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What’s Inside

24 An Insider on Shifting to a Strategic AR Mindset

PYMNTS Intelligence interviews Billtrust’s Murray Sharp
04 An Unstable Economy Elevates AR about why the current economic climate requires not
merely an AR upgrade but also a major shift in opera-

More than eight in 10 businesses believe their AR tional strategy.

teams have become more crucial in recent months,
yet the resources at teams’ disposal remain limited. 30

AR/AP Automation Market to Approach $5B by

10 Checks: Not Making the Cut 2028

With digital transformation becoming a must-have for
companies’ survival, a variety of technologies are driving
the future of AR.

Manual payment methods such as paper checks have
many downsides — never more so than now.

16 Why the Time for AR Automation Is Now 34 About

Why are B2B payments taking so long to go fully dig-
ital? The current economic environment may be just
the wake-up call organizations need to prioritize AR
modernization.

Information on PYMNTS Intelligence and American Express

22 Automation Reduces Delays in Receivables

More AR automation seems to be producing better

results for businesses, according to recent PYMNTS EYMNTS AMERICAN H
Intelligence data. INTELLIGENCE EXPRESS
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Need to Know

Economic conditions have brought AR teams
to the helm at organizations navigating cash

An U nStable flow challenges across industries.
Economy o
E levates A R 88ha§of/cgvners and executives who

believe their AR teams have become more
crucial to their businesses’ success in
recent months

The global economy continues to face strong headwinds in 2023,

with the business-to-business (B2B) sector at the storm center. I 5 44%

Organizations across industries are struggling with delayed pay- )
ments and disruptions to steady cash flow, and the potential for Share of companies that

an extended downturn threatens many more. believe their AR teams have the tools,
resources and skills they need to contend
with the current economy

Amid the tempest, accounts receivable (AR) teams have been
charged with the role of navigator. More than eight in 10 busi-
nesses believe their AR teams have become more crucial in
recent months, yet the resources at teams’ disposal remain lim-

ited. Only 44% of respondents believe their AR teams have the
tools, resources and skills they need to contend with the cur-
rent economy.
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Need to Know Reasons for suppliers’ interest in
taking early payments from B2B
buyers in exchange for a discount:

Late payments

are on the rise. Cash flow gap

Troublingly, 81% of businesses in a June survey said they had
witnessed an increase in delayed payments over the previ-
ous few months, with the manufacturing industry likelier than
others to report a significant rise in late payments.

Working capital need

A 2023 supplier sentiment survey confirms this trend. It deter-
mined that 50% of businesses are being paid late by their
customers — the highest rate in the annual survey’s history,
up sharply from last year’s 36%. Only 44% are paid on time
or early by their customers. To shore up their working capi-
tal and stem cash flow gaps, 59% of surveyed companies said
they would be interested at least some of the time in offering

a discount to B2B buyers in exchange for early payments. 9% Reduce days sales
outstanding (DSO)

Collections/payment
predictability
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Need to Know

In the current
environment, AR automation
Is no longer optional.

A 2023 survey on working capital performance showed that days pay-
able outstanding (DPO) — a measure of the time it takes companies
to pay their suppliers — fell sharply throughout last year, suggest-
ing that companies have reached the cap on negotiating extended
payment terms with these business partners. DPO fell by nearly five

B2B and Digital Payments Tracker®Series | 9

days to an average of 57, with companies dependent on scarcer com-
modities reporting the most dramatic deterioration in DPO. Instead,
it is evident that to prosper in these conditions, companies have no
choice but to invest in AR, digitalize payment technologies and make
the mitigation of delayed payments their first priority.

