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Introduction




wheels keep spinning.

Inefficient invoice processing — includ-
ing onboarding, payment and inter-
nal process issues — can bring those
metaphorical wheels to a halt, taking a
heavy toll on firms’ bottom lines. Many
AP departments still rely on manual, pa-
per-based invoicing systems, according
to a recent survey, with snail mail cited by
72.4 percent of AP professionals as the
most frequent way they receive invoices.
Even more shocking is that 43.8 percent

claimed they still receive invoices via fax.

Additional frictions can arise if compa-
nies pay suppliers using paper checks,
which take time to reach recipients and
often require additional resources to set-
tle once deposited. Such processes can
produce ripple effects for companies
and their partners, too. Late payments
hurt suppliers’ bottom lines and put them
on shaky financial footing as they wait

for funds to arrive or clear, and delays
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hen it comes down to brass tacks, doing business means being com-
pensated for services rendered. That's where firms’ accounts payable
(AP) professionals come in, springing into action to onboard clients

and suppliers, process invoices and ensure their companies’ payment

can also sour partnerships and damage

firms’ reputations.

To avoid these outcomes, AP profes-
sionals need systems in place to ensure
invoices are received and processed,
and that suppliers are paid on time with-
out details being overlooked. Automat-
ed solutions can help alleviate these
AP headaches, though, and PYMNTS'
analysis found that a lack of such prod-
ucts is one of the biggest frictions affect-
ing onboarding and invoice receipt.

Digital AP solutions can streamline in-
voice processing by replacing paper with
more straightforward, error-free meth-
ods of collecting invoice data. Related
departments can use them to transform
from cost centers into revenue centers,
utilizing the potential of electronic pay-
ments and ensuring the capture of early
payment discounts.
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B Introduction

Some businesses realize that AP innova-
tions are important to keeping their orga-
nizations running smoothly. Those that
are most interested in them have typical-
ly already taken steps to automate their
onboarding, invoice receipt and payment
processes, according to our research. On
average, 71.1 percent of the firms that
reported having “very” or “extremely” ef-
ficient AP processes expressed the most

interest in pursuing innovations.

AP advances do not appear to be top pri-
orities compared to other corporate inno-
vations, however. Many companies are
focused on public-facing improvements,
or concerned about the time or costs in-
volved, but AP innovations largely appear
to be afterthoughts. This could potential-
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ly leave many firms’ related practices in
limbo, and could eventually lead to prob-

lems with supplier payments.

The Payables Friction Index: Barriers to
Invoice Automation edition, a PYMNTS
and Corcentric collaboration, aims to
quantify AP friction-associated process-
es. Our team surveyed executives at
2,570 firms to examine their AP process-
es, seeking to offer a deeper understand-
ing of the payments issues with which
these professionals deal on a daily basis
and how automation can help alleviate
them. It also aims to provide a profile of
those most likely to embrace automation,
and why these AP-based innovations of-
ten get sidelined by competing priorities.
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These are the key findings we uncovered during our research:
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Surveyed firms’ average index score was 57.3 out of 100, but varied
considerably according to annual revenues.

Scores are based on companies’ performances in five key AP business opera-
tion areas — onboarding, receipt, approval, payment and “overall,” which refers
to the number of people involved in the process — and are graded on a scale of
0 to 100. Top-performing firms earned an average of 74.3. Middle performers,
at 57.4, were on par with the sample average, while those at the bottom scored
just 36.5. Surveyed companies performed best in the overall category with a
score of 79, but their lower scores in other categories dragged down overall
performance. They earned just 29.5 in offering discount terms and 32.2 in us-
ing artificial intelligence (Al), for example.

A chicken-or-the-egg situation arises when pursuing invoice innova-
tions.

Our research found that 71.1 percent of firms that already had “very” or “ex-
tremely” efficient AP processes in place were interested in innovation, as were
only 32.5 percent of those with less-efficient AP operations. In other words, it
appears companies are more likely to become interested in innovations after
they have developed efficient AP invoice processing operations. Those with
less-efficient operations are not as likely to see innovations as top priorities,
largely because their organizations have not yet hammered out processes that
work for them.
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Firms tend to pay suppliers using the methods with which they are
most familiar.

