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1. Executive Summary

The landscape of B2B payments is undergoing a sig-
nificant transformation, with virtual cards emerging
as a key driver of innovation and efficiency. This
comprehensive analysis examines the current state
and future potential of virtual cards in the context

of accounts payable (AP) automation.
Key findings include:

» Virtual cards currently account for only 2% of ac-
counts payable transactions, despite 80% of buyers
favoring their use. ' *

« The global virtual card market is projected to grow
from $1.9 trillion in 2021 to $6.8 trillion by 2026, rep-
resenting a compound annual growth rate (CAGR)
of 21%. **

« By 2026, virtual cards are expected to account for
71% of B2B payment volumes. °

« Companies adopting virtual cards report a 100%
improvement in data quality and accuracy, as well
as a 75% improvement in cash flow and profitabil-
ity.

» Fraud reduction rates of up to 90% have been re-

67

ported by companies adopting virtual cards.

This report provides a detailed analysis of the cur-
rent AP payment landscape, virtual card market
trends, economic models, integration approaches,
customer value propositions, vendor capabilities,
adoption barriers, and future outlook. It aims to
equip AP automation vendors and finance leaders
with the insights needed to optimize their virtual
card strategies and capitalize on this growing mar-

ket opportunity.

2. Current AP Payment Landscape

Breakdown of B2B Payment Methods The distri-
bution of payment methods in the B2B sector high-

lights a shift from traditional to digital solutions:

« ACH Payments: ACH payments are the most
widely used method, accounting for 47.9% of U.S.
B2B payment transaction value in 2024. °

« Checks and Cash: Checks and cash have seen a
significant decline, falling from a majority share in
2019 to 32.1% of B2B transaction value in 2024. °

« Virtual Cards: Virtual cards currently account for
only 2% of accounts payable transactions, despite
80% of buyers favoring their use. ' *

« Wire Transfers: Wire transfers remain acommon
method for cross-border payments but are often

criticized for high fees and inefficiencies.

Typical Payment Workflows in Non-Digitized
Companies In companies not using integrated pay-
ment solutions, payment workflows are often man-
ual and paper-based. These workflows typically in-

volve:

Generating and mailing paper invoices.
Manual approval processes for payments.

Issuance of checks or wire transfers.

A w N =

Reconciliation of payments, which is time-

consuming and prone to errors. '

Pain Points in Traditional Payment Processes
Traditional payment methods present several chal-

lenges:

« High Processing Costs: It costs an average of $8
to process a single supplier payment.

» Delayed Payments: Payments often take 30 days
or more to complete, with 47% of suppliers report-
ing late payments.

+ Fraud Risks: Checks are the most targeted pay-
ment method for fraud in B2B transactions. "

» Lack of Transparency: Manual processes lack

real-time visibility into payment statuses.

3. Virtual Card Market Analysis

Current Penetration Rate of Virtual Cards Vir-
tual cards are still in the early stages of adoption in
the B2B sector: - Virtual cards account for only 2%

of accounts payable transactions. '’

- Despite low
usage, 56% of CFOs recognize virtual cards as key

for managing financial flexibility. '°
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Adoption Rate of Digital Payments

This chart shows the percentage of businesses that have adopted digital payments over
traditional methods, highlighting the shift towards digital solutions.

Digital Payments

Figure 1: Adoption Rate of Digital Payments (wexinc.com)

Traditional Methods

Year-over-Year Growth TrendsThe adoption of « North America: North America holds the largest

virtual cards is accelerating: - The global virtual
card market is projected to grow at a compound an-
nual growth rate (CAGR) of 20.9% from 2023 to 2030.

"7 - Virtual card transactions are expected to reach .

$174.3 billion globally by 2028. ™

Segment Analysis: Enterprise vs. Mid-Market .

« Enterprise Adoption: Large enterprises are lead-
ing the adoption of virtual cards, driven by their
ability to integrate with complex accounts payable

systems and manage high transaction volumes.

market share for virtual cards, with significant
growth driven by technological advancements and
supplier education initiatives. *

Europe: European businesses are adopting virtual
cards at a steady pace, with afocus on security and
compliance.

Asia-Pacific: The Asia-Pacific region is expected
to grow at the highest CAGR due to the rising

adoption of virtual debit and credit cards. *'

Projected Growth Through 2027

- Mid-Market Adoption: Mid-market companies « The global value of virtual card transactions is ex-

are increasingly exploring virtual cards as a cost-
effective alternative to traditional payment meth-
ods, but adoption remains slower due to resource

pected to rise from $1.9 trillion in 2021 to $6.8 tril-
lion by 2026, representing a growth of nearly 260%.

4

constraints and supplier resistance. « By 2027, virtual cards are projected to account for

Regional Variations in Virtual Card Adoption

a significant share of B2B payments, driven by ad-

vancements in automation and integration with ac-
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Projected Growth of B2B Digital Payment Market

This chart illustrates the projected growth of the B2B digital payment market from 2023 to 2028,
indicating the revenue potential for virtual cards in AP automation.
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Figure 2: Projected Growth of B2B Digital Payment Market (wexinc.com)

counts payable systems. *

4. Economic Models for Virtual Cards
in AP Automation

Interchange Fee StructuresVirtual cards operate
on an interchange fee model, where a percentage
of the transaction value is charged by the card net-
work and issuing bank. This fee is typically paid by
the supplier (vendor) accepting the payment. The
interchange fee is then shared among various stake-
holders, including the card issuer, payment facilita-

tor, and AP automation vendor.

