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Introduction

Business processes in the healthcare industry often involve more complexity and risk than in other sectors. Hospital 
accounts payable (AP) teams handle a large volume of payment requests for direct spend which refers to goods and 
services that are directly incorporated into a product or service provided to patients (medication, implants, hardware 
components etc.), and indirect spend which refers to goods and services that are not directly incorporated into a 
product or service (expense items such as office supplies, legal fees, utilities etc.). Upon receipt, invoices must often 
be manually routed through a diverse range of approvers in different parts of the business, which can be a complex, 
lengthy process. In addition, hospital AP requires a great deal of accuracy in order to keep sensitive information 
secure, and costs down.

AP refers to the entire process by which organizations pay for goods and services, from the receipt of the goods 
to the processing and payment of the vendor invoice. In an effort to reduce costs and improve efficiency, leading 
organizations are implementing AP automation solutions and streamlining their back office functions.

This white paper serves as a guide for finance leaders on the drivers for implementing AP automation and the value 
it adds to the hospital supply chain. It summarizes the issues that hospitals are faced with, and the benefits that 
AP automation has delivered to a range of organizations, including reduced costs, increased visibility, improved 
efficiency in AP processes, and enhanced vendor management. The paper highlights the ways in which AP 
automation can be integrated with existing hospital finance, procurement, and supply chain systems, and ensure 
tangible results including:
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Fig 1. Results that hospitals typically achieve with AP automation



Why consider AP automation in hospitals?

Finance teams in hospitals are faced with ever-increasing regulations and costs make business processes in this 
industry complex, time-consuming, and prone to error. In addition, hospitals often have diverse and complicated 
IT environments, with no single technological platform for the disparate systems. This, along with the use of slow, 
aging legacy systems drives the demand for a single solution to replace inefficient manual processes, achieve cost 
savings, and improve performance. Hospitals often experience the following key issues that can be addressed with 
AP automation.

 Vendor management
  Vendor management is an area where hospitals often struggle. This is due to the lack of structured tools  

    within the finance system to efficiently and accurately on-board new and manage existing vendors. 
Simple requirements, such as ensuring that all vendors are compliant with tax clearances, industry 
certifications, insurances, and other buyer-specific policies, are typically managed externally from the 
finance system using offline, manual processes. Likewise, vendor contract renewals and other vendor 
updates are often handled in a similar manual fashion.

 Managing invoices from multiple sources
 Hospitals that have a large vendor base can expect to receive invoices in multiple different formats  
 including paper, email, PDF, XML, and EDI. In a manual environment, this can pose issues at the   
 capture stage, and later in the matching, approval, and payment stage. As many finance systems do not  
 accept invoices in various formats, invoice data needs to be manually keyed in. This can be time-  
 consuming and costly for an organization, leading to delays in the payment of invoices and a lack of 
 visibility over accruals. Furthermore, as there is no central place of capture for invoices, there is no   
 visibility over whether or not an invoice has been previously processed and paid, which can result   
 in processing duplicate invoices.

 Duplicate invoices
  One challenge faced by many hospitals is duplicate invoices and duplicate payments. In AP departments 

with no automation, manual processing naturally results in human inefficiencies and inconsistent invoice 
handling processes. From a vendor point of view, there is no visibility over whether or not an invoice 
has been received, approved, or paid, which often leads to vendors submitting invoices multiple times 
(by post, EDI or email) in an effort to get paid more quickly. Since there are no reliable ways to detect 
duplicate invoices in a manual environment, AP teams end up duplicating their effort to process these 
invoices and in some cases ultimately making duplicate payments which result in lost revenue and require 
further effort to remedy.
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 Invoice matching complexities
 A major challenge for finance professionals in hospitals is resolving invoice matching errors and handling  
 exceptions. In a manual environment where invoice matching relies on paper and people, matching a  
     PO to the invoice received can be a time-consuming task. In addition to the length of time the AP team  
 spends trying to resolve differences, the approval process is also delayed. While these exception invoices  
 are on hold and cannot be approved for payment until they are resolved, the hospital may potentially fail  
 to comply with the payment terms agreed with vendors. The delays in payment may also damage the  
 hospital’s relationships with its vendors. 
 
 Different processes for direct & indirect spend
   In hospitals, the direct and indirect spend environments are often separated by different systems, or 

by different AP teams. This separation of processes for direct and indirect spend results in unnecessary 
complexity, duplication of resources and a lack of visibility of overall spend. Invoices for direct spend goods 
are typically received in e-mail, EDI, or XML formats, while indirect spend invoices are received in e-mail, 
paper, or PDF formats.

      Dedicated procurement systems typically exist within hospitals for direct spend and while these systems 
may automate the creation and approval of purchase orders (PO), organizations ultimately rely on manual 
processes to complete the remaining AP steps including invoice capture, matching, and posting for 
payment. Furthermore, these systems manage direct spend and do not automate the procurement for 
indirect spend goods and services. As a result, hospitals have no single view over both direct and indirect 
spend, and rely heavily on manual processes for the procurement stage for indirect spend.

