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Inflation and late payments are making cash flow man-
agement a key to survival for SMBs as they look to stay
competitive and invest in new technology.

Cost Pressures, Inflation Impede
Cash Flow Planning
Cash flow planning is even more pressing for SMBs in

growth mode and invested in digital transformation, and
navigating solutions requires understanding pain points.

Aligning B2B Payment Priorities With
Technology, Partnerships
All-in-one platforms, technology and financial assistance

from banks and other payment providers hold great prom-
ise for smoothing B2B payment processes.

B2B Payments Are Too Manual And Inflexible
For Many SMBs
The leading problems that SMBs experience with B2B pay-

ments all contribute to cash flow difficulties, including the
need for manual review.
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An Insider’s Checklist For All-In-One Payments
Success

Craig O’Neill, CEO at Versapay, explains which all-in-one
payments solutions can check the right boxes for compa-
nies seeking better cash flow management.

Digitization Takes Priority For B2B Payments

Banks, payment platforms and credit card networks are
bringing new digital solutions to market for SMBs to opti-
mize B2B payments.

Now Is The Time For SMBs To Prioritize
Cash Flow

Cash flow optimization and working capital will push SMBs
through rough waters, while digital payment partners and
automation can help them stay afloat.
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Need To Know

SMBs struggle with cash flow, and there
is less optimism than last year about

2023: future prospects.

A Crucial Year

For SMBs @ 56%
S

of U.S. SMBs anticipate revenue increases
in 2023, a decrease of 13% from last year.

Next year could make or break many small to mid-sized businesses
(SMBs). Starting with the pandemic and continuing through supply
chain disruptions and rapid inflation, the last few years have taken
their toll on SMBs. PYMNTS’ Main Street Health survey for Q3 2022 12%

revealed that only 56% of SMBs in the United States expect revenues

to increase in 2023, down from 64% last year, and 12% of surveyed of U.S. SMBs are concerned they will not
firms are concerned they will not last to see 2024. survive to see 2024.

SMBs are bracing themselves. They are already feeling pain in the
United Kingdom, where one study found that SMBs were owed an | o

average of nearly £150,000 ($176,000 USD) in 2022, up from £130,000 @Q 94 /o
($156,000 USD) in 2020. Cash flow challenges impact roughly one in

four SMBs in the U.K., and 94% of companies surveyed reported at
least one month of negative cash flow last year.

of U.K. SMBs experienced at least one

month of negative cash flow last year.
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Need To Know

Inflation,

late payments hampering

SMBs’ cash flow

Many factors influencing SMB cash flow have intensified,
especially inflation. Nearly four in 10 businesses surveyed
by PYMNTS now cite inflation as their greatest challenge
in 2022, compared to just 23% of businesses report-
ing the same at the beginning of the year. Seven out of
10 businesses reported supplier costs have increased in
the last year. On average, product prices rose 11% and
business costs were up 12%.

Payments have generally become a source of friction
for many SMBs, especially late payments, which smaller
companies are more inclined to accept to protect busi-
ness relationships. According to one survey, almost half
of companies in the U.K. believe late payments hindered
company growth last year and nearly six in 10 are wor-
ried about late payments growing this year. Rising costs
and fluctuating revenues mean cash management will
be a key to surviving the next 12 months.

© 2022 PYMNTS All Rights Reserved
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10%

of SMBs in the
U.S. report that
supplier costs
have increased.

SMB cash flow problems are
primarily being triggered by inflation
and late payments.

iyt

of SMBs in the

U.K. are concerned
about late payments
growing this year.
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Need To Know

Use of digital banking
and payments services
accelerating

B2B And Digital Payments Tracker® Series | 9

It is not all doom and gloom for SMBs, however. Digital banking
and payments services are enabling more lightweight, faster and
cost-saving solutions to supercharge their SMB customers’ cash flow.
Top-performing digital banks that serve small businesses in Western
Europe have increased the number of clients onboarded digitally to
about 93%, while reducing onboarding times by as much as 85%.

PYMNTS research found that four out of 10 SMBs are already using
all-in-one payment solutions that enable multichannel sales and
additional cash management features. A recent report noted that
distributed ledger technology (DLT) has great potential for the 64% of
SMBs that believe DLT can complement existing payment networks.
With business-to business (B2B) cross-border transactions on the
blockchain surging, 56% of U.S. SMBs see enhanced cash manage-
ment capabilities as a benefit of cross-border payments innovation.

