il Purchase-to-Pay Process Perspective
L Th € H aCkett G rou p Study Results Analysis

World Class Defined and Enabled June 11, 2015

Onboarding Suppliers to an E-Invoicing

Solution
Understanding the challenges, benefits and
who does what

By Amy Fong and Patrick Connaughton

Executive Summary

The Hackett's Group’s 2015 e-invoicing poll revealed that companies that implement e-invoicing experience an aver-
age 31% reduction in invoice processing costs and spend 24% less time on supplier inquiries. However, despite the
benefits, many suppliers struggle with the initial onboarding process. Software vendor fees and limited resources are
top concerns. And, because there is a cost to both the supplier and purchasing organization to enable each supplier,
companies are selective about which suppliers to enable. For success, coordination is required among multiple stake-
holder groups, both at the supplier and the purchasing company.

Key takeaways:

e The most significant result of implementing e-invoicing software is an average 42 % reduction in the number of
paper invoices.

e Eighty-six percent of organizations prioritized which suppliers to enable first based on transaction (i.e., invoice)
volume.

E-Invoicing Adoption Challenges

Achieving electronic invoicing automation hinges on the supplier’s ability to effectively
begin using the solution provided by the buying organization, whether via a software
vendor’s supplier network or a buyermaintained supplier portal. The training and support
required to use the e-invoicing solution is often provided as part of a formal supplier
onboarding program. However, supplier enablement and overall e-invoicing adoption face
a wide range of obstacles that have hindered adoption, most notably the fees charged
by software providers, which discourage many suppliers from enrolling. In fact, 65%

of respondents to our poll on e-invoicing rated vendor fees as the top challenge they
face today (Fig. 1). Other hurdles include limited resources to facilitate the onboarding
process and difficulties with the process itself, which sometimes requires extensive
manual effort.

On the positive side, very few respondents reported being hindered by the lack of

a business case or limited support from the software vendor. For the most part,
companies are allocating sufficient time and budget to supplier onboarding activities,
albeit for a selective group of suppliers. And, it appears that the software vendors
are able to provide a high level of support if needed to augment internal staff for
onboarding activities.
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FIG. 1 Top challenges in enabling e-invoicing solutions
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Source: E-Invoicing/Supplier Onboarding Poll, The Hackett Group, 2015

Companies Are Selective About Which Suppliers to Enable

Considering the lack of onboarding resources and other challenges, buying organizations
are selective when determining which suppliers to enable first on the network or supplier
portal. The vast majority (86%) prioritize those with the greatest transaction volume f(i.e.,
number of invoices) (Fig. 2). Surprisingly, the value of the transactions is rarely a factor

in these determinations: 71% of respondents do not include it in the criteria used to
prioritize supplier enablement.

FIG.2 How companies decide which suppliers to onboard first

Volume of transactions (number of invoices) 86%

Suppliers that are already connected to the
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critical suppliers are onboarded

Value of transactions

Suppliers that have been
identified as high-risk

N/A - Goal is to enable all
suppliers regardless of criticality, volume, etc.

Source: E-Invoicing/Supplier Onboarding Poll, The Hackett Group, 2015

Another interesting finding from the study: No respondents indicated that their goal was to
enable 100% of suppliers regardless of criticality, volume, etc. This is a good indicator that
companies are approaching the enablement process with realistic expectations and goals. In
fact, organizations appear to be quite conservative in their goals for the percentage of invoices
and suppliers to enable on e-invoicing — setting out initially to enable an average of 49% of
their suppliers and 62% of invoices (Fig. 3). There is a modest 15% gap between these pro-
jections and the actual percentages achieved to date. This is not so significant that we would
consider it a major disconnect, especially considering that many of these initial onboarding
programs are still in progress. This also means we are unlikely to see “100% e-invoicing” as
the standard in the near future, despite expectations of many in the industry.
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FIG. 3 Initial onboarding goal vs. progress to date

Percent of suppliers Percent of invoices

62%

49% 49%
I ] I

Il INITIAL ONBOARDING GOAL [l PROGRESS TO DATE

Source: E-Invoicing/Supplier Onboarding Poll, The Hackett Group, 2015

The conservative onboarding goals are a reflection of the time it takes most companies
to enable a single supplier. On average, 16 days are required to completed the process
from start to finish. However, only about two actual days of work (i.e., 17 hours) are
needed to complete the e-invoicing enablement tasks. While not overly cumbersome,
there is room for improvement. Certainly, until the total cycle time is reduced,
onboarding programs will not be able to scale to a larger supply base.

Cost is a limiting factor as well (software fees, the cost to create training materials,

staff the help line, etc.) However, a significant percentage of respondents are unable

to estimate the total cost to enable a single supplier (Fig. 4). Those that could answer
this question reported an average of $925. Before setting out to streamline the process,
companies should get a better handle on current costs and process bottlenecks to under
stand where improvement opportunities lie.

