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Executive Summary
• 35 percent of manufacturers claim they are undergoing digital 

transformation and 37 percent claim they have completed their projects. 

•	 35	percent	of	manufacturers	claim	their	AP	projects	are	finished.	What	
does this mean? Are they truly transformed?

• There is an even spread of AP pain points overall with invoice approvals 
taking too long (57%), high invoice processing costs (55%) and compliance 
challenges (47%) dominating.  

• 76 percent of manufacturers claim they currently use electronic invoicing, 
while 71 percent claim that emailed PDFs are still very much in use.

• 49 percent of manufacturers chose ‘Automated Data Capture and 
Extraction (e.g OCR)’, as a transformational tool, a clear sign that 
transformation projects are not necessarily moving in the right direction.

• Nearly all manufacturers undergoing transformation believe their digital 
transformation projects are already successful in achieving project goals.

Manufacturers need to re-assess their goals – are businesses too process-
focused whereas true digital transformation will focus on customer 
experience? If the aim is to get to zero AP, what does success look like?

THE RESEARCH 
To understand the current status and future plans of accounts payable (AP) and 
procure-to-pay (P2P) transformation projects, IDG Connect has conducted a survey, 
on behalf of Tradeshift, of 150 enterprise organisations from the UK, DACH, NORDIC, 
BENELUX and Mediterranean regions in Europe. With respondents made up of 
financial	and	accounting	business	decision	makers	from	retail,	financial	services,	
industrial and consumer manufacturing, the research places emphasis on existing 
practices, pain points, plans and perceptions of digital transformation projects.
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An introduction:  

Be lean and mean
The manufacturing sector seems to be 
taking the full brunt of the current geo 
political upheavals created by Brexit and 
the China / US trade war. In Europe, the 
manufacturing	sector	suffered	its	worst	
month in seven years in September, 
according to IHS Markit’s Eurozone 
manufacturing purchasing managers’ 
index (PMI). September became the 
eighth month in a row that Eurozone factory 
activity has fallen. In the US it is slightly 
worse. According to the Institute for Supply 
Management’s recent Manufacturing 
ISM Report on Business, the US 
manufacturing sector is contracting.

This undermines the recent optimism, particularly 
in the US, where growth forecasts had indicated 
a	resurgence.	In	truth,	increased	tariffs,	skills	
shortages and rising raw material costs have all 
combined to create uncertainty in manufacturing. 
Against a backdrop of shifting consumer habits 
and expectations, this is a concern. Clearly, this 
is a challenging time for industry and while digital 
transformation is regarded as essential to keeping 
pace with change—a PwC survey found that 74 
percent of manufacturers understand they need 
to adopt digital technologies to prosper—it is also 
fraught with potential complexity.

Industry 4.0 or the ‘fourth industrial revolution’ 
as it’s been dubbed, is already reshaping 
manufacturing. Advanced manufacturing 
techniques using digital tools, combined with 
internet of things sensors and devices are driving 
change. The proliferation of data and growth in 
analytics is an opportunity for customer, market, 
production and equipment intelligence. Never 
before have manufacturers had the ability to 
oversee complete operations from live dashboards.

And yet, they are still under pressure. Digital 
technologies	are	promising	increased	efficiencies	
and opportunities for innovation but this also 
brings competition and an urgency to not be left 
behind. Technology companies are disrupting 
established industry players and bringing new 
methods and solutions to other verticals. Digital 
transformation is not a ubiquitous solution to 
the challenges facing manufacturing, but it is a 
necessity for survival.

In this paper, we have attempted to place 
greater context for manufacturers on AP digital 
transformation challenges and objectives. 
How	can	transforming	the	back-office	help	to	
revolutionise	the	front	office?	We	have	tried	to	
gain an insight into how managers feel projects 
are progressing and where there are stumbling 
blocks. Overall, we have tried to illustrate where 
transformation needs more emphasis and 
identified	some	common	delusions.
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When asked, ‘Are you aware of any 
digital transformation projects anywhere 
in your enterprise?’ a surprisingly high 
number of manufacturers (37%) said 
they had completed their transformation 
project already. When split between 
the consumer and industrial sectors, 
consumer manufacturers scored even 
higher, with 53 percent claiming digital 
transformation is complete. A further 
35 percent said that they are currently 
undergoing digital transformation and 
expect it to be ongoing for a long time.

When	asked	specifically	about	AP	projects,	a	
similar number of manufacturers (35%) claimed 
their projects are done. This is intriguing, are 
these businesses really transformed? What 
we have found is that there appears to be a 
disconnect between ‘completion’ and ‘capability’. 
In some instances, manufacturers are being 
pushed into a corner to change due to pressure 
from their customers and suppliers.

“At present, we have digital concerns for our 
suppliers as they are not too happy about our use 
of paper,” said one Swiss manufacturing finance 
manager. “We build relationships not just with our 
customers but with also our suppliers who form the 
first part of the value chain. They have transformed 
themselves and so must we. Currently, we are unable 
to send our digital invoices by emails or related 
systems as we have always favoured hard copies.”