//

4

o

While small businesses have

experienced unprecedented challenges
in recent years, these come at a time

when there have never been more
available solutions within reach.

41% 64%

of U.S. SMBs use of U.S. SMBs believe
an all-in-one distributed ledger
payments platform. : technology can

complement existing
payment networks.
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News And Trends

Cost Pressures,
Inflation Impede
Cash Flow Planning

In most every direction that SMBs turn, their cash flow is being
squeezed. Spreading inflation, rising energy costs and creeping inter-
est rates are the leading factors in the U.K., where a record 89% of
small businesses reported higher costs compared to one year prior.
A separate survey of U.K. SMBs found that cash flow is now getting
worse rather than better for more businesses, demonstrating the
urgent need for a long-term support strategy.

SMBs are already taking action. They are increasingly turning to
financing, with the number of firms applying for credit rising to 12%
in Q2 2022 from a low point of 9% in Q1. One in three mid-sized
businesses has restructured operations and reviewed head count to
stabilize cash flow.

B2B And Digital Payments Tracker® Series
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Despite headwinds,
many SMBs have sights
set on growth

While many brace for a possible recession, a recent survey
found that 83% of SMBs in Canada are optimistic about their
growth prospects over the next few years. That optimism
is likely a product of surviving the pandemic, with seven in
10 more confident than they were one year ago. Six in 10
are taking proactive steps to weather a recession, with 85%
boosting productivity, 83% identifying operational inefficien-
cies and 82% managing costs by increasing prices.

Digital is an area of focus for SMBs’ growth. More than seven
in 10 characterize their digital investment as aggressive. Even
those expecting to place digital transformation plans on hold
in the next six months to prepare for an economic downturn
understand that this approach is temporary, with 69% wor-
ried they will lose their competitive advantage in doing so.
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News And Trends

U.S. Small Business Sector
Sees Most Cash Flow
Fluctuations In Q4

End-of-the-year cash flow will be a priority for many
SMBs this year. Seventy-four percent of online retail-
ers and 71% of brick-and-mortar retailers reported
Q4 as their most profitable time of year, according to
an American Express survey. The survey also revealed
that 42% of those businesses report costs increas-
ing as much as 25% in the final three months of the
year. The heightened costs are driven by 41% purchas-
ing more inventory, 31% spending more on employees
for holiday gifts or parties and 25% increasing their

advertising spend.

© 2022 PYMNTS All Rights Reserved
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Cash flow fluctuations are more
prevalent in Q4 for many SMBs,
when they report the most profits along

with increasing costs.

14%

Share of online
retailers reporting
Q4 as their most
profitable time
of the year

ooooooooooooooooooooooooooooooooooooooo

1%

Portion of
brick-and-mortar
retailers reporting Q4
as their most profitable
time of the year

42%

Share of small
businesses reporting
costs increasing as
much as 25% in Q4
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PYMNTS Intelligence

How Technology Can
Aligh SMB Buyers’

And Suppliers’

Payment Priorities

As the digital transformation of consumer payments
continues at a rapid pace, B2B payments often remain
mired in legacy systems and manual practices. Small
businesses, in particular, need easier payment expe-
riences and help with cash management, but their
path to this goal may be fraught with hurdles — not
the least of which is an inherent dilemma: While sup-
pliers would rather have immediate access to their
funds, buyers look to hold on to their funds longer.
PYMNTS research found that 38% of SMB buyers pre-
fer to pay suppliers via automated clearing house
(ACH) or check, but more than half of SMB suppliers
would rather receive payments through faster chan-
nels, such as real-time payments or same-day ACH.

© 2022 PYMNTS All Rights Reserved
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Buyers’ and suppliers’ respective pain points
reflect this difference. On average, SMB
payors note several problems they regu-
larly experience when making payments,
including the need for manual reviews, time-
consuming processes and a lack of financing
options. SMB suppliers, meanwhile, average
different pain points, citing lack of transpar-
ency around when they will receive payments,
length of the invoice approval process, lack of
integration with other systems and the length
of time before payment receipt. A single solu-
tion, however, could eliminate both sets of
challenges.
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PYMNTS |ntel_l_igence Many SMBs, however, remain unconvinced. Although 76% of exec-
utives surveyed said that SMBs would benefit from all-in-one
platforms, not all SMBs understood these benefits. Fifty-seven
percent of SMBs were uninterested in such tools as an alterna-

tive to their current setups because they were concerned about
complicating their accounts payable (AP) and accounts receiv-

U nlOCking the power able (AR) processes. Only 18% of SMBs were very or extremely

interested in trying an all-in-one payments platform to receive

Of all-in-One plathrmS payments, with concerns about complexity and cost of use

being the leading impediments.

