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If you can’t measure something, you can’t understand
it. If you can’t understand it, you can't control it. If you

can’t control it, you can’t improve it.
~ H.James Harrington ”

Tracking Key Performance Indicators (KPIs) in procurement isn't just a best practice
—it's a transformative strategy that separates the leaders from the laggards.
According to a recent Gartner report, 72% of procurement and sourcing leaders
plan to improve business outcomes by optimizing the total cost of ownership, a
crucial KPIl'in the cost savings aspect. For Chief Procurement Officers (CPOs), the
ability to harness data-driven insights through KPIs is critical for driving innovation,

Maintaining competitive advantage, and ensuring robust supply chain resilience.

KPls serve as the compass for procurement teams, offering a clear direction amidst
the complexities of global supply chains. They provide the transparency needed to
identify inefficiencies, the foresight to mitigate risks, and the agility to adapt to
market fluctuations. In essence, KPls empower procurement leaders to make

informed, strategic decisions that propel their organizations forward.

This whitepaper is your treasure map to mastering Source-to-Pay (S2P) KPlIs. We'll
uncover the top metrics you need, spill secrets on seamless implementation, and
share benchmarking gold nuggets to elevate your procurement game. Whether
you're battling cost dragons, quality gremlins, or delivery delays, our insights will

arm you with the tools to conquer it all.

Read on as we unpack these critical metrics, the interplay between the KPIs and
business outcomes targeted while providing you with the tools and insights to

elevate your procurement function.
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As we embark on this journey through the world of KPls, it's essential to understand

their role as the backbone of procurement. KPIs are not just metrics; KPls are the

strategic levers that drive procurement success, transforming raw data into actionable

insights that shape and direct procurement strategies. The success metrics for these

strategies originate from aspects or domains that influence the bottom-line often

referred to as Key aspects or Crucial aspects. Conventionally, the impact of

procurement was measured using a few key aspects like:

e Cost Management: By continuously
monitoring cost KPls, procurement
leaders can identify inefficiencies,
negotiate better termes, and
ultimately reduce the total cost of
ownership.

e Supplier Performance: These

metrics provide insights into which

suppliers are hitting the mark and
which ones need a nudge to
continuously

improve supplier

performance.

e Operational Efficiency: Metrics such
as Contract Cycle Time and Time-to-
Source  streamline  procurement

processes depict agility—the ability to

pivot swiftly when market conditions

change

¢ Risk Mitigation: KPIs like Contract
Compliance Rate and Supplier Risk
Assessment Score flag potential risks
before they escalate into crises,

allowing for proactive management.



Adapting to New Realities: The Evolution
of KPI Tracking
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Numbers have an important story to tell. They rely on
you to give them a clear and convincing voice.

~ Stephen Few ”

The past decade has been nothing short of a rollercoaster. Gone are the days when
procurement was seen as a monotonous back-office function. Today, it's a strategic
powerhouse, driving innovation, sustainability, and competitive advantage. Chief
Procurement Officers need to embrace this evolution to stay ahead, leveraging
these strategic shifts to enhance their organization's resilience and market position.

Let's take a ride back in time to see just how far we've come...
Maintaining the Balance of Cost Saving and Value Creation

Remember when procurement was all about the lowest price? Well, those days are
history. Now, CPOs have to constantly work on spend cost reduction at the same

time delivering great productivity and efficiency.

A report by Forrester indicates that companies can achieve cost savings of up to
30% by automating their procurement processes. This shift is significantly
influencing today’s KPIs that highlight not just cost savings but also quality
improvements, timely deliveries, and innovation contributions. These changes in
KPls are driven by several key forces, or "drivers," that have reshaped the
procurement landscape. Although drivers like globalization and digitalization have
spearheaded the transformation in the past, today we're seeing new ones leading
the charge. Highlighted below are the top 5 drivers for the evolution of today’s

procurement KPIs, each reshaping how CPOs measure success and create value.


https://www.forrester.com/report/Technology-Buyer-Insight-Study-The-Expanding-Role-Of-Procurement-In-The-Buying-Process/RES56098
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DRIVER 1

DRIVER 3

The Al and Analytics Revolution

The rise of artificial intelligence (Al) and data analytics has been a game-changer.
No more relying on gut feelings and spreadsheets. Today, predictive analytics,
powered by Al, helps procurement teams forecast demand, manage risks, and
optimize supplier performance. A recent Gartner survey found that 75% of
procurement leaders believe that Al and analytics significantly enhance their

decision-making capabilities. Think of it as having a crystal ball, but with data.