The B2B space has been slow to embrace technology, but the unde-
niable benefits of a digital-first strategy make it impossible to
postpone adoption any longer. By streamlining payment processes,
reducing administrative costs and offering enhanced visibility into
cash flow, technology investments such as digital invoicing and AR
automation are paying off for the companies that make them. Nearly
three-quarters of adopters in a recent survey reported seeing faster
payments, resulting in better cash flow and customer relationships.
Supporting AR teams with modern tools and training will provide
them with the equipment they need to chart a successful course
through the economic storm.

a
Digital payments
i % 55% 48%
of:fer a sc?lutlon to 68 (o) (o) (o)
frictions in the order-
to-cash (OTC) Cyc3le Share of CFOs who say Share of CFOs who say Share of CFOs who
that are threatening payment-related delays disputes and exceptions say shipping-related
cash flow were an issue in the last were an issue in the last problems were an issue
’ six months six months in the last six months
_

J
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News and Trends

Checks:
Not Making the Cut

A recent article reports that despite an ongoing shift toward digital
transactions, 81% of B2B companies still use paper checks.

Although this finding is not news, its implications in an increasingly
digital world could cost companies. Manual payment methods such
as paper checks have many downsides — never more so than now.
Paper checks are slow payments that help clog AR streams. They
not only pose a higher risk of errors but also offer an easy attack
vector for fraudsters. They are readily lost or stolen in transit, and
the administrative tasks required to process them consume valuable
staff time and company resources that would be better invested in
more strategic endeavors.

Digital solutions powered by modern innovations can overcome the
challenges and frictions inherent in paper checks while boosting
workflow efficiency. Moreover, AR automation not only reduces costs
but also positions companies to compete in today’s — and tomor-
row’s — faster, increasingly digital payments landscape.
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News and Trends

77% of AR teams
are behind schedule

Evidence that AR is in need of support and prioritization
continues to mount. A recent survey finds that AR teams
are straining to stay above water in collecting payments on
invoices, with many falling weeks or even months behind
schedule. The survey of 300 CFOs determined that only 23%
of AR teams are up to date on collections, while an almost
equal share — 22% — are months behind. Meanwhile, 38% are
slightly behind, 15% are weeks behind and 2.3% say they will
never catch up.

These problems are ongoing, with 54% of finance leaders in a 2022
study citing reduction in cash flow delays as a top need and 41%
calling payment speed the biggest roadblock to their AR processes.

Part of the problem is one of sheer volume, with 41% of teams
processing 300 to 2,500 invoices per month, 28% processing
between 2,500 and 10,000 monthly, and 10% processing an
astounding 10,000 invoices or more in any given month.

The current report advocates the use of collaborative payment
portals that allow for two-way communication between compa-
nies’ AR teams and customers’ accounts payable (AP) teams to help
solve matters.
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https://www.cfodive.com/news/most-accounts-receivable-teams-are-behind-schedule-survey/689082/
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News and Trends

Inflation maintains
pressure on smaill
business cash flow

A study of 500 small business owners across the United 55% 56%

States shows the current macroeconomic climate presenting
severe challenges and making cash flow a top priority for 85%.

. : . . Share of small Share of small
According to the study, inflation has had an extreme or high . .
impact on cash flow for 48% of small business owners over business owners business owners
the past six months, with 45% saying they have had to forgo who do not use who have not set
their own paychecks and 22% saying they have not been able accounting software up invoice payment
to pay bills. to track payments services

Although 70% of small business owners say they use digital
tools to review their cash flow, they admit to leaving many

tools untapped: 55% of owners do not use accounting software
to track payments, 56% have not set up invoice payment ser-
vices and only 11% use cash flow forecasting tools.

© 2023 PYMNTS Intelligence All Rights Reserved
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PYMNTS Intelligence

Why the Time
for AR Automation
Is Now

With more than eight in 10 companies still seeing delayed payments
rise in 2023, concerns about the global economy remain high. Small
business owners’ top reported financial challenges over the last 12
months were limited or inconsistent cash flow, at 40%, and no cash
reserves for emergencies, at 29%. In addition, 58% of business own-
ers disclosed that cash flow worries had affected their personal
well-being, citing stress, anxiety and sleepless nights as the top
three impacts they experienced.

It is no surprise that an equal share of companies — eight in 10 —
therefore see their AR teams as more crucial now, with 64% of CFOs
saying they definitely need more automation in their AR processes.
Nevertheless, manual methods still prevail, with 81% of compa-
nies using paper payments for commercial purchases. Why are B2B
payments taking so long to go fully digital? The current economic
environment may be just the wake-up call organizations need to pri-
oritize AR modernization.

