Sector Insight

Corporate Card and Expense Management
Integration in the Lower Mid-Market

Expense management is a complex category of spending that can easily
elude even the most trained enterprise eye. For the typical enterprise,
expense management represents a multi-million dollar area that must be
controlled; enterprises without the proper visibility and control over this
spend fall victim to inflated costs to process expense reports, as well as
poor compliance to enterprise travel policies and negotiated contracts.
New Aberdeen research has found that enterprises in the lower mid-
market sector (revenues between $50 million and $250 million) that have
leveraged an expense management solution integrated with a corporate
card have seen advantages across the scope of expense management
performance.

The Expense Management Performance Advantage

Enterprises in the lower mid-market often have to control their spending as
part of an organization-wide balancing act between budgeting and driving
revenue. Business travel, while a necessary component of achieving
enterprise goals, must be monitored and controlled in such a way that it is a
value-added organizational aspect. Aberdeen research has discovered that
lower mid-market enterprises that have leveraged corporate card / expense
management integration have generated superior performance across the
entire scope of expense management (Table I).

Table I: Performance Comparison

Corporate Card

No Corporate Card

Performance Metric .
Integration

Integration

Cost to process a single

$4.76
expense report

$14.04

Time to complete an

23.9 minutes
expense report

16.7 minutes

Percentage of expense

reports submitted w/ 1% 9%
errors

Cases of fraud per 1,000 0.68 cases 1.91 cases
expense reports

Compliance to enterprise 83% 60%

travel policies

Source: Aberdeen Group, May 2010
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For this research derivative,
Aberdeen analyzed data culled
from the 2009 and 2010
expense management research
studies, segregating
respondents into two distinct
categories: those with
corporate card / expense
management integration in
place, and those without this
integration in place.

Aberdeen defines corporate
card / expense management
integration as the union
between the enterprise's
automated expense
management systems with a
corporate card program.
Integration streamlines the
entire expense management
cycle, from travel booking to
expense reporting to payment /
reimbursement, and provides
the company with visibility into
expense spending.
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Lower mid-market enterprises that are currently leveraging an expense
management solution integrated with a corporate card have seen a variety
of performance benefits. These enterprises have achieved:

e Nearly 90% lower percentage of expense reports submitted with
errors

e 66% lower cost to process a single expense report

e 64% fewer cases of expense fraud

e 30% shorter time to complete an expense report, and;
e 28% higher rate of compliance

Corporate card integration has fueled the expense management programs
of lower mid-market enterprises with key capabilities and functionalities;
this union has allowed these organizations to easily populate expense
reports with information, lowered costs through process automation, and
increased compliance to corporate travel policies. It is through the
consistent operational efficiencies of these two systems working together
that companies have experienced the gains detailed in Table |.

While integration of these two systems has had a positive performance
impact, companies have also achieved an uptick in an unquantifiable area:
visibility. Aberdeen research has chronicled the use of integration to drive
global visibility into expense spending; organizations can leverage the data
and information derived from the corporate card and expense management
system union to power their sourcing and procurement teams in
negotiations with key suppliers.

Reducing Expense Errors and Fraud through Integration

In an age where employee fraud is all-too-common, expenses can be altered
through traveler misuse and misappropriation: altering mileage or receipts,
traveling via extravagant methods (first class flights, deluxe hotel suites,
etc.), and billing for travel that did not occur. Enterprises in the lower mid-
market sector have experienced 64% fewer cases of employee expense
fraud due to their reliance on automation, corporate cards, and
communication / enforcement of enterprise travel policies.

Errors are also an unavoidable aspect of processing, creating and approving
expense reports. Manual data entry can cause unwanted errors in expense
reporting and shifting the alignment of the key steps in the expense process,
causing incorrect reimbursement amounts or routing to the wrong
approver. Enterprises in this sector have nearly 90% fewer expense reports
submitted with errors. Corporate card integration can pre-populate
expense reports with correct travel information, helping to eliminate the
risk of manual-prone errors in the expense submission process.

Policy Standardization: The Bridge to Compliance

Much like any other complex category of spend, company expenses must be
firmly managed with strict procurement principles. Negotiated contracts
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with airlines, hotels and car rental organizations can help drive cost savings
and provide visibility into corporate travel spending. Aberdeen research has
found that lower mid-market enterprises with corporate card integration, in
the quest for high levels of compliance, have effectively standardized travel
policies enterprise-wide (83%, Figure I).

Figure |: Expense Policy Standardization (Enterprises w/
Corporate Card Integration)

@ Policy standardized by region /
country

B Policy standardized across the
entire enterprise

Source: Aberdeen Group, May 2010

In contrast, only 27% of enterprises without corporate card integration have
standardized their policies enterprise-wide. This aspect, in addition to the
union between the corporate card program and the expense management
solution, have helped to elevate the compliance levels of these enterprises
to Best-in-Class heights.

