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    This report provides an overview of e-commerce payment methods and habits across the 

ƎƭƻōŜΦ Lǘ ǎƘƻǿǎ ǘƘŀǘ ǿŜΩǊŜ ƻǇŜǊŀǘƛƴƎ ƛƴ ŀ ŦŀǎŎƛƴŀǘƛƴƎ ǿƻǊƭŘ ǘƘŀǘ ƛǎ ŘƛǾŜǊǎŜ ŀƴŘ Ŧǳƭƭ ƻŦ 

developments but also one that has plenty of room for innovation to enable web retailers to 

sustain growth and offer their services increasingly across borders.  

Ulric Jerome ς Pixmania.com, member of the Board Ecommerce Europe 
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tǊŜŦŀŎŜ 9ŎƻƳƳŜǊŎŜ 9ǳǊƻǇŜ 

Ecommerce Europe is proud to present, in cooperation with Innopay, this special edition of the 

Online payments 2012 report. 

Until now, there has been no structured collaboration directly involving e-commerce 

businesses. The European market is open and offers plenty of opportunities for online 

retailers. For that, Ecommerce Europe was launched in April 2012. 

Ecommerce Europe will focus primarily on reinforcing the success of web merchants and the 

right investment climate for web merchants. It will do this by robustly promoting their 

interests and by lobbying European institutions. For that, this report will be most helpful. We 

must shift towards European standards. Europe needs a broader variety of payment solutions, 

because a broad palette of payment solutions with mass adoption leads to more business for 

web retailers. 

This report provides an overview of e-commerce payment methods and habits across the 

ƎƭƻōŜΦ Lǘ ǎƘƻǿǎ ǘƘŀǘ ǿŜΩǊŜ ƻǇŜǊŀǘƛƴƎ ƛƴ ŀ ŦŀǎŎƛƴŀǘƛƴƎ ǿƻǊƭŘ ǘƘŀǘ ƛǎ ŘƛǾŜǊǎŜ ŀƴŘ Ŧǳƭƭ ƻŦ 

developments but also one that has plenty of room for innovation to enable web retailers to 

sustain growth and offer their services increasingly across borders. 

The content of this report will help to achieve that goal! 

 

Brussels, June 2012 

Annette Falberg ς FDIH 

Marc Lolivier ς Fevad 

Wijnand Jongen ς Thuiswinkel 

 

The Executive Committee of Ecommerce Europe 

www.ecommerce-europe.eu

http://www.ecommerce-europe.eu/home
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tǊŜŦŀŎŜ LƴƴƻǇŀȅ 

You are reading the 2012 edition of InnopayΩs Online payments report in a special edition with 

Ecommerce Europe. We have subtitled the report ΨMoving beyond the webΩ. This subtitle is 

derived from one of the trends we cover in the first part of the report. Payment methods that 

were designed for the internet are now finding their way into the physical world. Only one 

example that illustrates the liveliness of the market we are in. 

ΨOnline payments 2012 ς Moving beyond the webΩ offers a completely revised regional section 

with more extensive coverage of upcoming regions Asia-Pacific and the Middle East. We 

present a new overview of trends as we identify them from our daily consulting practice. 

The Online payments reports have evolved from the first edition in 2005 as a guide for Dutch 

web merchants into the international edition with a global coverage. A theoretical background 

on e-payments was removed, but it is still available in the 2010 edition of the report. While 

prior editions also included an overview of payment service providers, the growing market has 

led to the creation of the PSP BuyerΩs Guide, a separate publication by The Paypers in 2010. 

The latest version of this guide was published in October 2011. 

The report is divided into two sections. Part 1 presents the general developments in online 

payments and an overview of the activity of some global players in the online payments field. 

One of the important trends we observe is the close relation of the offline and online channel. 

Movements we see are offline retailers are moving towards the internet and payment 

methods that were designed for e-commerce, now appearing at the point-of-sale. 

Part 2 covers regional developments in the world, including three case studies. 

The target audience for this report are professionals in the Ψtransaction services industryΩ, 

including merchants, banks, payment service providers, risk service providers, scheme 

organizations and policy makers. With this report we hope to provide both web merchants and 

payment professionals with a clear insight into the online payments industry. 

All details concerning payment methods, specific payment products and payment service 

providers are based on information that was publicly available at the moment this report was 

written. Although we do not claim to provide a complete description of the market, we do feel 

that we present an overview of the main and relevant developments. 

Finally, this report has been written with the utmost care. If you discover that, despite our 

efforts, it contains information that is unclear or erroneous or information is missing, we 

would appreciate it if you would let us know. Feel free to contact us at info@innopay.com. 

 

Amsterdam, May 2012 

Chiel Liezenberg and Douwe Lycklama ς Founding Partners Innopay
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LƴƴƻǇŀȅ ϧ ƻƴƭƛƴŜ ǇŀȅƳŜƴǘǎ 

Innopay is an independent, full service consultancy firm specialized in payments and related 

transaction services. It is our vision that: 

Ĭ Globalization increasingly leads to a network economy. Electronic infrastructures enable 

industries to cooperate in networks, in real-time. 

Ĭ (Mobile) Internet is developing into a true transaction channel, creating new transaction 

contexts. New contexts require new transaction services and new options emerge in 

existing contexts. 

Ĭ Transaction services are part of two-sided markets, with sophisticated network effects. 

Ĭ Development of successful transaction services requires a thorough understanding of the 

context in which transactions take place. Development is complex and costly and asks for 

specialist expertise and a specific approach. 

Innopay has been active in online payments since 2000. Many of our consultants have 

acquired hands-on experience of online payment solutions in the last decade. During this 

period a great variety of online payment solutions was launched, however, the larger part has 

also been closed down again. 

.ŀǎŜŘ ƻƴ ƻǳǊ ŜȄǇŜǊƛŜƴŎŜ ǿŜ ƘŀǾŜ ŎǊŜŀǘŜŘ ǘƘŜ ΨLƴƴƻǇŀȅ ¢ǊŀƴǎŀŎǘƛƻƴ /ƻƴǘŜȄǘ aƻŘŜƭΩ to better 

understand the success factors for development of online payment services. We serve our 

customers in three ways: 

Ĭ ²Ŝ ƘŜƭǇ ǇǊƻŦŜǎǎƛƻƴŀƭǎ ǘƻ ΨǎǘǊǳŎǘǳǊŜ ϧ ǳƴŘŜǊǎǘŀƴŘΩ the online payment industry. 

Ĭ ²Ŝ ƘŜƭǇ ǇǊƻǾƛŘŜǊǎ ǘƻ ΨŘŜǾŜƭƻǇ ϧ ƳŀƴŀƎŜΩ their online payment business, services and 

products. 

Ĭ ²Ŝ ƘŜƭǇ ƳŜǊŎƘŀƴǘǎ ŀƴŘ ŎƻǊǇƻǊŀǘŜǎ ǘƻ ΨŎƘƻƻǎŜ ϧ ǳǎŜΩ (online) payment solutions. 

In addition to InnopayΩs practice in online payment, other key practices include: mobile 

payment, e-invoicing, e-identity, cards and related rules and regulation. On most of these 

topics Innopay regularly publishes leading industry reports, which can be downloaded for free 

from our website.  

Innopay is a member of the European Payments Consulting Association (EPCA) and an 

associate member of the Euro Banking Association (EBA). 

For more information visit www.innopay.com or contact us directly at info@innopay.com or 

+31 20 658 0651. 
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aŀƴŀƎŜƳŜƴǘ ǎǳƳƳŀǊȅ 

Throughout the economic crisis of the recent years, e-commerce has remained the growing, 

innovating sector that it was. With the proliferation of mobile internet, in some regions 

surpassing fixed connections, the appearance of the sector grows even more diverse. 

Payments are a part of this vivid eco-system and have to adapt to new regions, new forms of 

usage and new channels. 

