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AMPLIFA PROCUREMENT GLOSSARY

Procure-to-Pay (P2P): The End-to-End
Procurement and Payment Process
Procure-to-Pay (P2P) describes the end-to-end process from requirement identification through

ordering to invoice processing and payment. The term is often used synonymously with

Purchase-to-Pay and covers all operational steps of procuring materials and services. A structured

P2P system lowers process costs, improves data quality and creates transparency over quantities,

prices and suppliers. For technical buyers in DACH industry, P2P is therefore a central building

block of an efficient procurement organisation.

Key facts
• Procure-to-Pay covers the entire operational procurement cycle from purchase requisition to

payment.

• Core steps are requirement identification, ordering, goods receipt, invoice verification and payment

processing.

• Three-way matching between purchase order, goods receipt and invoice is the central control

instrument.

• In practice, digitalised P2P processes typically reduce processing costs per order significantly.

• P2P is operational and differs from strategic disciplines such as sourcing or supplier development.

• Interfaces exist, among others, to supplier master data maintenance, inventory management and

accounting.

Definition: Procure-to-Pay (P2P)
Procure-to-Pay (P2P) denotes the standardised end-to-end process of operational procurement: from

identifying the requirement through order processing to goods receipt and the final payment of the

supplier. The process forms the interface between procurement, goods receipt, quality assurance,

accounting and treasury.

Distinction from Strategic Procurement Processes

P2P is the operational implementation level of a company's procurement policy. While strategic sourcing

sets the framework conditions through awards, price negotiation in the award process and preferred

supplier policy, P2P ensures their error-free and cost-efficient implementation in day-to-day business.

Clearly defined procurement policies are incorporated as rules into ordering and approval workflows, for

example approval thresholds or permitted suppliers.

Synonyms and Related Terms

The term Purchase-to-Pay is used almost identically in practice; some models additionally separate out

the procure-to-order stage. P2P is distinct from Source-to-Contract, the process of supplier selection

and contract design. However, the two processes interlock: framework agreements and conditions from

sourcing are automatically applied to individual orders in the P2P process.
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Process Steps: The Typical P2P Workflow
An end-to-end P2P process generally follows a fixed sequence of steps which differ in detail depending

on the company and ERP landscape, but whose logic is largely standardised. The most important

stages can be grouped as follows.

Requirement Identification and Purchase Requisition

The starting point is requirement identification – either planned via planning horizons and a consensus

forecast from sales and production planning, or demand-driven through individual requisitions from

specialist departments. The purchase requisition contains material number, quantity, requested date and

frequently technical specifications. For long-lived series parts, traceability is also part of this, for example

the requirement to carry forward known batch number relationships when demand arises. Approval

workflows check budget, authorised suppliers and compliance with procurement policies.

Purchase Order and Transmission of the Purchase Order

The purchase order is generated from the approved purchase requisition. Ideally this is done against a

framework agreement that firmly stores prices, delivery terms such as CIF or Incoterms generally and

payment terms. The purchase order is sent – frequently electronically via EDI or a catalogue portal – to

the supplier, who ideally confirms it with an order confirmation. Deviations in quantity, price or delivery

date are clarified before delivery to avoid subsequent friction losses.

Goods Receipt, Inspection and Invoice Processing

At goods receipt, the delivery is recorded by quantity and matched against paperwork such as packing

list and delivery note. Quality assurance carries out incoming inspections depending on the inspection

stage; incoming quality is documented and feeds into supplier classification. For critical components,

quality assurance instruments such as a Certificate of Conformity or documented approvals following

the PPAP pattern accompany the delivery. Only after three-way matching – purchase order, goods

receipt, invoice – is the invoice released for payment.

Key KPIs in the Procure-to-Pay Process
P2P can be managed with a manageable number of KPIs. These should be collected regularly and

translated into improvement measures through lessons-learned reviews.

Process Costs and Cycle Times

The cost per purchase order and the cycle time from requirement to purchase order show the efficiency

of order processing. In practice, costs per order in manually processed processes are often in the

double-digit euro range and typically fall significantly through catalogue ordering and EDI connections.

The proportion of fragmented orders or change orders are also meaningful early indicators of process

weaknesses.

Invoice and Quality Metrics

Key metrics are the proportion of invoices processed without issues, invoice cycle time and the

proportion of credit memos. On the supplier side, incoming quality, delivery reliability and complaint

rates reflect process quality and feed into supplier classification. Those who use KPIs systematically can

use cost driver analysis to determine which disruptions in the process cause the greatest effort –

typically these are complaints, price discrepancies and missing order confirmations.
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Risks, Controls and Legal Aspects
The P2P process is a core area of internal control, as it triggers cash flows. Errors or misuse lead

directly to financial losses and audit findings.