Fig 2. Procurement & AP processes for direct and indirect spend separated by manual & semi-automated workflows
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 Lack of central control & overall visibility
      Due to the different processes for direct and indirect spend, procurement and finance teams are left to 

manually complete all steps for procurement for indirect spend and invoice processing for total (both 
direct and indirect) spend. These manual processes are inefficient, slow, and uncontrolled, with a high 
number of touchpoints. This drives up the costs involved in processing an invoice, and increases the 
risk of human error. It makes it difficult to manage spend, which is often non-PO based or off-contract. 
Furthermore, there is little or no accountability and auditability, making it difficult to prevent maverick 
buying and non-adherence to company spend policies.

  With manual processes, finance teams have no immediate visibility over how the company is performing  
  against the vendor contract (how close they are to the spend threshold in order to qualify for rebates and  

  discounts) and conversely, they have no visibility over how the vendor is performing. For example, if a 
vendor does not comply with the pricing terms stated in the contract, the finance team does not know 
unless they manually check after the invoice has been received, and by this stage they may have been 
subjected to excessive charges. If a finance team has visibility over on-contract spend, they can make 
informed decisions on when – and from which vendor – to buy in order to meet spend thresholds and 
qualify for discounts.

The AP solution for hospitals
The modern challenges prevalent in hospitals can be addressed by reassessing manual processes which are likely 
to be inefficient, and replacing them with improved, best practice ones. The AP solution automates the invoice 
capture, matching, routing, approval, and payment steps, allowing the finance team to reduce processing times, 
secure early payment discounts, and reallocate AP employees to more strategic tasks.

Fully automated AP processes
   AP automation provides a single system for processing all invoices through a structured workflow with  
 automated matching and built-in approval logic. This ultimately enables the touchless processing of  
 invoices and focuses AP teams on only handling invoices with exceptions.

 Invoices can be captured in any format including paper, XML, PDF, and EDI, using intelligent character  
 recognition (ICR). Finance teams can accept invoices electronically from sophisticated vendors using  
 XML/EDI or, for other vendors, they can also automate the processing of invoices received by paper, email,  
 PDF, or submitted through an online vendor portal. Vendors can track the status of submitted invoices via  
 the portal, providing them with visibility over whether invoices have been received, processed, approved  
 or paid.

 
 



 Integrated direct and indirect spend processes
 Segregated AP teams for direct and indirect spend can be consolidated and manual paper-based   
 processes and spreadsheets are replaced with structured and controlled processes. AP automation  
 integrates with existing procurement systems for direct spend, manages the procurement for indirect  
 spend, and automates the remaining AP steps for all payable invoices. This allows both direct and indirect  
 spend to be automated by one solution, eliminating the need for two separate AP processes, and two  
 separate AP teams (as illustrated in Fig 3). 
 
 

 

 Complete visibility over spend
 The AP automation solution allows organizations to control buying from approved vendors and preferred  
 catalog product listings only. Management can enforce strict ‘No PO, No Pay’ policies and gain full visibility  
 over what is being purchased. AP automation solutions work seamlessly with finance systems and the  
 disparate supply chain systems that typically exist in hospitals, and provide a single view over total spend.

 Enhanced reporting capabilities
 Automated invoice processing enables finance teams to only handle invoices by exception and to   
 prioritize by key criteria such as value, early payment discounts, aging, etc. Advanced analytics also provide  
 finance leaders with the necessary dashboards to project operational and financial metrics such as  
 processing times, FTE productivity, approver performance, invoice accruals, and vendor performance.

6

Fig 3.  Procurement & AP Procurement & AP automation for both direct and indirect spend



 In hospitals that operate manual financial processes, there is no visibility over on- and off-contract   
 spend amounts. As such, finance teams cannot see how close they are to spend thresholds in order  
 to qualify for discounts and rebates. AP automation provides a central repository for all invoices (for direct  
 and indirect goods), making it easy to monitor spend levels (both total amounts and amount per vendor),  
 and track required spend thresholds, and discounts/rebates that the hospital is entitled to.

 In addition, AP teams can generate a spend report from the AP automation system, detailing information  
 on on-contract and off-contract spend, offering visibility over spend rates per vendor. This visibility over  
 all vendors ultimately enables finance teams to make informed decisions: to consider early payment 
 discounts, to strategically buy from preferred vendors, and to schedule payments in order to  meet  
 spend thresholds. The solution also facilitates full visibility over pending payments, allowing   
 management to make informed decisions on when to pay invoices in order to maintain a steady cash  
 flow.

 Vendor Portal 
 In addition, AP automation incorporates a self-service vendor portal, allowing vendors to submit   
 compliance details, including legal information (for example, anti-bribery and corruption (ABC)   
 and anti-money laundering (AML)) and tax documents (such as W8/W9 forms) required to validate   
 vendors. This significantly reduces vendor management and vendor on-boarding time and costs.

 This simplified vendor on-boarding ensures that hospitals only buy from approved and compliant vendors.  
 By streamlining the on-boarding process and significantly reducing the volume of vendor queries, more  
 time is freed up for the finance team to focus on higher value work. The vendor portal provides   
 transparency, speed, and improved productivity that cannot otherwise be achieved using manual   
 processes.
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How does AP automation work?