« Typical Interchange Rates: Interchange fees for
virtual cards generally range between 1.5% and 3%
of the transaction value. **

» Rebate Mechanism: A portion of the interchange
fee is rebated back to the payer (the business using

the virtual card), often amounting to 0.5% to 1% of

the transaction value. * %

Fee-Sharing Arrangements The revenue gener-
ated from interchange fees is distributed among
stakeholders: - Issuing Banks: Retain a significant
portion of the interchange fee for providing the card
infrastructure. - AP Automation Vendors: Receive
a share of the interchange fee as part of their partner-
ship with card issuers. This share can vary based on
the volume of transactions processed through their

2% 27

platform. - Customers (Businesses): Earn re-

bates on their AP spend, which can range from 0.5%

to 1% of the transaction value. * %

Comparison of Economic ModelsTwo primary
economic models are observed in virtual card trans-
actions: - Account Direction Model: The AP au-
tomation vendor directs payments to the supplier’s
account via virtual cards, earning a share of the in-
terchange fee. - Full Money Transfer Model: The
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AP automation vendor handles the entire payment
lifecycle, including issuing the virtual card and man-
aging the transaction, which allows for higher rev-
enue margins but requires more infrastructure in-
vestment. %

Margin Analysis for AP Automation Vendors AP
automation vendors can generate significant mar-
gins from virtual card transactions: - Vendors typ-
ically earn between 0.5% to 1% of the transaction
value as their share of the interchange fee. ** - For
high-volume clients, vendors may offer lower fees
but benefit from increased transaction volumes. -
Some vendors offer tiered pricing models, where
larger transaction volumes result in higher rebates
for clients and potentially higher margins for the

vendor.

Revenue Potential CalculationsTo illustrate the
revenue potential, consider the following example:
- Assume an AP automation vendor processes $100
million in virtual card payments annually. - With an
average interchange fee of 2.5% and a vendor share
of 0.75%, the vendor would earn $750,000 in revenue
from virtual card transactions alone. - As transac-
tion volumes increase, so does the revenue potential.
For instance, processing $1 billion in payments could

result in $7.5 million in revenue for the vendor.

5. Integration Approaches
Analysis of AP Vendor Integration Methods

1. Direct Integration with ERP and Accounting

Systems:

« Many AP platforms integrate virtual card func-
tionalities directly with Enterprise Resource
Planning (ERP) systems and accounting soft-
ware. This ensures seamless data synchroniza-
tion and eliminates the need for duplicate data
entry. For example, platforms like Tipalti, Stam-
pli, and Yooz offer pre-built integrations with
popular ERP systems such as NetSuite, Quick-
Books, Microsoft Dynamics, and SAP. * ***'

« Direct integration allows for real-time tracking

of transactions, automated reconciliation, and
streamlined workflows, which are critical for ef-

ficient AP operations.
2. API-Driven Integration:

+ Application Programming Interfaces (APls) are
a common approach to integrating virtual card
capabilities into AP platforms. APls provide
flexibility, allowing businesses to programmati-
cally adjust card settings, such as spending lim-
its and expiration dates, and to automate pay-
ment workflows. * *

« Stripe Issuing, for instance, offers dynamic con-
trols and easy-to-use APIs that enable busi-

nesses to customize their virtual card programs.
33

3. Embedded Finance Platforms:

« Some AP platforms leverage embedded finance
solutions to integrate virtual card payments.
These platforms provide a comprehensive suite
of financial services, including virtual card is-
suance, payment processing, and reconciliation.
For example, FIS launched an embedded fi-
nance platform designed for financial institu-

tions and businesses. **
4. Modular Integration:

« Vendors like Stripe Issuing offer modular issuer
processing, allowing businesses to choose spe-
cific components of virtual card functionality to
integrate into their existing systems. * This ap-
proach is particularly useful for companies with
unique requirements or those looking to gradu-

ally adopt virtual card solutions.
5. Third-Party Payment Gateways:

« Some AP platforms integrate virtual card pay-
ments through third-party payment gateways
or financial technology providers. This ap-
proach simplifies the implementation process
and provides access to established payment net-
works. For example, Corpay One integrates
with QuickBooks and other accounting systems

to facilitate virtual card payments. **
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Technical Infrastructure Requirements Partnership Models
1. Data Synchronization and Real-Time Pro- 1. Banking Partnerships:
cessing:
& + AP platforms often partner with banks to issue
« Integration with ERP and accounting systems virtual cards and process payments. These part-
requires robust data synchronization capabili- nerships provide access to established payment
ties to ensure real-time updates on payment networks and enable revenue-sharing models
statuses, transaction details, and reconciliation through interchange fees. For example, Medius
processes. ” ** Pay collaborates with banks to streamline B2B

L . card payments. *’
2. Tokenization and Security Protocols: pay

. - 2. Collaboration with FinTech Providers:
« Virtual cards rely on tokenization to generate

unique, temporary card numbers for each trans- « FinTech companies play a significant role in vir-
action. This enhances security by reducing the tual card implementation by providing the nec-