4

Digital tools or digital transformation   
getting transformation back on track
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When we asked manufacturers about the sort 
of pain points that currently exist in their AP 
departments, it was interesting to see the spread 
of problems. By far the biggest overall issue is 
invoice approvals taking too long (57%).

This is perhaps unsurprising if manufacturers 
are still operating with paper-based invoicing 
and/or electronic invoicing and OCR scanning 
[see Section 2: OCR and PDFs: AP in transition 
or stuck in an old groove?]. Interestingly, when 
split between consumer and industrial, the 
biggest issue for consumer was compliance (53%) 
compared with 44 percent for industrial.

Other key issues raised were ‘high invoice 
processing costs’ (55%), ‘high percentage of 
exceptions’ (41%) and ‘too much paper’ (39%). 
These are common concerns across industries 
and one manufacturer in France has already 
identified	the	ramifications.	

“The accounts department if considered correctly is 
an expensive department with little or no efficiency at 
all,” said a French manufacturing finance manager. 
“However, every single unit starts functioning as soon 
as we clear our invoices. The department comes with 
several challenges including paper management 
processes and the increasing complexity with paper 
invoices and ledgers. The amount of time taken for 
such approvals takes several weeks to one month as it 
needs to be physically presented to each stakeholder. 

We have adopted modern technology in the accounts 
payable which will not only reduce physical invoices 
burden but will also make the entire process more 
efficient by 60%-70%.”

Certainly, old AP processes are proving a 
major stumbling block for progression but it is 
overall knowledge of how modernised, digitally 
transformed AP can impact the bottom line that is 
underlining the need for change. When we asked 
the question, ‘What are the biggest hurdles to 
digital transformation in accounts payable/P2P for 
your organisation?’ it was interesting to note that 
nearly half (45%) claimed a ‘Lack of Understanding 
of Operational Impact on Business’. 

Perhaps as a consequence of not being able to 
illustrate	business	benefit,	43	percent	claimed	
that ‘Obtaining Funding and Resources for the 
Project’ as the second highest challenge. This was 
particularly high in consumer manufacturing (59%).

As we will see in the following section, this 
issue with ROI and meeting broader business 
objectives is grounded in the notion that electronic 
invoicing	is	already	efficient	enough.	A	belief	that	
digital transformation is complete and yet not 
demonstrating enough value to the business 
suggests that projects have taken a wrong turn or 
started	off	on	the	wrong	foot	altogether.
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OCR and PDFs:  
AP in transition or stuck in an old groove?

In our research, nearly half of all 
manufacturers see OCR and document 
image scanning (49%) as pivotal to digital 
transformation projects. Unsurprisingly 
then, 76 percent of manufacturers are using 
electronic invoicing and 71 percent email 
PDFs. As we have already seen, 57 percent 
of	manufacturers	are	finding	that	invoice	
approvals are taking too long, while 55 
percent complain of high invoice processing 
costs. So, do the objectives marry-up? And 
are manufacturers choosing solutions that 
will	meet	their	specific	needs?

In terms of objectives, there was a distinctive split 
between industrial and consumer manufacturers. 
Nearly half (47%) of industrial manufacturers 
claimed their top objective was to improve 
process	efficiency,	compared	to	just	12	percent	
for consumer manufacturers, which chose 
equally (35%) ‘reduce costs’, ‘ensure invoices are 
paid on time’ and ‘increase visibility into spend’.   

Given the earlier AP pain points, it’s surprising so few 
(21%) chose ‘Gain Access to Data to Support Business 
Decision Making’ and ‘Enhance compliance’ (20%). It 
illustrates the overall challenge manufacturers face 
in	creating	holistic,	business	benefit-driven	digital	
transformation projects. While manufacturers are 
clearly concerned and driven towards change, how 
they go about change is fragmented and inconsistent.

As one Belgian manufacturer told us, “there is 
a lot happening in our company. We have been 
dealing with a lot of paperwork including some 
forms of digital interruption. However, when 
we look in terms of how our processes function 
in relation to our operations capabilities, we 
experienced a huge gap in between.”

These disconnects are not uncommon. The 
scale and complexity of manufacturers often 
means that transformation is piecemeal 
and takes time. That is to be expected. But 
misreading electronic for digital could be a 
costly mistake, as organisations will not solve 
issues such as high invoice processing costs 
with electronic solutions. Manufacturers need 
to aim for a more digital, integrated solution 
that breaks down silos and enables the 
business by minimising AP bottlenecks.

“Very recently our senior management made strategies 
to fully digitalise and automate a lot of processes in the 
accounts payable department,” continued the Belgian 
manufacturer, highlighting some positive change. “We 
have made a fresh start and are now thinking more 
about cash flows than manual invoices/purchase 
orders. If things are automated, we can easily and 
quickly predict changes and create a digital workflow 
for better processing of the contracts and other 
invoices. It is directly related to the entire business plan 
- more cost savings, no or minimal invoicing errors and 
exceptions, enforcing better compliance, and policies 
with the accounts payable department.”