One of the ways payments do this is that they adapt to the global shopping patterns of their 

users. We see merchants, often through their service providers, welcoming a more and more 

international clientele and their payment methods. 

As payment methods follow their users, they also cross the barrier between online and offline. 

This distinction is becoming less clear as traditional retailers move online to leverage on their 

brands and online merchants are expanding into the brick-and-mortar world. Payments are 

ǇŀǊǘ ƻŦ ǘƘƛǎ ŘŜǾŜƭƻǇƳŜƴǘ ŀƴŘ ŀǊŜ ŀƭǎƻ ŎǊƻǎǎƛƴƎ ŎƘŀƴƴŜƭǎΦ ²Ŝ ǎŜŜ ǘƘŜ ŦƛǊǎǘ ΨƻƴƭƛƴŜ ǇŀȅƳŜƴǘǎΩ 

appear at the counter of a hardware store. Mobile devices bring the internet literally 

everywhere and bring online payments along with them. 

It is getting crowded at the check-out counter. The traditional cash register as we know it from 

the local grocery store is increasingly the focus of innovation. We see two driving forces for 

this development: the (mobile) internet, providing a versatile infrastructure for all kinds of 

services surrounding the payment and the additional revenue these services might bring as 

payments themselves are becoming commoditised. 

Loyalty schemes are the kind of service we see appearing together with the payment, as well 

ŀǎ ǊŜŘŜŜƳƛƴƎ ŎƻǳǇƻƴǎ ŀǎ ŀƴ ΨŀƭǘŜǊƴŀǘƛǾŜ ŎǳǊǊŜƴŎȅΦ ¢ƘŜǎŜ ǎŜǊǾƛŎŜǎ ƳŀƪŜ ǘƘŜ ǇŀȅƳŜƴǘ ǇǊƻŎŜǎǎ 

more complex, what might jeopardise conversion. Payments that offer these services and at 

the same time keep the user experience smooth and fast, offer added value. 

[ŀǎǘ ȅŜŀǊΣ LƴƴƻǇŀȅ ƛŘŜƴǘƛŦƛŜŘ ΨŦǊŀƎƳŜƴǘŀǘƛƻƴ ƻŦ ŦǳƴŎǘƛƻƴŀƭƛǘȅΩΥ ǎƻ ŎŀƭƭŜŘ ΨŀǇǇǎΩ ƘŜƭǇ ǳǎ ǳǎŜǊǎ 

with all kinds of dedicated tasks. In 2012, this trend continues. The fragmentation and limited 

ability of apps to communicate among them, has led to another trend. Platforms of services 

take the role of integrating the user experience of all these different apps. In terms of 

payments, they offer their preferred payment method to function in all apps on their platform. 

For merchants, this leads to a complex ecosystem and a demand for dedicated service 

providers to guide them. 

In 2011, Innopay pointed out the enormous growth in the market for virtual goods and the 

specific requirements they pose for payments. This trend shows no signs of slowing down and 

we there is still room for payment methods that seize the full opportunity of virtual goods. 

In 2012, all global players in the online payments landscape choose their strategy to maintain 

or expand their position. 
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Of the internet ǇƭŀȅŜǊǎΣ tŀȅtŀƭΩǎ Ƴƻǎǘ ǎƛƎƴƛŦƛŎŀƴǘ ǎǘŜǇ ǿŀǎ ǘƘŜƛǊ ŜƴǘǊŀƴŎŜ ƛƴǘƻ ǘƘŜ ǇƘȅǎƛŎŀƭ 

ǿƻǊƭŘ ǿƛǘƘ ŀ Ǉƛƭƻǘ ƛƴ IƻƳŜ 5ŜǇƻǘΩǎ ƘŀǊŘǿŀǊŜ ǎǘƻǊŜΦ /ǳǎǘƻƳŜǊǎ Ŏŀƴ ŎƘƻƻǎŜ ǘƻ Ǉŀȅ ǘƘǊƻǳƎƘ 

their PayPal account using the same credentials they use online. 

Google launched Google Wallet, a wallet that can be used online as well as at the point of sale 

through a certain kind of mobile phones. 

Card networks, the biggest providers of online payments in terms of transactions, show activity 

in different directions. VISA for instance launched V.me, a cross channel digital wallet. 

American Express strengthened its loyalty proposition in collaboration with Twitter and started 

an online payment platform called Serve. Cards networks pursue a mix of strategic 

partnerships, acquisitions and development projects to maintain their dominant position in the 

online payments market. 

Banks are the third category of payment service providers we cover in this report. Last year, 

we expected ōŀƴƪǎ ǘƻ ōŜŎƻƳŜ ƳƻǊŜ ŀŎǘƛǾŜ ƛƴ ǘƘŜ ƻƴƭƛƴŜ ǇŀȅƳŜƴǘ ǎǇŀŎŜΦ IƻǿŜǾŜǊΣ ƛƴ ǘƘŜ ŎǊƛǎƛǎΩ 

aftermath, attention is drawn to other parts of the business and developments are not as 

strong as we expected. 

We do still believe that banks have a crucial role to play in online payments, especially in those 

regions, where retail banking is solidly grounded. Initiatives to gain reach with online banking 

enabled payments exist in several regions, one more successful as others. In Europe, part of 

the banking sector works together in MyBank, a pan-European OBeP-system. It remains to 

been seen whether MyBank is able to gain market share quickly enough to earn a place in the 

European E-commerce landscape. 

In the regional sections of the report, all continents are covered. 

With hardly any internet penetration, the African e-commerce market is still in its infancy. 

Payments are predominantly cash, with mobile payments being popular in certain regions. 

Taking advantage of the lack of an efficient non-cash payment system, mobile payments by 

SMS are a typically African phenomenon. 

Impressive numbers characterise the Asian e-commerce landscape. Both volumes and growth 

rates are impressive. The diversity in market maturity, culture and language, make for a 

fragmented regional market. China draws attention to itself with huge local players hardly 

seen outside the region. AliPay, claiming over 500 million registered users is the local 

champion with a market share close to 50%. 

We see a trend of US and European businesses looking for partners in Asia: it has proved hard 

for non-local parties to be successful in the immense Asian market. 

The European region can be divided in three: mature market in the north-west, rapidly 

developing markets in East and Central Europe and a group of markets that is in between, 

experiencing moderate growth. Market integration efforts supported by European 



  Online payments 2012 - Management summary   

  11   

policymakers are slowly shaping the e-commerce landscape. In the meantime merchants are 

demanding attention for their most pressing issues. 

Latin America is experiencing a period of unprecedented growth and optimism. We see a 

strong start-up culture in the e-commerce sector the growth of this sector leads to a strong 

demand for suitable payment methods.  

Latin America might be the first region where mobile internet eclipses fixed connections. This 

makes for interesting contexts that merchants should be aware of. Possible barriers for the 

development of the market are stringent regulations that seem not to match with e-

commerce. 

North America, namely the US, undeniably sets the scene for e-commerce and online 

ǇŀȅƳŜƴǘǎΦ 9ǾŜƴ ǘƘƻǳƎƘ ƛǘ ǿƛƭƭ ƴƻ ƭƻƴƎŜǊ ōŜ ǘƘŜ ƭŀǊƎŜǎǘ ƳŀǊƪŜǘ ōȅ ǾƻƭǳƳŜΣ ƛǘΩǎ ǎǘƛƭƭ ǘƘŜ ¦{ ǘƘŀǘ 

most new services are being piloted and introduced. This does not mean that all US-consumers 

are frontrunners. The largest part of US-consumers pays with credit card and this share is even 

to grow a little more. 

The Middle East is an increasingly important market for e-commerce and online payments. 

