually optimize their 
procurement strategies to reduce costs, improve efficiency, and respond swiftly to market changes. 
For a $2 billion specialty chemicals company owned by private equity, rapid growth through 
acquisitions over four years had led to a fragmented procurement landscape. Without consolidated 
spend data, the company struggled to leverage its purchasing power and identify strategic sourcing 
opportunities. 

This business case details the project's methodology, challenges, and outcomes, demonstrating 
how the development of a Spend Cube transformed the company's procurement processes and 
enabled data-driven decision-making. 

 

1. Background and Objectives 

1.1 Company Overview 

The company operates globally, producing a wide range of specialty chemicals for industries such 
as pharmaceuticals, agriculture, and manufacturing. Over the past four years, it acquired several 
companies to expand its product portfolio and market reach. However, this growth resulted in 
disparate systems and processes, particularly in procurement. 

1.2 Challenges Faced 
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▪ Disparate ERP Systems: The company inherited eight different ERP systems from acquired 
entities, leading to siloed data and inconsistent procurement practices. 

▪ Lack of Spend Visibility: Without consolidated data, understanding total spend, supplier 
relationships, and category expenditures was challenging. 

▪ Inefficient Procurement Processes: The absence of standardized processes hindered the 
ability to negotiate effectively with suppliers. 

▪ Missed Savings Opportunities: Inability to identify areas for cost reduction and efficiency 
improvements due to fragmented data. 

1.3 Project Objectives 

▪ Data Consolidation: Extract and consolidate spend data from all eight ERP systems. 
▪ Data Cleansing and Categorization: Cleanse 160,000 rows of data and create a standardized 

category hierarchy. 
▪ Develop a Spend Cube: Provide a comprehensive, multi-dimensional view of historical 

purchase data, including cost per pound, quantities by supplier, and delivery locations. 
▪ Enable Strategic Procurement Planning: Use the Spend Cube to develop category plans, 

demand forecasts, and strategic sourcing wave plans. 

 

2. Project Methodology 

2.1 Data Extraction 

▪ System Identification: Mapped all eight ERP systems to understand data structures and 
extraction methods. 

▪ Data Fields Selection: Identified critical data fields such as supplier names, material 
descriptions, quantities, costs, and delivery locations. 

▪ Extraction Process: Collaborated with IT teams to extract data, ensuring minimal 
disruption to ongoing operations. 

2.2 Data Cleansing 

▪ Data Quality Assessment: Identified inconsistencies, duplicates, and incomplete entries. 
▪ Standardization: Unified naming conventions, units of measure, and currency formats. 
▪ Deduplication: Removed redundant entries to ensure accurate analysis. 
▪ Validation: Cross-checked cleansed data against original sources and financial records. 

2.3 Category Hierarchy Development 

▪ Framework Selection: Adopted the United Nations Standard Products and Services Code 
(UNSPSC) for global standardization. 

▪ Category Segmentation: Segmented spend into direct materials, indirect materials, and 
services. 

▪ Hierarchy Levels: Created multi-tiered categories for granular analysis. 
▪ Data Mapping: Assigned each transaction to the appropriate category. 

2.4 Spend Cube Creation 
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▪ Designing the Cube: Structured the Spend Cube to analyze spend across categories, 
suppliers, time periods, and locations. 

▪ Integration with BI Tools: Utilized business intelligence software for interactive dashboards 
and reporting. 

▪ Data Loading: Imported the cleansed and categorized data into the Spend Cube. 
▪ User Interface: Developed user-friendly interfaces for procurement teams. 

 

3. Results and Deliverables 

3.1 Consolidated Spend Data 

▪ Unified Dataset: Achieved a single source of truth for all procurement data over the past 
three years. 

▪ Comprehensive View: Included all direct and indirect materials and services, with detailed 
cost and quantity information. 

3.2 Enhanced Visibility 

▪ Supplier Analysis: Identified top suppliers by spend, volume, and geographic location. 
▪ Category Insights: Uncovered high-spend categories and areas with potential for 

consolidation. 
▪ Cost Metrics: Calculated cost per pound and other key performance indicators. 

