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About this eBook

Over the past decade, Ardent Partners has conducted more Accounts
Payable (AP) market research studies than any other firm or consultancy
in the industry. In that time, Ardent has benchmarked thousands of
distinct mid-market enterprises (defined as those having annual revenues
between $50mm - $500mm) across all phases of its proprietary ePayables
framework - Receipt, Process, and Pay. Ardent Partners’” AP Pulse on the
Mid-Market in 2022 eBook draws on data from the marketplace, curated
by Ardent Partners’ market-leading research team, and is a compilation of
knowledge and benchmarks needed by mid-market enterprises (“MME™)
to gain key insights into accounts payable operations including the top
priorities and challenges facing AP today.
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AP’s Impact in the
Mid-Market

Paper and manual invoice processing remain a problem for many mid-
market enterprises. Not surprisingly, nearly 70% have prioritized AP
automation in 2022. The result of this attention was a 48% increase (since
last year) in appreciation for AP’s value to the overall enterprise. Sixty-
eight percent of mid-market enterprises now view AP as “exceptionally
or very valuable” and recognize the critical part it serves as an operation
supporting enterprise objectives and as a “hub” of intelligence.

687%

of Executives Say AP is
“Exceptionally Valuable”
or “Very Valuable”
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AP’s Top Priorities
for 2022

Paper and manual invoice processing remain a problem for many mid-
market enterprises and it is not surprising that nearly 70% of mid-market
AP organizations. Two of the top priorities (“Implementing AP automation
and Eliminating paper invoicing and reducing manual tasks™) focus on
addressing these areas. The other top priority of mid-market enterprises
is improving overall reporting and analytics which is needed to satisfy the
increasing organizational demands for operational data and strategic
intelligence.

AP’s Top Priorities:

Improve AP reporting Eliminate paper
and data analytics invoicing and reduce
manual tasks
Implement AP
automation
Ardent Partners e © Ardent Partners 2022
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Top Payment Priorities
for 2022

Cash is the lifeline of every organization. The link between B2B payments
and overall cash management has never been more appreciated than
during the COVID-19 pandemic. Increased focus on cash during recent
times of uncertainty has led to more mid-market organizations exploring
B2B payment solutions as a means to reduce costs, improve efficiency,
and gain better control.

- Top B2B Payment Priorities:

|
o .
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PAYMENT PN
IMPROVE B2B 2/
PAYMENT
REPORTING AND
DATA ANALYTICS E
IMPLEMENT B2B
PAYMENTS
AUTOMATION ELIMINATE PAPER
CHECK PAYMENTS
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Top AP Challenge:
Invoice Exceptions

The most commonly reported challenge facing mid-market AP teams is
invoice exceptions (51%), which can create severe bottlenecks in the AP
process and greatly diminish overall productivity and inhibit AP staff from
attacking more strategic activities. Invoice exceptions are also a primary
cause of higher processing costs and lengthy approval times. Exceptions
can be eliminated by leveraging ePayable solutions that ensure all required
data, in the proper format and fields, is included on an invoice before it is
routed around for approval.

ERROR

INVOICE EXCEPTIONS

5 17 |dentify Invoice Exceptions
O asa Top Challenge
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Top AP Challenge:
High Invoice
Processing Costs

Invoice processing costs remain a persistent problem for many mid-
market organizations. The expense of manually processing paper can be
significant because the completion of each step in a manual environment
can be both time consuming and highly tactical. Ardent’s research has
shown that automating the invoice receipt and approval process can
reduce these costs by up to 80%.

347

Report High Invoice
Processing Costs as
a Top Challenge
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Top AP Challenge:
Lack of Visibility Into
Invoice and Payment Data

Accurate and timely access to invoice and payment
data is critical to all organizations, but even more
so to mid-market enterprises that very often rely on
cash flow from operations to remain solvent as well as
fund growth. Lacking visibility in these areas makes it
difficult to get a clear picture of current and future
liabilities. Automating the receipt, processing, and
payment of invoices will enable AP to get a clear picture
of current and future liabilities and take a data-driven
approach to better understand, manage,

and improve organizational spend.

