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Accelerating The Time To Realized Revenue was produced

in collaboration with Mastercard, and PYMNTS is grateful for the
company’s support and insight. PYMNTS.com retains full editorial
control over the following findings, methodology and data analysis.
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INTRODUCTION
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PMorgan Chase & Co. CEO Jamie Dimon made waves on
June 1 when he warned of an impending economic “hur-
ricane” that he believed could potentially strike the United
States economy. Luckily, there are measures businesses
can take, including several digital payments innovations, to manage
their payments operations and potentially improve financial perfor-

mance in the face of uncertainty.

Virtual cards are one such innovation. A recent PYMNTS survey of
400 executives at businesses across the U.S. and Canada shows
that businesses using virtual cards report a wide range of opera-
tional benefits, including lower transaction costs, tighter security,
enhanced cash flow management and greater access to both

rebates and credit.

The trouble is that not all businesses have access to digital innova-
tions such as virtual cards. Mid-market firms are 21% less likely than
large-market firms to use virtual cards, meaning that few of them
have access to their operational benefits. This could potentially put
mid-market firms at a competitive disadvantage against their larger

competitors.

4 Our study defines mid-market firms as U.S. businesses generating between $20 million USD and $1 billion USD in annual revenue
and Canadian firms generating between $10 million CAD ($12 million USD) to $500 million CAD ($398 million USD) in annual revenue.
It defines large-market firms as U.S. businesses generating more than $1 billion USD in annual revenue and Canadian firms generating
more than $500 million CAD ($398 million USD) in annual revenue.
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Introduction

The Accelerating The Time To Realized Revenue Playbook: Virtual Card
Edition investigates the usage of virtual cards to make and receive
business-to-business (B2B) payments across the U.S. and Canada. The
Playbook is the latest edition of our ongoing research into how U.S. and
Canadian businesses in healthcare, manufacturing and the logistics,
shipping and transportation sector are using digital payments inno-
vations to streamline accounts receivable (AR) and accounts payable
(AP) processes, accelerate cash flow and ultimately improve their busi-

nesses’ financial health.

This is what we learned.

Virtual card payments are most used in the healthcare sector, with 36% of all
U.S. and Canadian healthcare firms using them to make B2B payments and
40% using them to receive payments. Large-market firms in both healthcare
and the transportation, logistics and shipping sector are far more likely than their
smaller competitors to use virtual cards.

Large-market healthcare firms are nearly twice as likely as their mid-market coun-
terparts to use virtual cards to both make and receive B2B payments. Forty-eight
percent of large-market firms in the healthcare sector use virtual cards to make
payments, and 52% use them to receive payments. Just 24% of mid-market
firms use virtual cards to make payments, and 27% use them to receive real-time
payments. Manufacturing is the only sector we studied where virtual card usage
is less common among large-market firms than among mid-market firms.

05
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The firms that have adopted virtual cards to both make and receive pay-
ments cite enhanced speed, transparency and security as chief benefits.

Canadian firms that use virtual cards cite more benefits from using them than
their counterparts in the U.S. They are 137% likelier to say they have benefited
from increased access to credit and 409% likelier to say they have benefited
2 from added rebates, for example. Canadian firms that use virtual cards to

- ‘ make payments are 319% likelier than U.S. firms to cite lower processing costs
u . !-“—-.‘-_' as a benefit.

—— .
\ The benefits firms report seeing with virtual card usage also vary by sec-

e tor. Healthcare firms are the most likely to cite improved transaction details,
improved cash management and reduced exception processing as benefits

Q of using virtual cards, for example, while manufacturing firms are the most

QQQ likely to cite security and access to credit. Transportation, logistics and ship-

0 ping firms are the most likely to cite payments speed, supplier expectations,

4" 0(5 access to rebates and lower payment processing costs for senders as bene-
.

fits of using virtual cards.

Businesses’ infrastructure and staffing limitations are the most common
impediments to wider virtual card adoption.

