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In the current recessionary environment, finance professionals have 
intensified their focus on working capital as well as improving the bottom-
line by reducing costs. Plagued with paper-based, resource-intensive, and 
error-prone processes, the average accounts payable (A/P) department 
presents a significant and tangible opportunity to generate bottom-line 
savings. Additionally, acting as a hub supporting procurement, finance, and 
external suppliers, a typical A/P department is uniquely positioned to 
support an organization's cash management objectives. This research brief 
will quantify the cost savings as well as provide actionable recommendations 
to drive maximum value from payment automation. 

Introduction 
Recent Aberdeen research revealed that paper persists as the format of 
choice for 79% of all invoices, while manual checks are used for 63% of all 
payments (Figure 1). As a result, there is a substantial opportunity for cost 
savings via automation in the average accounts payable department. 
Additionally, Aberdeen's Working Capital Optimization: Finance and Supply 
Chain Strategies for Today's Business Environment report (October 2008) 
found that organizations are responding to the current financial crisis by 
focusing on short-term internal strategies of extending Days Payable 
Outstanding (DPO) (70% of enterprises focused on extending DPO in 2008 
as compared to 63% in 2007). To manage their cost savings and working 
capital goals, one area of focus for finance professionals is payment 
automation.  

Figure 1: The A/P Paper Chase 

63%

79%

37%

21%

Payment

Invoice

Paper Electronic

 
Source: Aberdeen Group, September 2008 
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Electronic payments, much like other facets of the source-to-settle process, 
are sought-after forms of exchange due to their speed, quality and depth, all 
factors which trump the old-school mindset of manual and paper-based 
systems of payment processing (i.e., checks). Electronic payment methods 
have historically evolved into three key systems: 

• ACH (Automated Clearing House): Designed for bulk payment 
services, such as direct debit or credit, and payroll. 

• Commercial card systems: These programs support usage of 
credit and debit card products and are available in various "flavors," 
such as P-cards (Purchasing cards), T&E (travel and entertainment) 
cards, and fleet cards. Commercial cards can streamline payment for 
low-dollar / high-volume transactions. 

• Wire transfer: Often considered the most expedient method for 
transferring funds between accounts, wire transfer is typically used 
for high dollar-value and immediate settlement transactions. 

Aberdeen's E-Payables: Imaging and Workflow (March 2008), found that nearly 
70% of enterprises believe that electronic payments are either critical or 
very important for the success of an A/P department. Additionally, the E-
Payables: Electronic Payments and Fraud Prevention (June 2008) found that the 
top factors driving enterprises to focus on electronic payments are reducing 
overall payment processing costs (82%), reducing risk of payment fraud 
(40%), and improving cash management (32%) capabilities.  

Payment Automation Impact 
"It takes too long to process a 

check. Electronic payments 
have reduced the time the A/P 

team spends making payments." 

~ Manager of Finance, Large 
Distributions Firm in North 

America

Cost savings from payment automation are readily apparent, as evidenced in 
Table 1, which proves ACH and commercial cards (P-cards and T&E cards) 
costs are 40% to 50% lower than processing costs for paper-based checks.  

Table 1: Average Payment Processing Cost 

Average Payment Processing Cost All
Paper-based Checks $10.88

ACH $6.55

P-Cards $5.40

T&E Cards $5.36

Source: Aberdeen Group, June 2008 

Since the fee charged for a typical ACH transaction is less than one dollar, it 
is important to realize that the costs listed in Table 1 include all the costs 
associated with payment and settlement process after invoice approval. The 
steps include payment scheduling, preparation for posting, processing, 
submission to their financial institutions, and exchange of remittance 
information.  
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In addition to payment-processing cost savings, electronic payment methods 
such as commercial cards may help organizations to gain float as the 
suppliers accepting such cards benefit from faster speed of payment.  

“Commercial cards have 
resulted in less POs needing to 

be processed, so it frees up 
more of procurement staff's 

time, as well as accounting 
staff's time in processing 

invoices.” 