39 40

risk of fraud and unauthorized access. essary technology and infrastructure. For in-

stance, platforms like Stripe Issuing and Corpay

3. Compliance with Regulatory Standards:
One leverage FinTech solutions to offer virtual

« AP platforms must adhere to financial regula- card capabilities. **
tions and compliance standards, such as PCI
DSS (Payment Card Industry Data Security

Standard), to ensure the secure handling of pay- « Successful virtual card implementation requires

3. Supplier Enablement Programs:

ment data. *' supplier participation. Many AP platforms

4. Scalability and Customization: work with dedicated enrollment teams to on-

board suppliers and address their concerns
« The technical infrastructure should support about virtual card acceptance.

scalability to handle increasing transaction vol-

umes and customization to meet the specific 4. Revenue-Sharing Agreements:

needs of different businesses. For instance, plat- « Revenue-sharing agreements between AP ven-
forms like Tipalti and Stampli offer customiz- dors, customers, and payment facilitators are a
able workflows and scalable solutions. * common partnership model. These agreements

5. Integration with Banking Systems: allow businesses to earn cash-back rebates on

virtual card transactions, creating a win-win

« Virtual card implementation requires integra- scenario for all parties involved.
tion with banking systems to facilitate fund
transfers and payment processing. This in- 5. Technology Partnerships:
cludes establishing connections with card net- « AP platforms often collaborate with technology
works like Visa and Mastercard. providers to enhance their virtual card offerings.

6. Automated Reconciliation Features: For example, Esker and Boost have partnered to

automate and optimize virtual card payments.
« Automated reconciliation is a critical techni- 46
cal requirement for virtual card implementa-

tion. It ensures that payment data is accurately 6. Embedded Solutions:

matched with invoices and recorded in the ac- . Some AP platforms integrate virtual card capa-

counting system. bilities as part of a broader embedded finance
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solution. This approach simplifies the imple-
mentation process and provides businesses with

a one-stop-shop for their payment needs. **

Banking Relationship Structures and Regula-
tory Considerations

« AP automation vendors must establish relation-
ships with issuing banks to facilitate virtual card
transactions. These relationships often involve
revenue-sharing agreements and compliance with
banking regulations.

+ Regulatory considerations include adherence to
anti-money laundering (AML) and know-your-
customer (KYC) requirements, as well as compli-
ance with data protection laws such as GDPR in
Europe.

+ Vendors must also ensure their virtual card solu-
tions comply with payment card industry (PCI)

standards to protect sensitive financial data.

Implementation Complexity and Timeline

1. Integration Complexity:

« The complexity of integrating virtual cards into
AP platforms depends on the existing technical
infrastructure and the level of customization re-
quired. While pre-built integrations and APls
simplify the process, businesses with legacy sys-

tems may face additional challenges.
2. Timeline for Implementation:

« The timeline for virtual card implementation
varies based on the scope of the project. Sim-
ple integrations with pre-built solutions can be
completed within weeks, while more complex
implementations involving custom APIs and

banking partnerships may take several months.
47

3. Change Management:

« Implementing virtual cards requires effective
change management to address resistance from
treasury departments and ensure smooth adop-

tion by AP teams and suppliers.

Customer Control Considerations and Ap-

proval Workflows
1. Spending Controls and Limits:

« Virtual cards offer advanced spending controls,
allowing businesses to set transaction limits, ex-
piration dates, and usage restrictions. These
controls enhance financial oversight and pre-

vent unauthorized spending. ** *

2. Approval Workflows:

+ AP platforms incorporate approval workflows
to ensure that virtual card payments are autho-
rized by the appropriate stakeholders. This in-
cludes setting up multi-level approval processes
and providing real-time visibility into payment

statuses. **
3. End-to-End Visibility:

« Virtual card integration provides end-to-end vis-
ibility into payment processes, enabling busi-
nesses to track transactions in real time and

identify bottlenecks in the workflow. *'

6. Customer Value Proposition

Working Capital Optimization through Ex-
tended DPO Virtual cards enable businesses to op-
timize their working capital by extending their Days
Payable Outstanding (DPO): - Businesses can delay
the actual cash outflow while still making timely
payments to suppliers. - This extension of DPO can
range from 15 to 45 days, depending on the agree-

*2 - The improved cash

ment with the card issuer.
flow allows companies to invest in growth initiatives
or manage short-term liquidity needs more effec-

tively.

Rebate Potential and Revenue Sharing Models
Virtual cards transform AP departments from cost
centers to profit centers through rebate programs:
- Typical rebate rates range from 0.5% to 1% of the

transaction value. » % -

For example, a company
processing $10 million in virtual card payments an-

nually could earn $50,000 to $100,000 in rebates. *’
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- Some AP automation vendors offer tiered rebate
structures, where higher transaction volumes lead to

increased rebate percentages.

