Transforming
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through Automation

Loren Zadecky, KeyBank, Senior Vice President and Head of Commercial Payables Strategy
Adoption of Accounts Payable (AP) automation has been
slow, with only one in 10 middle market organizations
incorporating any form of automation into their AP
process. Yet, as businesses of all sizes look for ways
to optimize working capital and reduce the costs of
day-to-day AP operations, they are beginning to turn to
automation. By automating payables, organizations are
achieving faster payment processing, reduced reliance on
paper-based processes, better vendor relationships and
improved risk control.
As with any new concept, there can always be trepidation
and pessimism. And with budget, resource and time
constraints, many organizations may look at automation
as something they simply cannot take on now. However,
ignoring or deprioritizing automation means your
organization will continue to realize higher invoice and
payment-processing costs, higher instances of fraud,
and less control over your payables in general. Educating
yourself and decision makers within your organization
on the many benefits of AP automation is the first step
in the journey to capturing those benefits and creating
substantial value within your AP department.

Key Takeaways

AP automation can enable
organizations to drive down paymentprocessing costs, eliminate paper,
improve controls and gain valuable
insights into supplier spend.

Automating more AP processes
and improving collaboration and
process linkage between AP and
procurement rank high on the list
of goals of financial executives
over the planning horizon.

Opportunities with
AP Automation
Traditional paper-based, manual AP processes present
companies with significant challenges, including high
processing costs, sizable exception rates on invoices
and inadequate controls to prevent fraudulent, late or
inaccurate payments. Inefficient payment methods can
result in lost access to early-payment discounts, and lack
of detailed invoice and payment data deprives a company
of control over and visibility into its payables.

Understanding how to address
concerns in your organization
and applying best practices play
important roles in rolling out a
successful AP automation strategy.
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AP automation is playing a major role in addressing these
problems. By incorporating innovative, cloud-based
solutions to invoice and payment processing, businesses
can achieve:
• L
 ower invoice and payment processing costs
• R
 educed instances of errors, exceptions and fraud
• S
 horter invoice-to-pay cycle times (invoice receipt,
approval and payment)
• Increased e-payment adoption through
vendor enrollment
• 2
 4/7 real-time visibility into all stages of the AP process

Companies in a variety of industries are
ditching their antiquated and inefficient paperbased processes in favor of an automated
solution that saves many of them 60% or
more on their payment-processing costs,
resulting in thousands (if not hundreds of
thousands) of dollars saved every year.
– AvidXchange, “Selling
Automation to Your CFO”

Trends in AP Automation
In light of the many challenges that exist within a manual AP process, leaders in AP automation are taking steps
to maximize the benefits that it brings to their organizations. As reported in the Aberdeen Group Study “Leaders’
Winning Strategies for Common Issues in AP and AR,” October 2014, pacesetters in AP are characterized by their
efforts to (1) increase electronic transactions, (2) expand electronic process automation, and (3) continue to invest
in technologies that increase processing speed, reduce cost, improve risk controls, and provide greater insight into
payables. As a result, companies at the forefront of AP advances outperform followers in critical performance areas:

AP Performance—
Leaders vs. Followers
Time to process a single invoice

Invoice exception rate
Percentage of invoices processed
“straight-through”
Percentage of suppliers that submit
invoices electronically
Percentage of invoices linked
to purchase order (PO)

Leaders

Followers

3.6 days
9.8%
54.1%

16.6 days
19.1%
17.3%

44.0%
73.1%

12.3%
54.5%
Source: © Ardent Partners 2015

Challenges
of Manual
AP

1. High invoice and payment
processing costs

2. High instances of
exceptions, errors and fraud

3. Long invoice-to-pay
cycle times
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It comes as no surprise, then, that businesses are placing a high priority on AP automation and process
improvements over the planning horizon. A survey conducted by Ardent Partners revealed that automating
more AP processes and improving collaboration and process linkage between AP and procurement ranked
high on the list of goals of financial executives over the next 24 months.

Goals for AP Organizations (next 24 months)
% Responding
Automate more AP processes
Improve collaboration and process
linkage between AP and procurement
Reduce operational costs
on AP-related processes
Transform AP into a more strategic
and agile business function
Improve the commercial card program

53%
37%
33%
30%
17%

Source: Ardent Partners, “ePayables 2015: Higher Ground.”

