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To bring procurement and accounts payable 
(AP) closer together in the source-to-pay 
process, two main areas must be aligned: 
KPIs and systems. By defining success 
based on shared metrics, managers in both 
areas can target reviews and incentives 
toward the same outcomes. By harmonizing 
systems, both procurement and AP can 
have access to the information they need 
to succeed without the barriers of cross-
system workflows. And organizations will be 
prepared to push into the next generation 
of source-to-pay performance.
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Historically, procurement and AP have pursued different 
goals, with procurement focused on negotiating savings and 
AP focused on processing invoices for payment. These two 
groups often operate separately from one another with differ-
ent processes and even different systems. In such a siloed 
environment, it is difficult to stay aligned and nearly impossi-
ble to collaborate toward achieving common objectives. 
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A History of Divergence

Focus on realized savings: measure when 
negotiated savings are used in a purchase 
order and reflected on a supplier’s invoice.
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The procurement departments in organizations 
typically define success as achieving some 
amount of year-over-year savings on their pur-
chases, with additional emphasis on high-volume 
categories. In most environments, this means 
looking at negotiated rates and claiming victory as 
long as this year’s rate with a supplier is 5% lower 
than what it was last year. More-sophisticated 
departments may also track procurement’s con-
tribution toward the bottom line, calculating how 
much it’s reduced the organization’s cost of goods 
sold or sales and general administrative expense.

In AP, the focus is traditionally on throughput: 
specifically, how many incoming invoices are  
processed for payment. The real measure of  
success here, however, is a minimal or non-
existent backlog of outstanding invoices. The 
more invoices stuck somewhere in the process-
ing queue, the more calls the AP team is likely to 
receive from its suppliers’ accounts receivable 
departments. With this basic hurdle passed, 
more-sophisticated departments look to metrics 
such as the number of invoices processed per 
employee, exception rates (such as the percent-
age of invoices with errors discovered), or even 
discount income generated by early payments.

These KPIs are quite different, and each depart-
ment pursues them separately. Let’s look at two 
common KPIs and explore how they might be 
improved.

 • Procurement – Annual negotiated savings: 
Negotiated savings are easier to track, since 
they are shown in your contracts, present on 
your purchase orders, and included on invoices. 
They are also more accurately described as 
potential savings. When they’re in a contract, 
they haven’t actually been used yet. To improve 
this KPI, we want to focus on realized savings. 
That means measuring when they are used in  
a purchase order and reflected on an invoice 
from the supplier that is paid by AP. At that 
point, the organization has proven the annual 
savings and overcome the potential speed 
bumps in the process that can lead to realized 
savings being lower than negotiated rates.

 • AP – Outstanding invoice volume (or aging 
report): As mentioned above, finding the 
number of outstanding invoices is relatively easy, 
which makes this a convenient KPI to use. It can 
be improved by factoring in the underlying 
reason for processing delays on those invoices. 
Combining this KPI with status information  
(for instance, AP is awaiting clarification from a 
supplier, input from the line-of-business buyer, 
receipt confirmation, or location of the purchase 
order) provides a more nuanced view and helps 
focus on improving areas that are within AP’s 
control. 

One of the reasons that organizations rely on 
easy-to-calculate metrics is that they don’t have 
access to the information necessary to use more-
complex and insightful measures. Many times, 
this can be traced back to the information resid-
ing in different systems. Thankfully, just like the 
KPIs themselves, this situation can be fixed.
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Defining Success: Different KPIs
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When looking at the systems that procurement 
and AP use each day, the important component 
for this discussion isn’t actually systems at all: it  
is the connection between them. Why does a  
supplier call the AP department – or have its pro-
curement contact call – to check payment status? 
Because it does not have an easy way to find  
processing and payment status itself. Why does 
AP need to call or e-mail the line-of-business user 
to confirm receipt or procurement to confirm  
pricing? Because there is no easy option to get 
accurate information on the under lying purchase 
order or contract independently.

