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What’s Inside

04 Cash Flow Digitization’s Overwhelmingly
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Positive Results

Pandemic-related investments in working capital trans-
parency paid off, but there is still room for improvement in
many industries.

Inflation Pressures Push SMBs to the Brink

Main Street businesses’ margins are being squeezed by ris-
ing wages and decreased consumer spending. They need
to cut costs without cutting essential functions.

Eliminating B2B Payments Pain Points

Better automation and integration of systems can help
companies of all sizes adjust to economic challenges and
exploit opportunities.

SMBs Face Mounting Pressure on Payments

With tightening budgets making it harder to manage work-
ing capital, SMBs are looking for ways to improve payments’
transparency and speed.

© 2023 PYMNTS All Rights Reserved
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22 Minding the Details in Working Capital
Transparency
PYMNTS interviews Nathaniel Katz, CFO at eCommerce
software provider Rokt, about the importance of shared

data and integrations in ensuring that automation tools
improve working capital transparency.

28 Working Capital Solutions Take Center Stage

Companies are coming up with innovative products and
solutions to help ease working capital pain points across
industries.

30 AR Automation Market to Reach $6.5B by 2027

The need for better AR transparency and integrated man-
agement solutions is driving the AR automation market to
new heights.

32 About
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Need to Know L. Lo .
Positive results from digitization

investments are helping to fuel further
spending on working capital transparency.

Cash Flow _
Digitization’s = 42%

Share of all surveyed CFOs who plan to invest

Ove rW h e lm i n gly in working capital and credit digitization
Positive Results
50%

The pandemic jump-started many companies’ efforts to Share of all surveyed CFOs who plan to
improve internal financial transparency for working capital, invest in AR digitization

accounts receivable (AR) and accounts payable (AP). The
digital revolution is far from over, however. Working capital

and credit digitization was cited as creating improvements E o
by 77% of surveyed CFOs, and now 82% of companies have = 52 /o
investment plans for working capital and credit technology. =2

Share of all surveyed CFOs who plan to

For AR and AP, 75% and 72% of CFOs, respectively, said Invest in AP d'g'tlzatlon

that technology investments created improvements, com-
pared to only 7.1% and 4.6%, respectively, who said things
got worse. Those who eschewed investment have taken
notice, with 68% and 64% of firms that did not invest in AP
and AR, respectively, planning to do that spending now.

© 2023 PYMNTS All Rights Reserved
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Need to Know

Working capital
transparency is driven
by pressing needs.

Late payments and cash flow troubles exacerbated by
the banking crisis are an international problem. This
is driving interest in payments automation as busi-
nesses pivot from legacy payments.

About one-fifth of companies around the world
reported that payments are now commonly received
90 days or more past due. The United States

construction industry alone saw a 53% jump in costs
related to delayed payments, from $136 billion in 2021
to $208 billion in 2022.

For subcontractors, 49% of those surveyed reported
waiting an average of 30 days for payments from gen-
eral contractors, and 27% put liens on properties to
ensure they were paid for their work. General con-
tractors have been forced to use credit cards and
even personal savings to cover their project costs.

© 2023 PYMNTS All Rights Reserved
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Late payments are adding to the costs of
doing business, forcing some to rely on
credit just to keep working.

O/ HNEEEEEEEEN o
~ 49% EegReeEass - 41%
Portion of general ENEEEEENEN Portion of general

.  HEEEEEEEEE .
contractors using contractors using
credit cards to cover lines of credit to
project costs cover project costs

O/ HEEEEEEEEEN O/ um

~ 40% Eeaaseates ~ 28% g
Portion of general ENEEEEENEN Portion of general
contractors using contractors using
business savings to personal savings to
cover project costs cover project costs

-
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https://bmmagazine.co.uk/in-business/late-payments-soar-as-pressure-grows-on-suppliers/
www.pymnts.com/back-office/2023/turnkey-payments-solutions-drive-big-efficiencies-for-business-says-amex
www.pymnts.com/news/b2b-payments/2023/to-have-an-impact-business-payments-innovations-must-move-as-fast-as-customer-needs/
https://rebusinessonline.com/delayed-payments-result-in-208b-cost-impact-for-u-s-construction-industry-in-2022-new-report-reveals/
https://rebusinessonline.com/delayed-payments-result-in-208b-cost-impact-for-u-s-construction-industry-in-2022-new-report-reveals/

~

© 2023 PYMNTS All Rights Reserved

8 | B2B and Digital Payments Tracker® Series

Need to Know

Innovation can
solve payment
problems.