Therefore it is covered in a separate chapter in the 2012 edition of this report. A rapidly 

growing middle class is discovering the convenience of the e-channel. A lack of suitable 

payment methods in this cash based region, is one of the strongest inhibitors for the e-

ŎƻƳƳŜǊŎŜ ƳŀǊƪŜǘΦ ¢ƘŜǊŜΩǎ ǎǘƛƭƭ ŀ ƭƻǘ ǘƻ ōŜ ƎŀƛƴŜŘ Ƙere for providers of e-commerce payments. 
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1 Dƭƻōŀƭ ǘǊŜƴŘǎ ŀƴŘ ŘŜǾŜƭƻǇƳŜƴǘǎ 

E-commerce, and with it, online payments, have seen another exciting year of rapid growth in 

2011 and 2012. In last yearΩs edition of InnopayΩs Online payments 2011 report, we reported 

the emergence of continents on the web and we extensively described the battle of the 

Ψinternet giantsΩ. This year the arena for online payments expanded in the direction of 

traditional in-store retail. These and other developments will be extensively addressed in the 

following paragraphs. 

Globally, the development of online payments is driven by country specific economic, 

technological and social factors. There are significant variations in the use of online payment 

methods across regions, with transactions ranging from small values to substantial sums, 

initiated via a range of payment instruments and driven by different business models. The 

differences per region will be illustrated in the chapters of the second section of the report. 

1.1 The online payments market is still growingΧ 

In 2011, consumers in both developed and developing countries have again manifested an 

increased willingness to manage more aspects of their lives via the internet. This could mean 

anything from overseeing the state of their bank accounts online to actively carrying out 

internet-based financial transactions, from seeking investment advice to meeting potential 

new friends and even new love interests. The internet is quickly becoming the first stop for 

people making a decision about buying a service or product. The number of internet users 

worldwide reached the two billion mark in 20111, with almost half of them (45%) living in Asia. 

China is the global leader with nearly 485 million of internet users. About half of all people 

online are younger than 25. 

Throughout 2011, in most markets, online spending has proved quite resilient, with significant 

growth in e-commerce revenues. Online retailers not only survived the recession but thrived in 

the midst of it. E-commerce revenue reached USD 680 billion worldwide in 2011, up 18.9% 

year-over-year2, with online retail commerce in the US alone jumping by 13.2% to USD 187 

billion. 

                                                           
1
 UN's telecommunications agency ς ΨNumber of internet users worldwide reaches two billionΩ, 2011 

2
ΨJ.P. Morgan: Global e-commerce Revenue to grow by 19% in 2011 to $680BΩΣ TechCrunch Newsroom , 2011 
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Figure 1: Internet users worldwide. Source: Internet World Stats, 2011 

 

In such a context, projections for e-commerce remain positive for the years to come: global e-

commerce revenues are expected to hit USD 963 billion by 2013. China is expected to overtake 

the US as the world's largest e-commerce market by 20153, with transactions valued at USD 

314 billion. Western countries have discovered the power of e-commerce for over a decade, 

but China has adopted this trend quickly. By 2015, the number of Chinese online shoppers is 

expected to jump from 145 million today to 329 million4. 

1.2 Payment methods follow buyersΩ shopping patterns 

In their effort to gain volume, providers of payment methods are increasingly acting on a 

global scale. This is to say, they follow their usersΩ ōǳȅƛƴƎ ǇŀǘǘŜǊƴǎ. From the consumer 

perspective, payment methods gain reach because merchants (often through their payment 

service providers, PSPs) (are able to) accept more and more payment methods. 

The development we see is that at the issuing side of the online payment landscape, 

consumers stay close to the brands they know. The acquiring side is more than willing to adjust 

to service a globalizing market. This means that European merchants (through their PSP) are 

happy to accommodate an Indian customer with a niche payment method that is hardly used 

outside India, if this means increased revenueΦ ¢ƘŜ Ƴŀƛƴ ƳƻǾŜƳŜƴǘ ƛǎ ōŜǘǿŜŜƴ ΨǘƘŜ ²ŜǎǘΩ, 

United States and Europe and the fiercely growing markets in the East. 

This development has two implications. The first is for merchants. For merchants that want to 

operate on a more than local scale, a service provider that unlocks payment methods from all 

over the world is indispensable. The other implication is that for providers of payment 

methods, it will become harder to grow in number of consumers (on the issuing side), because 
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 ¢ƘŜ .ƻǎǘƻƴ /ƻƴǎǳƭǘƛƴƎ DǊƻǳǇΣ ¢ƘŜ ²ƻǊƭŘΩǎ bŜȄǘ 9-Commerce Superpower, 2011 

4
 Idem 
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consumers experience that a limited number of payment methods provide the reach they are 

looking for. To convince a consumer to take up a new payment method, will take added 

functionality. As a consequence, industry players wanting to expand are eyeing brand names 

from other regions. 

1.3 In-store checkout increasingly the focus of innovation 

Until recently, payments and payment methods were closely tied to channels or contexts. 

Point of Sale (POS), online and mobile contexts all had their own characteristics. Now the 

infrastructural characteristics of these channels are converging as the (mobile) internet is 

becoming the infrastructure for every payment context. The world is becoming more and more 

ΨŜΩ. So the merger of online and offline is basically the disappearing of the first and the latter 

taking over. In a few ȅŜŀǊǎΩ ǘƛƳŜ, we will not be writing about e-payments or online payments 

because it will no longer be a meaningful category. We do still recognize channels and contexts 

and online payments will diversify to cater for all these channels and contexts. 

We see traditional businesses moving into e-commerce, online payment methods developing 

offerings in brick-and-mortar contexts and finally, we see mobile devices taking the internet 

literally everywhere. 

Traditional retailers becoming multi- or omni-channel 

A growing number of successful traditional retailers are offering their products online. Some of 

these retailers are evolving from one-dimensional product offering towards a broader 

experience. This strategy entails moving business online and making online payment methods 

available for customers. Others are mainly interested to leverage on their brand. Typically, 

merchants are sourcing their POS acquiring from their bank. Online payments are more often 

than not, sourced from a dedicated Payment Service Provider or gateway. 2011 brought us 

offerings from service providers that combined the traditional acquiring services and the 

gateway role as we know it from online. Combining the two can bring advantages in cash 

management for merchants that serve different channels and regions. 

Another way traditional brick-and-mortar retailers are trying to win back business is by offering 

the opportunity of ordering online and collecting the goods. The payment can be made in the 

store. 

In 2012, we expect this to be the model Dutch online champion Bol.com will add to their 

offering, after their acquisition by leading supermarket group Ahold. Undoubtedly, consumers 

will be given the option to order online with Bol.com and collect their goods in the local 

supermarket. The combination of Bol.com and Ahold will be able to service a clientele that is 

still uncomfortable paying online and leverage on the existing logistics network of Ahold. 
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Providers of online payments targeting traditional retailers 

The movement in the other direction is maybe even more significant: payment service 

providers that offer online payments are looking to the offline market to expand. We see 

payment methods that were originally offered online are now being offered in offline contexts 

as well, as the PoS terminal functions basically as internet-enabled device. 

This move not only secures growth potential for years to come, but also increases the 

relevance of these payment methods as they become part of consumersΩ day-to-day routine. 

PayPalΩs POS in-store pilot serves as the best example to illustrate such a convergence. The 

company is trying to maintain its expansion by challenging traditional payment systems by 

developing a so-called mobile wallet, which could be stored on a consumerΩs smartphone or a 

special PayPal card, letting shoppers pay for items at checkout. Following the Home Depot 

project5, PayPal has revealed plans to extend its initial pilot program by expanding into all of 

the hardware supplierΩs 2,000 US stores. It is expected that the service will be made available 

at about 20 different retail chains by the end of 2012. 

