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Introduction

The cost of getting paid is not what most
organizations think it is.

On the surface, the cost of accepting payments appears well understood. There are
ACH fees, card processing fees and other transaction-related charges. Most
organizations assume these represent the primary cost of payments. They do not.

The majority of payments are completed successfully, but a minority drive a
disproportionate share of cost, effort and complexity — and those costs are largely
created outside of the transaction itself.

When that minority occurs, a range of issues emerge:

® Payments are delayed or not completed at the time of intent

e Customers require assistance to complete payments

® Payments must be retried or recovered through additional effort

e Disputes arise, creating additional cost and operational overhead

Though central to completing the payment process, the costs of these situations
are often not attributed to payments in financial reporting. In particular, any

payment that requires human intervention introduces costs that organizations often
fail to calculate.
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The Payment
Experience Gap

With this report, PayNearMe introduces the Payment Experience Gap:
the difference between what bill pay businesses believe they pay to
accept payments and the expenses they actually incur once the
impacts of payment friction, customer support and operational costs
are included.

A customer’s willingness and ability to pay ties directly to the payment
experience. Systems that are difficult to use or offer limited payment
options contribute to delayed or missed payments, increased support
needs and higher operational burden. Over time, these issues inflate
costs, hurt business metrics and damage customer relationships.

Using internal benchmarks, conservatively modeled
assumptions and third-party validation, this report
finds that a typical mid-size lender incurs
approximately $7.22 in total cost per payment,
including $1.20 in transaction fees and $6.02 in
additional costs beyond processing.

These costs are expressed on a per-payment basis and represent an
average across all payments, including those that complete
successfully and those that require additional effort.

The difference between these figures represents the Payment

Experience Gap. In total, the cost of accepting payments is six times
higher than what is typically measured.
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Customer
Experience:
$1.31
Cost Beyond
Support: Transaction
Fees
Payment ss.02
Experience Gap
Operations:
Transaction Fees: Transaction Fees: Transaction
F
$1.20 $1.20 $120
Transaction Fees Total Cost of
$1.20 Payment Acceptance
$7.22
Applying this model across 16.8 billion bill payments annually
within the U.S. bill-pay market, the Payment Experience Gap
represents more than:
$100 billion in payment acceptance
costs beyond transaction fees.
For an enterprise processing 500,000 payments annually, this
equates to approximately $3 million in payment-related costs.
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https://www.doxo.com/wp-content/uploads/2024/01/How-americans-pay-bills-doxo-insights-2023-report.pdf

The truth about transaction fees

Transaction fees capture onIy a single moment— Before completing payments, customers must navigate the entire
payment experience, which includes selecting a payment method and

when a payment IS successfully pI‘OCGSSGd. Gettmg successfully completing the transaction. After a payment is made,

paid, however, is a process that spans the entire organizations must validate and reconcile it while also managing
. payment failures, exceptions and disputes. Each step introduces friction
payment journey. and cost.

At scale, the costs beyond transaction fees are significant

Mid-Size Lender Total Market Impact ™

Processing 500,000 payments annually: 16.8 billion bill payments annually:

~$3.0M $100B

These costs rarely appear on a processor invoice, yet they represent more than 80% of the total cost of payment acceptance.
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The Payment Experience

Quantifying the gap

4 ™
Calculating the Payment Experience Gap is straightforward. It represents
the difference between visible costs—transaction fees paid to processors— E p
and the actual total cost once you account for the operational, support and ayment
experience-related effort required to get paid. E Intent

G @ D

To quantify this, this report evaluates costs across three core categories:
e Customer Experience: The financial impact of delayed or incomplete payments Paymen t
® Support: The cost of helping customers complete payments Com pletion
® Operations: The cost of processing, recovering and reconciling payments
For each pillar, the analysis includes three steps: (-5' Early Stage
e Estimate how frequently cost-driving events occur e ) Recovery
® Apply representative cost assumptions

o J

® Normalize results on a per-payment basis '

These elements are aggregated to produce a per-payment cost estimate.

The analysis focuses on the most common and repeatable drivers of payment .
friction, rather than attempting to capture every possible edge case. Cred It ReCOVG ry
Importantly, the Payment Experience Gap is designed to quantify the costs
associated with the payment experience itself—from payment intent through
payment completion and early-stage recovery activity. While downstream
collections, credit loss and delinquency management can create additional

e Collections ¢ Credit Loss

financial impact, those activities fall outside the scope of this analysis. As a * Delinquency Management
result, the findings provide a focused view of the costs created by payment

friction and the broader impact of the payment experience on payment e Write-downs ° Skip Tracing
acceptance.