3.3 Strategic Procurement Tools 

▪ Category Plans: Developed strategies for each category based on spend analysis. 
▪ Demand Forecasts: Predicted future procurement needs using historical data trends. 
▪ Strategic Sourcing Wave Plans: Prioritized sourcing initiatives based on savings potential 

and ease of implementation. 

 

4. Challenges and Solutions 

4.1 Data Complexity 

▪ Challenge: Diverse data formats and structures across eight ERP systems. 
▪ Solution: Established data mapping protocols and used ETL (Extract, Transform, Load) 

tools to standardize data. 

4.2 Resource Constraints 

▪ Challenge: Limited availability of skilled personnel for data cleansing and analysis. 
▪ Solution: Formed a cross-functional team combining procurement experts and data 

analysts, supplemented with temporary specialists as needed. 

4.3 Stakeholder Engagement 

▪ Challenge: Resistance from departments accustomed to legacy systems. 
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▪ Solution: Communicated the benefits of the Spend Cube, provided training sessions, and 
involved stakeholders in the development process. 

4.4 Data Accuracy 

▪ Challenge: Inconsistent data quality leading to potential inaccuracies. 
▪ Solution: Implemented rigorous validation checks and established data governance 

policies. 

 

5. Benefits and Impact 

5.1 Cost Savings 

▪ Negotiation Leverage: With consolidated spend data, the company negotiated better 
pricing and terms with suppliers. 

▪ Volume Discounts: Identified opportunities to consolidate purchases and achieve 
economies of scale. 

▪ Supplier Rationalization: Reduced the supplier base to focus on strategic partnerships. 

5.2 Improved Efficiency 

▪ Process Standardization: Established consistent procurement processes across the 
organization. 

▪ Time Savings: Reduced the time required to gather and analyze spend data from weeks to 
hours. 

▪ Decision-Making: Enabled faster, data-driven decisions. 

5.3 Strategic Planning 

▪ Category Management: Prioritized categories based on spend and strategic importance. 
▪ Risk Mitigation: Identified single-source dependencies and developed contingency plans. 
▪ Forecasting Accuracy: Improved demand forecasting, leading to better inventory 

management. 

5.4 Organizational Alignment 

▪ Cultural Integration: Facilitated the integration of acquired companies through 
standardized processes. 

▪ Transparency: Increased visibility into spend fostered a culture of accountability. 

 

6. Next Steps 

6.1 Continuous Data Management 

▪ Ongoing Cleansing: Implement regular data cleansing routines. 
▪ Data Governance: Establish a dedicated team to maintain data quality. 
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6.2 System Integration 

▪ ERP Consolidation: Explore opportunities to unify ERP systems for seamless data flow. 
▪ Automation: Implement automated data extraction and reporting processes. 

6.3 Advanced Analytics 

▪ Predictive Analytics: Utilize machine learning to forecast market trends and pricing. 
▪ Supplier Performance Tracking: Monitor key supplier metrics for continuous 

improvement. 

6.4 Training and Development 

▪ Skill Enhancement: Provide training for procurement staff on data analysis and BI tools. 
▪ Knowledge Sharing: Encourage collaboration and sharing of best practices across 

departments. 

 

Conclusion 

The development of the Spend Cube was a transformative initiative for the specialty chemicals 
company. By consolidating and analyzing spend data, the company unlocked significant cost 
savings, improved operational efficiency, and strengthened its strategic procurement capabilities. 
The Spend Cube provided a foundation for data-driven decision-making, enabling the company to 
respond more effectively to market dynamics and position itself for sustained growth. 

This project underscores the critical importance of data management in modern procurement and 
serves as a model for other organizations seeking to optimize their spend and procurement 
processes. 
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Note: This business case is intended for informational purposes and reflects a project undertaken 
by a specialty chemicals company to enhance its procurement processes through the development 
of a Spend Cube. The strategies and results discussed may vary based on individual organizational 
contexts. 

 

 

 

 

 

 

 

 