Process Efficiency Gains and Staff Reduction
Opportunities The adoption of virtual cards leads
to significant process efficiencies: - Automation re-
duces manual intervention, saving up to 70-80% in

labor costs. > *°

- Companies can save between $4
and $20 per transaction by eliminating paper checks.
* - Some businesses report saving up to 600 hours
annually in administrative tasks related to payment
processing. * *°

Fraud Reduction and Security Enhancements
Virtual cards offer superior security features com-
pared to traditional payment methods: - Fraud re-
duction rates of up to 90% have been reported by

% - Single-use

companies adopting virtual cards.
card numbers and dynamic CVV codes significantly
reduce the risk of unauthorized transactions. *'- The
ability to set specific spending limits and expiration
dates for each virtual card adds an extra layer of con-

trol and security.

End-to-End Visibility Benefits Virtual cards pro-
vide enhanced visibility into the entire payment pro-
cess: - Real-time tracking of expenses enables busi-
nesses to monitor spending as it happens. * - Au-
tomated reconciliation reduces errors and provides
clearer insights into cash flow and financial posi-
tions. - Enhanced data analytics from virtual card
transactions help businesses make informed finan-

cial decisions and optimize budgeting. ©

Quantified ROl Examples from Actual Imple-
mentations Several case studies demonstrate the

tangible ROI of virtual card implementations:

1. TravelX Case Study:

« Reduced payment processing costs by 80%.
« Saved 600 hours annually in administrative

tasks. > **

2. Large Enterprise Implementation:

+ Achieved $150,000 to $180,000 in annual savings
by streamlining reconciliation processes and re-

ducing administrative overhead. *
3. Mid-Market Company Example:

« Earned $50,000 in rebates on $10 million of an-
nual virtual card spend.
« Reduced payment processing time from weeks

to minutes. *
4. Global Corporation Case Study:

« Reported a 100% improvement in data quality
and accuracy.
+ Achieved a 75% improvement in cash flow and

profitability. ©’
5. Financial Services Firm:

+ Reduced fraud-related losses by 90% after im-
plementing virtual cards. **
« Improved supplier relationships due to faster

payment processing and reduced errors.

These examples illustrate the multifaceted benefits
of virtual card adoption, including cost savings, ef-
ficiency gains, improved security, and new revenue

streams through rebates.

7. Vendor Analysis

Enterprise Solutions

1. Coupa Pay (Coupa)

Virtual Card Penetration: Coupa Pay integrates

virtual cards as part of its broader spend manage-

ment platform. It is designed for enterprise-level
organizations seeking to optimize working capital
and streamline payments.

+ Fee Structures and Revenue Sharing Models:
Coupa Pay offers pre-approved spending limits
and automated reconciliation, which helps busi-
nesses maximize rebates and optimize working
capital. *

« Banking Partnerships and Payment Rail Ap-

proaches: Coupa collaborates with payment
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providers to offer virtual card solutions, ensuring
seamless integration with existing financial sys-
tems. *

» Unique Differentiators and Limitations:

- Real-time visibility into expenses and auto-
mated reconciliation processes. *

- Focus on eliminating inefficiencies and risks as-
sociated with physical cards. *

- Targeted at large enterprises, which may limit

its appeal to smaller organizations. *

« Target Market Focus and Success Rates: Coupa
is primarily focused on large enterprises with com-

plex financial operations.

2. Medius Pay (Medius)

+ Virtual Card Penetration: Medius Pay inte-
grates virtual cards into its cloud-based AP au-
tomation platform, focusing on invoice processing,
procurement, and supplier management. ©’

+ Fee Structures and Revenue Sharing Mod-
els: Medius emphasizes cost savings and rebates
through virtual card payments, offering businesses
a way to generate revenue on AP spend.

« Banking Partnerships and Payment Rail Ap-
proaches: Medius collaborates with financial in-
stitutions to provide secure and efficient virtual
card payment options.

» Unique Differentiators and Limitations:

- Streamlines payment processes by converting
high-risk, outdated payments to virtual cards.
68

- Offers quick setup and remote access for virtual

card programs. *

- Target Market Focus and Success Rates:
Medius targets mid-sized to large organiza-
tions, with a strong focus on efficiency and cost

reduction.

3. Esker Pay (Esker)

« Virtual Card Penetration: Esker Pay integrates
virtual cards into its AP automation platform, fo-
cusing on automating invoice-to-pay workflows.

« Fee Structures and Revenue Sharing Models:
Esker Pay offers competitive fee structures and
rebate opportunities for businesses using virtual
cards.

» Banking Partnerships and Payment Rail Ap-
proaches: Esker collaborates with banks and pay-
ment providers to ensure seamless virtual card
transactions. ©

+ Unique Differentiators and Limitations:

- Advanced fraud detection and compliance fea-
tures. ¥
- Integration with multiple ERP systems for

streamlined workflows.

« Target Market Focus and Success Rates: Esker
targets enterprises looking for robust AP automa-
tion solutions with integrated payment capabili-

ties. @

4. SAP Ariba

Virtual Card Penetration: SAP Ariba integrates
virtual cards into its procurement and AP automa-
tion solutions, offering a comprehensive procure-
to-pay platform.

+ Fee Structures and Revenue Sharing Models:
SAP Ariba provides flexible fee-sharing arrange-
ments, allowing businesses to benefit from rebates
and cost savings.

« Banking Partnerships and Payment Rail Ap-

proaches: SAP Ariba partners with financial in-

stitutions to offer secure and efficient virtual card
payment options.

« Unique Differentiators and Limitations:

- Seamless integration with SAP ERP systems. ”°

- Advanced analytics and reporting capabilities.