Digital Transformation and
Procurement Automation

Digital transformation has redefined procurement processes. Automation tools now
handle everything from invoice processing to contract management, freeing up
procurement professionals to focus on strategic tasks. According to IDC,
organizations that fully embrace procurement automation can reduce process
costs by up to 30% and cycle times by 50%. It's like having a supercharged engine

under the hood of your procurement vehicle.

Sustainability and Ethical Sourcing

Sustainability has moved from a buzzword to a business imperative. Over the past
decade, there's been a significant shift towards ethical sourcing and sustainability.
Procurement teams are now evaluated on their ability to source responsibly, reduce
carbon footprints, and ensure fair labor practices. A World Metrics report states that
72% of businesses consider sustainability to be a key priority in their procurement

decisions, reflecting a broader commitment to corporate social responsibility.
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DRIVER 4

The Rise of Strategic Supplier
Relationships

Building strong supplier relationships has become crucial. The days of adversarial
supplier negotiations are over. Today, it's all about collaboration and partnership. By
fostering strategic relationships, companies can drive innovation, ensure reliability,
and create long-term value. A Hackett Croup study found that companies with
mature supplier relationship management programs see 23% higher savings and
31% faster cycle times.

Economic Instability and the
Catalyst of Change

Economic instability, geopolitical tensions, and global crises like the COVID-19
pandemic have acted as accelerators for change in procurement. Supply chain
disruptions forced companies to rethink their strategies, emphasizing resilience
and flexibility. The pandemic highlighted vulnerabilities and underscored the need
for robust risk management and agile procurement practices. According to a report
by McKinsey, 93 percent of respondent group consisting of senior supply-chain
executives from across industries and geographies, intended to make their supply
chains far more flexible, agile, and resilient,, leveraging digital tools and diversified
sourcing strategies. These turbulent times have propelled procurement from a
reactive function to a proactive, strategic role essential for navigating uncertainty.

As we've identified the key forces driving the monumental shift in procurement
KPls, it's obvious that the landscape has changed dramatically. But what does this
mean for the metrics we use to navigate these new waters? How do these
emerging KPIs reflect the evolving priorities of modern procurement? And most
importantly, are you equipped with the right tools to measure success in this new
era?

These questions lead us to the heart of the matter: the new generation of KPIs that
are not just tracking performance but are actively steering the course of
procurement strategies. In the next section, we'll dive deep into these emerging
KPls, exploring how they're reshaping the way we measure, manage, and maximize
procurement outcomes in 2024 and beyond. Get ready to discover the metrics that
will keep your procurement strategy ahead of the curve!
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Emerging KPI Categories: Aligning with the Forces Shaping Modern

Procurement
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As we turn our focus from the driving forces behind the evolution of procurement
KPls, it's time to explore how these influences are manifesting in the metrics
themselves. The traditional KPIs that once guided procurement in a simpler, more
cost-focused era have given way to a new breed of performance indicators, crafted
to meet the demands of a rapidly evolving landscape. These emerging KPI
categories are not just about measurement—they are about leadership,
adaptability, and innovation in the face of unprecedented challenges guiding
procurement teams through uncharted waters, ensuring they stay aligned with
the forces shaping the industry. Let's delve into these next-generation KPI
categories and uncover how they are reshaping the way procurement leaders

navigate the complexities.