Companies use a wide range of payment options to make their payments, with
many using more than one. As much as 80.8 percent still use paper checks to
pay their invoices, according to our findings, while 63.8 percent use ACH, 48.2
percent use credit cards, 45.2 percent pay in cash and 19.2 percent use debit
cards. That payment methods are widely used does not mean firms are sat-
isfied with them, though. Just 51.3 percent of survey respondents indicated
that they were satisfied with making payments via checks, which could indi-
cate that most firms are accustomed to doing so but would prefer alternative
options.

Most invoices are approved in under a week, but the process takes
longer as more people become involved.

On average, 42.3 percent of invoices are approved between a day and one
week. This is the same time it takes for 38.2 percent of recurring payments
and 39.1 percent of smaller ones, both of which are more likely to be approved
within a single day than other payment types. The number of people involved
often adds to the time required to process invoices, however. PYMNTS found
that the process can take a week or longer to complete when five or more peo-
ple are needed for approval. Such instances are rare, however, as just 10.8 per-
cent of payments require more than five people to process invoice approvals.

Many firms see electronic invoices (elnvoices) as potential AP
friction solutions.

Those that invest in them do so because these solutions are fast, reduce the
need for manual review and, most importantly, minimize the personnel needed
to approve invoices before they are paid. In fact, 35.5 percent of firms reported
they would implement elnvoicing to reduce the manual tasks involved in pro-
cessing.
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FIGURE 1:

How top, middle and bottom performers stack up
Top, middle and bottom 100 businesses’ average
index scores

Total sample
57.3 I

Top 100
74.3 I

Middle 100
57.4 I

Bottom 100
36.5 I

The average

iNndex score of

the sample’s top
100 merchants was

/4.5

— well above
the overall average.

© 2019 PYMNTS.com All Rights Reserved

he Payables Friction Index
score quantifies the issues
businesses experience in
processing supplier pay-
ments. Our team considered several fac-
tors when calculating each company’s
index score, including the onboarding
steps involved in collecting suppliers'
data, negotiating terms or relevant dis-
counts, automation levels, receipt and
approval processing, payment times and
the number of professionals in their pro-

Cesses.

The average index score among our
survey's firms was 57.3 out of 100, and
scores varied widely between the 100
top-, middle- and bottom-performing
companies. Top performers earned an
average score of 74.3, middle perform-
ers were largely on par at 57.4 and bot-
tom performers eared an average of just
36.5.

Firms are more likely to fall into the mid-
dle and upper-middle index score rang-
es, according to our research, with the
highest share (29.3 percent) earning
between 50 and 60 points and the sec-
ond-highest (27.4 percent) in the 60-to-
70-point range. A total of 29 percent fell
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of all merchants
reported index scores
ranging from

50 to 60.

FIGURE 2:

How top, middle and bottom performers stack up
Share of firms that earned select index score ranges

30%

into the lower brackets, which negatively

influenced the final average.

Scores are based on how firms perform
across five key AP operation categories
— onboarding, receipt, approval, payment
and overall — as well as several subcate-
gories. Most performed well in “overall,” or
the number of people involved in the AP
process, delivering an average score of 79
points. They had room for improvement
in subcategories like the number of meth-
ods used (25.1 points), discount terms
during onboarding (29.5) and Al usage
(32.2), however.

29.3%
27.4%

21.1%
20%
14.0%
10%
6.3%
0.0% 0.1% 1.5% 0.2% 0.0%
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B Understanding the Payables Friction Index

FIGURE 3:

How index scores vary
Firms’ average index scores, by volumes processed
per month

More than 20,000
61.8 I

5,001 to 20,000
55.1 I

2,000 to 5,000
52.3 I

Firms’ average index scores, by annual revenues

$500M or greater
54.2 I

$100M-$500M
62.1 I

$10M-$100M
54.9 I

Under $10M
55.7 I
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We noticed an interesting trend when we
divided our sample based on monthly in-
voice processing volumes: The more in-
voices processed per month, the higher
the firm’'s average index score. Those that
processed 20,000 or more earned an av-
erage of 61.8 points, firms with between
5,007 and 20,000 invoices accrued 55.1
and those that processed between 2,000
and 5,000 earned an average of 52.3.

