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AMPLIFA PROCUREMENT GLOSSARY

Price deviation workflow: systematically
resolving price differences in the
procurement process
The price deviation workflow refers to the defined process by which companies systematically

capture, assess and resolve price and cost differences between the quotation/purchase order price

and the invoice amount. It is a central component of the Procure-to-Pay (P2P) process and

prevents deviations from leading to unnecessary payment blocks, disputes or losses. A clearly

defined procedure reduces processing costs and strengthens the negotiating position towards

suppliers.

Key facts
• A price deviation workflow governs the review and resolution of differences between purchase order,

quotation and invoice prices.

• Typical triggers are price adjustments, missing framework agreements, volume discounts,

surcharges or capture errors.

• In practice, a tolerance band is often applied within which invoices pass through without approval.

• Responsibilities, escalation levels and deadlines should be documented as binding.

• Resolution should ideally take place before payment release, not retrospectively.

• Analyses of the deviations provide valuable procurement metrics for contract negotiations and

supplier evaluations.

Definition: price deviation workflow
The price deviation workflow is a rule-based resolution process for price differences along the purchase

order and invoice process. It defines who identifies, assesses, escalates and ultimately approves

deviations.

Distinction from quantity and schedule deviations

Price deviations concern the unit price or cost position and must be distinguished from quantity

deviations (delivered vs. ordered quantity) and from schedule deviations. While quantity and schedule

issues are often linked to goods receipt and delivery date commitments, the price workflow focuses on

cost transparency and contract compliance. In practice, all three types of deviation ideally converge in a

shared deviation management process, but are analysed separately by cause.

Position within the Procure-to-Pay process

The workflow typically sits between purchase order, goods receipt and invoice verification within the

Procure-to-Pay (P2P) process. Without a clear price workflow, there is a risk that invoices are blocked,

manually reworked or overlooked. A structured procedure creates traceable responsibilities and

prevents price differences from only surfacing during year-end or cost reviews.
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Causes of typical price deviations
Price differences rarely arise from bad intent, but mostly from unclear master data, contract gaps or

communication-related errors. Knowing the most common causes is a prerequisite for effective

prevention.

Master data and contract causes

Frequently, prices are missing from the purchase order master data, expired framework agreements

have not been renewed or price increases have been agreed but not recorded in the system. Incomplete

material master records or a low classification rate in the article and material group structure also lead

to purchase orders being placed without a reference price. Every such purchase order is a potential

trigger of a price deviation.

Operational causes

Operationally, deviations arise from changed surcharges, miscalculated logistics costs, early payment

discount terms differing from those agreed, currency fluctuations or capture errors in the supplier portal.

Express-related transport costs that were not ordered, or line items from urgent purchase orders without

a price check, are also typical sources. Less frequently, the underlying cause is a deliberate attempt to

raise prices with which the supplier is testing the waters.

Methods and procedure in the price deviation workflow
An effective workflow follows a fixed procedural pattern: identify, assess, resolve, decide, document. The

degree of automation varies depending on the ERP and financial accounting landscape.

Tolerance bands and review thresholds

In practice, percentage or absolute tolerance bands are frequently defined – for example, differences up

to a low single-digit percentage or a small absolute amount per line item pass through automatically,

while larger differences block the invoice. The thresholds should be differentiated by material group and

criticality: for A-parts and framework agreement line items, stricter limits make sense than for C-parts.

Tolerances that are too tight create a high manual workload, while tolerances that are too wide have no

steering effect.

Escalation and resolution levels

The workflow defines escalation levels with clear responsibilities: the operational buyer resolves the

issue in initial contact with the supplier; if no agreement is reached, the category buyer or the contract

negotiation level takes over; in the event of a dispute, executive management or a central approval

authority decides. Each level should have a deadline, for example resolution within a few working days,

so that no invoice remains unprocessed for weeks. Linking to the sourcing project and supplier

management ensures that recurring deviations are addressed in supplier meetings.

Documentation and traceability

Every deviation and its resolution must be documented in an audit-proof manner: cause, affected line

item, decision, person responsible and completion date. This documentation forms the basis for

follow-up claims, credit notes and internal analyses. It also serves as evidence towards external auditors

and, for particular types of deviation – for example where they are linked to supplier or compliance

issues such as the Control of Nonconforming Product or supplier sanctions screening – forms part of
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the compliance documentation.

Key KPIs in price deviation management
Without measurement, the workflow remains a well-intentioned paper construct. Procurement metrics

show where deviations arise and whether preventive measures are taking effect.

Metrics for volume and magnitude

Key metrics are the number of deviating line items in relation to all invoice line items, the relative value

of the price differences as a share of procurement volume, and the cycle time from deviation report to

resolution. In addition, an analysis by supplier and material group shows whether deviations occur

systematically. Spend Analytics provides the foundation here, as it aggregates the differences across

categories and suppliers.

Metrics for process quality

Process-related metrics include the proportion of deviations resolved automatically, the rate within the

tolerance band, the rate of open deviations older than a defined period (e.g. over 14 days) and the

proportion of recurring deviations from the same supplier. These figures can be readily combined with

other P2P metrics such as goods receipt cycle time in order to identify bottlenecks in the overall

process.