1 Resilience and Risk Management KPIs

e Linked Driver: Economic Instability and the Catalyst of Change

e In aworld rocked by economic instability and global pandemics,
resilience is the name of the game. As economic turbulence and global
crises have underscored the need for agile and resilient supply chains,
these KPIs are now essential. They help procurement teams anticipate
and mitigate risks, ensuring a stable supply chain no matter what

uncertainties arise.
Sustainability and Ethical Sourcing KPIs

e Linked Driver: Sustainability and Ethical Sourcing

e Sustainability isn't just a buzzword; it's a business imperative shaped
by the growing focus on corporate social responsibility. As businesses
increasingly prioritize ethical sourcing and environmental stewardship,
these KPIs ensure that procurement practices align with these values,

driving responsible sourcing and long-term value creation.
Digital Transformation and Automation KPIs

e Linked Driver: Digital Transformation and Procurement Automation

e Welcome to the digital age, where automation and advanced
technologies are redefining procurement processes. As digital
transformation accelerates, these KPIs track the effectiveness of digital
initiatives, ensuring that investments in technology translate into

tangible benefits like cost reduction and process efficiency.

Strategic Supplier Relationship KPIs

q e Linked Driver: The Rise of Strategic Supplier Relationships
e In times of instability, strong supplier relationships have become more
critical than ever. As the focus shifts from adversarial negotiations to
collaborative partnerships, these KPIs are vital. They help maintain and
enhance strategic relationships, ensuring reliability and fostering

innovation even during turbulent periods.



These emerging KPI categories provide procurement leaders with the insights
needed to navigate challenges and seize opportunities, ensuring that procurement
not only keeps pace with change but also drives it. As we conclude our exploration
of the emerging KPIs that are reshaping the procurement landscape, we can
deduce the direction towards which modern-day procurement is heading. This new

direction invokes new questions for procurement strategists like:

How do these KPIs fit into the larger picture?

How do they integrate into and enhance the entire

Source-to-Pay (S2P) process?

What impact do they have on ensuring each phase,
from sourcing to payment and their alignment with our

evolving strategic goals?

How can procurement leaders effectively harness these

KPIs to drive success across the entire S2P continuum?

And most importantly, how can these KPIs be

harnessed to create a seamless, efficient, and innovative

QO OOO

procurement operation?

These questions lead us to the heart of the S2P process, where these next-
generation KPIs are not just applied but embedded into every facet of
procurement. In the upcoming section, we'll dive into how these KPIs enhance and
transform each step of the S2P process, ensuring your procurement strategy is not
only aligned with today’'s demands but also primed for tomorrow's challenges. As
we delve deeper into each category, we'll uncover the interplay between these KPls

and the Source-To-Pay Process in the upcoming sections.



The S2P Process: A Comprehensive Overview

Supplier Contract Intake

Relationships Management Management

The Source-to-Pay (S2P) process is the backbone of modern procurement,
encompassing every step from identifying a need to final payment. While the S2P
process can vary in complexity, with different organisations adopting anywhere
from 5 to 10 steps based on their specific needs and workflows, it consistently
ensures that organisations maintain control over the core procurement activities.
To effectively capture them,, we are considering a streamlined 5-step process that

involves key stages:

e Sourcing

e Supplier Relationship Management
e Contract Management

¢ Intake Management

¢ Invoice and Document Mangement

We will be referring to the stages Sourcing, Supplier Relationship Management
and Contract management as the components of Source - to - Contract (S2C)
Suite and the Order Managemnt and Invoice management stages as Procure - to
- Pay(P2P) suite. This end-to-end process is critical for maintaining strong supplier
relationships, ensuring compliance, and optimising costs. In the subsequent
sections, we'll take a deep dive into each stage of the S2P process. Buckle up as
we explore how strategic sourcing sets the stage for success, and how
nurturing supplier relationships can be your secret weapon. We’'ll unravel the
complexities of contract management, turning legal jargon into your best ally,
and we'll streamline order management to keep your operations smooth
sailing. Finally, we’'ll demystify invoice and document management, ensuring
every penny is accounted for without the paperwork. Each stage is a crucial
piece of the procurement puzzle, and we're here to guide you through it with

insights, best practices, and a dash of quirky wisdom. Read on to know more!
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Before we dive into the nitty-gritty of the Source-to-Pay (S2P) process, let's set the
stage for what's coming up. In the following sections, we're going to break down
the essentials that every procurement leader needs to know from setting ambitious
yet achievable goals, to identifying and tracking the right KPls, to implementing
best practices that achieve these benchmarks. They'll guide you through each
stage with actionable insights and proven strategies. And to keep things real and
relatable, we've shared industry case studies that highlight how leading companies

have navigated their procurement challenges and triumphed. Let's get started!