All-in-one payments platforms have become a staple for SMBs .
aiming to simplify management of their financial operations All-in-one platforms can bolster

and obtain a fuller view of cash flow. According to PYMNTS cash management, but many small

research, 59% of SMBs say these tools save time, and 52% say .
they result in easier cash flow management. Forty-one per- businesses do not understand how.

cent find they simplify receivables tracking, and 32% using the

technology have seen improvements in working capital. -

For SMB buyers, the efficiency of digitizing the back office is Q;_H 52%

not the only benefit. An all-in-one payments platform allows of SMBs say all-in-one platforms
businesses to purchase supplies via credit cards — including
from suppliers that do not accept card payments. Even if the
buyer pays the card fee, the benefits outweigh the costs due N\
to payment term extension from 30 to 100 days of cash float, I__Iq

plus card rewards, early pay discounts and tax deductions. A 6\ 57%

single platform with customization thus enables both buyers . .
) : of SMBs are uninterested in an
and suppliers to choose the most convenient payment meth- ]
all-in-one platform due to concerns

ods for their particular needs.
about complicating AP and AR processes.

can help with cash flow management.
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PYMNTS Intelligence A report on B2B late payments found
that SMBs can make major cash flow
gains by facilitating faster payments.

~
Technical partnerships -~
can boost cash flow oY, 0
0 10%

management
SMBs can make major cash flow gains by facilitating faster . . . .
payments. A report on B2B late payments found that pay- Average increase In Average increase In
ment within 30 days increases SMBs’ cash flow by 66%, while SMB cash flow when SMB cash flow when
payment within 60 days increases cash flow by only 10%. payments are made payments are made

within 30 days within 60 days
To accelerate payments, SMBs are investing in and partnering
on new solutions. Another report found that SMBs are most

likely to have invested in technology to support initiatives
that help them win new customers and improve financial
management. SMBs ranked improving collaboration with
external customers, suppliers and partners as providing the
best return on investment, illustrating how improvements
will not happen in a silo.
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Chart Of The Month

B2B Payments
Are Too Manual
And Inflexible
For Many SMBs

SMBs struggle with B2B payments, mak-

Problems SMBs face when
making B2B payments

Share of SMBs citing select problems they
face in making payments, by level of concern

H Most concerning
B Concerning but not the most concerning

H Total

Manual review
19%: I
26% I
45% I

High cost of using credit
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Mo single view of cash
6% Il
21% I
27% I

Mo or slow transaction confirmation
2% 1
23% I
25% I

Receipt and processing of paper invoices
3% m
20% IS
23% I

Lack of ERP integration

ing cash flow management more difficult. 10% - 3% W
33% I 18% I
4 3% I 21% I

PYMNTS research found that manual review
was the leading concern for SMBs when

High cost of making payments

E‘:LI}'EFS wWant more payment options
4% 1

making payments, followed by time con- e sy
33% I 5% I
41%: I 19%: I

sumption, lack of financing options, no
single view of cash, no or slow transaction

Time consumption

Reluctance to accept credit cards

21

confirmation and receipt and processing of N B e
i - # % I - I
paper invoices. y i o =
1
HH k of financing options Remote workforce
2 Q Lack o g op
5% Il 2% 1
LT § 20%, I 15% I
77 :§ 35% I 179 I
\§ Source: PYMNTS.com
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
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Insider POV

An Insider’s Checklist
For All-In-One

PYMNTS interviewed Craig O’Neill, CEO at
Versapay, about what companies should look
for in an all-in-one payments solution to
better manage cash flow.

CRAIG O’NEILL
CEO

versa

Payments
Success

The traditional way of doing
billing and payment with paper
or even emails and checks is
simply outdated now. We’ve seen
10 or 20 years of eCommerce
advancement over the course

of two years. Small businesses
don’t want to be emailing an
invoice and hoping someone gets
it. They’re looking to provide an
online experience that runs the
entire transaction process.