« Target Market Focus and Success Rates: SAP
Ariba is designed for large enterprises with com-

plex procurement and payment needs.

10



Virtual Cards in B2B Payments: Comprehensive Market Analysis for AP Automation

5. Basware Pay

« Virtual Card Penetration: Basware Pay inte-
grates virtual cards into its AP automation plat-
form, focusing on touchless invoice processing and
payment automation. ’'

+ Fee Structures and Revenue Sharing Mod-
els: Basware offers competitive fee structures and
rebate opportunities for businesses using virtual
cards. "'

« Banking Partnerships and Payment Rail Ap-
proaches: Basware collaborates with banks and
payment providers to ensure seamless virtual card
transactions. ”’

« Unique Differentiators and Limitations:

- High first-time invoice processing accuracy
(87.9%). "'

- Focus on touchless processing and automation.
71

« Target Market Focus and Success Rates:
Basware targets enterprises seeking to optimize
their AP processes through automation and virtual

card integration. ”'

Mid-market Solutions

1. Tipalti

Virtual Card Penetration: Tipalti integrates vir-

tual cards into its global payables automation plat-

form, offering businesses a way to streamline pay-
ments and optimize cash flow.

« Fee Structures and Revenue Sharing Models:
Tipalti provides cashback on virtual card transac-
tions, enhancing the revenue potential for busi-
nesses.

» Banking Partnerships and Payment Rail Ap-

proaches: Tipalti supports payments in over 120

currencies and collaborates with multiple financial

institutions. ™

« Unique Differentiators and Limitations:

- Global payment capabilities and compliance

features.

- Centralized management of card spend and ex-

penses. ”’

+ Target Market Focus and Success Rates: Tipalti
targets mid-market businesses with global opera-

tions.

2. AvidXchange

Virtual Card Penetration: AvidXchange offers

virtual card payments as part of its AP automa-

tion platform, focusing on vendor payments and
invoice processing. "’

« Fee Structures and Revenue Sharing Models:
AvidXchange provides flexible fee-sharing arrange-
ments and rebate opportunities for businesses. "

« Banking Partnerships and Payment Rail Ap-

proaches: AvidXchange collaborates with finan-

cial institutions to offer secure and efficient virtual
card payment options. ”°

« Unique Differentiators and Limitations:

- Large network of suppliers set up to receive elec-
tronic payments. °
— Comprehensive invoice management capabili-

ties.

« Target Market Focus and Success Rates: AvidX-
change targets mid-market businesses seeking to

automate their AP processes.

3. Bill.com

« Virtual Card Penetration: Bill.com integrates
virtual cards into its AP automation platform, offer-
ing businesses a way to streamline payments and
optimize cash flow. ”’

+ Fee Structures and Revenue Sharing Models:
Bill.com provides competitive fee structures and
rebate opportunities for businesses using virtual
cards. 7

« Banking Partnerships and Payment Rail Ap-
proaches: Bill.com collaborates with banks and
payment providers to ensure seamless virtual card

transactions. ”’

11
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+ Unique Differentiators and Limitations:

— User-friendly interface and mobile app capabil-
ities. ”®
- Focus on small to mid-sized businesses. ”/
« Target Market Focus and Success Rates:
Bill.com is designed for small to mid-sized busi-
nesses looking for cost-effective AP automation

solutions. "’

4. Stampli

+ Virtual Card Penetration: Stampli integrates vir-
tual cards into its AP automation platform, focus-
ing on invoice management and payment automa-
tion. ”

+ Fee Structures and Revenue Sharing Mod-
els: Stampli offers competitive fee structures and
rebate opportunities for businesses using virtual
cards. ”

« Banking Partnerships and Payment Rail Ap-
proaches: Stampli collaborates with financial in-
stitutions to offer secure and efficient virtual card
payment options. ”

+ Unique Differentiators and Limitations:

- Collaborative invoice management approach. ”

- Integration with over 70 ERP systems.

- Target Market Focus and Success Rates: Stam-

3. Cash Flow Concerns: Suppliers may worry

about potential delays in receiving payments due

to processing times.

Strategies to overcome these challenges:

. Education and Awareness: Implement supplier

education programs to highlight the benefits of
virtual cards, such as faster payment processing

and improved cash flow.

. Negotiated Fee Structures: Work with pay-

ment providers to offer tiered or reduced fee struc-

tures for high-volume suppliers. *'

. Supplier Enablement Programs: Provide tech-

nical support and resources to help suppliers in-

tegrate virtual card processing into their systems.
45

. Early Payment Incentives: Offer early pay-

ment options to suppliers who accept virtual

cards, addressing cash flow concerns.

. Hybrid Payment Models: Implement a mix of

payment methods to accommodate supplier pref-
erences while gradually increasing virtual card

adoption.

pli targets mid-market businesses seeking to im-

prove AP processing efficiency and transparency.

ERP Integration Complexities Integrating virtual
cards with existing ERP systems can be challenging

due to:

79

8. Adoption Barriers and Solutions

Supplier Acceptance Challenges and Strategies
Supplier resistance remains a significant barrier to

virtual card adoption. Key challenges include:

1. High Processing Fees: Suppliers often resist vir-
tual cards due to higher processing fees compared

to other payment methods. * *

2. Integration Complexities: Some suppliers lack
the technical infrastructure to process virtual

card payments efficiently.