31%
Say that Lack of Visibility

Into Invoice and Payment
Data is a Top Challenge
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Top AP Challenge:
Working Remotely

AP staff working remotely is a relatively new phenomena (and challenge)
brought on out of concern for employee health and safety due to the
COVID-19 pandemic. Most MME AP departments and professionals were
not raised with a work from anywhere spirit and the ability to easily work
while remote. The underlying culprit, not surprisingly, was the reliance
on paper - specifically paper invoices and paper checks. For a majority
of leaders overseeing AP, the pandemic made it patently obvious that
manual processes are no longer acceptable and must be stricken from
the workplace.

267

State Working Remotely
as a Top Challenge
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Invoice Processing Cost

The average cost to process a single invoice (all-inclusive, including
labor, overhead, technology, etc.) for mid-market enterprises has
remained high for the past couple of years. This suggests that the
day-to-day operations that support invoice processing still have a
way to go to achieve optimal performance.

Average Cost to
Process an Invoice

$12.40

Ardent
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Invoice Processing Time

The average time it took a mid-market enterprise to process an invoice
was 12.9 days, which remained unchanged from the prior year. While the
typical AP function continues to work to shorten the amount of time it takes
to complete the function’s core duty, lengthy approval times indicate that
the average AP team still has work to do.

INVOICE

Average Time to
Process an Invoice

12.9 days
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Invoice Exception Rate

Invoice exceptions remain a major problem for MME AP departments.
In 2022, almost one-quarter (24.2%) of all invoices processed required
exception handling due to bad or missing data. The inordinate amount
of time AP staff spends correcting and managing invoice exceptions
significantly increases the cost and time to process invoices.

Invoice
Exception Rate

24.27

EXCEPTIONS

Ardent
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Time Spent Handling
Inquiries

In 2022, mid-market enterprise AP staff spend an average of almost one-
third (29%) of their time working directly with suppliers to fix invoice,
processing, and payment errors. For AP to move into its next phase of
evolution, its staff cannot spend this inordinate amount of time tracking
down phone numbers, correcting erroneous contact information, and
interacting with suppliers to lock down missing pieces of information and
fix mistakes.

AP Staff Time Spent 7
Handling Inquiries

297
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Top Payment Strategies

How and when invoices are paid is critically important to ensure that
buying organizations, as well as their suppliers, have the funds needed
to continue operations and maintain liquidity. However, a look at the top
two B2B payment strategies ‘paying early to receive discounts’ (37%) and
‘delaying payments/holding on to cash longer’ (30%), highlight the major
cash requirement differences that exist among mid-market businesses.

Deeper analysis shows that roughly % of all AP mid-market enterpise
groups have absolutely no payment strategy in place, missing a significant
opportunity to help improve their company’s financial performance.

The Yin and
Yang of B2B
Payment
Strategies
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The Advantages of
ePayments

Adoption of electronic payments has increased over the past several
years, making it clear that more mid-market enterprises understand the
business value of paying suppliers electronically. By doing so they have
lowered costs, improved processing efficiency, increased fraud protection,
and provided superior visibility into organizational cash flow. Increased
adoption can also be directly correlated to the fact that both buyers and
suppliers can benefit from their use which creates a ‘win-win’ situation for
all parties involved. Looking forward, Ardent Partners is bullish on the
continued growth of ePayments over the next five years.
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Invoice and Payment
Fraud Attempts

Cyber-criminals have become more brazen (and more technologically
advanced) since the pandemic began, resulting in billions of dollars
of fraudulent payments and activity over the past two years. Ardent
Partners’ research found that almost one-quarter (24%) of MME reported
a business payment fraud attack over the past year. Fraudsters aren’t
going away and the attacks will continue, however, automated AP teams
are better able to identify and mitigate fraud risks from occurring.