The average cost of manually processing an invoice can be as high as $20, versus $4 for automated invoice
processing. The average cost of processing an invoice in an environment with no automation or low levels
of automation can be up to 20 times greater than the cost of processing in a fully automated environment.
– PayStream Advisors, May 4, 2015
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AP Automation: Overcoming Obstacles
While AP automation offers the potential to achieve significant benefits, some organizations
may be reluctant to make the move from traditional processing. Having concerns and
questions about automation is understandable, and it’s important to deal with these head on:

Concern
“Automation is too difficult/
complicated—it will change
everything, and we’ll lose control.”

“AP automation is too expensive.”

Response
The steps and flow of your AP processes remain the same—automation
improves the portions that are manual and paper-based. Your organization’s
accounting system does not change and remains the system of record, and
you have even more control over approvals.

It’s expensive if you don’t automate accounts payable. With the potential for
significant hard-dollar and soft-dollar savings, you can quickly see results in
a reduction of your invoicing and payment-processing costs. By working with
you as a consultant, KeyBank can ensure that you get the most out of AP
automation and achieve a solid return on investment.

“We’re not big enough to benefit.”

Small and medium-sized companies face challenges with manual, paperdriven processes, and automation can address many of them. The market has
turned to software-as-a-service (SaaS) solutions that can be scaled to meet the
needs of small and middle market companies. There is a range of affordable
AP automation solutions that are easy to implement and use. In addition, small,
growing organizations can benefit from scalability and minimize incremental costs
as volume grows.

“Our current process
works well enough.”

AP automation enables your organization to save time and money when
compared with an inefficient and outdated manual process. You can free
up resources from manual tasks and redirect them to more value-added
work. And enhanced analytics available because of automation provide insights
on procurement, spend and payments to help you improve processes and
decision-making.

“Our vendors are too small.”

AP automation solutions are available that let vendors submit invoices in
multiple ways without requiring additional procedures. Making this simple
for your vendors boosts adoption and strengthens your vendor relationships.

“We don’t have enough time/
resources to implement an
automated AP solution.”

There’s no need to reinvent the wheel—KeyBank can help you apply best
practices to save time and optimize the resources devoted to making AP
automation a reality at your organization. And again, solutions, specifically
SaaS-based options, have been built to address the resource limitations
experienced by small to mid-sized companies.

“We looked at AP
automation in the past,
and we’re not interested.”

When compared with earlier solutions, today’s technology provides even more
opportunity to reduce costs, improve workflow and save time without the need for
significant investment in hardware and software. SaaS-based solutions provide all
the benefits of AP automation in a cloud-based environment that you can access
using any device that connects to the Internet, and at a fraction of the cost and time
required to implement previous hardware- and software-heavy versions.
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Making AP Automation a Reality
While each organization should develop an approach to AP automation suitable to its circumstances,
there are best practices that can help implementation go smoothly. Be sure to incorporate the following
steps into your automation initiative:
• T
 alk to your bank: Take advantage of the
knowledge and experience of a seasoned
automation partner early on.
• G
 ain executive support and approval:
Make sure your top management understands
the value and is committed to the success of AP
automation and visibly promoting its importance.
• D
 evelop business case: Calculate the
expected ROI for AP automation based on
research that includes:
• D
 ocumentation of existing processes,
cycle times and associated costs
• C
 omputation of the reduced time
and resources required in an
automated environment
• Identification of benefits associated with
greater control, enhanced risk controls
and improved payment analysis

• Make AP automation part of an integrated
strategic plan: Create a broad-based plan to
improve all aspects of invoicing, payments
and procurement.
• Form a cross-functional team: Decide who
should be involved in AP automation at your
company and create a project implementation team
of professionals from payments, finance, compliance
and risk management disciplines.
• Set clear targets and due dates: Establish
benchmarks and schedules against which AP
automation can be measured and communicate
results throughout your organization.
• Track performance: Measure performance
against clear and well-defined expectations and
identify opportunities to enhance AP processes
and systems.

Bringing AP Automation to Your Business
Automating AP gives you the ability to enhance your organization’s working capital by streamlining payment
processes, reducing costs and providing insight into all aspects of payments. By working with a seasoned bank
partner, you can develop and implement a program to harvest all the benefits that AP automation offers.

For more information about KeyBank’s solutions for AP Automation,
please contact your payments advisor or visit www.key.com/ecp

Loren Zadecky,
Senior Vice President and Head of Commercial Payables Strategy at KeyBank, has over a decade of
payments experience as both a consultant and internally with several financial institutions. In his current
role, Loren drives thought leadership, education, and strategy across Key’s commercial payables solutions
in order to meet our clients’ ever-changing accounts payable needs.
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