This same difficulty is the reason why organiza-
tions rely on less-helpful metrics. Why can’t they 
judge procurement performance based on real-
ized savings? Because they do not have easy 
access to reporting to tie invoice line items back  
to purchase orders to confirm that the negotiated 
contract pricing and terms were honored. Why 
can’t AP vouch for 100% compliance on approved 
invoices? Because they don’t have easy access to 
all contracts, purchase orders, and receipts (or 
service acknowledgments) to be absolutely cer-
tain that the goods or services for which payment 
is requested were actually delivered. When the 
systems are separate, additional steps and efforts 
are needed to tie the two data sources together. In 
reality, this means it is difficult to complete and 
rarely, if ever, done.
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Trying to Get the Job Done: Different Systems

Top performers have 
2.2x as many invoices 
associated with 
contracts, catalogs, or 
business processes 
outstanding as their 
lower-performing peers 
(88.74% versus 39.88%).
Source: SAP Ariba Benchmarking
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We have discussed a lack of visibility between  
procurement and AP when it comes to traditional 
purchases. This can be challenging even when 
contracts and purchase orders exist, which isn’t 
always the case, of course. Invoices can arrive for 
purchases that don’t have associated purchase 
orders or contracts. There is also another area 
that most organizations don’t yet manage holisti-
cally: employee-initiated purchases reimbursed  
as expenses. The goal with this category of spend 

is to identify what was purchased and to know 
whether that type of good or service is covered by 
an existing contract. These are areas where the 
more information that can be tied together and 
the better the analytics available to examine that 
information, the better procurement and AP can 
perform together. An example of such information 
is level-three data from a card provider for line-
item expense details.
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Expanding Your Improvement Efforts

Top performers have 91% 
of their invoices exception-
free, as compared to 54% for 
their lower-performing peers.
Source: SAP Ariba Benchmarking
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There are many areas where you can look to 
determine how well aligned your procurement 
and AP processes are. We will focus on three  
of the biggest impact areas: making sure you’re 
not paying too much, maintaining positive  
supplier relationships, and supporting a strong 
supply chain. 

MAKING SURE YOU’RE NOT PAYING TOO MUCH
When AP can easily find pricing on an underlying 
purchase order or contract, it can readily identify 
when invoiced prices are higher than they should 
be. That is an immediate benefit. In organizations 
where there is a connection between purchase 
orders and invoices, we also see lower maverick 
spending (such as spend not governed by a  
contract or not done through a formal purchase 
order). Maverick spending, by definition, lacks 
controls to keep pricing down. It also compro-
mises your ability to earn volume-based dis-
counts or rebates by concentrating purchases 
with contracted vendors. Finally, even when you 
are able to negotiate prices, a strong connection 
between procurement and AP is necessary to 
eliminate lag time between negotiation of new 
pricing and actual use by purchasers. You may 
secure better pricing in May, but if the systems 
aren’t updated and synchronized, you may not 
actually see new savings until January. In all 
these cases, the organization can make sure it  
is not paying more than necessary and, in doing 
so, can solidify a stronger competitive position.

MAINTAINING POSITIVE SUPPLIER  
RELATIONSHIPS
Well-connected processes as discussed above are 
not just helpful for procurement and AP metrics; 
they can bring real benefits for the organization  
as a whole. To get the proper view of this, we ask a 
simple question: “What happens when payments 
are made on time?” First, you avoid supplier late 
fees. Second, when the time comes to negotiate 
the next contract, you are in a stronger position  
to secure competitive pricing. Otherwise, in the 
instances where larger suppliers hold more power 
in the relationship, they might decline to sell, 
impose additional terms, or deprioritize your 
orders. This makes sense, of course, as delayed 
payments can stress your suppliers’ cash flows 
and impose real costs for them – or filter down to 
their suppliers, and those suppliers’ suppliers all 
the way down through the supply network.