This is likely because the firms that re-
ceive the greatest volumes of invoices
often have more established operations
that deliver greater efficiencies. It ap-
pears that higher invoice volumes pres-
sure firms to find efficient solutions on
their own before they can adopt auto-
mated processes to assist with such ac-

tivities.
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FIGURE 4:

Different payment methods’ popularity
Share of firms that used select methods to pay their
suppliers

Checks
80.8% I

ACH
63.8% I

Credit cards
48.2% I

Cash
45.2% I

Debit cards
19.2% I

Same-day ACH
13.0% -

ePayables with virtual cards
11.4% I

Digital wallets
11.1% -

Cryptocurrency
8.1%

P firms appear to have
grown accustomed to
certain supplier payment
methods. This

paper checks, the age-old staple of busi-

includes

ness-to-business (B2B) payments, yet
these professionals may be willing to
consider other options if overall satisfac-
tion rates are any indication. PYMNTS
found that 80.8 percent of firms still use
paper checks to pay their invoices, and
that they are far more likely to be used
for at least one payment than are ACH,
credit cards, cash, debit cards and other

alternatives.

Paper checks may be the most com-
monly used, and are certainly familiar
hallmarks of the AP profession, but AP
professionals are losing their patience
with the payment method. Of the firms in

ONLY 51.3% Gtsfaction witr

paper checks as a payment method, even
though 80.8 percent use them to pay invoices.
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B The AP satisfaction gap

FIGURE 5:

Measuring firms’ satisfaction with various payment
methods

Share that reported being “very” or “extremely”
satisfied, by method

Checks
51.3% I

ACH
48.8% I

Credit cards
33.5% I

Cash
29.9% I

Debit cards
14.0% N

Same-day ACH
10.8% I

Digital wallets
8.2% Il

ePayables with virtual cards
7.9% I

Cryptocurrency
3.9% M

our study, 51.3 percent expressed satis-
faction with using paper checks — a rate
considerably lower than the 80.8 percent
that use them — indicating that profes-
sionals have a roughly 30-point satisfac-
tion gap in their paper check usage.

In short, AP professionals are sticking
with the methods they have — especially
paper checks — though they are general-
ly not satisfied with them. The question,

then, is why?

© 2019 PYMNTS.com All Rights Reserved
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irms are not always satisfied
with their invoicing process-
es, and many have expressed
dissatisfaction with legacy
AP practices. This is often true even for
those that believe their current systems
are already efficient. This makes sense
when we consider that paper checks,
which take a long time to process and

send, are still the status quo.

Because most firms still use them, it
does not take much to make improve-
ments here. The inefficiencies involved

TABLE 1:
Time to approve invoices

in these paper-based, manual processes
are often exacerbated by the number of
people involved, and more people typ-
ically equate to longer processes. On
average, 42.3 percent of invoices are
approved in between a day and a week.
One-time, recurring, small and large pay-
ments are all more likely to be processed
within a week than any other time frame.

Unsurprisingly, the more people involved
in the approval process, the longer it
takes. An average of nearly 45 percent of

invoices take a week or longer to process

Length of time required to process payments, by payment type

AVERAGE

&)

&) (3 (&

One-time Recurring Small Large

payments payments payments payments
One day 29.4% 25.9% 35.6% 37.7% 19.4%
Less than one week 42.3% 38.7% 38.2% 39.1% 51.0%
One week 18.2% 25.4% 16.6% 14.2% 17.6%
Two weeks 6.6% 6.4% 6.5% 5.8% 7.6%
One month 2.9% 3.0% 2.4% 2.6% 3.5%
More than one month 0.7% 0.6% 0.6% 0.7% 0.8%

© 2019 PYMNTS.com All Rights Reserved
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TABLE 2:

How the number of AP professionals affects processing approval time
Length of invoice processing time, by number of people required

NUMBER OF PEOPLE REQUIRED

5+ 3-5 2 1 0
(N=335) (N=926) (N=1,041) (N=746) (N=68)
One day 26.9% 19.2% 26.7% 45.8% 39.7%
Less than one week 28.4% 42.9% 50.0% 38.3% 26.5%
One week 251% 22.6% 17.0% 12.3% 5.9%
Two weeks 9.6% 10.9% 4.6% 1.3% 22.1%
One month 8.4% 3.7% 1.2% 1.9% 4.4%

More than one month 1.8%

0.8% 0.5% 0.3% 1.5%

when five or more are required to approve,
for example, while 55.3 percent are ap-
proved within one day to less than a week.
When three to five people are involved,
however, the rate of invoices approved
in a week or longer falls to 37.9 percent,
while 62.1 percent are approved between
one day and less than a week. Interest-
ingly, invoices requiring vice presidents’
or directors’ approvals can also mean the

process takes longer.
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Based on these findings, it appears AP
departments may suffer from a "too
many cooks” problem that adds friction
to invoice payments. The fewer people in-
volved, the faster said payments can be
approved. The key to improving process-
ing speeds could thus lie in automated
solutions that reduce the people, physi-
cal paperwork and manual processes in-
volved. elnvoices are already being used

to ease these frictions.

May 2019 |18



elnvoices:
SOMNG e
& A Triction prodiem.

e O e © = . - @
A THTEAS IO

2




FIGURE 6:

Firms’ AP innovation priorities
Share that said they would like to implement select
AP innovations

Electronic invoicing
46.4% I

Automatic order matching
35.8% I

ePayables with virtual cards
22.9% I

Email invoices
21.2% I

Al systems
20.1%

New invoice management software
19.4% I

Optical character recognition (OCR)
16.7% I

Don't need tech, but want to improve internal processes
7.6% I

Other
0.0%
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Invoices could be solutions
for firms dissatisfled with
their current AP processes,
as invoice data is electron-
ically exchanged between buyers and
sellers and automatically processed with
the product. Solutions are already being
put to use, as 42.6 percent of all firms
said they receive elnvoices and 74.5 per-

cent used them for processing.

Firms are largely interested in innova-
tions that improve AP operations, but
related time and costs could prove to
be significant adoption barriers. Smaller
firms, which tend to have fewer resourc-
es and be hesitant to invest in innova-
tions, are the most likely to put off adop-
tion for these reasons. These concerns
could trap such firms in a state of limbo
until they are ready to list AP solutions

among their top innovation goals.

Many firms see elnvoicing solution adop-
tion as an opportunity to improve their
AP operations. As much as 46.4 percent
considered implementation a top inno-
vation priority, ahead of automatic order
matching, ePayables with virtual cards
and other innovations.
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of all invoice types
took between
one day and one
week to approve.

FIGURE 7:

Why firms want to implement elnvoices
Share that cited select reasons for wanting to
implement elnvoices

Reduce manual processing
35.5% I

Reduce number of people involved
34.2% I

Reduce time required
32.9% I

Make process more convenient
23.1% I

Reduce payment errors
17.8% I

Improve system flexibility
16.7% I

Reduce overall costs
12.9% I

Other
0.1% |
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Firms see elnvoicing as a way to stream-
line AP operations by removing manu-
al process frictions. The highest share
(35.5 percent) would implement them to
reduce manual processing, 34.2 percent
would do so to minimize the number of
people required and 32.9 percent want-
ed to reduce the time involved in AP pro-

cessing.

Automation promises to achieve many
of these goals, but firms do not appear
to view it as a silver bullet. Instead,
many seem to want to embrace it only
after they have already developed and
established smooth AP operations. Dig-
itization — particularly elnvoices — is a
compelling solution to the friction-laden
AP status quo, but often an afterthought.
As such, competing priorities can quickly
become top innovation barriers.

