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From OPEX to Liquidity: Turning "Trapped
Capital" into Renewable Growth

How modern banks and credit unions are improving their Efficiency Ratios by
300-500 bps through Continuous Spend Intelligence.

&, Download PDF

Executive Summary

For Credit Unions and Community Banks, "Liquidity" is the watchword of the
decade. Yet, while institutions fight for deposits, millions of dollars in potential
liquidity remain trapped inside the organization itself—hidden within the Non-

Interest Expense (NIE) lines of the P&L.

Industry data reveals a stark reality: up to 70% of traditional cost-reduction
programs fail to deliver lasting results because they treat spend management

as a one-time event rather than a continuous discipline.


https://www.spendwell.ai/whitepaper/SpendWell-AI_Research_Whitepaper.pdf
https://www.spendwell.ai/
https://www.spendwell.ai/

This whitepaper outlines the mechanics of Continuous Spend Intelligence—a
framework that transforms back-office OPEX into liquid capital. By replacing
periodic audits with real-time governance, institutions can improve their
Efficiency Ratio by 300-500 basis points, unlock 10-15% in direct sourcing

savings, and reduce operating costs by 20-50%.

Chapter 1: The Liquidity Problem

Most institutions view Non-Interest Expense as a fixed cost of doing business.
In reality, it is a reservoir of trapped capital. When procurement processes are

manual or disconnected from the General Ledger, "fiscal friction" occurs.
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The average percentage of addressable spend that can be recovered
through  continuous enforcement (Source: Global Consulting

Benchmarks).
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The typical improvement in the Efficiency Ratio achievable by optimizing

the "tail" of vendor spend.

This leakage is driven by three specific factors:

e Maverick Spend Premium (12-18%): The measurable cost increase for
every dollar spent outside of a compliant contract. Without digital rails,
employees inadvertently pay market rate rather than negotiated rate.

e The Tail Spend Trap (80% Volume): While strategic vendors are
managed, the "long tail" of small vendors accounts for 80% of
transactional volume and noise—creating a massive blind spot in the P&L.

e The Forgetting Curve (3-5% Erosion): Contracts are signed with great
fanfare, but six months later, vendor price creep often goes unnoticed by
AP clerks. This silent erosion typically drains 3-5% of addressable Non-
Interest Expense annually.

How "Trapped Capital” Erodes Liquidity
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Figure 1: The difference between 'Negotiated Savings' and 'Realized

Liquidity".



In Practical Terms: Even using a conservative model for a $1 Billion asset
institution (with ~$20M in addressable spend), this 35% leakage represents
over $700,000 in lost annual liquidity—a figure that scales into the millions for
larger entities.

Chapter 2: The "Hidden P&L"

To capture these returns, forward-thinking CFOs are moving away from
periodic "Zero-Based" exercises and toward Continuous Spend Intelligence.

This model shifts the paradigm:

e From "Periodic" to "Real-Time": Instead of quarterly budget reviews,
spend is analyzed transaction-by-transaction in real-time.

e From "Post-Audit" to "Pre-Commit": Traditional tools flag variance after
the invoice arrives (when the money is gone). Continuous Intelligence
moves governance upstream, checking requisitions against budget limits
before a Purchase Order is issued.

e From "Sampling" to "Forensic": Al allows for 100% of transactions to be
categorized and benchmarked, effectively identifying "Zombie
Subscriptions" and duplicate payments instantly.

The "Overlay" Architecture (No Rip-and-Replace)

Historically, achieving this required a massive Core Banking overhaul. Today,
SpendWell.Al utilizes an Overlay Architecture. We sit on top of your existing
systems (Jack Henry, NetSuite, Fiserv), ingesting data without disrupting the
core General Ledger. This allows for "In-Flow Recovery"—stopping leakage at

the source.



Chapter 3: The Efficiency Ratio Play

The math is simple: Lower Expenses = Higher Efficiency = More Capital.

