
1–3%
of service vendor spend leaks
annually in most mid-market

companies

20
finance professional forum

discussions analysed

6
leakage categories identified
across all ERP environments

Prepared for finance leadership. Free to share within your team. This is a synthesis of practitioner experience drawn from 20
finance-professional forum discussions, cross-read against published benchmarks from APQC, AFP, Microsoft, and SAP. It is
not a primary academic study — the 1–3% leakage range is practitioner-derived; the cited benchmarks are directionally
consistent, not direct measurements of contract-vs-AP variance.

A B O U T  VA LU E X PA

ValueXPA provides finance process managed services and spend diagnostics for mid-market manufacturers,
distributors, and B2B services businesses. The Margin Drift Diagnostic is a fixed-scope engagement that identifies
and quantifies service vendor spend leakage in 2–4 weeks.

valuexpa.com/margin-drift-diagnostic
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E X E C U T I V E  S U M M A RY

The Structural Gap Between AP Controls and Vendor Contracts

Service vendor spend leaks 1–3% annually in most mid-market companies — not through fraud, but through a
structural gap between ERP AP controls and vendor contract terms. Every major mid-market ERP — NetSuite,
QuickBooks Enterprise, Dynamics 365 Business Central, Acumatica, Epicor Kinetic, SAP Business One — validates
that vendor invoices align with purchase orders. None validates that those purchase orders were raised at the rates
specified in vendor contracts.

That gap — between three-way match and clause-level contract enforcement — is where 1–3% of annual service
vendor spend accumulates undetected across freight, contract labour, maintenance, IT services, professional
services, and marketing spend categories.

"We assumed our ERP AP module was catching this. When we actually ran the numbers against the
contracts, the freight carrier alone had overbilled us $180K over 14 months. The invoices all matched the
POs perfectly."
— Controller, $45M manufacturer (anonymised from finance forum discussion)

What This Report Covers

This is a synthesis of practitioner experience — not a primary research study. It draws on 20 finance-professional
forum discussions and cross-references published benchmarks from APQC, AFP, Microsoft, and SAP to answer
three questions:

1. Where does service vendor spend leakage concentrate, and why?

2. What ERP AP controls exist — and where do they structurally fail?

3. What does a practical recovery and prevention approach look like?

Key Findings

Freight billing errors are the highest-frequency category — identified in 14 of 20 forum threads. Carrier rate
overages and accessorial charges beyond contracted tariffs pass three-way match when POs reflect the invoiced
amount.

›

Contract labour off-rate billing is the highest-value category by recoverable dollar amount. Staffing vendors
billing above contracted rate cards or failing to apply volume rebates are invisible to ERP AP controls.

›

Maintenance and repair NTE overruns are the most common in manufacturing environments — scope drift
absorbed into PO revisions bypasses original NTE clauses.

›

The ERP gap is structural, not a bug. AP modules are designed for transaction accuracy, not contract
compliance. No configuration change fixes this — it requires periodic contract-vs-AP reconciliation.

›

Recovery is feasible. Businesses that cross-reference vendor contracts against AP data recover 60–80% of
identified leakage in the same period.

›
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S E C T I O N  1

Methodology

Forum Discussion Analysis

Twenty finance professional forum discussions were selected from Reddit communities including r/CFO,
r/Accounting, r/smallbusiness, and r/supplychain, along with LinkedIn finance professional groups and the AFP
(Association for Financial Professionals) member forums. Selection criteria:

All forum sources are anonymised. Verbatim quotes are paraphrased to preserve anonymity while maintaining
factual accuracy. Company names, personal names, and identifying details have been removed.

Industry Benchmark Sources

Quantitative benchmarks cited in this report are drawn from the following published sources:

Source Publication Metric Used

APQC AP Benchmarking Survey (2023) ~2% invoice error rate in mid-market AP

AFP Payments Fraud & Control Survey
(2024)

79% of organisations experienced BEC/payment fraud attempts

Microsoft Dynamics 365 AP Automation ROI Study ERP AP automation reduces processing cost but not contract
compliance gap

SAP SAP Business One Product
Documentation

AP module scope: PO matching, not contract-rate validation

Scope Limitation

This study covers service vendor spend — freight carriers, staffing agencies, maintenance contractors, IT service
providers, professional services firms, and marketing agencies. It does not cover goods and materials procurement,
where ERP systems generally provide stronger contract-rate controls via approved vendor price lists and inventory
costing.