B2B and Digital Payments Tracker®Series | 9

The transportation and logistics sector has also been facing pay-
ments problems created by slow processes and manual payments,
and AP platform innovation is commonly seen as the solution.
Eighteen percent of surveyed companies said they have problems
with visibility and transparency in their payment processes, and 67%
say it is an urgent priority.

Even those that do not see it as a priority are still looking for ways
to improve, and 45% of all surveyed companies have plans to inno-
vate their AP platforms within three years, though only 3.9% have
started. Companies expect that the improved transparency will lead
to faster payments and better vendor relationships.

/.

Logistics and transportation
companies looking at

AP platform innovation
anticipate multiple benefits.

companies expecting

transparency from AP
platform improvements

. = @
= B

65% 83%

Portion of surveyed

718%

Portion of surveyed
companies expecting
AP platform

better visibility and AP platform

payments faster

Portion of surveyed
companies expecting

improvements to make improvements to improve
vendor relationships
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News and Trends

Inflation Pressures
Push SMBs
to the Brink

Inflation means not just rising prices but also rising wages,
pinching margins ever tighter for many small to mid-sized
businesses (SMBs). With average U.S. hourly wages climb-
ing 4.2% year over year in March, small businesses may
have to make impossible choices to stay afloat.

Hiring has slowed significantly in industries such as lei-
sure and hospitality, but cutting workers means cutting
customer service and growth potential as well. Businesses
can eliminate or reduce nonessential costs by automating
AR and AP.
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News and Trends

Electronic payables
gaining in prominence

Along with greater automation, faster payment processes
present another tool for improving cash flow. Eighty-one
percent of the 53% of healthcare companies that already
support real-time payments plan to continue investments
in the technology. Similarly, 53% of finance and insurance
businesses are already invested, with 67% saying they will
continue to invest.

ePayables are becoming an essential AP tool. They employ
virtual cards associated with specific suppliers to permit real-
time invoice payments. Thirty-seven percent of healthcare,
finance and insurance companies already use ePayables to
improve AP performance. Out of those that have not already
eschewed paper check payments, 92% of healthcare compa-
nies and 86% of finance and insurance companies also have
plans to spend on the associated technologies.

© 2023 PYMNTS All Rights Reserved
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Saving money with better
ERP integration

A recent survey of finance professionals highlights the need for
better enterprise resource planning (ERP) systems integration
to solve problems with cross-border payments. Survey respon-
dents from businesses already operating globally are waiting
97 days on average to receive payment for purchases made on
credit. They also report problems with payments reconciliation
and managing refunds and chargebacks. Although the major-
ity agreed that their ERP systems provide the functionality
they need, that functionality is not applied equally to domestic
and international receivables. Most or nearly all executives felt
their businesses could benefit from tighter integration of cross-
border payments with their ERP systems.

89% 98%

Share of surveyed finance Share of surveyed finance
professionals who say professionals who say
improved ERP integration domestic and international
would save money on payments on a single
cross-border receivables platform is beneficial

© 2023 PYMNTS All Rights Reserved
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PYMNTS Intelligence

Eliminating

The benefits of
B2.B Pa¥ ments automation and integration
Pain Points

Particularly for SMBs, stepping up to the next level of B2B
While buyers and suppliers have differing business-to-

payments is essential for staying competitive in a global
economy. Payments digitization can improve the speed and

business (B2B) payments pain points, both could bene- y g P P

fit from platforms that improve payments transparency.

convenience of making and receiving payments while also
) _ making those transactions more predictable and secure.
Forty-seven percent of surveyed SMB suppliers listed a

lack of transparency in when payments are received as

In addition, using the same system for both domestic and
, , , , international payments can simplify cash flow tracking and
a top pain point, while 45% of payors pointed to manual
. : management.
reviews holding up the process.
, _ , _ At the same time, companies that have yet to automate
At the same time, 44% of suppliers cited problems with . : .
) i ) payments often underestimate the benefits of greater trans-
the invoice approval process and 39% said they have had . .
, , . parency. While 32% of surveyed software-as-a-service (SaaS)
problems with a lack of systems integration. These are
exactly the types of problems that can be solved with S

parency as a top benefit.