Sourcing

The sourcing stage is the foundational step in the Source-to-Pay (S2P) process,
where the journey towards securing the best suppliers and materials begins. It
involves identifying potential suppliers, assessing their capabilities, and qualifying

them based on strict criteria such as quality, reliability, and compliance.

Goals
¢ Enhance Supplier Collaboration: Develop long-term, strategic partnerships

with suppliers that go beyond transactional relationships.

e Maximise Total Value of Ownership: Focus on sourcing strategies that
optimize the overall value obtained from suppliers, including factors like quality,

sustainability, and supplier reliability.

e Timely Procurement: Ensure timely delivery of products and services to avoid

delays in production or services.

¢ Risk Mitigation: Identify and mitigate risks related to supplier reliability and

market volatility.

¢ Innovation and Value Addition: Source innovative solutions and create added

value through strategic partnerships.



Traditional KPI's

Cost Savings Percentage:
e (Reduction in Cost of Goods Procured) / (Total Procurement
Cost)
e Levers: Negotiations, volume rebates, cost avoidance & changes

in payment terms

Total Cost of Ownership:
¢ (Initial Cost + Operational Cost for lifetime) — (Resale Value after
life)
e Levers: Clarity in Operational costs, Resale and any residual value

clarity after useful life.

Time-to-Source:
e Time taken from the need identification to the supplier
finalization in no. of days.
e Levers: Complexity of the product/service sourced, negotiation &

finalizing terms

Additional KPIs

Digital Sourcing Adoption Rate
e Tracks the percentage of sourcing activities conducted through

digital platforms and e-sourcing tools.

Al-Driven Sourcing Efficiency
e Assesses the effectiveness of Al tools in reducing sourcing cycle time

and enhancing supplier selection.

Circular Procurement Index
e Tracks the percentage of sourced materials that are recycled,

refurbished, or part of a circular economy.



Best Practices to Achieve KPI's

Develop a Robust Supplier Qualification Process:
e Establish clear criteria for supplier selection, including financial

stability, compliance, and sustainability.

Leverage Technology and Data Analytics:
e Use procurement software and analytics tools to streamline

sourcing processes and make data-driven decisions.

Foster Strong Supplier Relationships:
e Engage in regular communication, provide feedback, and

collaborate on continuous improvement initiatives.

Implement Category Management:
e Croup related items into categories and manage them as a
single unit to leverage purchasing power and optimize supplier

base.

Focus on Total Cost of Ownership (TCO):
e Consider all costs associated with the procurement, not just the

initial purchase price, including maintenance, logistics, and

disposal.

Z=ZYCUS Detailed Case Study:
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https://zycus.showpad.com/share/8LLyQWNmQqddSWXDfDoam

Situation

The client expanded its business rapidly with numerous mergers and acquisitions,
which resulted in decentralized process management, fragmented

data sources, multiple ERPs, and scattered sourcing systems across several
business units. Thus, they faced challenges with heavily relied upon manual tasks,
causing a high cycle time for conducting sourcing activities and not having
enterprise-level visibility into supplier information which affected production

timelines and profitability.

Task

To manage procurement processes efficiently, the company had to implement
solutions having a centralized platform that could integrate all fragmented
modules and provide visibility and valuable insights about data through

customized dashboards.

Action

The company decided to move forward with Zycus' integrated suite based on
its ease of use. A simple and customized user experience provided by Zycus'
Dew Drop Ul was one of the driving factors as the client aimed for a high user

adoption.

Results

e Cost Savings: By Automating the supply chain and procurement processes, the
company was able to take strategic decisions to capture lost revenue in

Sourcing stage.

e Improved Sourcing events: 180+ Total sourcing events conducted by the
company which was enabled the feature to customize sourcing events to match
their needs and host scalable sourcing events for simple and complex

categories.

¢ Reduced Time-to-Source: Streamlined processes and clear metrics helped
reduce the Time-to-Source by 75%, allowing them to schedule faster sourcing

events.



Supplier Relationships

You've finalized the suppliers and are ready to co-ordinate with them to achieve the
optimum results, Great! Supplier Relationships stage is where partnerships are
forged and nurtured, transforming transactional interactions into strategic
alliances. This stage is crucial for building a resilient and efficient supply chain,
where suppliers become true partners in the business's success. But how does that

happen? Read on to find the answer.