The appeal of all-in-one platforms is well-known, but
there is an important distinction to make about what they
can do. Many platforms claim to handle both AP and AR,
but few do this in actuality, according to O’Neill. If the
platform is not providing end-to-end servicing of trans-
actions, it is not really a comprehensive solution. To make
cash flow move quickly, the entire transaction cycle must
be addressed, and that happens most efficiently with one
integration, as opposed to a patchwork of niche or incom-
plete solutions.

Buyers and vendors inherently have different preferences
for making and receiving payments, something O’Neill
calls the AP/AR disconnect. They also want each other

© 2022 PYMNTS All Rights Reserved
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Insider POV

to win, however. They both seek strong, positive relationships and
repeat business. The AP/AR cycle is thus less about aligning oppos-
ing forces than it is about removing friction from the process. To get
there, both sides need more control, which comes from the visibility
that data and artificial intelligence can provide. Increased visibility
can also be enabled by using collaborative tools so both sides are
empowered to eliminate friction whenever or wherever it occurs.

Keys To
Better Cash Flow

Many small companies are completely reliant on one individual for
managing AP and AR. These are the companies that should be most
concerned about cash flow, as there are many intricate nuances
with different customers that no one else could know about, should
that individual leave. That is a fragile situation just waiting to hap-
pen, O’Neill noted, and it is a reality for many companies that are
just one person away from a cash flow nightmare. Equally prob-
lematic are those companies that build up walls of overhead trying
to overcome their lack of information on transactions, which typ-
ically lead to more delays. SMBs have many competing priorities,
and the perception exists that solving cash flow management is too

Seek an end-to-end solution
expensive or complex. This climate of higher interest rates is putting . h A .
pressure on companies to do a more efficient job of managing their coverlng the entire transaction

working capital. life cycle.

Avoid siloed cash management.

Ensure that AP/AR tools
include collaboration.
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Companies To Watch

AMERICAN
EXPRESS

® ®g © ® The massive credit card network recently rolled out its new
D Igltlzatl o n digital solution, American Express Global Pay, enabling U.S. busi-
nesses to make domestic and overseas B2B payments directly

Takes Prio rity For from the Amex app. Eligible Amex Small Business Card mem-

bers can send payments from their business bank accounts to

B2 B P t suppliers in more than 40 countries, streamlining and optimiz-
aym e n s ing B2B payments.

A Payer.

On a mission to digitize B2B wherever payments are made,
Payer announced a partnership with American Express enabling
companies using its B2B digital payments platform to accept
American Express cards as a payment method across the
Nordics in Denmark, Finland, Norway and Sweden.

AMERICAN
EXPRESS
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What’s Next

( What steps are SMBs taking to protect
cash flow?

N OW Is The Time “They are relying on digital payment partners, optimizing

terms with their customers and suppliers and driving effi-
ciencies in their accounts receivable and accounts payable
For S M Bs processes. As a result, at American Express we are see-
ing an increased adoption of digital B2B products in our

To Prioritize closed-loop ecosystem — including AP automation tools
and AR automation partner integrations.”
Cash Flow

How will economic turbulence
impact SMBs the most?

R.J. ANCONA

“Now more than ever, cash flow optimization and Vice president and general manager
working capital is of utmost importance to small B2B, Global Merchant and Network Services
businesses. Inflation and interest rate changes

impact not only their own prices and collecting AMERICAN
receivables but also their ability to borrow money.” EXPRESS
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About

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 com-
panies 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 company, providing customers
with access to products, insights and experiences that enrich lives and build busi-
ness success. Learn more at americanexpress.com, and connect with us on Facebook,
Instagram, LinkedIn, Twitter, and YouTube.

Key links to products, services and corporate responsibility information: personal cards,
business cards, B2B supplier center, travel services, gift cards, prepaid cards, merchant
services, Accertify, Kabbage, Resy, corporate card, business travel, diversity and inclu-
sion, corporate responsibility and Environmental, Social and Governance reports.
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We are interested in your feedback on this report. If you have
questions or comments, or if you would like to subscribe to
this report, please email us at feedback@pymnts.com.

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 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.
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