If your suppliers play an important role in your 
own innovation cycles, making timely payments 
is even more crucial. You can’t risk damaging a 
relationship with a supplier that pioneers new 
technology components included in your goods. 
It could be a production partner that helps to 
innovate more-efficient production processes.  
Or it could be a consultant that provides advice 
and guidance on your business transformation 
projects. In all of these cases, the advantages of 
strong source-to-pay processes can be felt much 
more widely, potentially benefiting the core busi-
ness as well.
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Judging the Impact: Why This Matters
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SUPPORTING A STRONG SUPPLY CHAIN
Beyond relationships, strong payment perfor-
mance can support the financial health of your 
suppliers. This could impact the longevity of  
a strategic supplier that could not be easily 
replaced. Losing such a supplier could mean that 
procurement needs to spend more time sourcing 
additional suppliers, drawing time away from 
other more-strategic sourcing projects. More  
and more, this also presents an opportunity for 
honoring your sustainable and purpose-driven 
enterprise commitments. With clear visibility to 
make timely payments, you can remain true to 
your commitment to suppliers that are small  
businesses or are minority-, women-, or veteran-
owned, and to those that have certified supply 
chains free of forced labor. Again, the benefits of 
efficient internal processes can be impactful far 
beyond the four walls of just one organization.
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Top performers have nearly  
8x the number of touchless 
invoices as their lower-performing 
peers (63% versus 8%).
Source: SAP Ariba Benchmarking
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The next generation of source-to-pay performance 
isn’t 50 years away. It is not a “moonshot.” The 
building blocks are already there, and new innova-
tions offer continual improvements. With this in 
mind, we’ll answer one more very simple question: 
“What does better look like?”

BETTER LOOKS LIKE ONE COLLABORATIVE 
PROCESS
Whether your contracts, purchase orders, 
invoices, and payments live in multiple systems 
or in a single system, the most important ele-
ment is that the information – more specifically, 
the data – associated with each of these docu-
ments is available centrally. Procurement will still 
do what it does every day: find suppliers, manage 
relationships, negotiate contracts, and evaluate 
performance. AP will still do what it does every 
day: process invoices, ensure financial compli-
ance, and pay suppliers. Nothing there needs to 
change. What does change is the level of effort 
required to complete those tasks and the level  
of performance possible to achieve.

BETTER MEANS CONNECTED
Negotiated contracts feed information to cata-
logs or can be used to populate new purchase 
orders. Suppliers can create invoices directly 
from purchase orders, or if they are created  
separately, they can be automatically compared 
and verified before invoices are delivered to AP. 
Goods receipts are stored and checked as well. 
Most transactions are received, evaluated, and 
approved without human intervention. AP staff 
focuses on only the exceptions that can’t be cor-
rected by suppliers or addressed by predefined 
rules. Everyone involved – procurement, AP, and 
suppliers – has a real-time view into processing 
status, with no phone calls or e-mails required.

BETTER MEANS ACCURATE
Forging connections between each step of  
the source-to-pay process means minimizing 
rekeying of information and maximizing your abil-
ity to have accurate information automatically 
included on all relevant documents. It also means 
having rules in place to screen incoming invoices, 
identify errors or deviations, and automatically 
request corrections before they ever reach your 
AP department. Direct connection with your 
underlying ERP or financial system yields the 
same benefits, helping eliminate rekeying and 
preserving the accuracy of these transactions all 
the way through final settlement and closing.
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Next-Generation Source-to-Pay Performance
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BETTER MEANS EFFICIENT
Less data entry. Fewer e-mails and phone calls. 
Managing only exceptions and automating the 
rest. Prevalidating invoices before your AP 
department ever sees them. Depending on  
your current environment, this could mean less 
overtime, fewer temporary workers to manage 
backlogs, the ability to handle growing business 
volumes without increasing headcount, or the 
ability to free up staff to focus on more value-
added tasks such as supplier enablement. Better 
simply means having more time because the  
current tasks are taking less.