Goals
e Enhance Supplier Performance: Improve the quality, reliability, and efficiency

of the supply chain.

e Foster Long-term Partnerships: Develop mutually beneficial relationships that

encourage loyalty and collaboration.

e Drive Innovation: Encourage suppliers to contribute innovative ideas and

solutions that can add value to the business.

e Ensure Compliance and Risk Mitigation: Monitor and ensure adherence to
regulatory standards and ethical practices, while mitigating risks associated

with supplier dependencies.

Primary KPI's

Supplier Performance Scorecard
o Composite score based on(TQA) Timely delivery, Delivered
goods/service Quality, and Supplier Adaptability.

e Levers: Global disruptions affecting Supply chain sector

Supplier Support & Assistance Index
e The No. of inconsistencies resolved as a percentage of total deliveries
e Levers: Inconsistency levels (High, med, Low) & No. of Inconsistencies

per unit time

Supplier Risk & Transparency Index
e An evaluation of the potential risks associated with each supplier,
including financial stability, credit risk and operational reliability.
e Levers: Dependency level (Critical, non-critical), large scale or small

scale supplier



Additional KPIs

Reverse Logistics Capability Index
The capability of a supplier to handle a return or replacement measured

in terms of time, quantity, cost and overall accuracy.

Supplier Relationship Satisfaction Score
A metric derived from surveys assessing the satisfaction levels of both

the company and its suppliers regarding the relationship.

Supplier Collaboration Index
A measure of the frequency and quality of collaborative initiatives

between the company and its suppliers.

Best Practices to Achieve These KPIs

Establish Clear Performance Metrics
Define and communicate clear expectations and KPls to suppliers,
ensuring they understand the standards they are being measured

against.

Use Data Analytics
Leverage data analytics tools to monitor supplier performance in real-
time, enabling proactive management and early identification of

potential issues.

Foster Open Communication
Encourage regular, transparent communication with suppliers to build

trust and address any concerns promptly.

Implement Supplier Recognition Programs
Recognize and reward high-performing suppliers, which can motivate

continued excellence and foster stronger partnerships.

Conduct Joint Improvement Workshops
Collaborate with suppliers on workshops focused on process

improvement and innovation, aligning efforts towards common goals.



Detailed Case Study:

Zycus Powers a Leading_Global
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Zycus Powers a Leading Global Pharmaceutical Organization’s Rea d N ow
Procurement Transformation

Situation

The organization wanted to increase the suppliers in their database and gain
visibility on the information for vendor compliance. But since it was a manual
process, it was becoming difficult for them to maintain all the data at the single

location.

Task

The company needed to improve supplier relationships by implementing a solution
which is user friendly so that the adoption among the procurement team would be
high to bring in the desired efficiency in the processes. They wanted to follow the

industry’s best practices to stay ahead of their competitors.

Action
The Organization Implemented the Supplier Management Solution by Zycus
focusing on the Primary and Secondary KPlIs that represented their pain-points. The

company was also given dedicated on-site training to fasten the feature adoption.

Results
e Increased Supplier Visibility: Focusing on Supplier Relations helped them to
automate the process and capture all the information about the suppliers

centrally.

e Improved Supplier recognition: The improved supplier relationships helped in
the identification of new suppliers and enhanced clarity in the decision making

pprocess.

e Improved Supplier Coordination: The suppliers were now categorized using

critical classification, which resulted in improved coordination among them.
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Contract Management
Picture this: a contract left unsigned, gathering dust, causing missed opportunities

and chaos. It's like leaving the front door wide open! The Contract Management
stage is the vigilant gatekeeper in the S2P process, ensuring every deal is watertight
and every clause is crystal clear. From crafting airtight agreements to catching
potential pitfalls before they trip you up, this stage is all about keeping things on
track and drama-free. Read on for more insights!

Goals
e Ensure Compliance: Ensure that all parties adhere to the agreed-upon terms
and conditions.

¢ Maximize Value: Extract maximum value from contracts through effective
terms negotiation and performance management.

e Reduce Risk: Minimize legal and operational risks associated with non-
compliance or poorly structured contracts.

e Enhance Visibility and Control: Improve transparency and control over contract
lifecycles and obligations.