We see interesting differences between PayPal and Google in their mutual endeavour towards 

the offline world. Google is lining up the whole existing value chain where PayPal is setting up 

an alternative chain. The search engine, together with MasterCard, global financial services 

provider Citi, US electronic commerce and payment processing company First Data and US 

provider of wireless and wire line communication services Sprint announced in May 2011 that 

they had teamed up to launch Google Wallet. 

Launched in September 2011, Google Wallet features Near Field Communication (NFC) 

technology, enabling consumers to make payments by tapping their phone on a PayPass-

enabled terminal at checkout. The wallet requires an app-specific PIN and in the first release, 

all payment card credentials are set to be encrypted and stored on a chip. 

ΨaƻōƛƭŜΩ brings online (payments) everywhere 

The third development behind the converging of online and offline contexts is that of mobile 

devices taking the internet everywhere. On their way, they are taking payments along. Within 

the past years, the distinction between online and mobile payments has become less clear. 

This is mainly driven by an increase of mobile and internet based social networks, virtual goods 

and games, the popularity of mobile applications and a considerable number of unbanked 

customers (i.e. those too young to have credit cards or a bank account but with access to a 

mobile phone). 
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Mobile online payments are payments via the mobile browser or via an app on the mobile 

phone. Two use cases of mobile online payments can be distinguished, that both are executed 

in the B2C environment: m-commerce and digital goods. 

The first use case is that of online shopping for goods or services on the mobile phone, called 

m-commerce. Online business models are incorporated into mobile devices in order to 

maximize revenue opportunities. Mobile devices are thereby becoming an ecosystem for m-

commerce, allowing developers to build their own m-commerce applications on the mobile 

device. 

The second use case is that of purchasing digital goods on the mobile phone through mobile 

platforms. Often ignored in the field of mobile payments, buying apps, games and music is the 

fastest growing area in mobile payments. Depending on the platform, mobile payments are 

typically done by either having stored card payment details linked to the user account on the 

mobile phone, or prepaid cards credited to the user account. 

1.4 Ψ/ƘŜŎƪ-outΩ ƛǎ ōŜŎƻƳƛƴƎ ƳƻǊŜ ŎƻƳǇƭŜȄΧ 

Now that the online payments have penetrated new contexts, what will it take for them to be 

successful there? Online payments will have to compete outside the boundaries of their 

traditional 'habitat' (as we showed in paragraph 0) so they have to bring something extra. 

Existing providers of payment services are trying to increase their market share either by 

introducing new business models (crossing the border from online to offline or vice-versa), 

tapping into new markets geographically or by expanding their services around payments in 

order to boost revenue. In this paragraph we will investigate what new functions are added to 

the payment. And why. 

Functionality around payments has traditionally been quite limited, especially at the POS due 

to the fact that it was heavily regulated. Now that the internet is one common infrastructure, 

this will change and functionality can be added to this payment. Adding functionality to the 

checkout is daring, because it might affect conversion or speed. Nevertheless it is what we see 

happening as it may provide the business case that providers of payment services are 

struggling with, as the payment itself is becoming a commodity. The challenge for value added 

services around the payment is to balance their functionality (and revenue) with conversion. 

Loyalty schemes and marketing purposes have become the reason why new players want to 

offer payment services in the first place, as they offer interesting opportunities to add value. A 

few examples will illustrate these opportunities. 
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Payment and loyalty are packaged 

Loyalty and reward schemes aimed at customer retention are a strong marketing instrument 

that is being enveloped with the payment. The check-out, in both the e-commerce and 

traditional retail context, is a logical moment to apply loyalty instruments as it is a moment 

where the customer makes himself known. 

When it comes to big players combining payments with loyalty, the US sets the tone. In May 

2011, American Express and online discounting services provider LevelUp launched a multi-city 

pilot in the US with the LeviΩs brand, under a newly-ŘŜǾŜƭƻǇŜŘ ΨŎƻǳǇƻƴƭŜǎǎΩ loyalty offer 

model. Under the deal, American ExpressΩ Smart Offer APIs enable cardholders to redeem 

LevelUp deals by enrolling and using their cards, thus removing the need for punch-cards and 

coupons at the point of sale. When a cardholder uses his or her enrolled card at a merchant, 

the corresponding LevelUp savings are automatically delivered via a statement credit to the 

card account. 

In March 2012, American Express presented a new loyalty scheme during the SXSW-festival. 

Customers now also receive credit when tweeting special offers. This feature adds a social 

component to the scheme where people can share the offers they receive6. 

In early 2011, American Express acquired Loyalty Partner, a marketing services company that 

offers loyalty programs in various countries such as Germany, Poland and India, in a bid to 

build and diversify its fee service revenues and expand its international presence. 

Coupons and points ŀǎ ΨŀƭǘŜǊƴŀǘƛǾŜ currencyΩ 

Coupons are another marketing instrument that is in the centre of attention among retailers. 

Coupons are points that can be traded for rebates and are typically applied in the check-out. 

¢ƘŜ ǎŀƳŜ ƎƻŜǎ ŦƻǊ ΨǇƻƛƴǘǎΩΦ .ƻǘƘ Ŏŀƴ ōŜ ǊŜƎŀǊŘŜŘ ŀǎ ŀƴ ΨŀƭǘŜǊƴŀǘƛǾŜ currencyΩ as it comes 

instead of money, but can only be redeemed under certain circumstances. 

This does put extra requirements on the check-out and makes handling more complex. 

Payment services that can facilitate all this complexity, and make sure the customer is 

experiencing a smooth check-out process can add value as they maintain conversion. 

On the side of the merchant, there is also demand for services that enable the use of these 

strong marketing tools and at the same time take away all the complexity that comes with 

their handling. 
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1.5 Χōǳǘ ŀǘ ǘƘŜ ǎŀƳŜ ǘƛƳŜΣ ŦǳƴŎǘƛƻƴŀƭƛǘȅ ƛǎ ŘŜŎƻƳǇƻǎƛƴƎ 

As we noted in the previous chapter, there is a demand for increasingly rich services 

surrounding the payment. At the same time, while on the web services are integrating, the 

ΨŀǇǇ ǇŀǊŀŘƛƎƳΩ as we identified in last yearΩs report, is moving towards a collection of small 

applications focusing on a single function. This contrast is a topic of great interest, as future 

developments in this area will impact payments. 

LƴǘŜƎǊŀǘŜŘ ǳǎŜǊ ŜȄǇŜǊƛŜƴŎŜǎΥ ǘƘŜ ΨǿŀƭƭŜŘ ƎŀǊŘŜƴǎΩ of today 

We can see the internet as the equivalent of the ancient supercontinent Pangaea: connecting 

the world, everyone together on one cyber-continent where we can connect and meet with 

anyone, from anywhere. PCs, but also mobile devices, TVs and POS devices are being 

connected. 

 

Figure 2: 'The web is breaking up into cyber-continents'. Source: Innopay 

 

In an analogy with Pangaea breaking up into continents, the web is also breaking up into 

ΨŎȅōŜǊ-continentsΩ. Walled gardens, controlled by their respective platform owners. We can 

recognize these walled gardens from the early days of the internet7. Like in those days, their 

function is to create an easy, secure and seamless user experience. But today, they also bring 

their own business model. They are an answer to the increased complexity from the last 

paragraph: they enable a rich interface and value added services, without disturbing 

conversion. 

Because these owners of the platforms have control over what is being traded on their 

ΨŎƻƴǘƛƴŜƴǘΩ, we see a fierce battle between the platform owners to get users on their 

continent. Once a consumer is on board, it is likely for him to stay. Within one platform, 

ŦǳƴŎǘƛƻƴŀƭƛǘȅ ƛǎ ŘƛǾƛŘŜŘ ƻǾŜǊ ŀ ƭŀǊƎŜ ƴǳƳōŜǊ ƻŦ ΨŀǇǇǎΩ. 
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As we reported in last yearΩǎ ŜŘƛǘƛƻƴΣ ǘƘŜ ΨŀǇǇ ŜǊŀΩ brought us separate apps that take care of 

separate functionalities. We saw these functionalities decomposing, as smartphonesΩ smaller 

screens quickly became the worldΩs favourite way of accessing internet services. Because of 

the smaller screen size and the different interaction methods though, mobile apps had to 

reinvent the way we access and use those functionalities. 