BETTER MEANS HAVING OPTIONS
Not only does better mean having more time; it 
also means having more options. In the payments 
and working capital area, specifically, you have 
control. When processes are inefficient and you 
struggle simply to pay invoices on time, you have 
no real flexibility. When you are running well and 
have invoices approved and ready to pay 10, 20,  
or 30-plus days before they are due, you have 
options. Do you pay immediately, before maturity, 
to help support your suppliers’ financial health? 
Do you extend offers for discounted early payment 
so that both you and your suppliers recognize 
financial benefit? Before, you had no real choices. 
Now you do.
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Top performers process 
3.3x as many invoices 
per FTE as their lower-
performing peers  
(25,700 versus 7,800).
Source: SAP Ariba Benchmarking
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There is much to discuss when it comes to pro-
curement and AP. Although they may appear, at 
times, to be working in conflict, they share many 
of the same goals. Sometimes poor processes 
stand in the way. At other times, it is simply a  
by-product of using separate systems that can’t 
effectively communicate. What is clear, however, 
is that when done right, the results can be incred-
ibly beneficial to the organization as a whole.  
To provide a clear and simple view, the following 
table highlights the key benefits we expect to 
flow from making the move toward the next  
generation of source-to-pay performance.

ASSESSING YOUR IMPACT ON SUPPLIERS
Your source-to-pay operations impact your 
supply base, whether positively or negatively. We 
have discussed some potential impacts already. 
To truly understand the role that procurement 
and AP can play in the health of your suppliers 
(and their suppliers, their suppliers’ suppliers, 
and so forth), an illustration can be helpful. For 
this example, we will focus on a midsize building 
management supplier that handles multiple 
regional office locations for your company. It 
coordinates maintenance workers, hires and 
maintains security staff, and manages vendor 
relationships for landscaping, catering, and  
similar services using small providers located 
near each building. You pay a fixed fee based  
on a contract, though your AP department still 
requires a monthly invoice for processing. There 
is a variable piece of each invoice for services the 
management firm has secured on your behalf. 
Those local services are typically billed “pay on 
receipt,” though some do have 30-day terms.

Scenario 1: High-Performing Source-to-Pay 
Process
The building management company submits  
its monthly invoice online, containing both fixed 
and variable elements. AP has easy access to  
the related contract terms, and quickly verifies 
the fixed component. Supporting documentation 
is attached electronically for the variable items, 
which are easily verified. 
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A Straightforward View

The Benefits of Next-Generation Source-to-
Pay Processes

Procurement Accounts Payable (AP)

• Happier suppliers
• Better negotiating 

position
• Higher compliance 

rates
• Better spend analyt-

ics and reporting
• Greater savings

• Touchless invoice 
processing

• Fewer supplier  
payment inquiries

• Increased AP 
efficiency

• Better working  
capital management

Shared

• More-comprehensive visibility across source-
to-pay processes

• Improved productivity for both procurement 
and AP

• Collaborative achievement of common goals
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The invoice is received, reviewed, and approved 
for payment within two days, though it is not due 
for another 28. The building management firm  
is automatically offered an accelerated payment 
on day five in exchange for a 1% discount on the 
face value of the invoice. Because it is financially 
stable and can meet its current obligations, the 
supplier opts for full payment on the expected 
due date. It, in turn, pays its own suppliers on 
receipt or within their usual terms, as expected.
 
Scenario 2: Low-Performing Source-to-Pay 
Process
The building management company prints out  
its invoice and supporting documentation and 
sends it to your corporate office. It is received, 
sorted, and forwarded to the AP department five 
days later. The assigned AP clerk searches for the 
related contract, which was scanned and stored 
electronically but is not easily identified. The low-
quality scan is somewhat difficult to read, but the 
clerk is able to confirm the fixed-fee component 
from your agreement. For the variable items, the 
clerk makes a note to follow up with a category 
manager to see if the fees seem reasonable, based 
on similar services you have procured directly in 
the past.

One week later, the clerk has not heard back from 
the category manager. The clerk receives a call 
from the supplier but is not able to say when the 
invoice will be paid. The clerk has moved on to 
other invoices, and it sits unprocessed. Several 
weeks later, the supplier calls again. When check-
ing on the invoice, the clerk cannot find the sup-
porting documentation for variable charges, so 
they request that the supplier resubmit the invoice 
with full documentation. After resubmission, the 

invoice is approved for payment. After waiting for 
the biweekly check run, the supplier is ultimately 
paid 60 days after its invoice was first sent, and  
30 days beyond the original due date.

