ORDER-TO-CASH
PLATFORMS ARE
THE FUTURE
By Matthew Marchingo, Andrew Toma, Fabrice Roghé, Yann Letourneux, and Neal Moro

O

rder to cash (O2C) is one of an
organization’s most critical and
complex processes, yet executives rarely
pay any real attention to it. It is simply the
collection of all activities—from receiving
an order through processing it and getting
paid—that relate to making a sale and
realizing the revenues from it. Whether in
a B2B or a B2C business, it’s a complicated
process that no off-the-shelf, end-to-end
solution can handle. Because of the
complexity, few corporations ever look to
make O2C improvements—until a crisis
shocks them into realizing the problems
and pitfalls of inefficient O2C processes.

Although it operates deep in the background, the order-to-cash process can improve almost every aspect of the customer
journey. The process is transversal, cutting
across many departments—marketing,
sales, pricing, contracting, collections,
warehousing, finance, and, of course, customer service, to name just a few. Our
analysis of O2C in a sample of manufacturing and service companies found that it
comprised as many as 27 subprocesses
across seven different functions. (See
Exhibit 2.) That’s why O2C often falls between the cracks or is regarded as being
too complicated to reengineer.

In the ongoing COVID-19 pandemic, for instance, companies all over the world woke
up to the fact that to generate liquidity and
conserve cash for their very survival, they
need to minimize the risks in—and maximize the returns from—the O2C process.
For a volatile, uncertain, and hypercompetitive postpandemic world, optimization is
critical. (See Exhibit 1, which lists the many
ways O2C must be addressed to preserve
liquidity during the pandemic.)

Although it isn’t easy, transforming the
O2C process by creating a digital platform
can help companies boost sales, improve
customer satisfaction, reduce costs, and
make life easier for employees and, crucially, for customers. Indeed, the benefits of
transforming the process accrue in both
the short term and the long term. Over
time, companies that deploy O2C platforms
and reengineer the process boost revenues
by 1% to 3% a year.

Exhibit 1 | An Order-to-Cash Response to COVID-19 Must Focus on Five Areas

O2C strategy
and governance

• Establish a strong supply chain risk framework
• Ensure that your ﬁnancing remains strong; look at all sources of credit
• Business units must adhere to CFO operating principles
• Drive variable costs down for all areas associated with O2C
• Defer nonessential capital investments – for the moment
• Use boundaryless vendors to supplement disruptions and volatility in your order-to-cash value chain

Quote-to-order

• Simplify product oﬀering; eliminate low-turn items
• Customize product oﬀering; tailor or combine products to meet new client needs
• Negotiate with suppliers for better terms and discounts
• Review the credit terms you oﬀer; reduce or rescind limits on higher-risk customers
• Provide clear pricing guidelines and authority; enable frontline employees to close deals faster

Order-to-invoice

• Shift ordering to electronic channels; reduce manual order entry
• Focus on inventory management (e.g., reﬁne safety stock parameters in light of supply and demand)
• Review credit limits; reduce credit holds on good customers
• Go paperless on conﬁrmations

Invoice-to-cash

• Focus on cash-to-conversion cycle (traditional activities such as paying bills and turning receivables into cash)
• Align workforce to cash-to-conversion cycle
• Establish cash targets for collections; set team and individual targets
• Prioritize the disputes that are most likely to recover cash

Enabling
architecture

• Start improvement initiatives and digital projects while demand is low
• Reduce or eliminate ad hoc and noncritical reporting
• Reduce or eliminate secondary warehousing
• Set internal standards of productivity and provide transparency
• Review spans and layers; respond to new work priorities

Source: BCG analysis.

Untangling O2C Complexity

There are as many O2C variants as there
are combinations of product, company, industry, country, and customer segments.
Even within a single company, the process
can vary depending on whether a sale is a
transaction or an RFP, whether fulfillment
is handled directly or through a distributor,
whether a transaction is domestic or international, and other factors. Increasingly,
the O2C process must also adapt to omnichannel commerce, which alters the scope
of various subprocesses according to the
route to market. Clearly, it’s impossible to
find a readymade technology application
that can optimize the entire O2C process.
Companies are slowly realizing that O2C
must deliver results on two fronts at the
same time. On the one hand, the process
must help deliver customer satisfaction,
ensuring that orders are fulfilled correctly
the first time and that buyers have the
best possible experiences. On the other,
the O2C process must meet the organization’s goals for profit maximization by
maximizing revenues and being costeffective and cash-efficient.