R firms that do not yet use enhanced automation in payments
_ _ i ‘3“}‘: anticipate transparency benefits, 49% that are managing
improvements to ERP systems and greater integration and S . . . .

. X non-payroll spending with enhanced automation listed trans-
automation of back-office processes. /

|
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PYMNTS Intelligence

More than half of SaaS firms use enhanced
spending automation, but top anticipated
benefits do not match experience.

@ 49%

32%

Portion of
companies
without enhanced
automation

that anticipate
transparency will
be a top benefit

31%

Portion of
companies
without enhanced
automation that
anticipate reduced
errors will be

a top benefit

© 2023 PYMNTS All Rights Reserved

Portion of
companies

using enhanced
automation that
cite transparency
as a top benefit

23%

Portion of
companies

using enhanced
automation that
cite reduced errors
as a top benefit
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On the other hand, ERP automation can be easier said than
done. More than half of surveyed retailers have had significant
problems in finding reliable ERP systems and getting them set
up. On average, respondents experienced delays greater than six
months when making major improvements to back-office soft-
ware, despite many projects already scheduled to take months
or years to complete on time. These projects also commonly
cost 34% more than initial estimates. It is essential that com-
panies thoroughly understand what they are getting into before
starting major ERP system improvements.

© 2023 PYMNTS All Rights Reserved
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PYMNTS Intelligence Finding the right solution

Not all ERP systems are created equal. While 86% of surveyed
executives said they turn to their ERP systems when looking for
real-time data, only 23% are able to get it from their existing
software. In fact, 99% of respondents said their ERP sys-
tems regularly do not have the information they need to make
decisions.

While some users opt to build out additional functionality
over time, this is a suboptimal solution. Companies upgrading
or implementing new ERP systems need to find software that
meets both their current and future needs, with functionality
tailored to their industries and sectors. An ERP system should
help decision-makers act on the fly, quickly responding and
adapting to both challenges and opportunities.

86% 23%

Portion of surveyed Portion of surveyed
executives who use their executives who are able to
ERP systems to look for find the information they

real-time data need on their ERP systems

© 2023 PYMNTS All Rights Reserved © 2023 PYMNTS All Rights Reserved
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Chart of the Month

SMBs Face

Mounting Pressure
on Payments

The tight economy has significantly reduced the reach of
available working capital, adding to the demand for bet-
ter transparency in both AR and AP. Forty-seven percent

of SMBs are concerned about a lack of receipt foresight
when it comes to receiving payments. However, concerns
overlap across the entire process, with late payments, rec-
onciliation, lack of integration to other systems and long
receipt times all cited as concerns by surveyed SMBs.

——

——
—
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[/ T]]

Problems SMBs face when receiving B2B payments

Share of SMBs citing select problems they face in receiving pay-

ments, by level of concern

B Most concerning
l Concerning, but not ranked as most concerning
H Total

Lack of receipt foresight
16% I
31% I
47% I

Length of approval process
14% I
30% I
44% I

Lack of integration to other systems
14% I
26% I
39% I

Long receipt times
8% Il
30% I
38% I

High processing fees
8% Il
29% I
37% I

Late payments
6% Il
29% I
35% I

Reconciliation
7% 1
25% I
32% I

Lack of payment choice
4% 1
25% I
29% I

Payment by check
3% 1
25% I
28% IS

Payment tracking
3% 1
24%
27% I

Fraud
7% 1R
19% I
25% I

Lack of working capital options
3% N
18% I
21% I

No confirmation of receipt invoice
2% 1
18% IS
20% I

Remote workforce
2% 11
12% I
14% IR

Hesitance to use supplier portal
2% 1
9% Il
1% I

Slow onboarding
1% 1
10% .
11% I

Source: PYMNTS

The AP/AR Quick-Start Guide: Reducing B2B Payments Friction for SMBs, August/September 2022
N = 500: Whole sample, fielded Nov. 22, 2021 - Dec. 20, 2021

e
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Insider POV

Minding the Details
in Working Capital

NATHANIEL KATZ
CFO

Transparency

I’'ve always been a big
proponent of taking time
to diligently work through
requirements and do the
appropriate testing. | think

jamming these systems in
often leads to bad outcomes.

PYMNTS interviews Nathaniel Katz, CFO

at eCommerce software provider Rokt,

about the importance of shared data and
integrations in ensuring that automation tools
improve working capital transparency.