In the meantime, the supplier’s financial position 
has deteriorated. Regardless of whether the sup-
plier has been paid, local laws require it to make 
payroll disbursements on time. The supplier is 
receiving multiple calls from its own suppliers, 
looking to be paid for their services. To bridge  
the gap, your supplier accesses a limited line of 
credit with its bank. Because of the supplier’s 
small size, this line will cover only one month of 
expenses and comes with a 20% interest rate – 
leading to accumulating interest charges. 

By the time your first payment arrives, the next 
one is already due and is behind as well. The sup-
plier cannot increase its line of credit and begins 
missing payments to its suppliers. In the midst of 
a cash crunch, it is unable to meet payroll and 
needs to lay off staff. With fewer people available, 
it must turn away new opportunities, as it cannot 
take the risk of incurring new salary obligations 
without the guarantee that it will have incoming 
cash flows to cover them.

In most situations, a supplier’s difficulties are not 
attributable to a single customer. In economic 
downturns, this scenario is likely repeated across 
multiple customer relationships. What it does 
underscore, however, is how one well-functioning 
customer can help support its suppliers’ financial 
health and help it avoid the need to access costly 
working capital options. It can even serve as a 
mechanism for injecting affordable capital into 
the supplier’s operations. 
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MODELING THE BENEFITS FOR YOUR  
ORGANIZATION
Of course, suppliers are not the only ones that 
benefit from a high-performing source-to-pay pro-
cess. There are many benefits for your organiza-
tion as well. Using the example of a hypothetical 
US$1 billion consumer products company, here 
are some of the biggest.

AP Employee Productivity
As shown in the following table, based on our  
SAP Ariba Benchmarking statistics, we expect a 
$1 billion consumer products company to process 
approximately 130,000 invoices per year. If a  
low-performing organization processes 7,800 
invoices per full-time employee (FTE), it would 
need roughly 17 FTEs to handle this volume.  
At an average fully loaded cost of $62,000 per 
year, that is just more than $1 million in AP labor 
expense. Conversely, high-performing organiza-
tions process 25,700 invoices per employee, 
meaning that they would need only 5 FTEs to 
handle this volume at a cost of $310,000 per year.

This high rate of performance opens up three  
distinct opportunities: 

 • Redeploy 12 FTEs to other value-adding areas 
such as supplier onboarding and category 
management

 • Maintain headcount knowing that it can sup-
port roughly 436,900 invoices per year with  
the same staffing as today

 • Reduce staff and capture roughly $740,000  
of labor savings

The first two options have the best long-term 
benefits in a growth environment, while the last 
option provides short-term savings that may be 
eroded as you need to rehire to handle future 
growth.
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A Look at Processing Invoices

Low Performer High Performer

Revenue US$1 billion $1 billion

Number of invoices per year 130,000 130,000

Invoices per FTE 7,800 25,700

Number of FTEs required 17 5

Cost per FTE $62,000 $62,000

Total FTE cost $1,054,000 $310,000
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Discount Capture
For most companies, discount adoption (the  
percentage of spend for which there are pre-
negotiated discount terms) is low. In our bench-
marks, most organizations will have discount 
terms for roughly 10% of their procurement 
spend. As shown in the table below, in our  
$1 billion consumer products company – where 
we expect $640 million of spend – that is only 
$64 million. Worse still, poorly performing com-
panies capture only 25% of available discounts. 
That would provide a baseline of $208,000 of 
discount savings per year ($640 million spend x 
10% spend with discount terms x 25% spend 
with captured discounts x 1.3% face-value  
discount rate).

