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Key Findings

A single manually processed purchase order costs between USD 30 and USD 506
depending on organisation size and process maturity — a range that obscures billions in
enterprise-wide administrative overhead (APQC, 2024; Kissflow, 2024).

APQC benchmarking shows that organisations with optimised procurement processes
spend as little as USD 14 per PO, while bottom-quartile organisations spend over USD
54 — a fourfold gap driven almost entirely by process design, not headcount (APQC,
2024).

Automated systems consistently reduce per-PO costs to USD 5-10, compared to USD
30-60 for manual equivalents — representing 70—-85% cost reduction per transaction
(Digital Purchase Order, 2025).

Malaysia's Auditor General's Report 2/2025 flagged RM 48.87 billion in government
procurement across seven ministries for governance failures, systemic control
weaknesses, and non-compliance — underscoring that cost is only part of the problem
(Transparency International Malaysia, 2025).

McKinsey's latest procurement benchmarking shows that companies with advanced
procurement operating models enjoy five percentage points higher EBITDA margins
than peers — and that Al-enabled transformation could improve procurement operations
by 25-40% (McKinsey, 2025).

Deloitte's 2025 Global CPO Survey of 260+ procurement leaders found that improving
margins via cost reduction (72%) and driving operational efficiency (68%) are the top two
enterprise priorities — both directly linked to procurement process maturity.

Malaysia's Government Procurement Act 2025, passed in August 2025 and effective
2026, creates new statutory obligations around documentation, competitive tendering,
and audit trails — making manual procurement not just inefficient but legally exposed.

The Problem Nobody Calculates

There is a number that does not appear on most Malaysian enterprise management accounts. It
is not a line item in any annual report. It does not surface in budget reviews or board



presentations. But it is real, it compounds annually, and in large organisations, it routinely runs
into the tens of millions of ringgit.

It is the administrative cost of processing a purchase order manually.

Every enterprise buys things. Across a large Malaysian conglomerate or GLC, this means
thousands of purchase orders issued each month — for office supplies, MRO items, IT
consumables, facilities goods, safety equipment, and hundreds of other indirect categories.
Most of these are low-value, high-frequency transactions: small in isolation, vast in aggregate.

The cost of each individual order — the labour hours to create, route, approve, reconcile, and
close it — is rarely measured. It should be.

What a Purchase Order Actually Costs

Global benchmarking provides the clearest baseline.

APQC's Open Standards Benchmarking programme — the largest database of process
performance metrics in the world — shows that organisations spend anywhere from USD 14 to
more than USD 54 to process a single purchase order, with the gap driven by how procurement
work is structured and executed (APQC, 2024).

A separate study places the cost of manual PO processing at up to USD 506.52 per order
when the full end-to-end cost — including requisition creation, multi-level approvals, supplier
communication, reconciliation, and exception handling — is captured (APQC, cited in Kissflow,
2024).

The components are predictable: staff time across the requesting, procurement, and finance
functions; approval delays that extend cycle times; rekeying errors that require resolution; and
supplier follow-up that consumes hours for transactions worth hundreds of ringgit. None of these
appear on an invoice. All of them appear on a payroll.

By contrast, automated procurement systems consistently process orders at USD 5-10 per PO
— a reduction of 70-85% per transaction (Digital Purchase Order, 2025).

Applying the Numbers to Malaysian Enterprises

Consider the arithmetic for a large Malaysian enterprise with RM 500 million in annual indirect
spend.



Under typical indirect procurement dynamics, a significant proportion of that spend flows
through high-volume, low-value transactions. Using conservative assumptions from Lapasar's
operational experience across large Malaysian enterprises:

- Alarge enterprise processing 5,000 purchase orders per month at a conservative
manual cost of RM 180 per order (the lower end of the global range, adjusted for
Malaysian labour costs) incurs RM 900,000 per month in administrative overhead — or
RM 10.8 million annually — for procurement administration alone.

- Atthe higher end of the cost range (RM 450 per order), the same volume produces RM
27 million annually in hidden administrative cost.

- Neither figure includes the cost of procurement errors, rogue spend that bypasses
approval workflows, supplier payment delays, or audit remediation.

For a corporate group running procurement across multiple subsidiaries — each with its own
processes, supplier relationships, and approval chains — these costs multiply without
consolidation.

The Malaysian Regulatory Dimension

Cost efficiency is no longer the only driver for procurement transformation. In Malaysia, it is
becoming a legal imperative.

Malaysia's Government Procurement Act 2025, passed by Parliament in August 2025 and
effective in 2026, establishes — for the first time — a comprehensive statutory framework for
public procurement (Zycus, 2026). Key obligations include:

- Mandatory open and competitive tendering with documented evaluation criteria and
award justification

- Tiered approval thresholds with personal liability for controlling officers on non-compliant
expenditures

- Penalties of up to three times the contract value or RM 1 million, plus up to five years'
imprisonment for violations

- Full audit trail requirements defensible before a new Government Procurement Appeal
Tribunal

Manual procurement systems cannot meet these standards systematically. The documentation,
approval records, and audit trails required by the Act demand digital infrastructure — not
process manuals and spreadsheets.