. Legacy System Limitations: Older ERP sys-

tems may lack the necessary APls or modules for

seamless integration.

. Data Synchronization Issues: Ensuring real-

time data flow between the ERP and virtual card

platforms can be complex.

. Customization Requirements: Each business

may have unique workflows that require custom

integration solutions.

Solutions to address these complexities:

12
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1. API-First Approach: Prioritize virtual card solu-
tions with robust API capabilities for easier inte-

gration. **

2. Phased Implementation: Adopt a gradual ap-
proach to integration, starting with core function-

alities and expanding over time.

3. Middleware Solutions: Utilize middleware plat-
forms to bridge the gap between legacy ERPs and

modern virtual card systems.

4. Vendor Partnerships: Collaborate with ERP
vendors and virtual card providers to develop tai-

lored integration solutions.

IT Security Concerns and Compliance Require-
ments Security and compliance are critical consider-

ations in virtual card adoption:

1. Data Protection: Ensuring the security of sensi-
tive financial data during transmission and stor-

age.

2. Regulatory Compliance: Meeting industry
standards such as PCI DSS and regional regula-
tions like GDPR.

3. Fraud Prevention: Implementing robust mea-
sures to prevent unauthorized transactions and

data breaches.
Strategies to address these concerns:

1. Tokenization and Encryption: Implement ad-

vanced security measures to protect card data. *’
40

2. Regular Audits and Certifications: Conduct
periodic security audits and maintain relevant

compliance certifications.

3. Multi-Factor Authentication: Implement
strong authentication protocols for all virtual

card transactions.

4. Employee Training: Provide comprehensive
training on security best practices and compli-

ance requirements.

Treasury Department Resistance FactorsTrea-
sury departments may resist virtual card adoption
due to:

1. Loss of Control: Concerns about reduced over-

sight over payment processes.

2. Disruption to Existing Workflows: Reluc-
tance to change established procedures and sys-

tems.

3. ROI Uncertainty: Skepticism about the finan-

cial benefits of virtual cards.
Strategies to overcome treasury resistance:

1. Detailed ROI Analysis: Provide comprehensive
cost-benefit analyses demonstrating the financial

advantages of virtual cards.

2. Pilot Programs: Implement small-scale pilot
projects to demonstrate the effectiveness of vir-

tual cards in real-world scenarios.

3. Enhanced Reporting Tools: Offer advanced re-
porting and analytics capabilities to maintain or

improve financial oversight.

4. Gradual Implementation: Propose a phased
approach to virtual card adoption, allowing for

careful evaluation and adjustment.

Change Management Best Practices Effective
change management is crucial for successful virtual

card implementation:

1. Stakeholder Engagement: Involve key stake-
holders from finance, 1T, and operations in the

planning and implementation process.

2. Clear Communication: Develop a comprehen-
sive communication plan to inform all affected

parties about the changes and benefits.

3. Training and Support: Provide thorough train-
ing for employees and offer ongoing support dur-
ing the transition.
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4. Measurable Goals: Set clear, achievable objec-
tives for virtual card adoption and regularly track

progress.

5. Feedback Loops: Establish mechanisms for col-
lecting and acting on feedback from users and

suppliers.

6. Continuous Improvement: Regularly review
and optimize the virtual card program based on

performance data and user feedback.

By addressing these adoption barriers and imple-
menting effective solutions, businesses can over-
come resistance to virtual card adoption and maxi-
mize the benefits of this innovative payment tech-

nology.

9. Future Outlook

Expected Virtual Card Growth as Percentage
of B2B Payments Through 2027 The future of
virtual cards in B2B payments looks exception-
ally promising, with significant growth projected
through 2027:

1. Market Size Expansion: The global value of vir-
tual card transactions is expected to rise from $1.9
trillion in 2021 to $6.8 trillion by 2026, represent-
ing a growth of nearly 260%. *

2. Percentage of B2B Payments: By 2026, virtual
cards are projected to account for 71% of B2B pay-
ment volumes. ° This represents a substantial in-

crease from the current 2% penetration rate. '’

3. Annual Growth Rate: The global virtual card
market is projected to grow at a compound an-
nual growth rate (CAGR) of 20.9% from 2023 to
2030.

4. Regional Growth Variations:

« North America is expected to maintain its posi-
tion as the largest market for virtual cards. *

« The Asia-Pacific region is anticipated to experi-
ence the highest growth rate, driven by increas-

ing adoption of digital payment solutions. *'

5. Industry-Specific Adoption: Certain indus-
tries, such as healthcare, travel, and e-commerce,
are expected to see higher adoption rates of vir-
tual cards due to their specific payment needs

and the benefits offered by virtual card solutions.

Emerging Technologies Affecting Virtual Card
Adoption Several emerging technologies are poised
to significantly impact virtual card adoption and

functionality:

1. Artificial Intelligence (Al) and Machine
Learning (ML):

« Al and ML are being used to enhance fraud de-
tection capabilities, making virtual cards even
more secure. ** %

« These technologies can also optimize spending
patterns and automate expense categorization,
improving the overall efficiency of virtual card

programs.
2. Blockchain Technology:

+ Blockchain has the potential to further enhance
the security and transparency of virtual card
transactions. *

+ Smart contracts built on blockchain could au-
tomate complex payment terms and conditions,
making virtual cards more versatile for B2B

transactions.
3. Internet of Things (loT):

« loT devices could be integrated with virtual card
systems to enable automated, real-time pay-
ments based on predefined triggers or condi-
tions.

