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WHAT'S AT STAKE

usinesses are anticipating making and receiving pay-
ments to be even more of a core necessity in the future.
On average, firms expect a 50% increase in payments
made and a 46% increase in invoices delivered over

the next three years. More invoices to issue and pay means
more work for businesses that process accounts manually; 79%
of firms surveyed expect an increase in the number of payments
made through their accounts payable (AP) systems and 75%
expect an increase in the number of invoices delivered through
their accounts receivable (AR) systems. Automating those pro-
cesses can determine whether vendors or suppliers get paid
on time or late and if businesses collect receivables quicker or
slower.

This report investigates the investments executives from mid-
size firms with responsibilities in AP, AR and payment strategy
have made or are planning to make to automate and stream-
line their processes. It also explores why businesses hold off on
automating their AP/AR processes.
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of firms expect the number of
payments made through their
AP systems to increase.

These are just some of the findings detailed in Accounts Payable
and Receivable Trends and the Path to Profitability, a PYMNTS
Intelligence and American Express collaboration. This report
examines executives’ beliefs about AP/AR automation and mid-
sized firms’ decisions to modernize their AP and AR systems as
a safeguard during difficult economic times. The study draws on
a survey of 412 executives who have day-to-day and strategic
leadership responsibilities in AP, AR and payments strategy that
was conducted from June 9 to July 5.

This is what we learned.
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KEY FINDINGS

MAKING MORE PAYMENTS HOLDOUTS REMAIN

Firms are anticipating growth in the number of More than one-third of firms held off
payments they will make in their AP systems. on automating their AP and AR processes, partly
because they felt it would be too costly

or complicated.

4 N 4 N

L 60% 2 35%

Share of firms expecting medium Share of firms that have not
or high growth in the number of automated their AR processes
payments they will make in their AP
systems over the next three years
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BUILDING RESILIENCE OPERATIONAL BENEFITS

AP and AR automation can help businesses
protect against tough economic times by
improving cash flow, increasing savings or
contributing to business growth.

Those that automate more can reap the
benefits in the form of accurate, efficient
and streamlined processes.

e N e N
D 3 / 2 5 /
Portion of executives who reported Share of small to mid-size
AP automation improves cash flow, businesses that cite accurate,
increases savings or contributes to efficient and streamlined
business growth processes as a benefit
they reap from AP automation
N\ J N\ J
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Mid-size firms — those that gen-
erate between $3.5 million and $15
million in annual revenue — expect
the number of payments made or
invoices delivered over the next
three years to increase, setting the
stage for a wave of automation.

Seventy-nine percent of surveyed firms expect an increase in
the number of payments made through their AP systems and
75% expect an increase in the number of invoices delivered
through their AR systems in the next three years. On average,
these firms — regardless of relative size or industry — expect a
50% increase in payments made and a 46% increase in invoices
delivered.
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While 13% overall expect high growth in the number of payments
made through AP systems in the next three years, the share expect-
ing the same was even higher for these relatively small businesses
— 17%. The question for smaller firms is whether their current pro-
cesses will weather these increases reliably, and chances are that
they would benefit from automating more of their current account-
ing processes.

FIGURE 1A:

Forecasted payments growth
Share of firms that expect to see select rates of growth in the number of payments made
through their AP systems, by firm size

Annual revenue in 2022

SAMPLE BETWEEN $8M BETWEEN $5M BETWEEN $3.5M
AND $15M AND $7.99M AND $4.99M
* No growth expected 20.6% 20.9% 18.6% 22.7%
* Expected low growth 19.9% 21.6% 18.6% 19.3%
* Expected medium growth 46.4% 49.0% 47.9% 41.2%
» Expected high growth 131% 8.5% 15.0% 16.8%

Source: PYMNTS Intelligence
Accounts Payable and Receivable Trends and the Path to Profitability, November 2023
N = 412: Complete responses, fielded June 9, 2023 - July 5, 2023
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FIGURE 1B:

Forecasted payments growth
Share of firms that expect to see select rates of growth in the number of invoices delivered
through their AR systems over the next three years, by firm size

Annual revenue in 2022

SAMPLE BETWEEN $8M  BETWEEN $5M BETWEEN $3.5M
AND $15M AND $7.99M AND $4.99M
* No growth expected 24.8% 24.8% 20.0% 30.3%
* Expected low growth 20.4% 21.6% 20.0% 19.3%
* Expected medium growth 43.2% 451% 46.4% 37.0%
* Expected high growth 11.7% 8.5% 13.6% 13.4%

Source: PYMNTS Intelligence
Accounts Payable and Receivable Trends and the Path to Profitability, November 2023
N = 412: Complete responses, fielded June 9, 2023 - July 5, 2023

Whether they realize it or not, mid-size firms will need to account
for the growing set of payment options available and the heightened
expectations from their customers and vendor partners. Businesses
will need to review whether their existing systems will accommodate
those options. For some businesses, that may require an internal
review of systems or processes and could usher in an era of auto-
mating AP/AR processes.