© 2023 PYMNTS Intelligence All Rights Reserved
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PYMNTS Intelligence

Recent statistics reveal the dire state
of AR in 2023.

Lifeblood in jeopardy T1% £0%

17

One reason for B2B’s slow digital transformation is that com-
panies are not assigning AR operations the priority they deserve

due to legacy notions about AR’s importance — or lack thereof. h Share of AR teams Share of small business
that are running owners reporting
“It's a part of the business that is sort of forgotten, misun- behind schedule limited or inconsistent

derstood, when really your AR practitioners are the lifeblood
of your cash flow,” Russell Lester, CFO of Versapay, said in a
recent article reporting that more than three-quarters of AR
teams are running behind schedule. “I think modern CFOs are the last 12 months
realizing they hold the tip of the spear in generating healthy
cash flow: The number one way [to achieve it] is [by] getting

cash flow as their top
financial challenge over

paid for what you did.” -

As a result of these misplaced priorities, the typical in-house
AR program runs the same way it has for the last 20 or 30 years
— using tools and processes that are manual and clunky, not
just for merchants but also for their customers.

This customer side of the B2B equation, however, is precisely
what is making AR automation so urgent, as making it difficult
for B2B customers to do business can put relationships at risk.

%
© 2023 PYMNTS Intelligence All Rights Reserved \ © 2023 PYMNTS Intelligence All Rights Reserved


https://www.pymnts.com/news/b2b-payments/2023/death-by-paper-cut-the-hidden-costs-of-commercial-checks/
https://www.cfodive.com/news/most-accounts-receivable-teams-are-behind-schedule-survey/689082/
https://www.cfodive.com/news/most-accounts-receivable-teams-are-behind-schedule-survey/689082/

20 | B2B and Digital Payments Tracker® Series

PYMNTS Intelligence

Collaborative
communication:
Bridging the AR-AP gap

At the heart of effective B2B relationships is AR teams’ abil-
ity to collaborate with customers’ AP teams to speed invoices’
processing and payment. Even if payment portals are available,
communication silos are a major contributor to AR logjams,
according to a recent study, with companies having approx-
imately $4 million in outstanding invoices every month due
to disputes and lapses in communication between B2B part-
ners. Improving communication reduces cash flow delays by
enhancing customers’ ability and willingness to pay.

Standard payment portals generally do not allow for two-way
communication between AR teams and customers’ AP teams,
permitting only the viewing of invoice and account statuses.
Cloud-based collaborative AR portals, on the other hand, offer
the added dimension of communication in real time to negotiate

B2B and Digital Payments Tracker®Series | 21
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How often do challenges with invoices
arise that are outside the ability of your
current payment processing systems,
forcing your AR team to step in and
resolve them manually?

80%

Multiple times per month or more

© 2023 PYMNTS Intelligence All Rights Reserved K

N 53%

Multiple times per week or more

& 20%

Multiple times per year or more

-

invoice disputes at the line-item level within the application. Without
this dimension, businesses must resolve these disputes manually,
jeopardizing both staff time and customer experience. Combining
automated technology with customer communication can bridge
the divide that so frequently disrupts cash flow. With newer, cloud-
based systems offering highly effective solutions, companies can no
longer afford to hesitate.
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Chart of the Month

How Automation
Reduces Delays
in Receivables

More AR automation seems to be producing better results for
businesses, according to recent PYMNTS Intelligence data. CFOs
of companies that automate more than half their AR processes
report a meaningful reduction in DSO, with 85% achieving a
decline in DSO associated with automation of payments and
exceptions handling and 78% achieving a reduction via auto-
mated invoice tracking. By contrast, only 67% and 33% of firms
automating less than half their AR workflows achieved reduc-
tions in DSO via these automations, respectively.