4
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Is	success	just	about	efficiency	or	can	
manufacturers do more?

4

The AP transformation
It’s a digital evolution, taking the business from a mixed technology and manual one 
through digital, self-funded and then exception-free AP. What should it look like?

Manual processes give way to automation, improving speed and accuracy. 
This also enables networked data to be harvested and analysed, providing 
valuable	insights	that	drive	differentiation	and	innovation.	

Procurement,	finance,	sellers,	and	partners,	including	financial	supply	
chains are all networked and managed via a platform (as opposed 
to a patchwork of technology and apps), rebalancing the technology 
portfolio towards digital transformation.

Roles will evolve.  Employees will be more specialised and have 
creative skill sets, with less transactional roles.

The focus will be on outcomes, tying incentives to the overall goal of 
the business.

Customer experience is a key focus as AP will help to expand business 
models and identify and facilitate new revenue streams

Manufacturers need to focus on 
outcomes to truly transform and make a 
bottom-line	difference.	As	we	have	seen	
from the previous section, around half 
of manufacturers believe that OCR is the 
answer to their troubles and yet OCR will 
not	help	overcome	workflow	silos.

Is transformation placing too much emphasis on 
processes? One French manufacturer told us that 
while they are striving for automation, the overall 
aim is to improve existing processes and not 
necessarily change the way they do business.

“Our department’s digital transformation plan 
is simple, we automate most of the processes so 
there is no need for repetitive tasks. The C-level has 

taken a bold step and invested a good amount in 
automating the accounts payable. The overall idea 
is to improvise what is existing. Other departments 
do not have to run behind waiting for us to check 
for invoices and related billing. This will all be 
available from a central system, an all-in-one 
tool to give every employee more resources and 
flexibility at work. We shouldn’t be losing paper or 
money because of this. To improve our business, 
the accounts department needs to be in sync with 
other business functions, because it all starts from 
an invoice.”

The issues within manufacturing are not just 
practical they are also cultural. Nearly all 
manufacturers believed that their current 
transformation projects have been successful 
and meet the objectives. 
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Conclusion

Three big digital transformation misconceptions  
most manufacturers make

Electronic is digital  
there is a perception that 
electronic technologies  
such as OCR equate to  
digital transformation 

Efficiency is the main goal  
while	efficiency	is	important,	

the research suggests it is the 
main aim for transformation, 
as opposed to improving the 

overall	workflow

Focusing on processes is 
transformation priority  
most	firms	are	addressing	
isolated processes rather 

than taking a holistic 
approach to the business
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Understanding where transformation 
can have its biggest impact is a challenge 
but what is becoming increasingly 
clear is that there is confusion and 
fragmentation in how digital tools are 
implemented and used. The fear is that 
too many manufacturers see digital 
transformation as isolated projects within 
departments that are challenged by 
heavy regulation and compliance. They 
are losing sight of long-term objectives 
and	how	fiscal	intelligence	can	be	a	
significant	differentiator.

While the focus for manufacturing AP 
departments appears to be on changing 
processes (how do we reduce paper? How do 
we cut costs?), manufacturers should ask the 
question - what is the outcome we are trying to 

achieve as a manufacturing business? – and then 
work backwards, embracing digital solutions that 
really enable change for the better and not just 
rework	a	few	internal	workflow	issues.

The concern is that there is a large emphasis on 
implementing electronic technologies such as 
OCR - around half of manufacturers believe that 
OCR is the answer to their troubles. If AP remains 
electronic, will organisations be able to address 
their pain points, such as invoice approvals taking 
too long and high invoice processing costs?

Our research suggests a disconnect between 
problems and solutions and while manufacturers 
believe their AP is undergoing (or has completed) 
digital transformation, it points to future issues. 
If pain points are not addressed now they will 
continue to cause issues and require on-going 
remedial attention. 
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Tradeshift drives supply chain innovation for the digitally connected economy. As the leader in supply chain 
payments and marketplaces, the company helps buyers and suppliers digitise all their trade transactions, 
collaborate on every process, and connect with any supply chain app. More than 1.5 million companies 
across 190 countries trust Tradeshift to process over half a trillion USD in transaction value, making it the 
largest global business network for buying and selling. Discover commerce for all at tradeshift.com

IDG Connect is the demand generation division of International Data Group (IDG), the world’s largest 
technology	media	company.	Established	in	2006,	it	utilises	access	to	44 million	business	decision	makers’	
details to unite technology marketers with relevant targets from any country in the world. Committed to 
engaging a disparate global IT audience with truly localised messaging, IDG Connect also publishes market 
specific	thought	leadership	papers	on	behalf	of	its	clients,	and	produces	research	for	B2B	marketers	
worldwide. For more information visit: www.idgconnect.com

http://tradeshift.com
http://www.idgconnect.com