247
of MME Report
an Attack

Ardent Partners

RESEARCH WITH RESULTS

e © Ardent Partners 2022




—\—/\~—ARDENT PARTNERS’ AP PULSE ON THE MID-MARKET IN 2022__\ n\n—

The Future of AP:
Reaching the Next Level?

The opportunity to transform an AP organization is both significant and
achievable and should be undertaken sooner rather than later. The clear
majority (69%) of mid-market businesses point to smarter systems as
the key to success. Additionally, deeper and more agile analytics (56%)
remain a vital component for AP to achieve higher performance levels
in the years to come. Executive support for an AP transformation (42%)
and the eradication of tactical tasks (39%) are also crucial pieces of AP’s
ongoing advancement.

The Keys to AP’s Future Success

“Smarter” systems that drive more efficiencies 69%
| Deeper, more agile analytics and reporting 56%
ﬂ Executive support for total AP transformation 42%
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SUPPLIER ONBOARDING

CASH MANAGEMENT Q INVOICE RECEIPT PROCESSES

PAYMENT EXECUTION © O INVOICE PROCESSING
(VALIDATION/RECONCILIATION)

PAYMENT SCHEDULING G O INVOICE APPROVALS

EARLY PAYMENT DISCOUNT CAPTURE EXCEPTION MANAGEMENT
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AP Automation:
A Framework for Success

Created in 2010, Ardent Partners’ ePayables Framework™ was designed to
aid AP departments of any size improve their processes by segmenting
their workflows into three smaller, more manageable pieces: Invoice
Receipt, Invoice Processing, and Payments. This segmentation makes it
easier for an AP department to establish a clear view into the current
state of operations and automation levels in each area, and then improve
upon it.

The Ardent Partners ePayables Framework™

RECEIVE PROCESS
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The Ardent Partners
ePayables Framework™
Invoice Receipt

The AP process begins with the receipt of an invoice. The “Receive” phase
includes the different methods that AP organizations handle the invoice
submissions from suppliers. Mid-market enterprises need the option for
suppliers to be able to submit invoices in a variety of ways, including via
email, portals, electronically, and paper.

The Ardent Partners ePayables Framework™

RECEIVE PROCESS

Invoice Submission Types:
Paper
Email
PDF
EDI/ XML
Electronic Invoice

Supplier Portal
Scan & Capture

Ardent ‘ Partners e © Ardent Partners 2022
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The Ardent Partners
ePayables Framework™
Invoice Processing

The second phase of the process is where the received invoices are
processed. This typically includes: Validation to ensure there are no errors
and contains the correct supplier, amount, price, address, etc; Matching to
validate the items were in fact ordered, received, and the price is correct;
Approval if there are no errors or disputes that need to be resolved, the
invoice is then routed to the appropriate people to be approved.

The Ardent Partners ePayables Framework™

RECEIVE PROCESS

Invoice
Processing Stages:

Data Validation
Matching
Workflow

Exception Handling
Approval

Ardent ‘ Partners @ © Ardent Partners 2022
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The Ardent Partners
ePayables Framework™
Invoice Payment

This final step once an invoice is validated, matched and approved is the
payment. The ‘payment’ phase includes the scheduling, processing, and
execution of the vendor payment.

The Ardent Partners ePayables Framework™

RECEIVE PROCESS

Ardent ‘ Partners @ © Ardent Partners 2022
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Selecting an ePayables
Solution

There are many factors to consider when selecting a solution to automate
accounts payable that can help mid-market organizations make smarter
buying decisions. It is critical to keep in mind the solution selected should not
only be able to address the current needs of AP but also those in the future
as the enterprise grows and requirements change. Key considerations to
consider include: usability, functionality, completeness of offering, customer
reviews, company presence, focus, and solution roadmap.