However, many current O2C processes
have higher costs and points of potential
delay built into them because they entail
several manual steps. Moreover, many companies are no longer content with a collection of discrete processes in which data is
available only at certain stages; they expect
O2C to be transparent, with data and performance visible in real time, all the time.
Customers have also come to expect realtime data and transparency. The process
cannot be standardized without the development of bionic capabilities—executing
with a blend of people and technology.

Identifying the Shortcomings
Unsurprisingly, the performance of the
O2C process is far from ideal in most companies. Siloed operations, lack of data, and
inflexible legacy systems are the three key
problems. The platform approach can help
address these pain points.
At present, O2C processes are usually supported by siloed systems that are owned
by different functions. Typically, finance
manages the invoicing, billing, and collec-
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Exhibit 2 | Key Activities in the Order-to-Cash Process

Order Entry and
Management

Credit

Fulﬁllment
Returns

Customer
Billing

Collections

Cash
Application

Dispute
Management

Order entry

Customer portfolio
risk assessment

Product availability
check

Billing triggers and
production

Collection strategy

Cash posting

Dispute identiﬁcation

Master data collection
and storage

Credit limit
management

Order conﬁrmation

Bill calculation and
veriﬁcation

Cash generation
and reporting

Account
reconciliation

Third-party complaint
resolution

Multichannel
management

Deposit management

Product pick and
dispatch

Dunning process

Deductions handling

Credit note
processing

Financial monitoring

Delivery tracking

Bad debt write-oﬀ
preparation

Unallocated cash
management

Root cause
eradication

Discrepancy
resolution

Returns management

Source: BCG analysis.
Note: Process activities are illustrative; actual activities vary across industries and individual companies.

tions systems; operations is accountable
for distribution and shipping systems; and
the commercial functions handle order
processing and sales. That creates a complex and creaky system, often with limited
exchange of information. Customer support, for example, often struggles to provide in real time such basic information as
order status, estimated delivery time, and
payment receipt. In most companies, employees must manually switch between
different systems and applications to transfer data—converting information from an
e-invoicing system to a debtor management system, for instance—which can result in more errors, more time, and more
stress.
Moreover, executives are bound to lack
data about processing times; workflows
cross over different applications, so information is not always up to date. Because
it’s tough to connect different systems and
solutions, many companies rely on employees who have used multiple systems to
serve as human application program interfaces and make those connections possible. The paying customer is hardly at the
center of the process. Customer data is
spread across multiple systems, so finding
the right information often takes significant amounts of time and money. The O2C

process runs slowly, and companies are unable to serve customers efficiently.
Process problems are often compounded by
legacy IT systems that make improvement
difficult and hinder the identification of
root causes. A monolithic system with heterogeneous ERP systems that have been
customized to cover several contingencies
results in enormous complexity and cost.
Data is scattered over several legacy systems
and data lakes; organizations lack transversal technologies and APIs that provide a single view of the data for decision making;
and software development is characterized
by long release cycles, limited flexibility, and
late failures. This quagmire doesn’t change
easily; the relationship between IT and the
business often suffers from siloed thinking
and limited innovation.

The Power of the O2C Platform
As the importance of the customer experience continues to grow, companies must do
everything possible to make their order-tocash processes run smoothly, ensuring that
they are paid as quickly as possible while
giving customers reason enough to remain
loyal. That shouldn’t pose a problem if all
the links in the chain seamlessly integrate
and applications can readily exchange data.
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Platform organizations—a change from the
traditional organizations based on geography, product, or function—are uniquely positioned to tackle the challenge. An O2C
platform facilitates all of the exchanges between the relevant functions in the buyer
and the seller organizations for every
transaction. Every company needs to develop an O2C platform that unites the associated functions using tried-and-tested technologies and best-of-breed applications.
That approach is preferable to deploying
different systems for each subprocess or,
worse, using a solution that claims to support all the modules effectively but, in reality, offers different features, different levels
of ease, and different customer and employee experiences for each subprocess.
The future of organizations is clearly bionic.
Companies must learn to unleash the potential of humans and machines through a
combination of modular data and technology architecture, scalable processes and decision support teams, and the use of agile
front-end teams. The state-of-the-art O2C

platform is a digitally enabled bionic process. (See Exhibit 3.) At the front end, multifunction teams work with customers to
develop frictionless solutions and ensure a
seamless experience. Underpinning the
front end are agile teams that use digital
applications and end-to-end processes to
serve as the factory for O2C services. Supporting all are a modular infrastructure
and applications in an ecosystem that can
rapidly evolve to meet changing customer
and organizational requirements.
O2C platforms can resolve many of the pain
points that companies experience. They’re
client facing; they interact with customers
to deliver value, with machine learning and
AI processes that identify the common challenges and scaled solutions that drive synergies and learning while incubating solutions
to minimize risk. And their modular data
and technology architectures drive quicker
deployment of new solutions.
Integration is key to conquering complexity. An O2C platform must be able to adapt