Primary KPI's

Contract Compliance Rate
e The percentage of contracts that are fully compliant with agreed terms and
conditions without any financial or supplier-related risks.

e Levers: Risk measurement methods, stage of contract in lifecycle

Contract Cycle Time
e The time taken from contract initiation to finalization and signing.
e Levers: Negotiation time, Management review and flow of approval through

hierarchy

Contract Progress Index
e The percentage of contracts successfully progressing as per milestones and
obligations stated in them

e Levers: No. of milestones/obligations mentioned, Method of implementation

Savings from Negotiations
e The total savings achieved through negotiations, often measured against
the initial contract value.

e Levers: Cost Avoidances, Contract Renewal terms etc



Additional KPIs

Contractual Dispute Frequency
The number of disputes arising from contract terms within a given

period.

Contract Utilization Rate
The extent to which the contract terms are utilized, such as discounts or

service agreements to avoid

Contract Renewal Rate
A measure of how many contracts are pending to be renewed (which is

evaluated by its performance)

Best Practices to Achieve These KPIs

Implement Contract Management Software
Utilize software tools to automate contract creation, storage, and

monitoring, enhancing compliance and reducing errors.

Standardize Contract Templates
Develop standardized templates to streamline the drafting process and

ensure consistency in terms and conditions.

Regular Contract Audits
Conduct regular audits to ensure compliance and identify opportunities

for improvement or renegotiation.

Clear Communication Channels
Establish clear lines of communication between legal, procurement, and

operational teams to ensure alignment and clarity on contract terms.



Detailed Case Study:
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Situation

The organization wanted to initiate a holistic contract repository that tracks and
utilizes existing contracts with the company's growth. However, the existing ERP
system lacked the feature of scalability, which caused roadblocks in procurement

processes.

Task
The organization needed to streamline its contract management processes by
establishing an efficient contract management system to optimize the utilization of

existing contracts

Action
The organization implemented the Zycus' Contract management solution across its
business units which empowered them with workflow creation tools for faster

approvals

Results
¢ Reduced Cycle Time: The average Contract Cycle Time was reduced by 40%,

allowing for quicker project initiation and reduced bottlenecks.

¢ Improved Compliance: Powered by real-time alerts on contract performance,

renewal and expiry, the Compliance Rate increased significantly.

¢ Increased Contract Visibility: By focusing on the most important contract
documents, the organization had an enhanced stewardship, security, and

continuity around them
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Intake Management

So, you've nailed down those contracts, ensuring every clause is crystal clear and

every deal is rock solid. What's next? Enter the Intake Management stage, where
those meticulously crafted contracts come to life. Imagine the symphony of
procurement, where intake management is the maestro ensuring every note is
played perfectly. It's the stage where strategic plans are transformed into tangible
actions, transforming purchase orders into timely deliveries and maintaining a
seamless flow throughout the supply chain. Read on to know how this is achieved.

Goals
e Ensure Timely Delivery: Achieve on-time delivery of goods and services to meet

operational requirements.

e Optimize Inventory Levels: Maintain optimal inventory levels to avoid stockouts
and excess inventory.

e Enhance Supplier Collaboration: Foster strong commmunication and
collaboration with suppliers to address issues promptly.

¢ Improve Accuracy: Minimize errors in order processing to ensure efficiency and

Primary KPI's

On-Time Delivery Rate

accuracy.

Percentage of orders delivered on or before the scheduled delivery

date.

Order Accuracy Rate
Percentage of orders processed without errors in quantity, quality, or

specifications.

Al-Driven Demand Forecast Accuracy
Evaluates the accuracy of demand forecasts generated by Al
algorithms, helping to optimize order quantities and reduce stockouts

or overstock situations.

Sustainable Order Fulfillment Rate
Tracks the percentage of orders fulfilled through sustainable practices,
such as using eco-friendly packaging, green logistics, and minimizing

carbon footprint during transportation.