"The problem isn't that our ERP is broken. The problem is that the ERP does exactly what it's supposed to do
— it validates invoices against POs. Nobody built a system to validate that the PO was raised at the right
rate in the first place."
— CFO, $60M distributor (anonymised from LinkedIn finance group discussion)

METHODOLOGY

Thread must describe a specific AP or spend control failure (not hypothetical)›

Thread must involve service vendor categories (freight, labour, maintenance, services — not goods)›

Company size implied or stated at $10M–$200M revenue›

ERP or accounting system identified or inferrable›
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The Six Service Spend Leakage Categories

Analysis of 20 forum discussions, cross-referenced with APQC benchmarks, consistently surfaces the same six
categories where service vendor spend leaks in mid-market businesses.

1. Freight Carrier Billing — Highest Frequency

Identified in 14 of 20 forum threads. Freight carriers bill at rates exceeding contracted lane rates, apply accessorial
charges (fuel surcharges, liftgate fees, inside delivery) beyond contracted tariffs, and persist surcharges past their
agreed end dates. The structural failure: AP approves invoices matching PO amounts; if the PO was raised to reflect
the carrier's invoice (not the contracted rate), the mismatch never surfaces in AP.

Typical recovery: 0.8–1.5% of annual freight spend per carrier category.

2. Contract Labour and Staffing — Highest Value

Staffing vendors invoice at off-contract rates, bill contract resources at full-time rates for partial periods, and fail to
apply volume rebate tiers that should reduce the effective billing rate. No mid-market ERP AP module compares
invoice billing rates against external rate cards — the comparison requires manual reconciliation against the
vendor agreement.

Typical recovery: 0.5–1.2% of annual staffing spend per vendor relationship.

3. Maintenance and Repair (MRO) — Most Common in Manufacturing

Service scope expands during a maintenance engagement; the vendor requests a PO revision to cover the
additional cost; the finance team approves the revision without referencing the original NTE clause. The ERP AP
module then approves the revised invoice against the revised PO — the original contract NTE limit is never
checked.

Typical recovery: 0.3–0.9% of annual maintenance spend.

4. IT Services and SaaS Vendors

IT service vendors invoice for licences no longer in use, bill at list price when a negotiated rate was agreed, and
auto-renew subscriptions with price escalation clauses that weren't tracked. SaaS vendors over-provision seats
versus contracted user counts without flagging the discrepancy.

5. Professional Services

Management consulting, legal, and accounting firms bill at rates above those in the engagement letter, invoice for
out-of-scope activities, and apply time increments (quarter-hour vs. six-minute billing) inconsistent with the
agreement. Scope creep in professional services engagements is often absorbed informally before reaching AP.

6. Marketing and Agency Spend

Agencies invoice for production costs at marked-up rates beyond the agreed passthrough cap, bill media spend
with agency fee applied to gross rather than net, and carry forward retainer hours that should have expired.
Marketing spend has the least rigorous AP controls in most mid-market businesses — purchase orders are often
raised after the fact.

THE 6  LEAKAGE CATEGORIES
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S E C T I O N  3

ERP Gap Matrix: What AP Modules Validate vs. Miss

The following matrix summarises what each major mid-market ERP's AP module validates (invoice-to-PO accuracy)
versus what it does not validate (PO-to-contract accuracy). The gap is consistent across all six platforms — it is
structural, not platform-specific.

Leakage Category NetSuite QBE D365BC Acumatica Epicor SAP B1

Invoice-to-PO matching ✓ ✓ ✓ ✓ ✓ ✓

3-way match (PO + receipt + invoice) ✓ Partial ✓ ✓ ✓ ✓

Freight rate-card compliance ✗ ✗ ✗ ✗ ✗ ✗

Contract labour rate-card validation ✗ ✗ ✗ ✗ ✗ ✗

Maintenance NTE clause tracking ✗ ✗ ✗ ✗ ✗ ✗

Volume rebate application verification ✗ ✗ ✗ ✗ ✗ ✗

Professional services scope boundary ✗ ✗ ✗ ✗ ✗ ✗

Surcharge schedule end-date enforcement ✗ ✗ ✗ ✗ ✗ ✗

✓ Standard AP module capability   Partial Available with additional configuration   ✗ Outside scope of standard AP module

"Every ERP vendor will tell you their AP module has strong three-way match. That's true. What they won't
tell you is that three-way match validates invoices against POs, not POs against contracts. It's a different
check entirely."
— Solutions Architect, ERP implementation consultancy (anonymised from AFP member forum thread)

The consistency of the ✗ column across all six platforms is not a product failure — it reflects a deliberate design
decision. AP modules are built for transaction processing speed and audit trail, not for contract intelligence. The
contract-enforcement layer requires a separate process.