Source: PYMNTS Intelligence

How Automations Reduce Receivables Delays, July 2023

N = 30: Firms that used digital technologies or automations to support AR
processes, fielded April 11, 2023 - April 26, 2023

© 2023 PYMNTS Intelligence All Rights Reserved
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AR automation and payment delays

Share of firms that reduced days of delay after automating
select areas of AR, by level of automation

MORE

THAN 50%
AUTOMATED
AR

UP TO 50%
AUTOMATED
AR

Receiving
a pur-
chase order

Invoice
errors and
discrepancies

Invoice
tracking
methods

Payments
and
exceptions

4%

82%

718%

85%
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Insider POV

- PYMNTS interviews Murray Sharp, vice
An Insider on i

president of partnerships, channel sales &

Shifting to a Strategic business development at !3illtru.s.t, about
o why the current economic environment
AR Mindset

requires not merely an AR upgrade but
also a major shift in operational strategy.

Certainly, stubborn

inflation dominates the The current economic and business environment is push-
economic landscape ing companies’ buttons in more ways than one. According to

di t kets i a recent study by Billtrust, the biggest influences on busi-
an |mpac S markets In nesses right now are inflation pressure, the need for financial

unpredictable ways, as do resilience and the increasing unreliability of supply chains.

unrelenting interest rate These forces are driving more and more companies to one

S . inescapable conclusion: Automation of their AR and AP pro-
R G hikes from the U.S. Federal S .

Vice president of Reserve. That’s why it’s so

partnerships, channel sales

& business development critical to automate your

systems to reduce cycle
71 billtrust times and get paid faster.
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“Certainly, stubborn inflation dominates the economic landscape
and impacts markets in unpredictable ways, as do unrelenting inter-
est rate hikes from the U.S. Federal Reserve,” Sharp told PYMNTS
Intelligence. “That’s why it’s so critical to automate your systems to
reduce cycle times and get paid faster.”

Unfortunately, he said, there are still many companies that have not
managed to make it to the connected stage of maturity. Only 15% of
respondents to the survey had a connected OTC process based on
real-time data. Making the shift to digital AR is a giant leap for many,
requiring a change not merely of mind but of mindset.

The impact of manual AR/AP processes on businesses’ bottom lines
is direct and tangible — especially for certain verticals. A stun-
ning 94% of respondents to the survey indicated that manual OTC
processes have negative impacts on their businesses’ profitability,
Sharp said. Companies in the construction industry, in particular,
report that almost one-third of their AR dollars are paid severely
delinquent — or more than 91 days past due. With 77% of CFOs say-
ing that digital transformation of the OTC process is crucial to their
organizations’ survival, companies are having to take a more aggres-
sive stance on AR management.

Several technologies are showing promise in addressing these chal-
lenges. To elevate cash management to the paramount status it
demands, companies need the tools that allow them to make more
strategic decisions based on data and trends impacting their key
performance indicators.

Sharp noted that CFOs are routinely asked to answer broad ques-
tions in real time, and accurately determining cash and liquidity on
these terms can be exceedingly difficult for complex companies.
Firms must therefore look for complete cloud-based software solu-
tions that help them improve the entire OTC process in real time
from end to end — credit, invoicing, payments, cash application, col-
lections — integrated with advanced analytics and reporting to help
C-level executives make better decisions.

On this front, artificial intelligence (Al), he said, is already having a
tremendous impact on many financial business processes. Al has
been shown to boost efficiency, help manage risk and provide predic-
tive insights as well as improve the customer experience. However,
despite the sky-high expectations for Al’s ability to turn companies
around, he said, CFOs are still in learning mode when it comes to
effectively implementing this technology.

© 2023 PYMNTS Intelligence All Rights Reserved
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Unified, collaborative AR solutions hold the key to success for busi-
nesses now. To address the current challenges and stay competitive,
Sharp said, CFOs and financial leaders are tapping unified software-
as-a-service (SaaS) solutions for AR. These systems bring together
a range of essential tools and functionalities for AR teams in one
place and are designed to streamline financial operations, enhance
collaboration with B2B partners and provide real-time insights for
more informed decision-making.

“A complete, collaborative suite of AR software minimizes the chal-
lenges caused by disjointed software systems — as well as by
manual data entry, errors, wasted time and immature AR processes,”
he concluded.

Shifting to an Intelligent OTC Mindset
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Functional: Consumed with the
day to-day operation of the AR
and treasury department.