The result is conservative, but directionally startling.
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Transaction fees:
The cost most
organizations measure Using these

[ ]
Transaction fees are the direct costs organizations incur to process Clssumptlons dnd a

payments. They are widely understood, commonly measured and clearly H

visible in financial reporting and on processor invoices. Because these fees representqtlve

are easy to track, they are often treated as the primary—and sometimes $640 pqyment the

only—cost of payment acceptance. r .
blended transaction

In reality, they represent only a fraction of the total cost of payment

acceptance. fee is approximately

Calculating transaction fees $'I .20 pe Y

To establish a representative benchmark, this report uses a blended
transaction fee derived from representative payment behavior observed
across lending portfolios. Percentages reflect the share of total transactions q m e n
- ) . L @
by payment type, providing a volume-weighted view of payment activity.

Wallets include PayPal, Venmo and Cash App Pay. Each payment type carries
a different cost structure.

As a result, the blended transaction fee is primarily driven by ACH and debit

payments. While credit cards and digital wallets carry higher fees, they
represent a small share of volume.
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Representative Tender Mix and Cost Assumptions

While transaction costs vary by payment type, ACH and debit make up the majority of payment volume.

Weighted Cost
Contribution

Payment Type Share of Payments Cost per Payments

ACH 72% $0.40 $0.29
Debit Card 28% $3.20 $0.88
Cash <1% $2.50 $0.02
Digital Wallets <1% $5.99 $0.01
Credit Card <1% $16.00 ~$0.00
Total Blended Transaction Fee $1.20
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Customer experience: The financial impact

of payment friction

Customer experience costs reflect the downstream financial impact
created when payments are abandoned and ultimately delayed beyond
the time of intent. When payment experiences are unclear, restrictive or
difficult to use, customers may abandon payment attempts. While many
of these payments are eventually completed, delays in resolution create
additional servicing burden and slower cash flow, with some payments
progressing into early-stage delinquency.

With this approach, Customer Experience is modeled not as another
operational cost category, but as the financial consequence.

The model therefore focuses on two primary impacts:

e the additional servicing effort associated with delayed or
delinquent payments

e the economic impact of delayed payment receipt

Customer Experience Cost Breakdown

Most customer experience costs are created when payments are not completed at the time of intent.

Q Delinquency-Related
D Servicing Effort

ﬁ Economic Impact of
Delayed Payment

5%
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COST PER PAYMENT (USD)

Importantly, the model focuses on early-stage delinquency and short-
term payment recovery activity, rather than downstream collections. The
intent is to capture the financial impact of delayed payment completion,
not collections activity.

The model assumes that approximately 20% of payments are
abandoned or not completed at the time of intent. Of those
abandoned payments, approximately 25% are assumed to
remain unpaid by the due date or progress into early-stage
delinquency.

Delayed payments also create a financial cost, as organizations must
continue funding receivables while waiting for payment to be received.
The model incorporates this impact using a representative payment size
of $640 and a 10% cost of capital assumption.

TOTAL FINANCIAL IMPACT
OF PAYMENT FRICTION

o

Reducing payment
friction can increase
on-time payment
completion and lower
servicing costs.

95%

$1.31:...
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The Most Common Drivers
Support: The cost of of Support Costs

Support issues are often symptoms of broader customer

C u StO m e r i n te rq CtiO n experience and operational challenges.

Customer support remains a persistent need in payment journeys, even as
digital self-service options improve.

L]
Customers seek help when they can’t complete payments independently & A
due to login issues, unclear payment flows, limited payment options or
general confusion. Assisted Payment Failed Payment
Completion Troubleshooting

In many cases, customers are willing and able to pay, but
encounter friction that prevents them from completing

transactions without aid. ﬂ 9

Login and Access Payment-Related
Using a representative interaction rate of approximately 20%, and Gartner e Inquries
benchmark data estimating a blended assisted support cost of
approximately $13.50 per contact across channels such as phone, chat and
email, average support costs equate to approximately $2.70 per payment.
For the purposes of this report, five common support drivers @

are considered:
Billing or Payment
Concerns

© 2026. PayNearMe, Inc. PayNearMe Original Research. paynearme.com 08



Support Cost Breakdown

One in five payments requires customer assistance, whether through phone, chat or email.