Exhibit 3 | How Order-to-Cash Aligns with a Platform Structure
SALES AND PRODUCT

OPERATIONS, SUPPLY CHAIN

SERVICE OPERATIONS

Agile teams focus on project units of work

Front-end agile teams
• Customer-facing project teams follow units of work

• How to eﬀectively sell high-heat • How to shorten production to
• How to maximize service
products
speed lane orders
• How to provide automated
• How to increase wholesale share • How to maximize and minimize
transparency
replenishment
• How to maximize online vs.
• How to create personalized
in-store selling
• How to clear out product through
service
channels
Project solutions
codiﬁed

• Multifunctional teams solve front-line and on-the-ground
operational issues related to the customer
• Teams codify solutions to become bionic
• Teams resolve “projectized” problems

Systematized solutions
become bionic

Order to Cash – End to End, Digital Solution Owner
Order Entry and Management

Fulﬁllment and Logistics / Returns

First-Line Customer Service

Customer Journey 1
“Frictionless ordering”

Customer Journey 2
“Seamless delivery, right the ﬁrst time”

Customer Journey 3
“Resolve all my queries/disputes”

Credit management
Customer billing
Collections
Cash application

Bionic, scalable processes and decision support teams
• Order-to-cash scalable and repeatable processes are
optimized in virtual digital service hubs that provide uniﬁed
processing service and faster turnaround times for front
line and customers
• Small agile teams support bionic processes to ensure
service quality and quick resolution

Digital virtual service
delivery hub activities

• Teams take codiﬁed solutions from front-line project teams
and create bionic services that align with customer
journeys

Dispute resolution
Modular platforms enable
repeatable processes
CRM

New platforms introduced as new
business requirements emerge

Order Management and Finance

Customer Service Platform

Data factory
Automated workﬂow

Modular platforms
• Modular, ﬂexible architectures
• Data consistency from end to end

Source: BCG analysis.
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by incorporating new technologies as fresh
solutions to customer needs become available. That’s why the platform’s technology
is important. It’s critical for companies to
work with open technology that can be
easily linked through APIs and readily accessed through web services. Connections,
in turn, become richer, with data moving in
both directions. The integration of data
streams opens up opportunities to manage
workflows differently and creates greater
transparency for upstream and downstream users.
Optimizing an O2C process by deploying a
platform involves three measurable goals:

••

Reduce the process cost per order, as
measured by the number of orders per
employee or the labor cost per order, as
well as the share of automated
transactions.

••

Reduce the number of days’ sales
outstanding, by shrinking the process
time and the dispute-resolution cycle
and avoiding mistakes in activities like
pricing, delivery, and invoicing.

••

Increase customer satisfaction, by
reducing the deductions per order or
invoice and increasing the payments
received on time and in full.

O2C Platform Design Rules
Companies can create an effective order-tocash platform by following three simple imperatives: integration, customer centricity,
and shared responsibility.
Integration. The platform must synchronize with technological solutions both
internally and externally. Integrating
systems is critical to ensure that data is
shared. By connecting systems, companies
can create hybrid platforms on which the
organization’s applications and those of
third parties can run in tandem. That will
create a boundaryless ecosystem that
optimizes process performance. For
example, a leading industrial goods
manufacturer used disparate ERP applications in different countries because many

of its B2B customers and distributors had
global footprints. It migrated to a universal
O2C platform that connected its CRM and
mobile pricing system to its order management, fulfillment, credit limit, and accounts receivable modules. As a result, it
was able to minimize the number of orders
that go into limbo, improve customer
self-service, reduce inbound calls, and
reduce cycle time by 40%, increasing the
speed at which the company can recognize
revenues.
Customer Centricity. An effective O2C
platform must be programmed around the
interoperability between commercial and
scalable processing activities, technologies,
and customers. Blending the process with
technology is critical to achieving customer
centricity. For instance, a global pharmaceuticals manufacturer established a
one-click portal where customers can log
on to reorder products. The portal ensures
smooth self-service ordering and provides
real-time data about order status, delivery
schedules, and payment requirements. It
has increased the manufacturer’s customer
satisfaction scores dramatically and reduced the need for manual service intervention to fulfill orders.
Shared Responsibility. When several
functions must work in conjunction, it’s
necessary to be crystal clear about who’s
responsible for each part of the platform.
Should the platform break down, for
instance, it’s important to know who will be
responsible for assisting the customer.
Companies can gain clarity on who should
do what by developing and working through
scenarios. Standards are still evolving, so it’s
best to follow the advice of the technology
partner building the platform.
A global professional services firm recognized that its O2C process was fragmented.
It didn’t help that the resulting multiplicity
of interactions with every client caused confusion. Appointing an O2C process owner
with responsibilities across functions immediately helped optimize the process. The
proportion of faulty orders processed fell to
less than 2%, a major improvement, and the
flow-through of orders speeded up.
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The Challenges
of a Platform Rollout