« This could revolutionize supply chain payments

and just-in-time inventory management.
4. 5G Technology:

« The rollout of 5G networks will enable faster,
more reliable transactions, potentially increas-
ing the adoption of mobile virtual card solu-
tions.

« 5G could also support more sophisticated real-

time fraud detection and prevention measures.
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5. Biometric Authentication:

« Advanced biometric technologies (e.g., facial
recognition, fingerprint scanning) could be in-
tegrated into virtual card systems to enhance

security and user experience.

6. Augmented Reality (AR) and Virtual Reality
(VR):

« AR and VR technologies could transform the
way businesses visualize and manage their vir-
tual card spending, offering immersive inter-

faces for financial management.

Regulatory Changes Impacting the Virtual
Card Landscape The regulatory environment sur-
rounding virtual cards is evolving, with several key
trends and changes expected to impact the land-

scape:

1. Enhanced Data Protection Regulations:

« Stricter data protection laws, similar to GDPR
in Europe, are likely to be implemented globally,
affecting how virtual card data is stored and pro-
cessed.

« This may lead to increased compliance costs but
could also boost confidence in virtual card secu-
rity.

2. Open Banking Initiatives:

« Open banking regulations are expanding glob-
ally, which could facilitate easier integration of
virtual card solutions with banking systems and

financial management platforms.
3. Standardization of Virtual Card Protocols:

« Regulatory bodies may push for standardiza-
tion of virtual card technologies and protocols,
potentially simplifying integration and interop-

erability between different systems.

4. Anti-Money Laundering (AML) and Know

Your Customer (KYC) Requirements:

« Stricter AML and KYC regulations may be ap-
plied to virtual card issuance and usage, poten-
tially impacting the onboarding process for busi-

nesses and suppliers.

5. Cross-Border Payment Regulations:

+ As virtual cards become more prevalent in in-
ternational transactions, regulators may intro-
duce new rules governing cross-border virtual

card payments.
6. Interchange Fee Regulations:

+ Potential regulations on interchange fees, sim-
ilar to those implemented for consumer credit
cards in some regions, could impact the revenue
models of virtual card providers and AP automa-

tion vendors.

Consolidation Trends in the AP Automation
and Payments Space The AP automation and pay-
ments industry is experiencing significant consolida-

tion, which is likely to continue:

1. Mergers and Acquisitions:

« Larger financial technology companies and tra-
ditional financial institutions are acquiring in-
novative AP automation and virtual card star-
tups to expand their capabilities.

« This trend is expected to accelerate as the mar-
ket matures and companies seek to offer com-

prehensive, end-to-end payment solutions.
2. Strategic Partnerships:

+ AP automation vendors are forming strategic
partnerships with banks, payment networks,
and fintech companies to enhance their virtual

card offerings and expand market reach.
3. Vertical Integration:

« Some AP automation vendors are expanding
their services to include virtual card issuance
and processing, moving towards a more verti-

cally integrated model.
4. Geographic Expansion:

« Companies are leveraging mergers and acquisi-
tions to expand into new geographic markets,
particularly in high-growth regions like Asia-
Pacific.
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5. Ecosystem Development:

« The creation of comprehensive financial ecosys-
tems that include AP automation, virtual cards,
and other financial services is becoming more

common.
6. Focus on Niche Markets:

« Some companies are specializing in specific in-
dustries or market segments, leading to acquisi-
tions of niche players by larger, more generalist

companies.

These consolidation trends are likely to result in a
more mature, integrated virtual card and AP automa-
tion market, with solutions that offer broader func-
tionality and seamless integration across various fi-

nancial processes.

10. Strategic Recommendations

For AP Automation Vendors Looking to In-

crease Virtual Card Adoption

1. Develop Comprehensive Integration Capa-
bilities:

« Invest in robust APl development to ensure
seamless integration with a wide range of ERP
systems and financial platforms. '*

« Offer pre-built integrations with popular ac-
counting software to simplify implementation

for small and mid-sized businesses.
2. Enhance Supplier Enablement Programs:

« Create dedicated teams to educate suppliers on
the benefits of virtual cards and assist with on-
boarding. *

« Develop tiered fee structures or incentives to en-

courage supplier acceptance of virtual cards. *
3. Focus on Security and Compliance:

« Implement advanced security measures such as
tokenization and multi-factor authentication to
address security concerns. °°

« Maintain up-to-date compliance certifications
(e.g., PCI DSS) and provide clear documentation

to build trust with potential clients.

4. Leverage Artificial Intelligence and Machine

Learning:

« Integrate Al-powered fraud detection and pre-
vention capabilities to enhance the security of
virtual card transactions. ’*

« Utilize machine learning algorithms to optimize
payment timing and improve working capital

management for clients.
5. Develop Industry-Specific Solutions:

« Create tailored virtual card solutions for high-
potential industries such as healthcare, travel,
and e-commerce.