Just 14.3 percent of firms choose not to
pursue new solutions because they have
other priorities they feel warrant greater
investment, like public-facing innova-
tions. Only 11.6 percent say their current
systems work well for them, indicating
interest in introducing AP innovations
that will lead to more seamless opera-
tions.
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B clnvoices: Solving the AP friction problem

FIGURE 8:

Firms’ largest AP innovation deterrents
Share that cited select factors as deterrents to further
AP innovation

Other priorities are more important
14.3% .

Current system works well for us
11.6% .

Innovations will take too long
11.5% I

NS
'
Changing is too expensive N
9.1% M. e
~
.\
Improvements require other system changes N
9.0% . W™
N
Costs to improve system are too high
6.0% Il
Worry changes will make system worse
51% I
Not enough attention from management
3.6% H
Other
12% 1

Companies are also deterred by cost and
the time required to make AP innova-
tions. We found that 11.5 percent of sur-
veyed firms were concerned about how
long it would take to make innovations,
while 9.7 percent feared that the change
would be too expensive.
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FIGURE 9:

Firms’ interest in implementing AP innovations
Share that expressed interest in AP innovation, by
self-reported efficiency

Average
71.1% I
32.5%

Invoice payment
66.0% I
34.1%

Invoice approval
73.4% I
30.9%

Invoice receipt

74.6% I
32.2%

B Very or extremely efficient
Slightly or not at all efficient

576

of firms said

other priorities

are more important
than AP-focused
INNovations.
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ost AP professionals
agree that automation

would be a welcome

asset that helps their
departments quickly process invoices
and issue supplier payments. In other
words, automation-focused innovations
would help them more efficiently do their
jobs.

A closer look at the data reveals a par-
adox, however: The firms most willing
to embrace solutions to enhance opera-
tions already boast smooth operations.
This indicates that businesses likely see
innovation as a way to assist with exist-
ing processing operations, not as a first
step in making AP more efficient. In fact,
most respondents said their AP opera-
tions were already in strong shape, with
an average of 71.1 percent having “very”
or “extremely” efficient AP processes in
place.

While firms with strong processing ca-
pabilities are eager to embrace innova-
tions, 32.5 percent of those that reported
“slightly” or “not at all” efficient process-
es said the same. A similar pattern can
be seen among those with strong in-
voice receipt operations, as /4.6 percent
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FIGURE 10:

Firms’ interest in AP innovations
Share that reported interest in AP innovations, by
level of interest

Extremely interested
27.0%
25.3% I
27.5%
28.2%

Very interested
29.1%
30.0%
28.3% I——
29.1%

Somewhat interested
23.8%
24.1% I
24.1% I
23.2%

Slightly interested
11.6%

12.1% —
11.1% —
11.6%

Not at all interested
8.5%
8.5% I
9.0% .
7.9%

Average
B Invoice payment
M Invoice approval
Invoice receipt
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reporting “very” or “extremely” efficient
ones are interested in innovation. Among
the entire sample, this rate falls to 57.3
percent that are "very" or "extremely" in-
terested in innovation.

It therefore appears that firms face
chicken-or-the-egg quandaries when in-
novating their AP operations. Those that
are most interested in embracing innova-
tions have already developed and imple-
mented efficient operations, and auto-
mated solutions are needed to enhance
their efficiencies. Firms with inefficient
operations appear less enthusiastic
about the innovations designed to deliv-
er the efficiencies they need, however.

This is the paradox of AP-focused inno-
vations. Solutions like automation and
optical character recognition (OCR) aim
to improve invoice-related responsibili-
ties, but firms are more likely to want to
create their own efficient systems before
turning to innovation. In other words, in-
novation is viewed only as an enhance-

ment to AP operations.
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FIGURE 11:
Sample efficiency

How firms’ incomes determine levels of efficiency,

by annual revenue

S500M or greater
53.2%

58.3% I
47.9% I—
53.3%

$100M-$500M
77.4%

80.3% |
75.7% ———

76.3%

$10M-$100M
55.2%
62.2% I
53.5% I
49.8%

Under $10M
50.3%

56.6%
46.8% I——
47.4%

Average
B Invoice payment
M Invoice approval

Invoice receipt
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ome firms appear to be
farther ahead on both the
efficiency and innovation
curves than their counter-
parts. The following Deep Dive explores
how a particular revenue bloc is leading

the innovation charge.