Additional KPIs

Order Exception Handling Time

Tracks the average time taken to resolve exceptions or issues that arise
during order processing, such as discrepancies or delays, ensuring quick
and effective problem-solving

Adaptive Inventory Replenishment Index

Evaluates the effectiveness of dynamic inventory replenishment
strategies that adjust based on real-time demand and supply conditions,
minimizing stockouts and excess inventory.

Order Transparency Index

Assesses the transparency and traceability of order transactions to
ensure secure and verifiable supply chain processes & prevent spurious
goods/items in the lot using blockchain technology.

Best Practices to Achieve These KPIs

Implement Automated Order Management Systems
Use digital tools to automate order processing, tracking, and reporting,
reducing manual errors and improving efficiency.

Standardize Order Processes
Develop and enforce standardized procedures for order creation,
confirmation, and tracking.

Enhance Supplier Communication
Establish clear communication channels and regular check-ins with
suppliers to ensure alignment and prompt issue resolution.

Regular Training and Audits

Provide ongoing training for procurement staff on order management
best practices and conduct regular process audits to identify and
address gaps.

Leverage Data Analytics
Use data analytics to monitor order trends, identify bottlenecks, and
make data-driven improvements to the order management process.
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Situation

The organization planned to automate their procurement processes and achieve
compliance across their departments. However, distorted data across the S2P cycle
due to the existing processes used and inconveniences in corelating the different
priorities between the procurement and IT department caused issues in order

mManagement stage.

Task
The client’s vision was to increase their efficiency and reduce their process time
with an integrated system for their procurement cycle. They planned on achieving

this by automating and centralizing the procurement process.

Action
The client partnered with Zycus that implemented a best-in-class P2P solution to
help them reduce their process time while automating and centralizing their

procurement cycle in a fully integrated system.

Results
e Improved Visibility: The procurement team had a higher visibility for the

organization’s requirements.

¢ Enhanced Order Accuracy: The Order Accuracy Rate increased by 15%, reducing

discrepancies and rework.

e Reduced Order Cycle Time: There was a significant reduction in discrepancies

due to the reduction in manual efforts which reduced the overall process time.
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Invoice Management

So, your orders have been flawlessly executed, hitting every note perfectly in your

procurement symphony. Now comes the grand finale: Invoice Management. Think
of it as the closing act where every financial detail needs to be spot-on to ensure the
entire performance gets a standing ovation. In this stage, meticulous order
management turns into precise payments, ensuring suppliers are happy, books are
balanced, and financial efficiency reigns supreme. Let's dive into the nitty-gritty of
invoice management.

Goals
e Ensure Payment Accuracy: Verify that all invoices are accurate and reflect the
correct amounts due for goods or services received.

e Optimize Cash Flow: Manage payment schedules to optimize cash flow and
working capital.

e Enhance Supplier Relationships: Maintain positive relationships with suppliers
through timely and accurate payments.

¢ Increase Efficiency: Streamline invoice processing to reduce manual effort and
errors.

Primary KPI's

Invoice Processing Time
Measures the average time taken to process an invoice from receipt

to payment.

Invoice Accuracy Rate
The percentage of invoices processed without errors or

discrepancies.

Payment Cycle Time

The total time from invoice receipt to payment execution.

Dispute Resolution Time

The average time taken to resolve invoice-related disputes.



Additional KPIs

Touchless Invoice Processing Rate
Evaluates the percentage of invoices processed without any manual

touchpoints, reflecting the efficiency of automated invoicing systems.

Digital Signature Utilization Rate
Measures the percentage of electronic invoices that utilize digital

signatures for authentication and security.

Green Invoice Score
Assesses the environmental impact reduction achieved through the use
of electronic invoicing, such as paper savings and reduced carbon

footprint.

Best Practices to Achieve These KPIs

Implement Automated Order Management Systems
Utilize digital invoicing systems to automate invoice receipt, verification,
and processing, reducing manual effort and errors.

Standardize Invoice Procedures
Develop and enforce standardized procedures for invoice handling and
matching.

Enhance Data Accuracy
Use advanced data verification tools to ensure accuracy in invoice
processing.

Foster Clear Communication
Maintain open communication channels with suppliers to promptly
address and resolve any invoice discrepancies.

Regular Training and Audits
Provide ongoing training for staff involved in invoice management and
conduct regular audits to ensure compliance and efficiency.
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Situation
The organization mostly had manual processes In handling the invoices, leading to

longer procurement cycle times.