FIG. 4 Cost and effort to onboard a supplier

Metric Average response

Estimated total cost to onboard a single supplier $925

Percent of respondents unable to estimate total cost of 47%
onboarding a single supplier

Average time required to onboard a supplier 17 hours

Total days from start to finish 16 days

Source: E-Invoicing/Supplier Onboarding Poll, The Hackett Group, 2015

Understanding the Potential Benefits

Companies implementing e-invoicing solutions reported positive results (Fig. 5). As
expected, the most significant among these is the reduction in the number of paper
invoices (by an average of 42%). Other notable benefits include:

e 31% reduction in overall invoice processing costs.

® 24% less time spent on supplier inquiries.

® 32% improvement in on-time payments.

® 37% improvement in first-pass match due to better invoice accuracy.

Similar to the supplier and invoice onboarding goals discussed earlier, there is a 14-18%
gap between the original goals versus what was actually achieved (with the exception of
the percentage of improvements in on-time payments, with a 5% gap). Across all of our
research, this difference between expectations and reality is typical.
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Accuracy of software vendors’
supplier-match percentages

We asked in the study, “When the
e-invoicing solution was originally
evaluated, did the software
vendor provide an estimate of

the percentage of your supply
base that was already on the
provider's network (often referred
to as ‘supplier match’)? If so, how
accurate did the estimate turn out
to be?”

The responses showed that the
software vendors’ preliminary
estimates of supplier match are
unexpectedly conservative, and
not that far off from what was
actually achieved. A case in point:
software vendors promised an av-
erage 44% match rate. Once the
tool was implemented, custom-
ers found the actual percentage
was 34%, a substantially smaller
discrepancy than we had hypoth-
esized. It turns out that few soft-
ware vendors are guilty of setting
unrealistic expectations.

FIG.5 The benefits of onboarding suppliers to an e-invoicing solution (expected vs. actual)
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Source: E-Invoicing/Supplier Onboarding Poll, The Hackett Group, 2015

Looking Ahead

Supplier onboarding spans a wide variety of activities and involves multiple stakeholder
groups. Internally, procurement, accounts payable (AP) and IT are all involved at some
stage. Externally, the software vendor and third-party consultants play a role. Determin-
ing which onboarding activities to support and who is responsible for each is the first
step. Fig. 6 shows the types of e-invoicing enablement activities that companies com-
monly support and who is primarily responsible.

Internal IT has accountability for the creation of data upload utilities and data definition
documents to map the e-invoicing interfaces to legacy source-to-pay solutions. An even
mix of responsibility among all groups was found in defining and setting up supplier
access rights and staffing a supplier onboarding help desk. AP often takes the lead on
the creation of a supplier onboarding guide and FAQ documentation.

FIG. 6 Primary owner of e-invoicing onboarding activities
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Source: E-Invoicing/Supplier Onboarding Poll, The Hackett Group, 2015
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The scope of software vendors’ responsibility is quite notable: 53% of respondents said
that their e-invoicing vendor has primary responsibility for training suppliers, while 36%
reported the vendor is primarily responsible for providing onboarding status reports. This
is further evidence that companies are increasingly looking to their e-invoicing software
vendors to not only perform the technical onboarding tasks but own the “softer” side of
the onboarding process from start to finish.

Related Hackett Research

“Five Myths Stifling Adoption of Supplier Self-Service Tools for Invoice Automation,”
May 2015

“Hackett Technology Insight Report: E-Procurement,” November 2014
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For more papers, perspectives and research, please visit: www.thehackettgroup.com Or to learn more

about The Hackett Group and how we can help your company sharply reduce costs while improving business
effectiveness, please contact us at 1 866 614 6901 (U.S.) or +44 20 7398 9100 (U.K.).

The Hackett Group (NASDAQ: HCKT) is an intellectual property-based strategic consultancy and leading enterprise benchmarking and best practices
implementation firm to global companies. Services include business transformation, enterprise performance management, working capital
management, and global business services. The Hackett Group also provides dedicated expertise in business strategy, operations, finance, human
capital management, strategic sourcing, procurement and information technology, including its award-winning Oracle EPM and SAP practices.

The Hackett Group has completed more than 11,000 benchmarking studies with major corporations and government agencies, including 93% of the
Dow Jones Industrials, 86% of the Fortune 100, 87 % of the DAX 30 and 51% of the FTSE 100. These studies drive its Best Practice Intelligence
Center™, which includes the firm’s benchmarking metrics, best practices repository, and best practice configuration guides and process flows. It is
this intellectual capital that enables The Hackett Group's clients and partners to achieve world-class performance.
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www.thehackettgroup.com
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This publication has been prepared for general guidance on the matters addressed herein. It does not constitute professional advice.
You should not act upon the information contained in this publication without obtaining specific professional advice.
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