Forty-eight percent of U.S. and Canadian firms that do not use virtual cards
say that their current systems cannot accommodate the technology. There
are also 36% that say it is difficult to integrate virtual cards into their systems,
and 38% say they lack the expertise needed to implement them.

The most cited of these limitations is businesses’ belief that their current sys-
tems can accommodate virtual cards. This is an especially commmon barrier in

the U.S., where 26% of businesses say their existing systems cannot accom-

modate virtual cards. Just 15% of Canadian firms say the same.

PYMNTS.com ’
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FIGURE 1:

How many U.S. and Canadian firms use
virtual cards

Share of firms using virtual cards to make and
receive payments, by industry and size
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A top-level view of virtual cards

irtual cards have become a
common feature of the B2B
space in both the US. and
Canada. Our research shows
that 32% of all firms across these two
countries currently use virtual cards to
make B2B payments, while 31% use them

to receive B2B payments.

The degree to which firms of different
sizes and sectors use virtual cards never-
theless varies drastically in both the U.S.
and Canada. Virtual cards are more com-
monly used among large-market firms
than mid-market firms, for example, while
healthcare firms are more likely to use
virtual cards than either manufacturing
firms or those in transportation, logistics

and shipping.

Large-market healthcare firms lead
the rest in virtual card usage. Not only
do 48% of the large-market healthcare
firms across the U.S. and Canada use vir-
tual cards to make B2B payments, but
52% use them to receive B2B payments.
Among mid-market healthcare firms, just
24% and 27% use virtual cards to make

and receive B2B payments, respectively.

09
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Virtual cards,
real benefits

o Manufacturing firms’ virtual card usage
I also stands out. Manufacturing is the
0 only industry in which virtual card usage

is higher among mid-market firms than

OI: US AND large-market firms. According to our
CANADIAN FIRMS res'earc.h, 32% of mid-market manufac-
USE \/| RTUAL CARDS turing firms use virtual cards to make B2B

payments, and 34% use them to receive

TQ E|T|—| ER MAKE B2B payments. This compares to 30% of
OR RECEIVE large-market manufacturing firms that
B2B PAYM ENTS use virtual cards to make B2B payments

and 28% that use them to receive B2B

A payments.

Virtual cards are least common among
mid-market transportation, logistics and
shipping firms. Just 25% of mid-market
businesses in this sector use virtual cards
to make payments, while 17% use virtual

cards to receive them.
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FIGURE 2:

The benefits that firms in different countries
believe virtual cards bring to their businesses
Share of firms that cite select benefits of using
virtual cards, by country
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usinessesthatusevirtualcards
report marked improvement
in their payments operations,
with some of the most com-
mon including enhanced transaction
security, greater transactional detail and
improved cash management, to name a
few. Fifty percent of the businesses in our
study that use virtual cards cite enhanced
transaction security as one of the key
benefits of virtual cards. Meanwhile, 57%
cite greater transactional detail, and 43%

cite improved cash management.

These benefits are not seen uniformly
among US. and Canadian businesses,
however. Canadian businesses that use
virtual cards are more than twice as likely
as their U.S. counterparts to say that vir-
tual cards have increased their access
to credit, for example. They are also four
times as likely to say that virtual cards
have expanded their access to rebates
and three times as likely to report lower
processing costs as a benefit that virtual

cards have brought to their businesses.

Average
B United States
M Canada

Businesses in different industries also
report seeing very different benefits.
Healthcare firms that use virtual cards
stand out for being the most likely to have
benefited from improved transaction
details, for example, as they are 17% more
likely than average to cite these benefits.
They are also 8% and 13% likelier than
average to cite improved cash manage-
ment and reduced exception processing,

respectively.

TABLE 1:

Virtual cards, real benefits

O/
4%
OF FIRMS THAT
USE VIRTUAL CARDS
CONSIDER FASTER
PAYMENT RECEIPT

AS ONE OF THEIR
CHIEF BENEFITS.