The main result of this trend is the proliferation of apps that take care of one particular 

function, but that do not communicate with each other. They are not like the web - they are 

not hyperlinked creations that allow you to move seamlessly from one operation to another - 

perhaps not yet. 

The development that we expect is the appearance of apps that aggregate functionality to 

keep things simple for the user. 

Relevance for the payments landscape 

We see that on the cyber-continents mentioned in the previous paragraph, the platform-

owners are promoting their preferred payment methods and sometimes force them onto their 

ΨǊŜǎƛŘŜƴǘǎΩ and businesses8Φ Lƴ ǎƻƳŜ ŎŀǎŜǎΣ ǿŜ ŜǾŜƴ ǎŜŜ ΨŎŜƴǘǊŀƭ ōŀƴƪǎΩ with their own 

currency9. 

A similar trend we see is platforms entering into parts of the internet that are not directly 

related, but use credentials from the platform. An example of this is Facebook, as it is 

becoming an important player for online information repository: many websites now allow 

users to log in using their Facebook credentials, and in some cases they also allow users to pay 

online through Facebook stored information (Facebook Credits, credit cards on file). An 

example is Delta AirlineΩs online booking application, relying on FacebookΩs platform to provide 

certain personal data. Google has waded into the world of online publishing by launching its 

online charging service for newspapers and magazines. With Google One Pass, users can 

register by using a single sign-on with an e-mail account and a password that works on all 

devices and then pay for content on any other site signed up to the Google service on the web 

or on mobile apps. The Google online payments service will attempt to attract publishers who 

are keen to establish new digital charging strategies as print revenues decline. 

Combined with the app paradigm, consumers are confronted with a multitude of apps within 

one platform. For payment functionality, the apps mostly rely on the preferred payment 

methods for the platform. 
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On the merchant side, there will be a demand to handle the different functions and platforms. 

For a typical merchant, keeping track of all new developments in payments, loyalty and related 

services will be a real challenge. This offers opportunities for specialised service providers. 

1.6 Virtual goods: no sign of slowing down 

One last trend we would like to highlight for the coming year is actually a continuation of what 

we saw in 2011 for virtual goods. Over the next years, virtual goods will maintain their growth, 

driven by the booming of mobile devices and mobile internet usage. Whether it is games, apps 

ƻǊ ΨŎƻƴǘŜƴǘΩ, the need for quick and easy-to-use payments for these kinds of goods persists. A 

single winning solution for micro payments still has not emerged so providers keep trying. 

Virtual goods are becoming main ǎǘǊŜŀƳΧ 

Virtual goods, seen as an effective way to monetize online games, have been driving revenues 

in Asia and Europe for years. They include items that people buy on popular Facebook games, 

as well mobile games and virtual worlds. We will see that virtual goods are an inseparable part 

ƻŦ ǘƘŜ ΨƻƴƭƛƴŜ ŎǳƭǘǳǊŜΩ in certain Asian regions (chapter Asia Pacific). 

Virtual goods started to catch on with US gamers who pay for virtual goods to improve their 

performances in online games. While social games on Facebook are relatively new to this area, 

they started to generate a large share of revenue. The growing popularity and sales of in-game 

items, such as avatar customization and virtual gifts, is expected to make the US market reach 

USD 3 billion in 201210. 

According to research, consumers are spending more money on virtual goods11 and the 

importance of the iPhone as a medium for online purchases has increased. iPhone owners 

make up the highest concentration of consumers purchasing virtual goods with 44% of them 

buying apps, games and more, as compared to 28% registered during the previous year. Virtual 

world users came second, with 41% of regular visitors having bought a virtual item. 33% of 

handheld gamers and 32% of mobile gamers claimed they spent money on virtual goods. 2011 

added tablets to these statistics12. 

In terms of payment options, credit cards and PayPal are the top preferences, with 51% of 

buyers saying they used these methods. Notably, 16% of virtual goods buyers have used 

Facebook Credits for payment, showing the great rise in popularity of this rather new payment 

method. 
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Figure 3: PlaySpan survey of virtual goods trends, 2012. Source: Frank N. Magid Associates 

Χ ŀƴŘ ǇƻǎŜ ǊŜǉǳƛǊŜƳŜƴǘǎ ƻƴ ǇŀȅƳŜƴǘǎ 

As consumers are becoming more comfortable paying for virtual goods in games, virtual 

worlds and social networks, there is also a huge opportunity for developers to capitalize 

outside of these environments. This might be the rationale behind Google entering the online 

publishing space as the launched an online charging service for newspapers and magazines 

early 2011, just a day after Apple unveiled a similar online payment offering for publishers. 

With Google One Pass, users can register by using a single sign-on with an e-mail account and a 

password that works on all devices and then pay for content on any other site signed up to the 

Google service on the web or on mobile apps. The Google online payments service will attempt 

to attract publishers who are keen to establish new digital charging strategies as print 

revenues decline. 

Virtual goods offer a real challenge for payments because the business model, the risk and the 

user experience are totally different from what we are used to in the physical world. But a 

market that is growing to be USD 5 billion in 201613 is to be taken seriously and will rightly 

have the attention of the payments industry. 

Different checkout requirements 

Virtual goods show peculiarities that require different checkout methods: 

Ĭ Low prices require different fees structure 

Ĭ Need to pay with alternatives to credit card payments 

Ĭ Delivery process that requires a different approach than physical goods 

 

These peculiarities require PSPs to provide merchants with different checkout capabilities to 

handle the different experience. The first challenge that became clear over the past years is 
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about payment processing pricing. As per micro-transactions, a pricing model with a base fixed 

fee would result in a too high cost for merchants. For this reason, many startups in the area of 

micro-transactions sprung to tackle the problem and provide with a variable fee only pricing 

scheme. Examples of these startups include the successful case of Zong (now acquired by 

PayPal). 

Some of those startups also started providing alternative payment methods rather than credit 

card based transactions. In the case of Zong, clients are allowed to pay for virtual goods 

through mobile billing. This is ever more important in a sector where large part of the 

demographic does not own a credit card or even a bank account: most of the social games 

attract a young audience of teenagers, who are usually too young to have a bank account, but 

already have access to a mobile phone. 

PSPs active in the virtual goods sector also started offering delivery capabilities to their 

offering. As virtual goods require a different approach than physical goods for delivering and 

users expect to receive the goods immediately after the payment, PSPs started including this 

functionality in their online checkout system. Examples in this area include PayLoadz, which 

enables direct downloads as delivery services. 

The market for virtual goods payments is maturing 

Overall, social developers have become savvier about how to make money from virtual goods, 

even as traffic to many games has flattened or fallen. Mobile has also been coming into its own 

in the last 18 months, with mobile virtual goods in the US making USD 350 million this year, 

and will grow to USD 500 million next year. Big players such as Google and big gaming 

companies like EA sports started investing or acquiring up and coming players in the industry; 

while at the same time credit card companies are now merging with virtual goods payment 

service providers. All these recent trends show how the market is rapidly evolving and entering 

a more mature phase.
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2 !ƭƭ Ǝƭƻōŀƭ ǇƭŀȅŜǊǎ ƘŀǾŜ ǘƘŜƛǊ ǎǘǊƻƴƎ Ǉƻƛƴǘǎ 

In this section we present a general overview of the main players' activity throughout 2011. As 

these businesses typically operate on a global scale, some of their activity is reflected in the 

regional chapters of part 2. 