AP refers to the entire process by which organizations pay for goods and services, from the receipt of the goods to 
the processing and payment of the vendor invoice. Successful organizations are modernizing their AP processes by 
automating each of the steps involved. AP automation can be achieved by transforming the following tasks: 

 All types of invoices including paper (using intelligent character recognition (ICR)), PDF, fax, EDI, XML,  
 and email can be automatically captured in the system. Touchless processing for most invoices through  
 capture, matching and approval means only exceptions need to be handled by AP team members. Other  
 automated checks trap problems such as duplicate invoices, missing PO numbers, and unregistered  
 vendors at source before they cause bigger problems and more work downstream.
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 Automated 2-, 3- or 4-way matching of POs, invoices, GRNs, and quality control documents, eliminates  
 manual paper-based processing, which typically results in the straight-through processing of up to 80% of  
 all invoices.

 Approval automation allows for invoices to be routed electronically to the right person, reducing   
 approval times. Complex rules based on roles, hierarchies, product type, and varying approval limits  
 can be configured to ensure adherence to company spend policies. Sophisticated workflow   
 automation not only enables approval routing within a single entity, but also across multi-entity   
 organizations. Approvers can also access their queues via mobile devices, enabling approvals on the go.

 

Fig 4. Framework for AP automation 

 Seamless interoperability between the AP system and an organization’s finance and/or procurement  
 system ensures full visibility of the end to end AP process along with a complete audit trail for every  
 transaction. Information such as master data, accounting data, budgets, and exchange rates can be easily  
 shared between the systems, replacing the need to perform tasks manually.

  KPI dashboards and reporting analytics enable finance leaders to continuously monitor and improve  
 the operational AP processes while also delivering timely and accurate month end reporting. Reports  
 are easily generated by the AP automation solution, allow management to monitor key metrics such as  
 invoice processing times, FTE productivity, invoice accruals, contract compliance, and vendor   
 performance.
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Integration methods

The integration method refers to the ways in which the AP system and existing procurement, finance, or supply 
chain systems transfer PO and invoice data between each other. Different data formats, including CSV, XML, EDI, SQL 
views or stored procedures, may be used by each system or for each step in the AP process. There are a number of 
dedicated adapters that enable the systems to exchange this data, including: 

	 •	 File	exchange	via	SFTP

	 •	 SQL	direct	integration		

	 •	 Web	Services	Security	(WSS)

	 •	 RESTful	API

	 •	 JSON

Fig 5. Data transferred between existing & AP automation systems (with optional indirect procurement) 
via one of the integration methods
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Customer reference

“SoftCo AP took away all of the useless 
activity. It allows us to do real finance work; 
instead of someone manually keying in data 
it’s captured automatically.”

Nashville	General	Hospital	 at	Meharry	 (NGH) has provided 

quality healthcare to the Nashville community for 125 years. NGH 

chose SoftCo AP to better manage its incoming invoices, improve 

invoice approval times, achieve better visibility and control, and 

integrate with its existing systems.

Prior to deploying SoftCo AP, the finance team at NGH were 

processing all incoming invoices manually, which were stored 

in drawers and boxes, resulting in a lack of central control and 

visibility over finance activities and security for invoices. 

SoftCo AP enabled the finance team to gain full control over spend, visibility over invoices, and ensure compliance 

with vendor contracts. It eliminates the need for manual capture and processing of invoices, saving time and 

increasing productivity. 

One of NGH’s key priorities was to ensure vendor compliance, which prevents maverick buying and keeps the 

hospital in compliance with their contracts. As well as achieving this, NGH lowered the cost per invoice and reduced 

overall processing costs by 80%. They now have full visibility over month-end close, which makes reporting much 

quicker and efficient.

Conclusion

As business processes in hospitals typically involve a higher level of complexity and risk than in other organizations, 
accuracy is key in conforming to the many regulations, accounting standards, and laws (HIPAA, SASB, FASB, GAAP 
etc.). Automating AP processes allows finance teams in hospitals to achieve full control and visibility over the finance 
side of the business, ensuring compliance to the many regulations imposed internally by the hospital and externally 
by industry standards. By replacing cumbersome, manual processes with reliable, automated ones, management 
can enforce accountability and auditability throughout each step of the procurement and AP processes. As well as 
considerably reducing costs, AP automation allows for better visibility and control over total spend (both direct and 
indirect) which enables finance teams to remain compliant with vendor contracts, reduce off-contract spend, and 
produce higher value reporting and analysis of operations.

About SoftCo

SoftCo is a provider of financial process automation software that increase productivity, reduce costs, and ensure 
organizations meet their compliance obligations. SoftCo’s solutions fully integrate with all major finance systems, 
databases, and hospital information systems including McKesson, Infor, Epic, Cerner, and others, via an adapter 
called SoftCo Connect. SoftCo has offices in Ireland, the UK, the USA, and the Nordics. SoftCo is ISO 27001 certified, 
a Microsoft Gold Partner, and an AWS Advanced Technology Partner.
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