The benefits that firms in different industries believe virtual cards bring to their businesses
Share of firms that cite select benefits of using virtual cards, by industry

AVERAGE

INDUSTRY

Transportation, logistics

Manufacturing Healthcare

and shipping

* Receive payments faster 63.9% 54.7% 67.7%
* Improve transaction details 57.4% 54.7% 42.5%

* Secure transactions 49.7% 47.5% 45.2%
* Improve cash management 43.2% 41.5% 40.0% 46.8%
* Reduce exceptions on processing 39.4% 37.7% 32.5% 45.2%
* Meet supplier/customer expectations 21.9% 22.6% 25.0% 19.4%
» Access to credits 21.3% 28.3% 12.5% 21.0%
» Access to rebates 16.1% 13.2% 20.0% 16.1%
* Higher processing costs 13.5% 17.0% 15.0% 9.7%
* Lower processing costs 16.1% 11.3% 20.0% 17.7%

© 2022 PYMNTS.com All Rights Reserved
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Manufacturing firms are the most likely
businesses to report seeing improve-
ments in security and credit access, by
contrast. Businesses in this industry are
12% and 25% likelier than average to say
that virtual cards have improved their

security and credit access, respectively.

All the while, transportation, logistics and
shipping firms report seeing the most
improvements in their access to rebates
and lower payment processing costs after
adopting virtual cards. These businesses
are 19% likelier than average to say that
virtual cards have improved their access
to rebates and 19% likelier than average to
say that they have reduced their operating

costs.

Mid-sized firms

either make or receive payments.

at a disadvantage

he benefits that virtual cards bring to businesses’ operations put
businesses that do not use them at a competitive disadvantage.
Although firms of different sizes and sectors report seeing very
different benefits from adopting virtual cards, it is nevertheless
clear that virtual cards have had a holistically positive impact on the busi-
nesses that have adopted them, benefiting not one but several aspects of
these operations simultaneously. Not using virtual cards limits firms’ access
to their operational benefits, and this disproportionately impacts mid-market

firms, which are 21% less likely than their larger counterparts to use them to

s | @D

mpediments to
wider adoption
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everal key barriers prevent
many U.S. and Canadian firms
from adopting the virtual card
innovations that can enhance
their payments processes, but the most
common is the belief that their current
systems are incompatible with virtual
cards. Twenty-four percent of the firms in
our study believe this to be the case, and
this share rises to 28% among manufac-

turing firms.

Manufacturing firms are also tied with
healthcare firms as the most likely to
experience problems integrating virtual

cards into their current systems, with 18%

TABLE 2A:

Why some firms have not adopted virtual cards

each citing this as a reason for not being

interested in using virtual cards.

Lacking the in-house expertise necessary
to get the most out of virtual cards is also
a common reason why firms have not
adopted them. Fourteen percent of the
businesses in our study say that they lack

the expertise needed to implement them.

Businesses can often address these bar-
riers by enlisting help from third-party
providers. Outsourcing virtual card opera-
tions to trusted third parties can not only
grant businesses access to the subject

matter expertise they are lacking in-house,

Most important reasons for not using virtual cards, by industry

INDUSTRY

but these vendors can also work with
businesses to find solutions compatible

with their IT systems.

Other common reasons businesses give
fornotusingvirtual cards include a percep-
tion of a lack of interest among business
partners and high costs of acceptance
— and the prevalence of barriers such as
these vary drastically by industry. Just 6%
of manufacturing firms that do not use
virtual cards say this is because their busi-
ness partners lack interest in using them,
compared to 15% of healthcare firms that

say the same.

TABLE 2B:

Why some firms have not adopted virtual cards

Impediments to wider adoption

The solution to these issues is education
and better communication. It is unavoid-
able that some companies may have
concerns over the cons of virtual cards,
for example, but it is also necessary to
include a discussion of how the technol-

ogy can reduce operational costs.