ERP GAP MATRIX
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S E C T I O N  4

Industry Benchmarks: Quantifying the Gap

APQC: ~2% Invoice Error Rate in Mid-Market AP

APQC's AP benchmarking survey consistently finds that mid-market businesses process approximately 2% of
invoices with errors — defined as invoices that require rework, manual correction, or exception handling. This is an
invoice-rework rate, not a contract-vs-AP leakage rate — the two measure different things. We cite it here as a
directionally consistent signal that AP exceptions are common, not as a direct quantification of the 1–3% leakage
range used in this report. The 1–3% range is practitioner-derived from the forum discussions and from recovery-
audit firm disclosures (PRGX, Lavante, and similar recovery audit firms have published comparable figures for
contract compliance recoveries).

~2%
APQC invoice error rate mid-

market AP

79%
AFP: organisations experiencing
payment fraud attempts (2024)

60–80%
of identified leakage recoverable

through AP audit (practitioner
estimate)

AFP: Payment Control Gaps Beyond Fraud

AFP's Payments Fraud and Control Survey focuses primarily on Business Email Compromise and payment
redirection fraud. Its secondary finding — less widely cited — is that organisations with formal vendor contract
review processes report significantly lower invoice dispute rates than those relying solely on ERP AP controls.
The AFP frames this as fraud prevention; the mechanism is identical to service spend leakage prevention.

ERP Vendor Disclosures

Product documentation from SAP Business One, Microsoft Dynamics 365 Business Central, and NetSuite all
describe AP module capabilities in terms of purchase order matching, receipt confirmation, and payment
authorisation workflow. None describe contract-rate validation as a standard AP capability. This is consistent with
the practitioner forum evidence — the gap is acknowledged by ERP vendors, not hidden.

"We run NetSuite. The AP approval workflow is solid. But 'solid AP workflow' and 'vendors are billing us
correctly' are two different things, and I had to explain that to the board when we found the discrepancy."
— VP Finance, $80M B2B SaaS business (anonymised from r/CFO thread)

The Dollar Quantum: What 1–3% Means

For businesses with 20–40% of revenue in service vendor spend (typical for manufacturers, distributors, and B2B
services firms):

Revenue Service Vendor Spend (est. 30%) 1% Leakage 2% Leakage 3% Leakage

$20M $6M $60K $120K $180K

$50M $15M $150K $300K $450K

$100M $30M $300K $600K $900K

$200M $60M $600K $1.2M $1.8M

INDUSTRY BENCHMARKS
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CFO and AP Practitioner Voices

The following quotes are paraphrased from forum discussions. All identifiers have been removed. The discussions
represent a range of company sizes ($15M–$120M revenue) and ERP platforms.

"Our freight spend is about $4M a year. We assumed the 3PL was billing correctly — we'd been with them
for six years. When we actually pulled the contract and compared it to the AP data line by line, there were
$210K in rate overages over 18 months. The invoices all matched the POs. The POs just weren't at contract
rates."
— Controller, mid-market industrial distributor, ~$60M revenue (anonymised)

"We use email and prayer for contract compliance. The ERP tells us the invoice matches the PO. Nobody
checks if the PO was right in the first place unless something looks really off."
— AP Manager, B2B services firm, ~$30M revenue (anonymised — exact phrase from forum thread)

"The staffing agency had been billing our temp-to-perm conversions at the wrong rate for two years. They
were supposed to apply a volume discount after 1,000 hours. Nobody tracked it. The contract was in a shared
drive folder nobody opened."
— CFO, manufacturer, ~$45M revenue (anonymised)

"We found the issue during an insurance audit, of all things. The auditor asked to see our maintenance
contractor agreements and then noticed that three of the invoices from the previous year were above the
NTE limits in the agreements. We'd raised PO amendments to cover them without going back to the
contract."
— Finance Director, food & beverage manufacturer, ~$80M revenue (anonymised)

"Our IT managed services provider had been billing us for 80 seats since 2021. We'd reduced headcount. We
were at 61 seats. The contract had a quarterly true-up clause. No one had ever triggered it. That's 19 seats ×
36 months at $140/seat/month."
— VP Finance, SaaS business, ~$35M ARR (anonymised)

"The agency fee cap was 15% of media spend, net of agency rebates. They were calculating it on gross. It's in
the contract. We didn't catch it for 11 months because the AP team was approving invoices against POs, not
against the MSA."
— CFO, DTC brand, ~$25M revenue (anonymised)

PRACTIT IONER VOICES
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The Diagnostic Methodology: A 4-Week Engagement Structure

The Margin Drift Diagnostic is ValueXPA's fixed-scope service for identifying and quantifying service vendor spend
leakage. It is designed to bridge the ERP gap identified in this report — providing the contract-vs-AP reconciliation
that ERP AP modules do not perform.