Risks and controls in the price deviation workflow
An incomplete workflow creates operational, financial and compliance risks. Controls must address

these risks preventively and reactively.

Financial and operational risks

Without controls, overcharged invoices may be paid unnoticed, early payment discount deadlines may

expire or payment surcharges may arise. Blocked invoices strain the supplier relationship and can – for

example with critical material – even trigger supply stoppages if the supplier points to open amounts.

Delivery tracking also frequently suffers, as goods are waiting on invoice resolution.

Compliance and control risks

Price differences can indicate fraud, manipulation or unauthorised surcharges – especially with manual

approvals lacking segregation of ordering and approval. Controls such as segregation of duties

(four-eyes principle), random sampling and analysis of anomalies by supplier and processor are

therefore standard. For sensitive supply relationships – for example with raw material suppliers with a

Conflict Minerals connection or heightened sustainability requirements such as Science Based Targets

– the price review should be embedded in a broader supplier compliance framework.

Current developments: automation and data-driven approaches
The trend is towards rule-based, partially AI-supported workflows that classify deviations automatically

and make suggestions. Human decision-making concentrates on the genuine resolution cases.

Automation via supplier portals

Digital supplier portals and OCR-based invoice capture significantly shorten the path between capture
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and resolution. Deviations are identified during the capture process and reported immediately to the

responsible buyer, instead of only surfacing in financial accounting. As automation grows, however, the

demands on data quality increase: without clean material master records and a high classification rate,

comparison prices against which deviations can be measured are lacking.

Integration into strategic supplier management

Price differences are not only an operational disruption but also a signal for strategic action: frequent

deviations from a supplier point to missing contracts, unclear pricing models or a weak negotiating

position. Analyses are therefore increasingly incorporated into the Supplier Segmentation Matrix,

Category Vision processes and the sourcing wave plan. A pilot project with suppliers to introduce

electronic invoicing interfaces or harmonised price lists is also frequently derived from insights gained

from the price deviation workflow.

Typical metrics
Proportion of deviating invoice line items: < 2 %
typical benchmark for mature P2P processes; lower is better

Resolution time per deviation: < 5 working days
prevents loss of early payment discounts and blockages in the payment run

Proportion of deviations resolved automatically: > 70 %
frequently achievable with a digitalised workflow; a high value relieves procurement

Value of price deviations: < 0.5 %
relative to procurement volume; an indicator of master data and contract quality

Practical example
A medium-sized mechanical engineering company with around 150 suppliers repeatedly registered

price differences between purchase orders and invoices without any defined resolution process being in

place. Invoices were sometimes discovered weeks later, early payment discount deadlines had expired,

and accounts payable queried procurement in brief ad-hoc requests. The company thereupon

introduced a price deviation workflow with tolerance bands, clear escalation levels and weekly reporting.

• Definition of percentage and absolute tolerance bands per material group and criticality

• Binding deadlines and responsibilities for three escalation levels up to executive management

• Weekly reporting of open deviations by supplier and cause as procurement metrics

• Integration with the supplier portal for early detection at the point of invoice capture

Conclusion
A price deviation workflow is not merely an accounting instrument but a central lever for cost certainty

and process quality in procurement management. It prevents unjustified payments, shortens resolution

times and creates transparency over systematic weaknesses in contracts and master data. The greatest

lever lies in prevention: clean framework agreements, well-maintained master data and early alignment

with suppliers. Companies that consistently analyse deviation data gain valuable arguments for

negotiations and for strategic supplier selection. The prerequisite is a transparent process with clear

responsibilities, thresholds and deadlines.
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Frequently asked questions

What is a price deviation workflow?

A price deviation workflow is a defined process for identifying, assessing and resolving price differences

between purchase order, quotation and invoice. It establishes tolerance bands, responsibilities,

escalation levels and deadlines. Its aim is to resolve price differences quickly and in an audit-proof

manner before payments are released.

Which tolerance bands are common in the price deviation workflow?

In practice, percentage limits in the low single-digit range or small absolute amounts per line item are

commonly used. The exact values depend on the material group, line item value and criticality. For

framework agreement or A-part line items, stricter limits are usual than for C-parts.

Which metrics are measured in price deviation management?

Key metrics are the proportion of deviating line items out of all invoice line items, the relative value of the

differences as a share of procurement volume, the resolution time and the proportion of recurring

deviations per supplier. In addition, the proportion of line items processed automatically and the rate of

open cases are measured. These figures can be combined with other procurement metrics.

When should a price deviation be escalated?

Escalation is appropriate when the operational level cannot reach an agreement with the supplier,

deadlines are exceeded or the difference exceeds the defined threshold. Recurring deviations from the

same supplier should be escalated to supplier management regardless of the individual case. The

escalation levels and thresholds should be documented as binding within the workflow.

How can the number of price deviations be reduced?

The most effective lever is prevention: up-to-date framework agreements, well-maintained price master

data, a high classification rate and clear communication channels for price adjustments. Automation via

supplier portals identifies differences as early as the capture stage. Regular analyses of the causes of

deviations show where structural improvements are needed.