Ease of use Invoice capture

Top Considerations:

Ardent Partners @ © Ardent Partners 2022
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Top Technology
Investment Target:
Electronic Invoicing

Interest in electronic invoicing technology is at an all-time high as more and
more mid-market organizations look to reduce their reliance on paper and
manual processes. In fact, almost half (46%) of mid-market AP teams plan to
deploy electronic invoicing solutions within the next the next 12 - 24 months.

7 46%
Plan to Deploy
Electronic

Invoicing Solutions

Ardent ‘ Partners @ © Ardent Partners 2022
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Top Technology
Investment Target:
Electronic B2B Payments

Paper checks are notoriously inefficient and time-consuming - and
significantly more expensive than electronic payments. The ability to
make electronic payments enable mid-market AP organizations to reduce
processing costs and time, while adding increased precision and controls
over vendor payments.

: (o)
22 37%
Plan to Deploy
Electronic B2B

Payment Solutions
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Next Gen AP Skills

The role of AP in mid-market enterprises is changing, with increased
expectations flowing to its personnel. Today, more nuanced skills and
strategic thinking are required for the next generation of AP professionals.
With cyber-crime on the rise, a majority of AP staff are getting involved
in fraud prevention (74%) and payments (70%), as well as supplier
management (57%). Increased requests for visibility into AP data have
staffers spending more time on reporting and analytics (67%) and
adopting a more customer service focused mentality (55%).

C __J

/ ‘ 2 Fraud and compliance 74%
Payments 70%
<) u,,,- \ Reporting and analytics 67%

i N
‘ t" / Supplier management 57%
Y - Customer service mentality 55%
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What Will AP Look
Like in Two Years?

According to AP leaders in the mid-market, supporting and enabling
organizational success will require improved collaboration, automation, and
the acceptance of innovations and changes to how things have been done
in the past. The graphic shows the percentage of these leaders who predict
that their organizations will possess the following attributes in two years.

93% 40%

Digitally-
e collaporaton
pay P between AP and
y stakeholders

407% 38%

P “Innovation- AP serves as a
p UL ready” culture hub of corporate
) intelligence
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Demographics and

Methodology

Report Demographics

The research in this report is drawn
from 139 representing
enterprises with annual revenues less

respondents

than $500 million and the following
demographics:

Region: 61% North America; 32% EMEA,;
4% South America, Asia-Pac 3%

Industry: More than 25 distinct industries
are represented. Retail, Manufacturing,
Healthcare, Financial Services, and
Technology are the largest industries in
the survey pool; no industry represents
more than 15% of the overall survey

respondents

Ardent Partners
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Report Methodology

Ardent Partners follows a rigorous

research process developed over
years spent researching the accounts
payable market. The research in this
report represents the web-based survey
responses of 139 AP and finance leaders.
These 139 participants shared their
strategies and intentions, as well as their
operational and performance results to
help us define the Key Mid-market AP
benchmarks and understand what levers
the leading groups pull to obtain their
advantage. This primary research effort
was also informed by the experience
and analysis of the report author and the
entire Ardent Partners research team.
Respondent demographics are included

to the left.
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Ardent Partners is a research and advisory
firm focused on defining, and advancing the
supply management strategies, processes,
and technologies that drive business value
and accelerate organizational transformation
within the enterprise. Ardent Partners was
founded in 2010 by Andrew Bartolini.

Ardent Partners actively covers the supply
management marketplace and produces
research to help business decision makers
understand (1) industry best practices and
how to improve performance & (2) the
technology landscape and how to identify the
best-fit solution(s) for their specific budget
and requirements.

Contact research@ardentpartners.com if you have any questions about this report or our

research in general.
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Industry Standard “Fine Print:” The information
contained herein has been obtained from
sources believed to be reliable. Ardent
Partners, Ltd. disclaims all warranties as to
the accuracy, completeness, or adeguacy
of such information. Ardent Partners, Ltd.
shall have no liability for errors, omissions,
or inadequacies in the information contained
herein or for interpretations thereof. The
contents expressed herein represent Ardent
Partners’ best analysis at the time and are
subject to change without notice.
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