Week 1 — Data Collection

We request a structured export of 12–18 months of AP transaction data from your ERP — vendor invoice records,
purchase order lines, goods receipt or service confirmation records, and vendor master data. All major mid-market
ERPs support standard data exports to Excel. No API access, system configuration, or add-on installation is
required. We also collect the relevant vendor service agreements for the categories in scope (typically 4–8
contracts).

Week 2 — Contract Mapping

We map each vendor's contract terms — rate cards, NTE clauses, volume rebate tiers, surcharge schedules, and
scope boundaries — against the AP transaction data. This is the check that ERP AP modules do not perform:
comparing what the vendor invoiced against what the contract permitted, not what the purchase order stated.

Week 3 — Discrepancy Quantification

We identify and quantify every discrepancy between contract terms and AP actuals. Each finding is categorised by:
type (rate overage, missed rebate, NTE overrun, scope billing, surcharge persistence), vendor, period, and dollar
quantum. Findings are prioritised by recovery probability and dollar value.

Week 4 — Recovery and Prevention Roadmap

We deliver a prioritised roadmap covering: (1) recovery actions for identified leakage — which vendors to raise
with, what evidence to present, what recovery amount to seek; and (2) prevention controls — AP process changes,
contract storage improvements, and periodic review cadences to prevent recurrence.

"The deliverable isn't just 'here's what they overbilled you.' It's a vendor-by-vendor playbook for recovery
conversations, with the contract clause and the AP data side by side. That made the conversations with
vendors much easier to manage."
— ValueXPA client, $55M manufacturer (from client feedback)

What the Engagement Is Not

DIAGNOSTIC  METHODOLOGY

Not contingency-fee — fixed scope, fixed deliverable, regardless of findings›

Not a full AP audit — focused on service vendor spend in 4–8 categories›

Not a long engagement — 2–4 weeks from data receipt to final roadmap›

Not disruptive — read-only analysis of historical data, no live system access›
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CO N C LU S I O N

The AP Gap Is Structural. The Fix Is Operational.

The evidence from 20 finance professional forum discussions — corroborated by APQC benchmarks, AFP survey
findings, and ERP vendor product documentation — converges on a single finding: service vendor spend leaks 1–
3% annually in most mid-market businesses because ERP AP modules are not designed to validate that purchase
orders reflect vendor contract terms.

This is not a technology failure. It is a structural design boundary. ERP AP modules validate transaction accuracy.
Contract compliance requires a separate process — periodic reconciliation of AP actuals against vendor
agreements across the six categories identified in this report.

The businesses that close this gap do so through periodic contract-vs-AP reconciliation, performed by one of three
mechanisms: (1) an internal audit or controller-led periodic review, (2) an external recovery-audit firm (typically
contingency-fee, focused on past spend), or (3) a fixed-scope diagnostic engagement that produces both a
recovery action list and a prevention roadmap — ValueXPA's Margin Drift Diagnostic is one example of this third
model.

For most $20M–$200M businesses without a dedicated AP audit function, an external engagement is more
practical than building the capability internally. Whether to use a contingency-fee recovery firm or a fixed-scope
diagnostic depends on whether the priority is past recovery alone or recovery plus prevention controls.

2–4 wks
fixed-scope engagement from data receipt to final

roadmap

1–3%
of service vendor spend typically identified as

recoverable or preventable

Book a 20-Minute Diagnostic Review
Discuss your vendor spend categories, ERP environment, and whether the Margin Drift Diagnostic is

the right fit. No obligation.

calendly.com/karthikvr

Citations

1. APQC, AP Benchmarking Survey, 2023. ~2% invoice error rate figure from mid-market AP cohort.

2. AFP, 2024 AFP Payments Fraud and Control Survey. 79% BEC/payment fraud attempt figure.

3. Microsoft, Dynamics 365 Finance — Accounts Payable module documentation. Three-way match scope described as invoice-to-PO-to-receipt
matching.

4. SAP, SAP Business One 10.0 — Purchasing-A/P module documentation. AP module scope: vendor invoice matching against purchase orders and
goods receipt POs.

5. Forum discussion quotes are paraphrased for anonymity. Original threads available on r/CFO, r/Accounting, r/smallbusiness, r/supplychain,
LinkedIn Finance & Accounting professionals groups, and AFP member forums.

CONCLUSION
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