For GLCs and enterprises subject to heightened accountability requirements, the risk is not only
financial. The Auditor General's Report 2/2025 flagged RM 48.87 billion in government
procurement across seven ministries — citing contract splitting to avoid oversight thresholds,
unqualified bidders approved despite incomplete documentation, and penalties of RM 162.75
million that were never collected (Transparency International Malaysia, 2025; The Exchange
Asia, 2025). These are the real-world consequences of undigitised procurement at scale.

The Organisational Cost Nobody Counts

Beyond transaction costs and regulatory exposure, manual procurement carries a third cost that
is hardest to quantify and most consequential: the opportunity cost of skilled procurement staff.

McKinsey's 2025 benchmarking of 300+ procurement leaders found that companies now
manage 50% more spend per employee than five years ago — and that the next wave of
automation could make procurement operations 25-40% more efficient (McKinsey, 2025). The
report finds that companies with advanced procurement operating models outperform peers by
five percentage points on EBITDA.

What explains the gap? Procurement teams in leading organisations are not doing more data
entry faster. They have redirected that time toward strategic sourcing, supplier development,
category management, and spend analysis. The transactional work has been automated.

In organisations where procurement remains largely manual, the reverse is true. Deloitte's
2025 Global CPO Survey of 260+ Chief Procurement Officers found that improving margins
through cost reduction (72%) and driving operational efficiency (68%) are the top two enterprise
priorities — but that digital transformation remains the key enabler, not yet the default practice
(Deloitte, 2025).

The gap between intention and execution is widest in organisations where manual processes
are entrenched, where procurement systems are not integrated with ERP platforms, and where
spend visibility across business units remains fragmented.

What Digitisation Actually Delivers
The evidence base for procurement digitisation is now extensive.
AstraZeneca's deployment of a procure-to-pay platform across 11 markets reduced

PO-to-approval time from three days to 1.5 days and invoice approval from 60 days to 4.5 days
(Shopify/ProcureCon, 2025). A global retail chain applying data-driven procurement to six



indirect spend categories reduced indirect spend by 11% and achieved total cost of ownership
savings exceeding USD 500 million (McKinsey, 2024).

At a more granular level, APQC's benchmarking consistently finds that top-performing
procurement organisations process purchase orders in under five hours, while
bottom-performing organisations take more than 48 hours — a tenfold cycle time gap with direct
implications for working capital and supplier relationships (APQC, cited in Shopify, 2025).

The mechanisms are consistent: centralised catalogues eliminate supplier fragmentation; ERP
punchout removes rekeying and approval delay; spend analytics surface rogue purchases and
contract leakage; and automated three-way matching eliminates invoice reconciliation errors.

For Malaysian enterprises, Lapasar's operational data across large corporate clients shows
consistent outcomes: consolidating long-tail procurement onto a single digital platform reduces
supplier-base fragmentation by an average of 55% and achieves 7-12% cost savings within 18
months — in line with global benchmarks.

The Cost of Inaction

The framing most commonly applied to procurement digitisation is return on investment — what
an organisation gains by modernising. The more accurate framing is cost of inaction — what an
organisation loses each year by not doing so.

For a large Malaysian enterprise processing 60,000 purchase orders annually at an average
manual cost of RM 300 per order, the status quo costs RM 18 million per year in procurement
administration. Digital procurement systems, at RM 40-80 per order (conservative automated
cost adjusted for Malaysian context), would cost RM 2.4-4.8 million — a saving of RM 13-15
million annually. Before any reduction in pricing through supplier consolidation or catalogue
management.

That RM 13-15 million does not appear anywhere on the current management accounts. It is
not a budget line, a budget overrun, or a variance anyone is accountable for. It is simply the cost
of doing things the way they have always been done.

The Malaysian enterprises that close this gap soonest will not just be more efficient. Under the
Government Procurement Act 2025, they will also be more defensible — and less exposed to
the governance failures that the Auditor General documents, year after year, in organisations
still running procurement on manual processes and institutional memory.




Methodology Note

This research draws on Lapasar's operational transaction data across large Malaysian
enterprise clients, combined with global procurement benchmarking literature from APQC,
McKinsey, and Deloitte. Malaysian-context cost estimates are derived by applying global per-PO
cost benchmarks to Malaysian average labour costs for procurement and finance functions
(Department of Statistics Malaysia wage data, 2024), adjusted for enterprise scale. All
enterprise examples used are drawn from publicly available case studies; no client data has
been used or disclosed.
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