According to PYMNTS' research, those
that generate between $S100 million and
$500 million in annual revenues are dis-
proportionally ahead of other sample
companies. On average, /7.4 percent
of these firms are are highly efficient in
invoice-specific tasks, and 72.3 percent
are interested in innovation.

Sample companies earning $100 million
to $500 million are considerably more
likely to demonstrate efficiencies in in-
voice-related tasks, including payments,
approval and receipt. Firms in this brack-
et are ahead of others in processing op-
eration efficiency, too, with 80.3 percent
saying they have “very” or “extremely”
efficient invoice payments. That equates
to 18.1 points between the next group,
which earns $10 million to $100 mil-
lion and sees 62.2 percent reporting the

Same.
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FIGURE 12:

Innovation interest
Firms' interest in adopting invoice-related
innovations, by annual revenue

S500M or greater
48.5%

47.1%
47.9% I—
50.4%

$100M-$500M
72.3%

69.7% I
72.6% I——

74.6%

$10M-$100M
49.8%
49.8% I
50.9% I
48.7%

Under $10M
44.1%

46.2% I
40.5% —
45.7%

Average
B Invoice payment
M Invoice approval

Invoice receipt
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Existing efficiencies are not the only area
in which these firms are leading, though.
They are also considerably more inter-
ested in innovations than other brackets.
On average, 72.3 percent are interested,
but fewer than half of all other firms said

the same thing.

Based on these insights, it appears many
firms view AP innovation as something
to pursue after they have established
their own invoice processing efficiencies.
The more successful a company is at im-
plementing invoice efficiencies, the more
likely it is to pursue innovations that can
help support those efficiencies. Firms in
the $100 million-to-S500 million bracket
appear to be leading the competition on
both fronts.

A company's size likely plays a role in its
innovation interest. More than 20 per-
cent of smaller firms earning below $10
million per year reported other priorities
that dissuaded them from AP innova-
tions. They were also more likely to be
satisfied with their existing systems, and
to be deterred by the cost and time re-
quired to implement innovations.
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Volume is also key to why firms in the $100 million to $500 million income range are
ahead of their competition: Their high number of invoices means they can no longer rely
on manual processes. In fact, 50.7 percent of those that process more than 20,000 per
month are in this income bracket — a higher share than seen in any other group.

These firms are also much more likely to embrace OCR, elnvoice solutions and other AP

innovations that streamline the process. According to our survey, 72.9 percent of those

TABLE 3:

Annual revenue breakdown
Innovation deterrents and invoice volume correlations with revenue

ANNUAL REVENUE

$500M or greater ~ $100M-$500M  $10M-$100M Under $10M

FACTORS DETERRING FIRMS FROM INNOVATION EFFORTS

Other priorities are more important 12.0% 5.4% 22.2% 23.1%
Current system already works well 16.1% 4.6% 13.5% 16.8%
Innovations will take too long 8.3% 6.6% 17.1% 17.3%
Changing is too expensive 1.2% 4.6% 10.2% 13.9%
Improvements require other system changes 9.9% 4.6% 12.7% 1.0%
Costs to improve system are too high 8.3% 2.9% 8.4% 52%
Worry changes will make system worse 3.7% 2.6% 7.3% 8.7%
Not enough attention from management 4.5% 2.6% 4.4% 2.9%
Other 2.5% 0.6% 0.4% 1.7%

INVOICE VOLUME

More than 20,000 29.6% 50.7% 14.4% 5.3%
5,001 to 20,000 20.2% 252% 36.2% 18.4%
2,000 to 5,000 16.0% 14.9% 35.1% 34.0%

© 2019 PYMNTS.com All Rights Reserved
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earning $100 million to $500 million in

revenue use OCR to process their invoic-

es — a usage rate considerably higher O
than that of other groups — while 85.1 O
percent report being more likely to em- '

brace elnvoices. Interest in the latter is Q]C ﬂrmg that Process

also high among companies in the other more than 20 000
revenue ranges, but that in Al appears to . . ’

invoices per month

earn between

$100M and $500M.

be lagging.