There are plenty of opportunities to use artificial intelli-
gence (Al) in automating the work that CFOs oversee, but a
lot of that has not happened yet. The biggest role of auto-
mation in company finances is helping to make data more
visible to the people who need to see it, Katz said. While
there are also applications such as forecasting, in which
Al can help to make better sense of the information that
is available, where the technology has its greatest poten-
tial is in making otherwise opagque data points visible to
decision-makers.

© 2023 PYMNTS All Rights Reserved
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Insider POV
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The more data a company has and the better it is sharing it, the
greater a concern security becomes. In the midst of making data
more transparent, businesses need to be just as mindful of not over-
sharing to the wrong people. As companies’ data sets become more
useful due to automation and integration, those businesses are not
the only ones for whom that information could be useful. The soft-
ware used and how it is implemented can have a significant impact
on how secure a company’s data is.

A great product is still only as good as its implementation. Katz said
that how well automation software works still depends a lot on the
organization deploying it. Simply implementing a system without dil-
igent and deliberate testing can even make the situation worse for
working capital transparency. On the other hand, if teams are con-
nected and everyone understands the software, automation can be
a significant boon for productivity. Just as with any system, it comes
down to ensuring that data is shared rather than siloed and that the
people on the ground are invested in and understand the tools they
are using.

Better connectivity and integration, such as through out-of-the-box
application programming interfaces (APIs), would help with success-
ful automation implementation. Friction is an issue whether dealing
with business-to-consumer (B2C), business-to-business (B2B) or
even internal data sharing. However, the strides that have been made
in reducing friction for B2C transactions have not been seen in other
aspects of business digitization. Katz said that B2B companies in
particular have a lot of ground to make up in this regard. If compa-
nies want to be able to move at speed in the digital age, they will
need to focus on reducing or eliminating friction points in their digi-
tal implementations at every level.

Legacy systems can create bottlenecks, and even new systems can
force information into silos, but the right architecture can help.
Katz said he has seen narrow uses of data and lack of information
transparency create problems across businesses. One solution is an
enterprise data warehouse built on uniform architecture and using a
common vernacular throughout the organization. With the ability to
access data across a company’s internal systems both intelligently
and quickly, businesses can unlock a previously unrealized set of
possibilities for leveraging data.

© 2023 PYMNTS All Rights Reserved
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Working capital
transparency requires
attention to the details.

o
ﬁom Data is useful only if the people
who need it can see it.

ﬂ The best automation is only as
=t good as its worst implementation.

]@ Enterprise data needs common

access and a common vernacular.
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Companies to Watch L
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) novo
WV

Novo is piloting a program to assist
small business owners in need of work-
ing capital. Businesses will have access
to cash advances of up to $50,000, and
Novo has already advanced more than
$20 million under the program.

Working Capital
Solutions Take
Center Stage

>/ LOCKSTEP®

A

Lockstep recently improved the payments integration of its con-
nected accounting network. Users will now be able to accept
online payments through the Lockstep Self-Service portal from
PayPal, Stripe and other payment processors.

YOUR CASHFLOW. RE 5

YOUR CASHFLO

TanServ has launched an AR SaaS solution to help businesses
of all sizes better manage B2B receivables. The software has
ready-to-use, industry-tailored and fully customizable versions
meant to meet the needs of differing sizes of companies.

© 2023 PYMNTS All Rights Reserved © 2023 PYMNTS All Rights Reserved
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What’s Next

The need for working capital has increased

4 with inflation and rapidly rising interest rates.
We know that many companies are exploring
new tools and solutions to improve their back-

A R Au to m ati O n office processes to preserve working capital

and save time. In a recent survey conducted by

M arket to ReaCh American Express, we heard that 79% of B2B

buyers who use a credit card to make company

$6 5 B b 2027 purchases agree that their company uses credit
° y cards as a working capital tool. Digitizing and

automating both AP and AR processes can give
With more companies seeking to get a handle on companies much greater control and insight in
such areas as credit evaluation and management and the management of their cash flow. *
cash application automation, Al and machine learn-
ing will continue to be growth areas for accounting
software. The AR automation market is expected to
experience a compound annual growth rate of just
over 14%. By 2027, the global AR automation market
could be worth $6.5 billion as a result.