Efficient source-to-pay processes can help  
in multiple areas here. Most obviously, faster  
processing of invoices increases the likelihood 
that they will be approved within the discount 
term. Top-performing companies capture 82% of 
their available discounts, which in this case would 
raise discount savings up to $682,240. Freeing 
up your AP staff can also mean having more time 
to discuss and secure discount terms with your 
supply base – raising the amount of spend with 
prenegotiated discount terms. 

Additionally, for our $1 billion consumer products 
company, every 1% more spend with discount 
terms would yield $68,224 of additional savings 
($640 million total spend x 1% more discounted 
spend x 82% capture x 1.3% face-value discount 
rate). If one FTE can negotiate new discounts on 
1% of spend for the company, they would already 
yield savings greater than their salary.

Better Together: Strengthening Collaboration Between Procurement and Accounts Payable

15 / 17

A Look at Capturing Discounts

Low Performer High Performer

Revenue US$1 billion $1 billion

Total spend $640 million $640 million

Spend with discount terms $64 million (10%) $64 million (10%)

Spend with captured discounts $16 million (25%) $52.5 million (82%)

Average face-value discount
rate

1.3% 1.3%

Total discount savings $208,000 $682,240
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Sourcing, Purchase Order Processing, Auditing, and Beyond
There are many other areas where improved performance 
across the source-to-pay process can yield large financial 
benefits. While we will not examine each one in detail, here  
is a brief list of some potential benefit areas you can explore:
 • Spend under management: Managing spend simply 
means having more control by raising the amount of  
purchases executed against existing contracts, through 
catalogs, and accompanied by purchase or service orders. 
Those sorts of agreements help ensure that those pur-
chases receive favorable pricing, can be verified, and  
may even yield volume-based discounts or rebates based 
on purchase volume with a specific supplier. The more 
spend we bring under management, the more we expect 
to drive savings. 

 • Sourcing savings rate: Working hand in hand with spend 
under management, the sourcing savings rate captures 
how much you save on costs for goods and services  
procured through the sourcing process. This comes in  
the form of lower negotiated prices and fees. 

 • Procurement FTE efficiency: Just as AP can find efficiency 
savings when improving how it handles invoices, procure-
ment can drive efficiency savings when processing pur-
chase orders, contracts, and service orders as well. Many  
of the same factors also influence potential improvements: 
moving toward electronic transactions, having rules in place 
to identify and address errors, and facilitating intuitive  
communication to fix any issues that are discovered. As 
before, improving efficiency opens up the opportunity to 
reallocate resources, support growth at current staffing 
levels, or realize short-term labor savings.

 • Audit costs: Audits can be time-intensive, and time is 
money. Having ready access to data and documents, with 
clear links among contracts, purchase orders, invoices, 
and payments, can reduce this overhead. While not the 
first benefit we might think of when it comes to improving 
the source-to-pay process, reducing audit costs (and  
generally improving visibility across the process) is a  
tangible benefit.

Improve AP KPIs by 
factoring in the underlying 
reasons for processing 
delays on invoices.
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 • IT costs: As with audit costs, this may not  
be the first potential benefit that comes to  
mind. However, with centralized and integrated 
systems come lower implementation and  
maintenance costs. The number of different 
solutions – potentially from different providers – 
throughout your source-to-pay technology  
landscape can drive high levels of related costs 
to maintain and keep synchronized. Simplifying 
the landscape and selecting solutions with pre-
configured (or readily configurable) integrations 
can be another good source of value.

There are many more potential value levers  
to explore, depending on the scope of your  
particular interest. The detailed examples and 
summaries above are meant to introduce you to 
some of the opportunities that await in a source-
to-pay improvement project. A full, collaborative 
value assessment may uncover yet more.

LEARN MORE
While procurement and AP are on opposite 
ends of the source-to-pay process, that 
doesn’t mean they have to be far apart when it 
comes to their goals. Find out more about how 
you can bring them closer together by focusing 
on the same outcomes. Reach out to your  
SAP® Ariba® solutions representative or check 
us out online to see how you can optimize 
employee efforts, save money, support your 
key suppliers, and honor your commitments  
to sustainability and purpose.
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