~ Sharon Brause, Procurement 
Staff, Government Entity in 

North America

Table 2: The Performance Impact of Commercial Cards

Performance Metric 
 No 

Commercial 
Card 

With 
Commercial 

Cards 
Cost to process a single P2P transaction $55 $22

P2P cycle time 23.6 days 10.2 days

Source: Aberdeen Group, November 2008 

Usage of cards can have a significant impact on the entire procure-to-pay 
cycle. Aberdeen's research on commercial cards in November 2008 (Table 
2) found that commercial cards help reduce the cost of a single procure-to-
pay transaction by nearly 60%. In current economic times, where firms are 
attempting to reduce costs to improve the bottom-line, this is perhaps the 
most desirable attribute of commercial cards. Additionally, commercial 
cards, on average, reduce procure-to-pay cycle times by more than 50%. 
Even with automation offering such compelling cost savings, payments via 
electronic payment methods have not penetrated the average A/P 
department quite yet. Accounts Payable: Strategies for Success, published in 
September 2008, reported that only 37% of payments are currently settled 
electronically.  

"Commercial cards have 
increased visibility into spend 
and reduced purchase-to-pay 

cost." 

~ Director, Large Financial 
Services Firm in UK

Barriers to Electronic Payment Adoption 
The Electronic Payments and Fraud Prevention report (June 2008) revealed 
supplier resistance and lack of integration as the top barriers to electronic 
payment adoption (Figure 2). 

Figure 2: Top Barriers to Implementing Electronic Payments* 
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In today's market, pressing liquidity concerns and lack of visibility into 
expected payment receipt has forced many suppliers to maintain excess 
cash and/or resort to high-cost financing methods like receivables factoring 
to fuel their working capital needs. Since electronic payments expedite the 
payment process, it is surprising that some suppliers are unwilling to adopt 
faster electronic payment methods. Suppliers are reluctant to pay any fees 
associated with electronic payments to the financial institution unless there 
is a tangible benefit in doing so. Also, a lack of integration between 
corporate accounting and electronic payment systems is a barrier that 
requires a coordinated effort to break through: executive support, 
willingness to learn and adapt to a new payment system, and the onboarding 
of suppliers to the electronic payments process. 

"We would like to reduce 
checks to the minimum, but 

many suppliers are not 
accepting electronic payments 

or there is internal pressure to 
issue a rush checks." 

        ~ Manager of Finance, 
Large Mining Company in 

North America

Spend Analysis  
To overcome the supplier resistance barrier to electronic payment 
methods, enterprises should start with a comprehensive analysis of their 
spend and invoice data. Such analysis can help identify savings opportunities 
within various spend categories and make it possible for enterprises to 
segment its suppliers into groups based upon the preferred payment format. 
For example, ACH can be leveraged for suppliers with high number of 
transactions, wire transfer where immediate settlement is required, and 
commercial cards for indirect spend categories. Aberdeen research has 
found that Best-in-Class enterprises are more than two times likely than 
their peers to segment their supplier base for electronic and paper-based 
check payments.  

Supplier Enablement 
Once the suppliers targeted for electronic payments have been identified, 
enterprises should develop a strong supplier enablement strategy to 
onboard suppliers to electronic payments. Enterprises must educate their 
suppliers on the benefits of electronic payment methods to promote on-
boarding activities.  Benefits related to commercial cards include reducing 
Days Sales Outstanding (i.e., by accepting p-cards, payment is received 
within a few days of order fulfillment rather than the typical 30-to-60-day 
receivable cycle), reducing invoicing and collection costs, reducing bad debt 
expense (as the buyer is verified electronically at the point of purchase, and 
credit risk is transferred from supplier to card issuer), and improving buyer 
relations (P-card transactions typically generate an incentive to the buyer 
from the card issuer). Additionally, enterprises should leverage their 
provider's supplier enablement expertise and promote interaction between 
their financial institution (providing ACH, card, or wire transfer capabilities) 
and their supplier base to alleviate any supplier concerns. The Supplier 
Enablement: Converging Procurement and Accounts Payable report (April 2008) 
found that Best-in-Class enterprises are 59% more likely to have enabled 
suppliers for electronic payments than their peers. The study also found 
that Best-in-Class firms are 41% more likely than all other enterprises to 
use P-cards to pay invoices. The benchmark report also found that as a 

"Electronic payments have 
changed the role of A/P folks 

from transactional to analytical 
in nature. A/P has been able to 

scale up when business is 
growing without additional 

FTEs." 

~ Senior Manager,  
Medium-size Enterprise, Europe  
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direct result of their supplier enablement activities, enterprises, on average, 
reduce their payment processing costs by 30%.  