« Partner with industry-specific  software

providers to offer integrated, vertical-focused

solutions.
6. Expand Revenue-Sharing Models:

+ Develop flexible revenue-sharing arrangements
that incentivize both clients and suppliers to
adopt virtual cards.

- Consider offering tiered rebate structures based
on transaction volumes to drive increased us-

age.

7. Invest in User Experience and Mobile Capa-

bilities:

+ Develop intuitive, user-friendly interfaces for
managing virtual card programs.

+ Create mobile applications that allow for on-
the-go management of virtual card transactions

and approvals.
8. Forge Strategic Partnerships:

« Collaborate with banks, payment networks,
and fintech companies to expand virtual card
capabilities and reach.

+ Explore partnerships with ERP vendors to offer

deeply integrated virtual card solutions.

For Finance Leaders Evaluating Virtual Card

Implementation

1. Conduct a Comprehensive Cost-Benefit

Analysis:
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« Evaluate potential cost savings from reduced + Implement real-time monitoring and reporting

o tools to maintain visibility and control over vir-

manual processing and fraud prevention.
« Calculate potential rebate earnings based on tual card spend.

H 11
current and projected AP spend. 8. Focus on Supplier Adoption:

2. Start with a Pilot Program:
& « Work closely with your virtual card provider to

+ Implement a small-scale virtual card program develop strategies for encouraging supplier ac-
with select suppliers to demonstrate value and ceptance.
identify potential challenges. « Consider offering incentives, such as faster pay-
+ Use the pilot to gather data on efficiency gains, ment terms, for suppliers who accept virtual
cost savings, and supplier acceptance rates. cards.

3. Develop a Phased Implementation Strategy: . L
For Payment Providers Considering Partner-

« Create a roadmap for gradually expanding vir- ships with AP Automation Vendors

tual card usage across different spend cate-

gories and departments. 1. Develop Flexible Integration Solutions:

« Set clear milestones and KPIs to measure the « Create robust APls and SDKs that allow for easy
success of each implementation phase. integration of virtual card capabilities into AP
4. Prioritize Integration with Existing Systems: automation platforms. '

« Offer white-label solutions that AP automation

« Ensure the chosen virtual card solution inte- . )
vendors can customize and brand as their own.

grates seamlessly with your current ERP and ac-
counting systems. 2. Enhance Data Analytics and Reporting Ca-

« Evaluate the need for any system upgrades or pabilities:

middleware solutions to facilitate integration. . Provide advanced analytics tools that AP au-

5. Invest in Change Management and Training: tomation vendors can offer to their clients

« Develop a comprehensive change management for better spend management and financial
plan to address potential resistance from inter- decision-making.

nal stakeholders. « Develop customizable reporting features that

« Provide thorough training for AP staff, ap- cater to the specific needs of different industries

. and business sizes.
provers, and other users of the virtual card sys-

tem. 3. Expand Cross-Border Payment Capabilities:
6. Optimize Working Capital Management: « Invest in solutions that simplify international
« Leverage virtual cards to extend Days Payable virtual card transactions, addressing currency
Outstanding (DPO) while maintaining good conversion and compliance challenges.
supplier relationships. « Partner with local financial institutions in key
« Use data analytics from virtual card transac- markets to facilitate smoother cross-border pay-
tions to identify opportunities for improving ments.
cash flow and reducing costs. 4. Develop Industry-Specific Features:

7. Establish Clear Policies and Controls: + Create specialized virtual card solutions for

« Develop robust policies for virtual card usage, high-potential industries, such as healthcare or
including approval workflows and spending lim- travel, that AP automation vendors can offer to
its. their clients.

17



Virtual Cards in B2B Payments: Comprehensive Market Analysis for AP Automation

« Provide industry-specific fraud prevention and
compliance features to address unique sector

challenges.
5. Offer Competitive Revenue-Sharing Models:

« Develop flexible revenue-sharing arrangements
that incentivize AP automation vendors to pro-
mote virtual card adoption.

« Consider tiered pricing models based on trans-
action volumes or total spend to encourage

growth.
6. Invest in Emerging Technologies:

« Explore the integration of blockchain technol-
ogy for enhanced security and transparency in
virtual card transactions. "

« Develop Al-powered tools for fraud detection
and spend optimization that can be integrated

into AP automation platforms. 7 ®
7. Prioritize Security and Compliance:

« Maintain the highest levels of security certifica-
tion and compliance with industry standards.

« Provide comprehensive documentation and
support to help AP automation vendors address

their clients’ security concerns.
8. Develop Supplier Enablement Resources:

« Create tools and resources that AP automation
vendors can use to educate and onboard suppli-
ers to accept virtual cards.

« Offer technical support and integration assis-
tance for suppliers to streamline the adoption

process.
9. Foster Innovation Through Collaboration:

« Establish innovation labs or joint development
initiatives with AP automation vendors to co-
create new virtual card features and capabili-
ties.

« Participate in industry forums and standards
committees to help shape the future of B2B pay-
ments and virtual card technology.

By following these strategic recommendations, AP
automation vendors, finance leaders, and payment
providers can position themselves to capitalize on
the growing virtual card market, drive adoption, and
maximize the benefits of this innovative payment

technology.
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