13
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FIGURE 2A:

Most mid-size firms have Automating AP

embrace d automa tion for bO th AP Share of firms that are automating parts of their AP processes, by level of automation
and AR processes, and most plan -
to increase their AP/AR automation =

over the next three years. ,
15.3% RN 36.2%

More than 60% of firms have already automated at least some -
Source: PYMNTS Intelligence
Accounts Payable and Receivable Trends and the Path to Profitability, November 2023

AP and AR processes, with 64% of firms having automated at e galendodsg W e £ s
least some part of their process for making payments and 65%
having automated at least some part of their process of collect-

ing payments.
Businesses are furthest along in automating their AR processes for

collecting payments and delivering invoices. This makes sense, as
the speed of issuing invoices and collecting receivables is integral to
any firm’s financial well-being — especially that of a small firm. If the
number of payments is expected to grow in the coming years, busi-
ness managers must ask themselves how well existing processes will
hold, and whether auxiliary capabilities are needed. Such capabilities
may include credit risk measures, processing deductions and syncing
payment data. Software and solutions that offer these added capa-
bilities could boost those businesses’ efficiency.

PYWNTS AMERICAN
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FIGURE 2B:

Automating AR
Share of firms that are automating parts of their AR processes, by level of automation

Around 3 in 10 surveyed firms are currently improving their AP and AR
automation capabilities. Most that are not currently expanding their
AP capabilities are planning on doing so within the next year. In fact,

B Have automated nothing 22% plan to start innovating in the next six months, 25% plan to start

B Have automated one or two processes . . . . . . .

B Have automated three Orfoufprocesses N\ 44 20/ innovating in six to 12 months and 16% plan to start innovating in one
Have automated all processes ° (o

to three years.

The survey uncovered somewhat more favorable sentiments among
/ those not currently innovating their AR capabilities: These firms are
15.3% N\ 35.4% slightly more likely to innovate their AR capabilities within the next
: year than those not currently innovating AP are to do so. Twenty-six
percent of firms not currently innovating AR plan to start innovat-
ing in the next six months, 27% plan to start innovating in six to 12
Source: PYMNTS Intelligence

Accounts Payable and Receivable Trends and the Path to Profitability, November 2023 mon‘ths and 10% pl_an to start innovating in one to th ree years'
N = 412: Complete responses, fielded June 9, 2023 - July 5, 2023
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Automation increases satisfac-
tion with AP and AR systems and
brings wide-ranging benefits that
can protect mid-size firms against
tough economic conditions.

Firms that can remain resilient with accurate, efficient and
streamlined processes will likely fare better when facing the
unexpected than those that cannot. Automating business pro-
cesses is a key measure businesses can take, as AP and AR
automation have brought increased efficiency and accuracy.
Executives are aware of this, as 85% reported that AP automa-
tion leads to efficient, accurate or streamlined processes, and
83% reported the same about AR automation. Those are not the
only benefits: 73% reported that AP automation improves cash
flow, increases savings or contributes to business growth, and
75% reported the same about AR automation. Vendor satisfac-
tion is yet another benefit, as 31% to 41% of executives surveyed
identified increased vendor satisfaction as a benefit that auto-
mation brings to their firms.
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FIGURE 3:

AP automation benefits
Share of firms citing select benefits of AP automation

84.5% )  72.8% 41.0% ) 40.3%) 34.5%

Accurate, efficient  Increased savings, Increased vendor Better data Easier compliance
and streamlined cash flow, growth satisfaction visibility and and monitoring
processes insight

Source: PYMNTS Intelligence
Accounts Payable and Receivable Trends and the Path to Profitability, November 2023
N = 393: Firms that automate at least some AP processes, fielded June 9, 2023 - July 5, 2023

Business managers that handle AP and AR may be content with
familiar systems and operate with an “if it isn’t broken, don’t fix it”
mindset. Our findings suggest that a considerable share of those who
have decided not to innovate their AP and AR capabilities believe that
their current AP systems can handle anticipated increases in payment
volumes. Seeing no immediate problem, these managers may not be
as easily swayed to change the way things are, even given automa-
tion’s appealing promises and benefits. This may be because they
have experienced difficult integrations in the past, anticipate such
challenges in their current role, worry about the cost of implemen-
tation or believe that automating processes will be too complicated.