Strategic: AR can focus on higher
level tasks like working capital
management and cash forecasting.

Manual: Workflows are filled with

tedious, heavily-manual

AR processes. i
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Disconnected: AR management
is isolated from other related

Automated: Low-level processes
are enhanced by Al-based
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Reactive: AR is handcuffed by daily -
operations and unable to look
beyond the crisis of the day.
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- Predictive: AR can look beyond
{ today with Al-driven Insights.

Operational focus: “Bean-counting”
with a focus on the efficiency
of the department.

Customer focus: AR is actively
finding ways to Improve the
customer experience,

N

Source: Permenter, K. The Evolution of Order-to-Cash: Billtrust Global Order-to-Cash Study. IDC.

2023. https://www.billtrust.com/resources/industry-reports/the-evolution-of-order-to-cash.
Accessed September 2023.
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What’s Next

AR/AP

Automation Market
to Approach $5B
by 2028

The global AR/AP automation market, valued at $2.8 billion in
2022, is anticipated to grow at a compound annual growth rate
(CAGR) of 10% over the next five years to reach $4.96 billion
by 2028. With digital transformation becoming a must-have for
companies’ survival, a variety of technologies are driving the
future of AR. These include machine learning (ML) for billing and
cash applications; automated workflows; virtual assistants; Al
analytics for forecasting accuracy; and application programming
interfaces (APIs) for connecting disparate systems. Economic
uncertainty is highlighting the importance of cloud technology
for access anytime and anywhere. Adopting these strategies
will confer on companies the agility they need to respond to
rapidly changing business dynamics.
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What’s Next

We’ve been hearing
from businesses more
and more that efficient
processes help them
better manage their

cash flow and preserve

working capital, which
are critical to business
strategy and planning.
Modernizing and automating
the AP and AR processes can be a game-
changer, helping businesses to better keep
track of all the inflows, outflows and
moving pieces associated with each.

TRINA DUTTA
AMERICAN) Vice president and general manager

EXPRESS B2B Payments Automation, Global
Commercial Services
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Upgrading to

automated AP/

AR solutions, and

exploring end-

to-end payments
platforms through
partners like American
Express, allows businesses

to pay and get paid more
efficiently, saving them time
and money previously spent on
back-office processes.

R. J. ANCONA

Vice president and general manager
B2B Product, Partner and

Client Management, Global Merchant
Network Services

AMERICAN
EXPRESS
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PYMNTS Intelligence 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 rein-
venting 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.

The PYMNTS Intelligence team that produced this Tracker:

Alexandra Redmond
Senior Writer

Aitor Ortiz

Managing Director

American Express is a globally integrated payments com-
pany, providing customers with access to products, insights
and experiences that enrich lives and build business suc-
cess. 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: personal cards, business cards, B2B supplier
center, travel services, gift cards, prepaid cards, merchant
services, Accertify, Kabbage, Resy, corporate cards, business
travel, diversity and inclusion, corporate responsibility and
Environmental, Social and Governance reports.

B2B and Digital Payments Tracker® Series

Disclaimer

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 INTELLIGENCE MAKES
NO REPRESENTATIONS OR WARRANTIES OF ANY KIND, EXPRESS OR IMPLIED, REGARDING THE
CORRECTNESS, 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
CONTENT WILL SATISFY YOUR REQUIREMENTS OR EXPECTATIONS. THE CONTENT IS PROVID-
ED "AS IS” AND ON AN “AS AVAILABLE" BASIS. YOU EXPRESSLY AGREE THAT YOUR USE OF THE
CONTENT 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 INTELLIGENCE SHALL NOT BE LIABLE FOR ANY DAMAGES WHATSOEVER, AND, IN
PARTICULAR, SHALL NOT BE LIABLE FOR ANY SPECIAL, INDIRECT, CONSEQUENTIAL, OR IN-
CIDENTAL 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 ADVISED 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 TS 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 Intelligence
is the property of PYMNTS and cannot be reproduced without its prior written permission.

The B2B and Digital Payments Tracker® Series is a registered trademark of What's Next Media &
Analytics, LLC ("PYMNTS Intelligence’)
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