2.1 Internet ƎƛŀƴǘǎΥ ΨAlternatives setting the standardΩ 

In the category of non-traditional payment systems, PayPal and Amazon are todayΩs global 

giants in the online payments space, with other names, including Google, trying to grasp 

market share and Chinese champion Alipay not to be underestimated. 

PayPal (claiming 230 million users as of 201114) remains a prominent example of the success of 

non-traditional payment systems which has managed to gain both revenue and market 

presence from financial institutions. While 2010 was a landmark year for PayPal in Asia Pacific, 

2011 was a challenging year in this region. At the same time in the US, PayPal announced their 

first major step into the brick-and-mortar world (see chapter 7.5). 

As an example of the trend we have discussed in paragraph 0, PayPal has revealed plans to 

enter the discount coupon market and compete with the established players. The new service 

is expected to be launched across the US by April 2012 - about the time for this report to be 

published. eBayΩs unit plans to start offering coupons tailored to its 103 million membersΩ 

buying habits and mobile phone locations. The company will make its first foray into mobile 

deals by joining forces with 200 US merchants. By moving into deals, PayPal revenue can reach 

USD 7 billion by 2013, as compared to USD 3.4 billion in 201015. 

The world has been following with interest the battle between Google and Visa, which have 

both stepped up their offers on digital wallets (named Google Wallet and V.me respectively). 

The game for the emerging mobile payments market took off in May 2011 when Google 

launched its eWallet application for smartphones, initially in partnership with MasterCard. Visa 

followed with the release of V.me, described in more detail in paragraph 2.2. 

The much anticipated Google Wallet is based on NFC-technology (Near Field Communication), 

enabling consumers to make payments by tapping their phone on a PayPass-enabled terminal 

at checkout. The wallet requires an app-specific PIN and in the first release, all payment card 

credentials are set to be encrypted and stored on a chip. 

In early 2012, Google announced the merger of Google Checkout with Google Wallet. 

Following the transition, users of Google Checkout are able to make purchases via Google 

Wallet tapping their phone on a PayPass-enabled terminal at checkout. The wallet enables 

consumers to pay with a Citi MasterCard credit card and a Google Prepaid Card, which can be 
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funded from existing plastic credit cards. Google Wallet requires users to set up a Google 

Wallet PIN that must be entered on the smartphone before making a purchase to prevent 

unauthorized access and payments. 

The move does not come as a surprise, given the fact that Google Checkout never came close 

to meet market expectations as a ΨPayPal killerΩ and instead becoming a payment system 

primarily for Google sites, the company has not given up on the online payments market. 

GoogleΩs long expected shot at taking on Facebook in the social networking space has arrived 

in the form of the Google+ tool, officially launched in June 2011, which offers many of the 

capabilities available on Twitter and on Facebook. According to company representatives, 

GoogleΩs social network boasts a user base of nearly 100 million users, scepticism regarding 

the actual popularity of this service remains high. 

For Amazon, 2011 was not marked by a very intense activity. The company focused primarily 

on geographical expansion by moving into Germany and the UK. In February 2012, Amazon 

entered the Indian market by rolling out its shopping website junglee.com, as part of a major 

boost to the country's fast-growing e-commerce market. The online retailer will thus compete 

with Flipkart, India's biggest online bookseller, which was founded by two former Amazon 

employees in 2007. 

In February 2012, only months after first announcements, the company officially removed its 

3-year-old PayPhrase e-commerce program, which had been developed to allow shoppers to 

insert a personal phrase and then a four-digit PIN number to verify shipping and payment 

information. No clear reason was given for the move, but most likely the payment option just 

did not appeal to customers. 

Together, the global non-bank providers of payment services tightened their grip on the online 

payments market and even expanded outside their original habitat. In the light of the trends 

we highlighted in the first chapters ƻŦ ǘƘƛǎ ǊŜǇƻǊǘΣ ǎǘǊƻƴƎ Ǉƻƛƴǘǎ ƻŦ ǘƘŜ ǇǊƻǾƛŘŜǊǎ ƻŦ ΨŀƭǘŜǊƴŀǘƛǾŜ 

paymentsΩ are their technical capabilities and their capacity to offer a smooth user experience. 

This is especially helpful in the market for virtual goods, where they are leading. 

2.2 Cards netwoǊƪǎΥ ΨLet a hundred flowers blossomΩ 

The current global payment card network industry is dominated by only a few players. Among 

them, Visa and MasterCard enjoy a dominant market share. However, an ascending trend 

towards domestic processing of payment transactions has been spotted in many countries. 

Since the launch of UnionPay cards in China, many other countries are also considering 

following such footsteps by introducing similar networks in their countries. For example, NPCI, 

an organisation set up by India's central bank to manage the domestic debit card network 

RuPay, is in talks with local banks to roll out the countryΩs first debit cards on the RuPay 

network. RuPay, a PIN debit network, is to provide a local alternative to international card 

networks, including Visa and MasterCard. 
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Credit card networks adopt various strategies to ensure that their role in the online payments 

world remains dominant. MasterCard, Visa, American Express and Discover have ramped up 

efforts to challenge payment provider PayPal via a series of e-commerce offerings, 

partnerships and acquisitions.  

Visa acquired Cybersource to expand online fraud management capabilities and also to 

increase the online use of its credit, debit and prepaid cards. The acquisition was completed in 

May 2011, for USD 2 billion. 

Visa has launched a few initiatives of its own in the eςcommerce field, including Rightcliq, an 

online shopping tool designed to provide consumers with a number of tools that aim to 

facilitate online shopping. The service has been marketed as a social e-commerce service. The 

tool lets customers involve friends and relatives in their purchasing decisions via email or 

Facebook, which makes shopping on the web more socially interactive. 

Visa also announced V.me, a cross-channel digital wallet together with a range of customised 

mobile payment services. VisaΩs digital wallet is set to enable consumers to make purchases 

online or via their phones instead of traditional cards. VisaΩs digital wallet V.me stores Visa and 

non-Visa payment accounts, supports NFC payments through the company's PayWave 

application and provides a range of transaction services including e-commerce, mobile 

commerce, micropayments, social networks and P2P payments. 

MasterCard is believed to be investing USD 20 million in the creation of its own Russian 

processing centre as authorities are regulating domestic card payment processing. The 

legislation is part of a set of amendments in connection to RussiaΩs planned switch to a 

national payment and universal electronic card system in 2012. 

American Express is also determined to stay in the race. The company wants to gain a bigger 

foothold in online payments and has already revealed plans to invest USD 100 million to fund 

early stage digital commerce start-ups. American Express will invest in those companies 

focused on serving critical parts of the digital commerce experience, including loyalty and 

rewards, mobile and online payment management, fee-based services, security and fraud 

detection and data analysis. 

Chapter 2.2 of this report mentioned an example of AmexΩ steps into loyalty. Furthermore, 

American Express has launched ǘƘŜ ŘƛƎƛǘŀƭ ǇŀȅƳŜƴǘ ŀƴŘ ŎƻƳƳŜǊŎŜ ǇƭŀǘŦƻǊƳ Ψ{ŜǊǾŜΩ and also 

entered a payment agreement with Foursquare, a social network website, Zynga, a US social 

network game developer and Facebook. In addition, the company revealed plans to join forces 

with ISIS, a mobile payment joint venture between US telecommunication companies Verizon, 

AT&T and T-Mobile US. Mid-June saw American Express acquire US-based virtual currency 

platform and in-game payments provider Sometrics for USD 30 million. Sometrics will be used 

to bolster Serve. 



  Online payments 2012 - All global players have their strong points   

  27   

It is clear that all card brands are pursuing a mix of strategic partnerships, acquisitions and 

development projects to preserve their dominant position in the (online) payment landscape. 

Central themes for the card brands are the move into loyalty (especially clear with Amex), 

mobile commerce (like both Visa and MasterCard are showing) and generally expanding their 

portfolio of online payment services (i.e. fraud prevention). 