Compliance, Segregation of Duties and Approvals

The underlying principle is segregation of duties: whoever places orders may not simultaneously post

goods receipts or release invoices. Amount- and risk-dependent approvals, blacklists and whitelists as

well as the obligation to use approved suppliers from the preferred supplier policy reduce erroneous

orders and circumvention transactions. Regular process audits and cycle counting in the warehouse

additionally ensure that system stock and physical reality match.

Typical Weak Points in Day-to-Day Business

Common risks are orders without a framework reference, missing order confirmations, subsequent price

changes and unclarified complaints about deliveries. A structured claims management organisation

ensures that defects are systematically documented, deadlines are met and recourse claims are

pursued. Tax and accounting questions – for example regarding deductibility or invoicing obligations –

should be clarified on a case-by-case basis with tax advisers or auditors.

Current Developments: Digitalisation and Automation in P2P
The P2P process is one of the most strongly digitalised workflows in procurement. Catalogue systems,

electronic invoicing, EDI and increasingly AI-supported invoice recognition are displacing manual

processing.

Automation and Intelligent Matching

Modern systems match invoices automatically against purchase order and goods receipt and release

position-level matches for payment without manual checking. In practice, companies thereby often

achieve a high proportion of touchlessly processed invoices. AI-supported extraction of even

unstructured invoices further reduces the remaining effort and accelerates discount utilisation and cash

management.

Integration into Larger Process Chains

P2P is increasingly integrated into planning and sustainability processes. Procurement data feeds

quality and evidence documentation up to recyclability assessment of materials and documentation of

recycling rates. Sound product costing also benefits from clean P2P data, as actual prices and

quantities from the process provide realistic baseline values. When outsourcing complete assemblies or

services, the P2P process is additionally extended to include specifications and acceptance processes.

Typical metrics
Processing cost per purchase order: typically EUR 30–80 manual, lower when digitalised
Benchmark figure; depends on complexity and degree of automation

Proportion of touchless processed invoices: > 70 %
achievable in practice with a mature digital P2P process

Cycle time from requirement to purchase order: < 3 working days
target value for standardised catalogue and framework orders
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Proportion of credit memos: < 2 %
indicator of the cleanliness of the goods receipt and invoice process

Practical example
A mid-sized mechanical engineering company with around 400 employees previously processed orders

and invoices predominantly on paper. Invoice discrepancies were often only discovered weeks later, and

supplier evaluations were based on individual experiences rather than system data. The company

introduced a digitalised P2P process with catalogue ordering, three-way matching and automated

invoice release.

• Uniform purchase requisition with mandatory fields and role-based approvals by budget

• Connection of the most important suppliers via EDI including order confirmation matching

• Automatic three-way matching with defined tolerance thresholds for quantity and price

• Monthly KPI review with lessons-learned derivation for process and supplier management

Conclusion
Procure-to-Pay is the backbone of operational procurement, connecting procurement, goods receipt,

quality and financial accounting in one controlled process. Companies that consistently standardise and

digitalise P2P benefit from falling process costs, shorter cycle times and reliable master data. The KPIs

from the process also provide an objective basis for supplier evaluation and negotiation. A clear

distinction from strategic procurement and a segregation of duties are important. Those who understand

P2P as a continuously improved end-to-end process create the foundation for reliable, compliant and

cost-efficient procurement in an industrial environment.

Frequently asked questions

What does Procure-to-Pay mean?

Procure-to-Pay (P2P) denotes the complete operational procurement process, from identifying

requirements through ordering to goods receipt, invoice verification and payment. It is the operational

counterpart to strategic procurement. The term Purchase-to-Pay is often used synonymously.

Which process steps does Procure-to-Pay comprise?

Typical steps are requirement identification, purchase requisition and approval, purchase order, order

confirmation, goods receipt with quality inspection, invoice verification via three-way matching and finally

payment. Each step generates data that can be used for KPIs and supplier evaluation.

What is the difference between Procure-to-Pay and Source-to-Contract?

Source-to-Contract covers strategic sourcing: demand consolidation, award, price negotiation and

contract conclusion. Procure-to-Pay covers the subsequent operational processing of individual orders

and payments. The two processes are interlinked, as framework conditions from sourcing are applied in

the P2P process.

Why is three-way matching important?

Matching purchase order, goods receipt and invoice ensures that payment is only made for quantities

actually ordered and delivered at the agreed price. It prevents duplicate and erroneous payments as well

as unauthorized invoices. In audit-relevant companies it is a standard control instrument.
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What benefits does a digitalised P2P process deliver?

Digitalisation lowers the processing cost per order and invoice, shortens cycle times and improves data

quality. Automated matching relieves staff, and early payment discount periods can be utilised reliably. In

addition, systematic data is generated for supplier evaluation and costing.

When is it worthwhile for SMEs to implement a P2P system?

In practice, P2P solutions often pay for themselves when order volumes, the number of suppliers and

the invoice count make manual handling uneconomical. Looking at return on investment through

process cost savings and early payment discount utilisation helps with the decision. A clean master data

foundation is an essential prerequisite.