In other words, the more successful the
firm, the more likely it is to shift away
from manual processes. Those in the
$100 million to $500 million range are

much more likely to require invoice-relat-

FIGURE 13: . . .
How firms process invoices ed work than companies with lower in-
Solutions to assist firms with invoice processing, by comes. for examp|e and to realize that

annual revenue

automation-based solutions can help

elnvoices

71.1% maintain their income threshold.

85.1%
5% , .

982% A firm’'s growth appears to be directly re-
Optical character recognition lated to its interest in innovation, based

38.4% ,

72.9% I — on our findings, and those that have

42.9% . . ,

37 0% crossed into $100 million-to-$500 mil-
Artificial intelligence lion in earnings are in expansion mode.

33.1% —

24.3% I— They now understand that manual tasks

37.8% . .

38.2% are no longer suitable for their current

invoice volumes, and that solutions like
B $500M or greater

M $100M-$500M
$10M-$100M
Under $10M future.

OCR and elnvoicing will be needed to en-
sure smooth invoice processing in the
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nefficient AP processes include more than just paper-

work and processing headaches: They can cause harm

to firms’ reputations if too many issues develop, and

payment delays could hurt suppliers’ bottom lines or
sour business partnerships.

Minimizing invoice process steps is among firms’ top priori-
ties, however. Automation can ease many of these frictions
— including reducing manual tasks and the number of people
required to approve each invoice — but firms are more likely
to see innovation as supplementary to their current efficien-

cies rather than a radical operations change.

This means many will first focus on establishing how they
want their AP operations to run before turning to innovation
to automate such procedures. Smaller firms will be particu-
larly wary of investing in changes that may require time and
financial resources to implement, and will want to focus on
creating smooth AP processes before seeking innovations

that enhance them.




- C | ON Il Methodology

he Payables Friction Index was designed to gauge the frictions associated
with account payables processes and assess how businesses can make
invoice processing smoother and faster. The index measures friction on a

scale of 0 to 100, with lower scores denoting higher degrees of payments
friction and higher scores indicating more seamless accounts payable processes.

The index is based on our survey of executives at 2,570 firms. We asked them questions
related to three accounts payable stages: invoice receipt, invoice approval and invoice
payment. A total of 1,253 responses were disqualified, and 245 of the remaining 1,317
responses were partially completed. This left us with 1,072 completed responses.

About 70.2 percent of our survey respondents worked in accounting, and 62.9 percent
worked in accounts payable. About 26.4 percent of qualified respondents worked for
firms that generate between $100 million and $250 million in revenue annually. Overall,
31.4 percent worked for firms that receive more than 50,000 invoices monthly, while an-
other 25.2 percent processed between 2,000 to 5,000 invoices per month.
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PYMNTS.com is where the best minds and the best content meet
on the web to learn about “What's Next” in payments and com-
merce. Our interactive platform is reinventing the way companies
in payments share relevant information about the initiatives that
make news and shape the future of this dynamic sector. Our data
and analytics team includes economists, data scientists and indus-
try analysts who work with companies to measure and quantify the
innovations at the cutting edge of this new world.

Corcentric is a leading provider of procurement and finance solu-
tions that transform how companies purchase, pay and get paid.
Corcentric's procurement, accounts payable and accounts receiv-
able solutions empower companies to spend smarter, optimize
cash flows and drive profitability. Corcentric was named a 2019
50 Providers to Know" by Spend Matters and a leader in IDC Mar-
ketScape: Worldwide SaaS and Cloud-E
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DISCLANIE