© 2023 PYMNTS All Rights Reserved
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Firms that automate most or all of
their processes see the greatest
benefits.

Nearly half of firms that have automated all AR processes
reported experiencing no AR challenges. However, since cur-
rent levels of automation for both AP and AR vary by industry,
data on industry-level trends adds some nuance to this overall
picture. For example, retail trade firms have automated more
AP/AR processes than the average and have also experienced a
comparatively lower level of difficulty over the last 12 months.

By contrast, even as automation of AR within food and beverage
is on trend at 1.5 processes, the industry represents the high-
est level of reported AR challenges for the past year at 97%.
This disparity suggests other factors deserving of future scru-
tiny are likely at play. In this context, then, the lagging level of AP
automation in food and beverage helps explain its leading level
of reported AP automation challenges. Although each industry
faces unique challenges to AP/AR automation, greater automa-
tion leads to fewer challenges, on average.
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FIGURE 4:

How many AP/AR processes have
been automated

Average number of processes firms
have automated, by annual revenue
and industry

B AR processes
B AP processes

Sample
1.4 1.4

ANNUAL REVENUE IN 2022
Between $8M and $15M

1.6 1.3

Between $5M and $8M

1.4 1.6

Between $3.5M and $5M

11 1.2
INDUSTRY

eCommerce/eTail

2.5 2.9

Wholesale trade

1.9 1.2

Food and beverage

1.5 11

Retail trade

1.5 2.0

Healthcare or medical

11 11

Professional services

1.0 0.8

Construction

0.8 0.7

Source: PYMNTS Intelligence

Accounts Payable and Receivable Trends and the Path
to Profitability, November 2023

N = 393: Firms that automate at least some AP pro-
cesses; N = 395: Firms that automate at least some
AR processes, fielded June 9, 2023 - July 5, 2023
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FIGURE 5:

Automation’s impact on resolving
challenges

Share of firms that have not
experienced any challenges related to
their AP and AR systems in the last 12
months, by annual revenue and industry

B Have not exgerienced any challenges
related to AR systems

B Have not exlgerienced any challenges
related to AP systems

Sample
18.0% NE——
12.9% .

ANNUAL REVENUE IN 2022

Between $8M and $15M

111% .
5.2% Il

Between $5M and $8M

19.3% I
17.9% I

Between $3.5M and $5M

25.2% I
16.8% I

INDUSTRY

Retail trade

28.9% I
23.1% I

Construction

22.6% .
18.9% I

eCommerce/eTail

11.8% N
17.6% I

Healthcare or medical

9.6% I
1.9% i

Professional services

25.5% I
12.7% I

Wholesale trade

7.3% Il
3.6% 1

Food and beverage

3.4% Il
3.4% l

Source: PYMNTS Intelligence

Accounts Payable and Receivable Trends and the Path
to Profitability, November 2023

N = 412: Complete responses, fielded June 9, 2023 —
July 5, 2023
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It is notable that those firms which have automated all processes EEEEEEEEEE

: : EEEEEEEEEN

are also most likely to have not experienced any challenges related SEEEEEENEE

i i EEEEEEEEEN

to A-\R systems. Meanwhile, flrms.that hav.e pl-ans to further autorhate o ==========

their processes are expecting wide-ranging improvements. Of firms T
that are planning on further automating their processes in the next o e

three years, 93% anticipate more accurate, efficient or streamlined
processes, and 51% expect improved data availability.

of firms have experienced AP-related
challenges in the past year.

FIGURE 6:

Expected benefits from future automation ——
Share of firms expecting select benefits from future innovations in automated AP/AR solu-
tions, by type of benefit

93.0% 51.2% 47.6%

While firms that have automated most or all processes face fewer
challenges, others have put it off for another day. The reasons for this
vary, but economic headwinds may influence their decisions about
whether to begin automating or delay. Those decisions come with
consequences: 33% of those that have not automated any part of

o o o) . . .
437/0 255/0 223/0 their AP process experience fraud and transparency issues. Fraud
issues alone have not always been enough to move businesses into

Accurate, efficient and Improved data availability Improved payments
streamlined processes and insights

action. Businesses that have held off on automation explain that the

Cost savings and Increasing vendor/supplier Preventing fraudulent . . .
increased cash flow or customer loyalty payments cost and complexity of automation are the main reasons they delayed

implementing automation.