Companies face several major challenges
when planning an order-to-cash platform
rollout. First, there needs to be buy-in from
all relevant functions about the value the
platform will create. All too often the process becomes a tug-of-war among the finance, supply chain, distribution, sales, and
customer service functions. That’s why appointing an O2C process owner, who will
bind it together, is necessary.
Second, companies must design the end-toend service and digital solutions so that everyone benefits from tangible value creation.
If the focus is exclusively on the customer
experience when prices are quoted and does
not address how the company analyzes the
credit limits and creditworthiness of customers, gets the right contracts in place, and ensures that sales adheres to pricing guidelines,
there is bound to be a bullwhip effect on the
finance and customer dispute functions.
Third, reneging on the capital investment
for an O2C solution is a problem in many
organizations. There may not be an immediate payback from the investment; the
revenue boost, the working capital reduction, and the improvement in customer experience happen only over time. Our studies show that, in the long run, companies
stand to gain by way of revenues that are
ten times greater than their investment in
an O2C platform.
Fourth, many companies defer the O2C
transformation process because they mistakenly believe that they will need to upgrade their entire ERP solution. That’s an
outdated paradigm; today’s digital solutions
and bolt-on applications can operate with
legacy ERP systems. Moreover, they will still
be usable if and when the company does
decide to invest in a new ERP system.
Finally, it’s important for companies to understand that transforming the O2C process isn’t simple; it takes a lot of effort and
resources to train internal teams crossfunctionally. Companies that invest in
change management in advance of the
transformation will find it easier.

Although O2C platforms offer a range of
solutions that supports the entire process,
that doesn’t necessarily mean that companies have to implement all of them at once.
Most companies find it daunting to replace
the entire process in one fell swoop. They
do well to start with the most significant
needs, implement the solutions that address them, and expand the platform later.
Companies can start by asking themselves,
“Where are our biggest pain points, and
how can they be tackled?” A flexible approach not only enables solutions to be integrated but also allows them to be retrofitted into the existing infrastructure. Thus,
the creation of a next-generation O2C process need not be a big bang; it can be modular, agile, and flexible, so that it meets the
company’s needs both now and over time.

The Tangible Benefits of O2C
Done right, an order-to-cash transformation can make quite an impact. Our studies
show that companies can reap the following benefits:

••

A 1% to 3% increase in sales revenue,
because the O2C platform helps increase
the availability of goods, allows dynamic
pricing and promotions, enables greater
precision in blocking frauds, and boosts
the capacity of sales reps.

••

A 15% to 30% savings in cost, owing to
automated order creation and the
resulting drop in back-office effort,
digital invoicing and cash application,
fewer disputes that need resolution, and
fewer penalties for late or incomplete
fulfillment of orders.

••

Up to 30% shorter days sales outstanding, thanks to appropriate stock
levels, lower process lead times, less
revenue locked up in collections, and
gentle, proactive dunning.

••

A major boost in customer satisfaction, thanks to a simplified order
experience, real-time complaint resolution, fewer disputed invoices, and
greater process transparency.
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••

Increased employee satisfaction,
because work is less repetitive, more
time is available for strategic tasks,
complexity is reduced, and a spirit of
innovation is evident.

Companies should keep in mind that in
addition to bringing more efficient use of
resources, healthier cashflows, and process
transparency, optimization of O2C can
turn an administrative process into a business driver. When end-to-end process data
is integrated, new insights are created.
And that can drive better service. For instance, data may provide insights about
the creditworthiness of new customers
and changes in the creditworthiness of
existing clients. Low-risk customers can be
given different payment arrangements
than high-risk customers.

Integrated data can also help companies
increase customer satisfaction. A customer
who always pays on time but suddenly fails
to pay may not need a strongly worded reminder; it may be preferable to approach
the customer through the account manager,
ascertain if the lapse is due to a misunderstanding, and let the customer pay as soon
as possible. The customer then feels happy
about the supplier’s empathy. Kicking off
such a virtuous cycle of customer satisfaction would be impossible without the development and deployment of an end-toend O2C platform.
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