A lack of interest from business partners
can also be a real deterrent for firms that
want to adopt virtual cards — but it can
change. Educating business partners on
the benefits of using virtual cards can go
a long way in opening the door to their

adoption.

Share of firms not using virtual cards for select reasons, by industry

INDUSTRY
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AVERAGE

Manufacturing

Transportation, logistics

Healthcare

and shipping
* Current system cannot accommodate 241%
» Lack of expertise 13.9% 13.4% 10.9% 18.3%
* Problematic transactions 15.1% 20.7% 13.0% 1.3%
* High cost 12.7% 8.5% 17.4% 11.3%
» Lack of supplier/customer interest 12.7% 6.1% 16.3% 15.5%
* Integrating problem 15.9% 18.3% 12.0% 18.3%
* Currency conversion problem 5.7% 4.9% 7.6% 4.2%
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AVERAGE

Manufacturing

Transportation, logistics

Healthcare

and shipping
* Current system cannot accommodate 48.2%
» Lack of expertise 38.4% 30.5% 43.5% 40.8%
* Problematic transactions 31.4% 39.0% 28.3% 26.8%
* High cost 34.7% 341% 40.2% 28.2%
» Lack of supplier/customer interest 34.7% 34.1% 34.8% 35.2%
* Integrating problem 36.3% 35.4% 32.6% 42.3%
* Currency conversion problem 18.0% 13.4% 21.7% 18.3%
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METHODOLOGY

CO N C I U S I O N ccelerating The Time To Realized Revenue Playbook:

The Virtual Card Edition, a PYMNTS and Mastercard

collaboration, examines how today’s large-market

and mid-market businesses are integrating new and
emerging technology into how they make and receive payments.
From Sept. 8 to Oct. 12, 2021, we surveyed a census-balanced
panel of 409 corporate executives from U.S. and Canadian firms
with more than 10 employees and met revenue thresholds: more
than $20 million in revenue for U.S. firms and more than $10
million USD for Canadian firms. Firms were in the healthcare,
manufacturing or transportation/logistics/shipping industries.
Interviewees were required to have knowledge of their com-

irtual cards can help businesses streamline their B2B . :
panies’ accounts payable and accounts receivable or treasury

operations, improve efficiencies and ultimately boost their management operations, and we inquired about the impact of

bottom lines, but many — particularly mid-market firms their latest innovations on optimizing their cash flow and work-

— are hesitant to adopt the technology. Concerns over ing capital. Country subsets were weighted to match a set of

infrastructural incompatibility and a lack of in-house know-how are demographic indicators, and the overall sample was weighted to

preventing them from investing in the virtual cards that can help their account for the relative adult population of each country.
businesses reach their full competitive potential. Enlisting help from
third-party providers can help overcome these hurdles to adoption,
but that is only the first step in what should ideally be a multifaceted
approach to education and discussion about the benefits of virtual

cards.
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PYMNTS.com is where the best minds and the best content meet
on the web to learn about “What’s Next” in payments and commerce.
Our interactive platform is reinventing the way in which companies in
payments share relevant information about the initiatives that shape the
future of this dynamic sector and make news. Our data and analytics team
includes economists, data scientists and industry analysts who work with
companies to measure and quantify the innovation that is at the cutting
edge of this new world.

Mastercard is a technology company in the global payments industry.
Its global payments processing network connects consumers, financial
institutions, merchants, governments and businesses in more than 210
countries and territories. The company’s products and solutions make
everyday commerce activities — such as shopping, traveling, running a
business and managing finances — easier, more secure and more efficient
for everyone. Visit www.mastercard.com/businesspayments for more
information.

Mastercard and its circle design are registered trademarks of Mastercard
International Incorporated.

We are interested in your feedback on this report. If you have questions, comments or would
like to subscribe, please email us at feedback@pymnts.com.
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