For a $1B asset institution, a 20% reduction in addressable vendor spend can
translate to millions in retained earnings. This is not "cost cutting" in the
traditional sense of reducing headcount or service; it is "cost optimization" by

removing waste.

This creates a "Multiplier Effect," unlocking 4x more financial and operational
value than competitors by freeing up capital for innovation. By automating the
entire Procure-to-Pay lifecycle, you also reduce the administrative burden.
Data suggests this automated enforcement reduces manual AP touchpoints by
~65%, allowing your team to focus on high-value analysis rather than data

entry.

Operational Maturity Profile
Comparing traditional manual AP processes vs. the SpendWell.Al model. Note
the massive gains in "Data Visibility," "Speed," and "Risk Mitigation"—critical

factors for regulatory exams.
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Chapter 4: Audit-Ready Resilience

Beyond liquidity, there is safety. The FFIEC and NCUA are increasingly
scrutinizing "Vendor Management." A Continuous Spend Intelligence platform

provides an immutable audit trail.

Every dollar leaving the institution is inextricably linked to:

1. The specific GL code and Budget ID.
2. The approving officer's digital signature.
3. The underlying contract terms and expiration date.

4. The vendor's compliance status (SOC2, etc.).

This concept, known as "Audit-Ready by Design," reduces the time required to

compile examiner evidence packs from weeks to minutes.



Addendum: Industry Benchmarks & Data

The following metrics are derived from aggregated industry studies on

managed spend and digital procurement transformation.

For credit unions and community banks relying primarily on spreadsheets and
approved vendor lists—with limited real-time enforcement—adopting a
managed spend platform often delivers up to 20% overall spend reduction
simply by curbing unmonitored/maverick purchases. This behavioral
enforcement effect is one of the fastest ROI drivers for institutions starting

from low procurement maturity.

IMPACT AREA POTENTIAL SAVINGS DESCRIPTION
Total Consolidating vendors & enforcing negotiated
, 10% -15% g gned

Sourcing rates
Non-Interest > 15% Reducing administrative waste & subscription
Expense ° sprawl
Process o o Automation of POs, Invoices, Allocations,

- 20% - 50% ) .
Efficiency Payments, Audits & Warranty/Compliance

Direct Vendor

Cost 3% -5% Inventory and demand optimization
Oosts
Managed Reducing unmonitored/maverick spend for

o organizations moving from manual processes to a
PlathITm Up to 20% managed requisition platform (Gartner, Hackett
Adoption Group, McKinsey)

Sources include McKinsey & Company, Boston Consulting Group, The Hackett

Group, and Gartner research on procurement transformation (2018-2025).



By automating the full procure-to-pay lifecycle—including purchase orders,
invoices, allocations, payments, audits, and warranty/compliance tracking—
financial institutions can achieve 20-50% greater process efficiency while
embedding regulatory safeguards at every step. This closed-loop automation
not only frees finance teams from manual drudgery but delivers the immutable,
examiner-ready evidence trail demanded by NCUA and FFIEC guidelines.

ADDITIONAL BENCHMARKS

e 70% Failure Rate for Traditional Programs: Industry studies show that
70% of conventional, one-time cost-reduction initiatives fail to sustain
savings after 12 months—primarily because they lack ongoing
enforcement and real-time governance.

e 4x Multiplier Effect: Organizations with optimized, continuous spend
governance realize up to 4x greater financial and operational value
compared to peers relying on periodic audits.

e $260 Million Average Impact: Large enterprises implementing continuous
visibility and zero-based discipline achieve average annual bottom-line
improvements of $260 million (scaled proportionally for mid-market and
community institutions).

e 99% Buyer Satisfaction: Organizations that adopt digital, closed-loop
spend intelligence models report near-perfect (99%) internal stakeholder
satisfaction due to streamlined processes and strategic focus.

Stop the Leakage. Recoup Your Capital. Start the
Growth.

Don't let your P&L bleed value for another quarter. Schedule a forensic

Visibility Audit today.


https://www.spendwell.ai/visibility_audit.php