2.3 Redefining the role of banks 

During the financial crisis, financial institutions dramatically reduced their exposure to the risks 

they had accumulated during previous phases of financial stability. In the aftermath of the 

global economic downturn, attention has focused on how to change bank regulation to 

prevent a repeat performance and on the crisisΩ impact on the economy. Therefore, last yearΩs 

observation that the banks are becoming more active on the payments front is not catching on 

as strongly as we anticipated. 

We do still believe that it will be crucial for banks to become more active in online payments 

(and not only because before long, the only payments will be online payments). Banks should 

think of ways to stay close to their customers and not be dis-intermediated so much that they 

become invisible. In developed markets, the user base of the traditional banks is still large 

enough to enable them to make the step, but they will have to get moving. 

In Europe, the banks behind the MyBank initiative have an opportunity to regain a position in 

the online payment landscape. MyBank is building on customer base and trust: two undeniable 

strong points of banks. The MyBank initiative is covered in more detail in chapter on Europe in 

section 2. 

In certain regions ΨhƴƭƛƴŜ .ŀƴƪƛƴƎ ŜƴŀōƭŜŘ tŀȅƳŜƴǘǎΩ (OBeP) have claimed a position. In the US 

and Europe, it is now or never for the banks. In regions such as Asia and Africa, banks have 

never had a dominant position in the payment industry, so it is unlikely that their role in online 

payments will be significant. On the other hand, although online banking in Asia does not 

present as high a level of penetration as markets in North America or Europe, the sector is 

increasing rapidly as more consumers respond to the convenience the online channels offer to 

conduct banking-related activities. 

Driven by the continuous growth of e-commerce and the increasing share of e-commerce in 

retail spending, banks should put more effort towards the online channel, to keep up with 

consumer demand for convenience and security. Many new players are aligning to take 

advantage of weaknesses in the traditional banking model. Banks do have a strong and trusted 

relation with their customer. Furthermore, banks have control over the account where 

ultimately, the funds are held. If banks find a way to build from these strong points, they might 

maintain their dominant position in the payments landscape also online. 
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3 !ŦǊƛŎŀΥ ǎǘƛƭƭ ŀ ŎŀǎƘ-ōŀǎŜŘ ǎƻŎƛŜǘȅ 

Despite extreme poverty and the lack of a uniform 

financial infrastructure, there are financial services that 

bloom in Africa: mobile financial services. Despite this 

notable success, the African society is still primarily cash-

based: people are accustomed to using cash for most of 

their transactions. The limited access to financial services 

in general and availability of electronic payments and the 

low level of credit card access are major barriers for the 

development of e-commerce. The lack of government 

policy on credit cards, the lack of credit card initiatives 

from the private sector, conservatism among banks and 

high risk for consumers are also major challenges which 

prevent the development of a reliable e-payment market. 

There are several initiatives to help overcome these challenges. For example, in South Africa, 

regulation is introduced16 to improve legal certainty, promote trust and confidence in the 

electronic landscape and encourage consumers to transact online. Such transactions are 

extremely difficult though in a region where computers are rare, alternative payment services 

such as PayPal operate under restrictions and the number of e-commerce portals that allow 

customers to buy online directly from the brand is low. 

E-commerce in the region has been slow to take off also due to fragmentation, both regionally 

(high concentrations of financial service providers in East and West Africa, but with significant 

gaps in Central and parts of Southern Africa) but also at a local level (a huge gap between the 

people that have access to financial services and those that do not). 

The slow uptake of payment methods for e-commerce has forced the industry players to 

integrate their systems to mobile phone operatorsΩ platforms to attract more customers. Thus, 

the mobile has come to be regarded as the channel that facilitates access to financial services 

and money transfer. 

3.1 Mobile: the only viable alternative for e-services 

Africa lacks a dedicated payment infrastructure, so innovative ways to use what they do have 

(phones) have pushed payment innovation forward. Thus, the mobile phone has grown to 

become somewhat of a lifeline for consumers with limited access to financial services. In such 
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a context, the development of (mostly rudimentary) mobile infrastructures has been swift 

albeit driven by bare necessity and lacking in sophistication. 

Mobile financial services have bloomed in Africa, more often than not leapfrogging traditional 

financial services models and becoming the only viable alternative to otherwise poor-quality 

financial service. Africa is now the worldΩs second largest mobile market by number of 

connections after Asia, as well as the worldΩs fastest growing mobile market17. 

The accessibility of electronic services has traditionally been associated with internet-based 

services on a PC platform. But in Africa, mobile is the only viable infrastructure for e-services, 

as fixed line or card infrastructure is just too expensive. 

The growth of mobile telephony in Africa, coupled with a high unbanked population, presents 

a unique platform for businesses. Mobile phones have an instant access to mobile based tools 

or an online transaction processing system that would allow those selling their goods online to 

do so with much convenience. Mobile payment aggregators, such as PesaPal (Kenya) are 

beginning to see success as their web options catch on with merchants. Other companies, like 

M-Order (also Kenya), are creating simplified mobile and web-based ordering systems for 

customers to order services and products. 

AfricaΩs mobile market is being described in very optimistic terms. Numbers by Pyramid 

Research18 reiterate the impressive growth: money flow through AfricaΩs mobile transfer 

services is expected to account for some USD 200 billion or 18% of the continent's GDP by 

2015. 

While related to online payments, moving funds via mobile phones represents a distinct field 

of digital money transfer. The Kenyan M-PESA is often cited as one of the most successful 

examples of mobile money. The success of mobile phone-based money transfer services in the 

region has inspired the development of online payment services by IT companies. Intrepid 

Data System, an online digital branding firm, is in a partnership with Safaricom and Airtel to 

allow online buyers of goods to use either M-PESA or Airtel money transfer services to pay for 

their goods through a new platform, iPay. iPay is a mobile money transaction processing 

system that incorporates the popular M-PESA and Zap modes of money transfer. They have 

packaged these two popular money transfer systems into an online transaction processing 

system to receive payments. 

Another example is MobiPay by Kenya Data Network (KDN), an internet payment gateway 

solution. The MobiPay platform is meant to offer both ΨproximityΩ and ΨremoteΩ payment 

services while at the same time bypassing the inherent risks associated with card usage in 

Africa. 
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AfricaΩs history with mobile money has its roots in a number of premises that have shaped its 

mobile ecosystem into its present-day form. One of them is AfricaΩs large unbanked or 

underbanked population. Almost 80% of Africa's adult population is unbanked and this portion 

represents a total of 326 million adults19. In this context, mobile network operators and 

payment service providers have started to pilot away, under the pretext of serving the 

un(der)banked. 

In their eagerness to hit the market, some pilots take shortcuts in security and can become 

instant successes, growing beyond their initial (pilot) design purpose. 

Regulators are not always capable of judging the risks of such proposed solutions. In addition, 

most pilots are initiated by mobile network operators (MNOs) that have different regulators. 

So regulation that applies to banks may not apply to MNOs for bank-like services, and this is 

judged by non-ōŀƴƪƛƴƎ ǊŜƎǳƭŀǘƻǊǎ ǘƘŀǘ ŀǊŜ ŀƭǿŀȅǎ ΨōŜƘƛƴŘΩ commercial reality. If all of this 

resultǎ ƛƴ ŀ Ƴŀǎǎ ǇǊƻōƭŜƳ ǿƛǘƘ ŀ ŦƛƴŀƴŎƛŀƭ ǎŜǊǾƛŎŜΣ ǘƘŜ ΨƳƻōƛƭŜΩ channel may become 

contaminated for use in financial services. 

3.2 P2P money transfers: the most common service 

Recorded remittances into Africa, which grew fourfold between 1990 and 201020, are the 

continŜƴǘΩs second largest source of foreign capital after foreign direct investments. 