TOTAL SUPPORT COST $2 70
([ J per payment

@ 20% x @S150 - g $270

] Average Assisted Support Cost
Interaction Rate Contact Cost Per Payment
N
of payments require customer blended cost across channels average support cost
interaction or assistance (phone, chat, email) per payment

@ Helping customers resolve issues independently is the largest opportunity to reduce the total cost of payment acceptance.
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Operations: The
cost of managing
payment failure

Operational costs represent the effort required to manage payments
when they don’t proceed cleanly from request to reconciliation. Costs
arise when payments fail, require recovery or must be reconciled
through additional support.

For the purposes of this report, five primary operational cost
drivers are considered:

e ACH returns and recovery: Returned bank payments and the
effort required to recover them

e Chargebacks: Card-based disputes

e Check and money order processing: Processing of physical
check and money order payments

e In-person payment handling: Payments accepted and
processed in a physical location

e Reconciliation and back-office labor: Payment reconciliation
and back-office validation and processing

The analysis incorporates representative assumptions for payment

failures, recovery effort, dispute handling, manual payment processing

and back-office reconciliation activity. While these costs are often
distributed across multiple teams and systems, they represent a
meaningful component of the total cost of payment acceptance and
are directly tied to the payment journey.

© 2026. PayNearMe, Inc. PayNearMe Original Research. paynearme.com

Operational Cost Breakdown

Operational costs are incurred when payments require
additional handling, recovery or reconciliation.

TOTAL FINANCIAL IMPACT OF PAYMENT FRICTION $1 .31 per

COST PER PAYMENT (USD)

P
o>

©

o

ACH Returns
& Recovery

Chargebacks

Check /
Money Orders

In-Person
Payments

Reconciliation
Labor

_E

Reducing payment exceptions upstream can significantly
reduce operational burden downstream.

7%

29%

payment

53%

Payment
failures and
disputes

82%

of operational
costs are driven
by payment
failures and
disputes.
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The tth I COSt Of The bottom line: Transaction fees represent only a portion

of what it takes to get paid. When customer interaction,

a Cce pti n g pqym e nts incomplete payment attempts and operational effort are

included, the full cost becomes significantly higher.

Total Cost Breakdown

Transaction fees tell only part of the story. Total Cost of
Payment Acceptance

+$2.01 $ 70 2 2

COST PER PAYMENT (USD)

+$2.70

83%

of total cost
occurs outside
of transaction
fees

+$1.31

o

Transaction Fees Customer Support Operations Total Cost of The total cost of
Experience Payment Acceptance payment acceptance

is @X higher than

Cost Beyond Transaction Fees = The Payment Experience Gap transaction fees

$6.02
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Understanding the gap

Having quantified the Payment Experience Gap, the obvious question is
why it exists.

In many organizations, the payment experience is treated as a surface-level T h e q
issue—something to be improved at the interface or channel level. In reality,

it is a huge under-appreciated driver of financial performance. When the ®

experience does not function effectively, the consequences appear o
elsewhere: in delayed or incomplete payments, increased support demand I s c I eq r.

and operational workload.

For every $1.20 spent on
The problem is compounded by limited visibility into these processing (o | pqyment,
costs. Exceptions, retries and support-driven completion an additional $6.02 is
are often tracked independently, if at all. As a result, .
organizations often lack a complete view of the total cost of spent on everythlng
payment acceptance. required to Complete it.

What appear as separate customer, support and operational issues are, in
reality, outcomes of how the payment experience performs. Addressing the
gap requires a more complete view, one that considers payments not just at
the point of processing, but across the full journey.

© 2026. PayNearMe, Inc. PayNearMe Original Research. paynearme.com 12



Finding a solution:
Payment Experience
Management

Organizations can reduce the Payment
Experience Gap by improving the payment
experience: driving satisfaction, accelerating
payments and reducing the total cost of

acceptance.

This requires a shift from optimizing individual transactions to
managing the full end-to-end payment journey. Payment
Experience Management (PEM) represents this shift: the discipline

of owning and continuously improving how payments are
completed across the entire journey.