The Payables Friction Index may be updated periodically. While reasonable efforts are made to keep the content accurate
and up-to-date, PYMNTS.COM: MAKES NO REPRESENTATIONS OR WARRANTIES OF ANY KIND, EXPRESS OR IMPLIED,
REGARDING THE CORRECTNESS, ACCURACY, COMPLETENESS, ADEQUACY, OR RELIABILITY OF OR THE USE OF OR
RESULTS THAT MAY BE GENERATED FROM THE USE OF THE INFORMATION OR THAT THE CONTENT WILL SATISFY
YOUR REQUIREMENTS OR EXPECTATIONS. THE CONTENT IS PROVIDED “AS IS” AND ON AN “AS AVAILABLE" BASIS.
YOU EXPRESSLY AGREE THAT YOUR USE OF THE CONTENT IS AT YOUR SOLE RISK. PYMNTS.COM SHALL HAVE NO
LIABILITY FOR ANY INTERRUPTIONS IN THE CONTENT THAT IS PROVIDED AND DISCLAIMS ALL WARRANTIES WITH
REGARD TO THE CONTENT, INCLUDING THE IMPLIED WARRANTIES OF MERCHANTABILITY AND FITNESS FOR A PAR-
TICULAR PURPOSE, AND NON-INFRINGEMENT AND TITLE. SOME JURISDICTIONS DO NOT ALLOW THE EXCLUSION
OF CERTAIN WARRANTIES, AND, IN SUCH CASES, THE STATED EXCLUSIONS DO NOT APPLY. PYMNTS.COM RESERVES
THE RIGHT AND SHOULD NOT BE LIABLE SHOULD IT EXERCISE ITS RIGHT TO MODIFY, INTERRUPT, OR DISCONTINUE
THE AVAILABILITY OF THE CONTENT OR ANY COMPONENT OF IT WITH OR WITHOUT NOTICE.

PYMNTS.COM SHALL NOT BE LIABLE FOR ANY DAMAGES WHATSOEVER, AND, IN PARTICULAR, SHALL NOT BE LIABLE
FOR ANY SPECIAL, INDIRECT, CONSEQUENTIAL, OR INCIDENTAL DAMAGES, OR DAMAGES FOR LOST PROFITS, LOSS
OF REVENUE, OR LOSS OF USE, ARISING OUT OF OR RELATED TO THE CONTENT, WHETHER SUCH DAMAGES ARISE
IN CONTRACT, NEGLIGENCE, TORT, UNDER STATUTE, IN EQUITY, AT LAW, OR OTHERWISE, EVEN IF PYMNTS.COM HAS
BEEN ADVISED OF THE POSSIBILITY OF SUCH DAMAGES.

SOME JURISDICTIONS DO NOT ALLOW FOR THE LIMITATION OR EXCLUSION OF LIABILITY FOR INCIDENTAL OR
CONSEQUENTIAL DAMAGES, AND IN SUCH CASES SOME OF THE ABOVE LIMITATIONS DO NOT APPLY. THE ABOVE
DISCLAIMERS AND LIMITATIONS ARE PROVIDED BY PYMNTS.COM AND ITS PARENTS, AFFILIATED AND RELATED
COMPANIES, CONTRACTORS, AND SPONSORS, AND EACH OF ITS RESPECTIVE DIRECTORS, OFFICERS, MEMBERS,
EMPLOYEES, AGENTS, CONTENT COMPONENT PROVIDERS, LICENSORS, AND ADVISERS.

Components of the content original to and the compilation produced by PYMNTS.COM is the property of PYMNTS.COM

and cannot be reproduced without its prior written permission.

You agree to indemnify and hold harmless, PYMNTS.COM, its parents, affiliated and related companies, contractors and

sponsors, and each of its respective directors, officers, members, employees, agents, content component providers,
licensors, and advisers, from and against any and all claims, actions, demands, liabilities, costs, and expenses, including,
without limitation, reasonable attorneys’ fees, resulting from your breach of any provision of this Agreement, your access
to or use of the content provided to you, the PYMNTS.COM services, or any third party’s rights, including, but not limited
to, copyright, patent, other proprietary rights, and defamation law. You agree to cooperate fully with PYMNTS.COM in
developing and asserting any available defenses in connection with a claim subject to indemnification by you under this

Agreement.
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