PAVAN KRISHNA
Vice President, B2B Products

and Partnerships at
AMERICAN EXPRESS

* This poll was commissioned by American Express and conducted by Morning Consult
from Nov. 17-26, 2022, among 1,000 B2B buyers. B2B buyers are defined as adults
having a manager level role or higher within a company with at least 11 employees and
using a credit card in their role to purchase goods/services from other businesses on N\
behalf of that company. :
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About Disclaimer

PYMNTS' pYMNTS 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.

AMERICAN EXPRESS American Express is a globally integrated payments com-
pany, providing customers with access to products, insights
and experiences that enrich lives and build business success.
Learn more at americanexpress.com, and connect with us on
Facebook, Instagram, LinkedIn, Twitter and YouTube.

Key links to products, services and corporate responsibil-
ity information: charge and credit cards, Business Class for
Merchants, business credit cards, travel services, gift cards,
prepaid cards, merchant services, Accertify, InAuth, corporate
card, business travel and corporate responsibility.

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

The B2B and Digital Payments Tracker® Series may be updated periodically. While reasonable
efforts are made to keep the content accurate and up to date, PYMNTS MAKES NO REPRE-
SENTATIONS OR WARRANTIES OF ANY KIND, EXPRESS OR IMPLIED, REGARDING THE COR-
RECTNESS, ACCURACY, COMPLETENESS, ADEQUACY, OR RELIABILITY OF OR THE USE OF OR
RESULTS THAT MAY BE GENERATED FROM THE USE OF THE INFORMATION OR THAT THE CON-
TENT WILL SATISFY YOUR REQUIREMENTS OR EXPECTATIONS. THE CONTENT IS PROVIDED ‘AS
IS” AND ON AN “AS AVAILABLE™ BASIS. YOU EXPRESSLY AGREE THAT YOUR USE OF THE CON-
TENT IS AT YOUR SOLE RISK. PYMNTS SHALL HAVE NO LIABILITY FOR ANY INTERRUPTIONS IN
THE CONTENT THAT IS PROVIDED AND DISCLAIMS ALL WARRANTIES WITH REGARD TO THE
CONTENT, INCLUDING THE IMPLIED WARRANTIES OF MERCHANTABILITY AND FITNESS FOR A
PARTICULAR PURPOSE, AND NON-INFRINGEMENT AND TITLE. SOME JURISDICTIONS DO NOT
ALLOW THE EXCLUSION OF CERTAIN WARRANTIES, AND, IN SUCH CASES, THE STATED EXCLU-
SIONS DO NOT APPLY. PYMNTS RESERVES THE RIGHT AND SHOULD NOT BE LIABLE SHOULD
IT EXERCISE ITS RIGHT TO MODIFY, INTERRUPT, OR DISCONTINUE THE AVAILABILITY OF THE
CONTENT OR ANY COMPONENT OF IT WITH OR WITHOUT NOTICE.

PYMNTS SHALL NOT BE LIABLE FOR ANY DAMAGES WHATSOEVER, AND, IN PARTICULAR, SHALL
NOT BE LIABLE FOR ANY SPECIAL, INDIRECT, CONSEQUENTIAL, OR INCIDENTAL DAMAGES, OR
DAMAGES FOR LOST PROFITS, LOSS OF REVENUE, OR LOSS OF USE, ARISING OUT OF OR
RELATED TO THE CONTENT, WHETHER SUCH DAMAGES ARISE IN CONTRACT, NEGLIGENCE,
TORT, UNDER STATUTE, IN EQUITY, AT LAW, OR OTHERWISE, EVEN IF PYMNTS HAS BEEN AD-
VISED OF THE POSSIBILITY OF SUCH DAMAGES.

SOME JURISDICTIONS DO NOT ALLOW FOR THE LIMITATION OR EXCLUSION OF LIABILITY
FOR INCIDENTAL OR CONSEQUENTIAL DAMAGES, AND IN SUCH CASES SOME OF THE ABOVE
LIMITATIONS DO NOT APPLY. THE ABOVE DISCLAIMERS AND LIMITATIONS ARE PROVIDED BY
PYMNTS AND ITS PARENTS, AFFILIATED AND RELATED COMPANIES, CONTRACTORS, AND
SPONSORS, AND EACH OF ITS RESPECTIVE DIRECTORS, OFFICERS, MEMBERS, EMPLOYEES,
AGENTS, CONTENT COMPONENT PROVIDERS, LICENSORS, AND ADVISERS.

Components of the content original to and the compilation produced by PYMNTS is the prop-
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