© 2026. PayNearMe, Inc. PayNearMe Original Research. paynearme.com

1. Improve Customer Experience

There are multiple steps companies can take to reduce friction at
the point of payment:

Provide a broad range of payment options, including modern
methods like digital wallets

Simplify payment flows and improve usability
Personalize payment options based on customer preferences

Use reminders and notifications to reduce missed or delayed
payments

2. Increase Self-Service Resolution

Other measures can make it easier for customers to resolve issues
independently:

Improve self-service capabilities for login and account access issues

Keep customers within the self-service channel to resolve
payment issues

Provide clearer payment instructions and error handling

Reduce confusion in payment flows and account management

3. Optimize Operational Performance

Additional steps can improve payment processing and reduce
exceptions and failures:

Automate ACH retry strategies to improve recovery rates

Apply business rules to reduce manual intervention

Build redundancy into processing systems to reduce downtime
Improve dispute handling to minimize chargeback-related losses

Leverage data and automation to reduce fraud risk
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Closing the Payment Experience Gap

The Payment Experience Gap is not simply a cost issue. It reflects how
the payment experience performs across the entire journey—from
request to reconciliation. The costs quantified in this report are not
isolated. They are the result of friction, breakdowns and inefficiencies
across that journey.

More payments are completed at the time of intent. Fewer interactions
are required. Less effort is spent resolving exceptions and recovering
payments that did not complete as expected.

As the experience improves, the costs outlined in this report begin to
diminish, resulting in a more efficient, more predictable, and ultimately
Improving the payment experience does more than reduce cost. It less costly path to payment acceptance.

changes how the system works.

Closing the Payment Experience Gap

As payment performance improves, the Payment Experience Gap begins to close.

Current State Future State

Payment friction
delays payments

A

Failed payments
require recovery

£ £

Customers require
assistance

AN
0000

Costs accumulate
across support and
operations
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o ' O

More payments
completed on-time

S

More payments
succeed on the first
attempt

Resolve issues
through self-service

N

Fewer interactions
and exceptions to
manage

The result:

More payments
completed, fewer

interactions
required and a
lower total cost of
payment
acceptance.
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Appendix:
Notes on Methodology

The Payment Experience Gap model builds on the Total Cost of
Acceptance framework by quantifying the costs associated with
customer experience, support, and operations that are required to
successfully get paid.

Model Context
e Company profile: Mid-market to enterprise lender
e Average payment size: ~$640

® Payment volume: ~500,000 payments annually

Payment volume is used to normalize total costs to a per-payment basis.
The model is designed to reflect a typical lending use case rather than
any specific organization. Payment size reflects the midpoint between
average new and used loan payments reported by Experian.

This report evaluates costs across three areas: customer experience,
support and operations. For each, the analysis estimates how frequently
cost-driving events occur, applies representative cost assumptions, and
normalizes the results to a per-payment value.

Rather than attempting to model every possible cost, the analysis focuses
on the most common and repeatable drivers of payment friction. The
model focuses on payment completion, customer support and
operational costs associated with payment acceptance. It does not
attempt to quantify downstream collections activity and costs associated
with severe delinquency.

The model emphasizes cost drivers that are consistently observed across
non-commerce payment environments, material to overall cost, and
reasonably measurable.

© 2026. PayNearMe, Inc. PayNearMe Original Research. paynearme.com

Data Sources

The model incorporates three types of inputs:

e PayNearMe internal operational benchmarks: Used for operational
assumptions such as return rates, labor costs, and channel mix.

e Conservative modeled assumptions: Used where standardized
benchmarks do not exist (e.g., abandonment rate, delinquency rate,
ACH return cost, delinquency servicing cost).

e Third-party industry validation

« Gartner — Customer Service and Support Benchmarks

« NACHA / AFP Benchmarking

« Chargebacks 911

« FRED (U.S. household data)

- Datos Insights: U.S. Bill Pay Market Size

« Experian Average Car Payments 2025

Key Considerations
® The model is designed to be conservative and transparent
® [t focuses on structural cost drivers, not edge cases

® |t represents order-of-magnitude impact, not precise accounting

Closing Notes

The goal of this model is not to calculate an exact number. It is to make
the gap visible.
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About PayNearMe

PayNearMe transforms the payment experience for non-commerce businesses and their customers.
With PayXM™"—the first platform for Payment Experience Management—every touchpoint is simple,
driving satisfaction and accelerating payments.

One contract and integration support all major payment types, including PayPal, Venmo, Apple Pay,
Google Pay, cards, ACH, and cash nationwide.

To learn more about PayNearMe, please visit paynearme.com.

For press inquiries, contact insights@paynearme.com.

PayNearMe assumes no liability or responsibility for any errors or omissions in the content expressed in
this presentation. The information is provided “as is” with no guarantees of completeness, accuracy or
timeliness, and without warranties of any kind, express or implied.
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