Since supplier enablement can be a resource-intensive and time-consuming 
process, enterprises should prioritize their suppliers. Aberdeen research has 
discovered that top-performing organizations are more than two-times 
likely than their peers to have established electronic payments as the 
standard means of conducting business with strategic suppliers. Once the 
suppliers are educated and enabled on a platform that accepts electronic 
payments, enterprises will reap the benefits of lower processing costs and 
improved cash management capabilities. In the next section, we will detail 
the performance advantage and strategies that Best-in-Class enterprises 
have leveraged to achieve success in their electronic payments program.  

Best-in-Class Performance Advantage and Drivers 
As displayed in Table 2, Best-in-Class firms display significantly lower 
payment processing costs than all other enterprises. 

Table 2: Average Payment Processing Cost by Maturity Class 

Average Payment-Processing Cost Best-in-Class All Others 

Paper-based checks $10.84 $11.14 

ACH $5.29 $6.52 

P-cards $3.74 $5.51 

T&E cards $4.06 $5.44 

Source: Aberdeen Group, June 2008 

The Working Capital Optimization: Finance and Supply Chain Strategies for 
Today's Business Environment report (October 2008) found that Best-in-Class 
firms have a 7-day advantage over their competitors; this Days Payable 
Outstanding (DPO) advantage provides added float, enabling organizations 
to increase cash on hand.  

One of the main reasons driving the electronic payment performance gap 
between top-performing organizations and all other enterprises is the Best-
in-Class' willingness to adopt and implement crucial organizational and 
process capabilities, as well as the technology enablers that help to 
streamline the electronic payment process.  With regards to capabilities, 
Best-in-Class enterprises are more than two times likely to develop a 
business case for electronic payments, which is presented to senior 
management to gain executive support, as well as more than two-times 
likely to display cross-functional coordination among key stakeholders in 
finance, A/P, procurement, and treasury (Figure 3). The Impact of Internal 
Collaboration on Procurement, A/P, and Finance quantifies the benefits of cross-
functional coordination to various enterprise functions.  
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Figure 3: Capabilities Comparison: Best-in-Class vs. All Others* 
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*Respondents allowed to select multiple options. Source: Aberdeen Group, June 2008 

Aberdeen research has found that Best-in-Class organizations are twice as 
likely as their peers to use an automated disbursement tool to manage its 
payments, which can provide a common platform to manage all forms of 
payments, including checks, ACH, commercial cards, and wire transfer 
(Figure 4). Additionally, Best-in-Class enterprises are more than two-times 
likely to use a spend analysis solution to analyze their spend and invoice 
data.  

Figure 4: Technology Comparison: Best-in-Class vs. All Others* 
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Recommended Actions  
To achieve their cost savings and cash management objectives, enterprises 
must consider undertaking the following Aberdeen recommendations:   

• Build a business case for electronic payments and secure 
executive support. Calculating the ROI for an electronic payment 
system is the first step in moving to an automated structure. 
Enterprises with an executive backer fail to realize the need for not 
only reducing costs, but access to real-time visibility into cash 
balances. Without executive support / sponsorship for a new 
electronic payment program, enterprises will be unable to drive the 
implementation of a new system. Best-in-Class companies are 1.9-
times more likely to develop a business case for electronic 
payments than their peers. 

• Perform a spend analysis for supplier segmentation. Spend 
analysis can serve double-duty by not only digging deep into an 
enterprise's spend data, but also by segmenting an enterprise's 
supplier base into organized sections for each payment type. 
Aberdeen research found that the Best-in-Class are twice as likely 
as the average enterprise to segment the supplier base for 
electronic payments. 

"Our payment processes are all 
seamless, fully integrated to our 

finance system and banking 
system. We don't experience 

any payment-related fraud." 

~ VP of Finance, Software 
Supplier in UK

• Educate suppliers on the benefits of electronic payment 
methods. Supplier resistance is the top barrier to implementing an 
electronic payment system. Enterprises must educate their suppliers 
on the many benefits of moving to an electronic payment program, 
such as expedited payment and enhanced visibility through a single 
point of exchange.  

• Encourage cross-functional collaboration among key stake 
holders in A/P, procurement, finance, treasury, and IT. 
Collaboration, a fast-rising strategy in the procurement world, can 
be a key factor in ensuring that electronic payment methods are 
aligned with the major departments involved in an organization's 
payment process. Cross-functional coordination drives payment 
visibility and helps to avoid misuse of commercial cards. 

• Utilize EIPP or an automated payment solution. When 
selecting an automated payment solution, enterprises should 
consider the solution's ease of use as well as the experience and 
capabilities of the solution provider to deploy/integrate its solution 
and enable suppliers.  
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