Source: PYMNTS Intelligence
Accounts Payable and Receivable Trends and the Path to Profitability, November 2023
N = 407: Firms that decided to automate in the next three years, fielded June 9, 2023 - July 5, 2023
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Most mid-size firms rely on instant
money transfers for their AP and
AR strategies.

When making payments through AP systems, mid-size firms
— those with annual revenues between $3.5 million and $15 mil-
lion — prefer to use instant money transfers, mobile payment
systems and credit cards/purchasing cards over other payment
methods. Instant money transfers lead, as 71% of firms use them
to make payments through AP systems, yet 63% use mobile
payment systems to make payments, 51% use credit cards/pur-
chasing cards to make payments and 35% prefer instant money
transfers over other methods.

PYMNTS AMERICAN
INTELLIGENCE EXPRESS © 2023 PYMNTS All Rights Reserved



26 | Accounts Payable and Receivable Trends and the Path to Profitability

FIGURE 7:
Top payment methods

Share of mid-size firms that use select payment methods through AP systems, by frequency of use

B Payment method used most often B Payment method used Total
INSTANT MONEY ~ MOBILE PAYMENT  CREDIT CARD/ PREPAID/DEBIT CASH CHECK REGULAR ACH BUY NOW, WIRE TRANSFER SAME-DAY ACH
TRANSFER SYSTEM PURCHASING CARD CARD PAY LATER
' _y, oy L n |

~N N =~

301%1) 16.5% 14.3% 8.3%

1.2% 71.8% 13%  3.2%

1.7% 2.9%

~

17.5%

260)

20.9%

™NN NN

17.7%  16.0%
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Source: PYMNTS Intelligence

Accounts Payable and Receivable Trends and the Path to Profitability, November 2023
N = 412: Complete responses, fielded June 9, 2023 - July 5, 2023
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When
these

receiving  payments,

firms prefer instant
money transfers, mobile pay-
ment systems and credit cards/
purchasing cards over other
payment methods. Sixty-eight
percent of firms use instant
money transfers to receive pay-
ments, 60% of firms use mobile
payment systems to receive
payments and 33% of firms pre-
fer instant money transfers over

other methods.
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Higher payment volumes can
mean more work and effort for
businesses and late invoice col-
lections for vendors or suppliers.
Automating AP and AR pro-
cesses can eliminate that extra
work and time, enabling invoices
to be sent out quicker and col-
lections to be received sooner. If
cash flow is king for businesses,
automating AP and AR is the way
to the throne.

Mid-size firms will need to
account for their customers’
expectations and have a growing
set of payment options available.
Vendor partners must ensure
that their solutions are up to the
task and can accommodate a
larger number of payment types.
Those that do will fare better
than those that do not.

Firms that further automate their
processes can expect to reap
wide-ranging benefits, namely
in the form of more accurate,
efficient or streamlined pro-
cesses as well as improved data
availability. Other benefits may
include increased vendor sat-
isfaction. More is better: Those
that automate most or all of their
processes will see the greatest
benefits.

About one-third of execu-
tives may not be easily swayed
to automate processes. They
believe automation would cost
too much and be too compli-
cated to implement. Technology
or automation partners would
benefit from holding prospective
businesses’ hands throughout
the integration and provide sup-
port for any post-deployment
complications to help sway
those executives to overcome
their reticence and automate
their AP/AR processes.
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ccounts Payable and Receivable Trends
and the Path to Profitability is based on
survey responses from 412 executives
and conducted from June 9 to July 5. The
report explains the investments that businesses have
made or are planning to make to automate their AP/AR
processes. Our sample contained executives who have
day-to-day and strategic leadership responsibilities in
AP, AR and payments strategy. We sampled mid-size
firms that generate between $3.5 million and $15 mil-
lion in annual revenue and have six to 50 employees.
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PYMNTS Intelligence is a leading global data and analytics platform that
uses proprietary data and methods to provide actionable insights on
what’s now and what’s next in payments, commerce and the digital
economy. Its team of data scientists include leading economists, econo-
metricians, survey experts, financial analysts and marketing scientists
with deep experience in the application of data to the issues that de-
fine the future of the digital transformation of the global economy. This
multi-lingual team has conducted original data collection and analysis
in more than three dozen global markets for some of the world’s leading
publicly traded and privately held firms.
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Scott Murray Alexandra Lange, PhD
SVP and Head of Analytics Senior Analyst

Inci Kaya and
Adam Putz, PhD

Senior Writers

American Express is a globally integrated payments company, 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 You-
Tube.

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