Task
They needed to optimize its invoice management process using automation to
eliminate manual processes in handling AP invoices to improve accuracy and

efficiency.

Action

The company partnered with Zycus to implement the e-Invoicing solution powered
by Merlin A.l. with Invoice Extraction BOT. Key KPIs such as Invoice Processing Time,
Invoice Accuracy Rate, and Payment Cycle Time were closely monitored and

analyzed.

Results
¢ Reduced Processing Time: There were 600 invoices generated within the first
60 days post go live and an overall 75% of the invoices were processed by the

Merlin Al solution.

e Cost reductions: The organization was able to process invoices worth over $4

Million and achieved a reduction of 62% in cost per invoice.
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KPIs Snapshot: Traditional meets New-age

S2P Stage

Traditional KPIs

Additional KPIs

Cost Savings
Percentage

Digital Sourcing
Adoption rate

Sourcing Total-cost of ownership Al Sourcing Efficiency
Time taken to Source Circular Procurement
Index
Supplier Performance Reverse Logistics
Scorecard Capability Index
Supplier Supplier Support & Supplier Relationship
Management Assistance Index Satisfaction Score
Supplier Risk & Supplier Collaboration
Transparency Index Index
Contract Compliance Contractual Dispute
Rate Frequency
Contract Contract Cycle Time Contract Utilization
Management Contract Progress Index Rate
Savings from Contract Renewal
Negotiations Rate
On-Time Delivery Rate Order Exception
Order Accuracy Rate Handling Time
Intake Al-Driven Demand Adaptive Inventory
Management Forecast Accuracy Replenishment Index

Sustainable Order
Fulfillment Rate

Order Transparency
Index

Invoice & Doc
Management

Invoice Processing Time
Invoice Accuracy Rate
Payment Cycle Time
Dispute Resolution
Time

Touchless Invoice
Processing Rate
Digital Signature
Utilization Rate
Green Invoice Score




Conclusion: Charting the Future of
Procurement KPIs

As we wrap up our journey through the essential KPIs of the Source-to-Pay (S2P)
process, it's clear that the procurement landscape is evolving at a breakneck pace.
From the meticulous planning in sourcing to the strategic nurturing of supplier
relationships, from the vigilant oversight in contract management to the flawless
execution in order management, and finally, to the precision of invoice
Mmanagement, every stage is underpinned by KPIs that drive efficiency, innovation,

and resilience.

KPI tracking is not just about keeping score; it's about setting the tempo for a
symphony of strategic procurement excellence. With advancements like All,
blockchain, and sustainability, the focus is shifting towards real-time data,
predictive analytics, and seamless digital integration. These innovations are
transforming how we measure success, making KPIs more dynamic, actionable,

and aligned with broader business objectives.

So, as we steer our procurement ship into the future, let's embrace these cutting-
edge KPls as our compass. They not only illuminate the path to operational
brilliance but also ensure we stay agile, sustainable, and ahead of the curve. The

future is bright, and the adventure is just beginning!
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““e== DEEP VALUE PROCUREMENT.

Zycus, recognized by Gartner and
Forrester as a leader in procurement
technology, empowers teams to unlock
deep value through its comprehensive
Source-to-Pay (S2P) solutions. At the
heart of our S2P solution is the Merlin
Agentic Platform, which orchestrates
intelligent Al agents to deliver simplified,
efficient, and compliant processes.

The Merlin Intake Agent offers business
users unparalleled ease of use, increasing
adoption rates and significantly reducing

Merlin Agentic
Platform
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non-compliant spending. For N Meriin Intake
procurement teams, Merlin Autonomous A
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autonomously, securing additional
savings, Merlin Contract Agent helps draft
compliant contracts and reduces risks by
actively monitoring them, and the Merlin
AP Agent further enhances efficiency by
automating invoice processing with
exceptional speed and accuracy

2ycus Data Core

With the flexibility and autonomy of Merlin Al agents, teams can seamlessly guide workflows or
delegate routine tasks for autonomous execution. Uncover the full depth of value and achieve
procurement excellence with Zycus' Al-powered S2P solutions.
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