Key Expense Management Capabilities

Lower mid-market enterprises have readily leveraged corporate card and
expense management integration to enhance their existing expense
management programs. However, in addition to this integrated
environment, enterprises in this sector have utilized a core set of expense
management capabilities (Figure 2).
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Figure 2: Core Expense Management Capabilities

Regular audits of 100%
expense reports 55%

Ability to analyze 83%
expense spend to o
identify savings 36%

Real-ti

me visibility into 83%
expense spend
against budget 45%

Visibility into 73%
aggregate expense
spend 36% )
J m Corporate Card Integration

@ No Corporate Card Integration

Source: Aberdeen Group, May 2010

Lower mid-market enterprises with corporate card / expense management
integration in place have been able to leverage a crucial set of core expense
management capabilities to enhance their automated programs:

Regular audits of expense reports (100%) are a crucial step in
increasing traveler compliance to corporate expense policies. All
lower mid-market enterprises with corporate card integration are
currently conducting these audits to boost compliance and ensure
that corporate travelers are adhering to negotiated contracts.

The ability to analyze expense spend to identify savings
(83%) has allowed enterprises with corporate card integration to
extract and analyze their expense spend data to pinpoint areas that
can be consolidated into a packaged contract. For instance, spend
on multiple preferred airlines can be consolidated into a single
contract, allowing organizations to leverage a single contract and
realizing considerable savings within this area of spend.

Real-time visibility into expense spending against budget
(83%) can allow lower mid-market enterprises to track and
monitor this crucial category. Lower mid-market enterprises, who
spend an average of $2.5 million every year on expenses, are often
faced with more difficult business decisions as to who within the
organization is allowed to travel. Real-time visibility against expense
budgets enables these organizations to make more educated
business decisions in regards to travel approvals and future
forecasting items; with both the corporate card and expense
management systems working side-by-side, enterprises can have an
accurate viewpoint of their spending and can appropriately act on
crucial expense or compliance decisions if necessary.
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Case in Point

A lower mid-market enterprise based in North America has leveraged the
integration between their automated expense management system and
corporate card to achieve Best-in-Class results across the scope of expense
management performance, effectively gaining an 85% edge in compliance to
T&E policies while reducing their expense approval time to two days and
expense reimbursement time to an average of four days.

"Our expense-reporting tool and corporate card system has made the
entire expense management program more automated, efficient, and less
time consuming,” said the Director of Finance, who added that their
visibility into expense spending has increased since implementation. "For our
management team, visibility is important; we need to know exactly how are
our dollars are being spent.”

The Director of Finance added some insight on the notion of visibility,
stating that expense management, especially in the wake of an economic
crisis, has become a category of scrutiny; his company has had to reign in
spending and figure out additional means of driving savings. With the global
visibility achieved from corporate card and expense management
integration, the company has been able to provide their procurement team
with the necessary information to effectively negotiate with key suppliers
and enter into enterprise-friendly agreements.

Required Actions

Organizations in the lower mid-market sector must strategically enhance
their expense management programs to spur performance across the scope
of compliance, time (approval, reimbursements, etc.), and processing costs.
To effectively manage their expenses, it is crucial for companies in this
sector to leverage the following recommended actions:

e Look to corporate card and expense management
integration as a means of improving existing expense
management processes. Enterprises that utilize a corporate card
/ expense management integrated solution have seen gains in not
only time and compliance (which are two crucial areas for Best-in-
Class expense management performance), but have also been able
to drive down expense-processing costs. This integrated program
presents the enterprise with the ability to process expenses in an
automated fashion while speeding up reimbursement times; it is
critical for enterprises to leverage the consistent unification of these
two systems working together to drive performance and visibility.

e Conduct regular audits of expense reports. Compliance is
typically the watershed metric of an expense management
program's performance. Lower mid-market companies must look to
their own reporting and auditing structure to ensure they pinpoint
areas of maverick traveling to avoid millions of dollars in
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unnecessary spending on a category that is already a major cost of
conducting business.

¢ Enhance visibility into expense spend through automation
and corporate card / expense management integration.
Although visibility is a crucial component for larger enterprises,
organizations in the lower mid-market are often working with much
smaller budgets for business travel. Therefore, visibility into this
area of spending is a significant factor in ensuring that travelers are
not only adhering to enterprise policies, but also solidifying
educated decisions in regards to approving appropriate (and
revenue-generating) business travel.

Research Methodology

For each of its distinct research topics, Aberdeen utilizes a web-based
questionnaire featuring anywhere from 25 to 40 questions. Aberdeen's
research team then analyzes the data culled from the hundreds of responses
in conjunction with our unique PACE Methodology and Best-in-Class
Maturity Framework to build our custom benchmark reports.

As in the case of this research piece, Aberdeen analysts typically take a
cross-cut of the data to build five-to-seven page research derivatives that
have historically covered various sectors and industries, key technology
solutions, company / revenue sizes, and core enterprise capabilities.

© 2010 Aberdeen Group.
www.aberdeen.com

Telephone: 617 854 5200
Fax: 617 723 7897



Corporate Card and Expense Management Integration in the Lower Mid- A b d G
Market er een ?/‘0 %p

Page 7 A Harte-Hanks Company

For more information on this or other research topics, please visit
www.aberdeen.com.
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