The World Bank estimates that about 120 million people in Africa receive money from about 

30 million relatives and friends who left their home country, for a total of USD 40 billion a 

year21, the equivalent to 2,6% of AfricaΩs gross domestic product (GDP) in 2009. Countries in 

Northern Africa (Morocco, Algeria and Egypt) are the major receivers in the continent, while 

Eastern African countries depend heavily on these income flows. 

In such a context, there has been an underlying need for a service that would allow migrant 

breadwinners working away from their homes in urban centres to send money back to their 

families and friends. This state of affairs also explains the fact that P2P money transfers ς 

which allow consumers who do not own bank accounts to instantly and safely send money 

over the mobile phone ς are the most common type of service carried out by African 

consumers. 

However, remittance costs continue to remain high in Africa where remittances provide a life 

line for a large group of people. The World Bank and the African Union have taken steps to 

lower the cost of sending remittances to and within Africa by launching an online database 
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that will help increase transparency about prices and stimulate greater competition among 

service providers. 

3.3 The banking sector stagnates 

Although in some regions, mobile payments became a reality for everyday consumers, 

throughout most of the African continent the availability of formal financial services is still 

limited to certain income ranges. Put simply, it was unprofitable for banks to serve poor 

consumers, as the revenues resulting from managing their small-value deposits could not 

offset the costs of servicing them. This left the majority of Africans to look for alternatives.  

In the absence of a widespread network of bank branches and of more established payment 

instruments, mobile money transfers became very attractive. Mobile financial services have 

developed to become accessible and affordable and make the difference between access to 

banking and no access to banking. While the mobile operators have diversified their revenue 

streams, the banks have not been nearly as active. Many of them would rather create a mobile 

way to check balances, than provide a tool to pass money through to merchants or customersΩ 

contacts. 

In this context, it is no surprise that the biggest opportunity for retail banking may be via 

mobile phones: retail banking is expected to account for nearly 40% of the continentΩs banking 

revenue by 2020 helped by the rapid adoption of mobile phone banking22. Changes in the retail 

banking environment are being driven, among others, by the reduced growth in branch 

revenue and the availability of other channels to handle processing and customer service (such 

as ATMs and mobile banking). 

In South Africa, even though the countryΩs largest banks, such as Standard Bank, Amalgamated 

Banks of South Africa and Nedbank provide personal online banking service, there are many 

constraints for online banking adoption and growth. Consumers prefer paper money and 

legislation for e-transactions is poor. Also, technological infrastructure is a problem, especially 

in the rural areas. 

One valuable lesson that AfricaΩs rapid mobile financial services adoption has yielded is that 

ǿƘƛƭŜ ΨōŀƴƪƛƴƎ ŦƻǊ ǘƘŜ ǳƴōŀƴƪŜŘΩ holds great promise, it is not particularly easy to make 

African consumers see the need for an electronic banking system or trust such a system. A 

Sybase 365 report23 indicated that in 2010, fewer than 10% of African consumers were 

enrolled in formal banking, due to the poverty and the fact that brick-and-mortar bank 

branches were inaccessible. As far as trust was concerned, the same survey revealed that the 

easiest way for m-payments companies to bring consumers on board is to keep their offering 
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simple and allow customers to carry out multiple types of transactions via locally established 

agents that can offer hands-on assistance. 

3.4 E-payments: where to? 

The African internet arena is populated with some online payment options powered by banks 

or other companies. EBucks, Standard Bank Autopay, mimoney, Npay, PayFast, payGate, SID 

and more are jostling for a piece of a relatively small pie of customers who have access to the 

internet. So far, none of these systems has managed to become widely accepted even within 

national borders, leaving mobile payments on the front stage due to the lack of credit/debit 

card penetration. 

When PayPal entered the African market in 2010 by partnering with FNB in South Africa and 

allowing the bankΩs users to have access to the international online payment service as part of 

its internet banking package, everyone thought that this payment option will be the long-

awaited universal answer. But soon, South Africans realised that, in order to become a part of 

the PayPal family, they need to open an FNB account, withstand Reserve Bank scrutiny and 

have all the transactions done in the USD. The last requirement practically excludes PayPal for 

local trade. The diversity of payment methods has created confusion among the African 

consumers, rather than a wealth of choices. 

E-commerce cannot thrive without access to a computer and an affordable broadband 

network. With almost half of the South African population living below the poverty line and 

24% of it unemployed, the price of new computers is beyond the reach of most people. No 

African country comes close to 1% of total retail spending spent via the online channel. In 

South Africa, e-commerce has a 0,4% share of the retail market, while in countries such as 

Egypt and Nigeria, the figure stands at 0,01%. In mature economies, that percentage is about 7 

to 10%. If Africa is to experience similar growth, it needs a reliable, trusted and widely 

accepted online payment method which can grab a slice of the market share currently owned 

by the mobile. But given the poor telecommunication infrastructure, limited readiness by 

banks, behavioural constraints, inadequate legal and regulatory framework dominating the 

region, it is hard to imagine that in the near future weΩll witness such a scenario. 

Also, in the absence of a widespread network of bank branches and of more established 

payment instruments, it is not hard to understand why mobile money transfers - carried out 

from anywhere, cost effectively via a prepaid mobile phone, without the need to travel to the 

bank and manage a bank account - became very attractive. It is even less difficult to imagine 

that the mobile industry in Africa will continue its upward curve and remain a catalyst for 

immense growth, leaving no room for alternatives. 
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4 !ǎƛŀ-tŀŎƛŦƛŎΥ ŀ Ǝƛŀƴǘ ƛƴ ǎƛȊŜ ŀƴŘ ŘƛǾŜǊǎƛǘȅ 

Until recent years, the e-commerce market has 

been synonymous with online retailing in the US 

and Western Europe. But driven by an increase 

in the number of internet users (Asia-Pacific 

now includes more than 40% of the global 

online population) and with the growing 

percentage of online shoppers and an increasing 

online spending per capita, online retailing in 

the region is now growing faster than its 

counterparts in North America or Europe. 

Residents of China, South Korea and Japan are 

leading the way: in Asia, they are the people 

most likely to access the online channel for shopping. 

The Asian region includes an extreme diversity of markets with different payment ecosystems. 

Asia-Pacific includes both developed and developing markets, both large and small territories, 

some with an established and modern telecommunications, retail and transport infrastructure, 

others with high numbers of underbanked and unbanked consumers; some with a high urban 

population, others with a sprawling rural ecosystem marked by the lack of basic access to 

financial services. Last but not least, industry standards and the levels of regulatory compliance 

differ significantly from one market to the next. 

4.1 ¢ƘŜ ǇŀȅƳŜƴǘ ƭŀƴŘǎŎŀǇŜΥ ƎǊŀŘǳŀƭƭȅ ƳƻǾƛƴƎ ōŜȅƻƴŘ ΨŎŀǎƘ ƻƴƭȅΩ 

From a payments perspective, Asia-Pacific has traditionally been a region dominated by the 

use of cash. Recently, the increase in the use of credit cards has led to an evolution of the 

payment ecosystem. The online payments market has also grown in importance in recent 

years as a result of a boom in the e-commerce market, resulting in the shift of customers from 

paper-based payment mediums to online payment mediums. The consumer preferences are 

shifting towards transparency and flexibility as they are looking for better, more proactive 

solutions around life events. 

It is generally considered that Asia has the biggest market potential in almost every industry. 

This chapter aims to provide an overview of the Asia ς Pacific e-commerce and online 

payments landscape. In this way the chapter helps to understand the sources of 

fragmentation, the differences per online payment service and per country. For the purposes 

of this report, the e-commerce markets in the Asia Pacific region include Australia, China, 
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India, Japan, Malaysia, South Korea, Thailand. China, Japan, South Korea, India, Australia, 

Thailand and Malaysia. 

4.2 {ƻŎƛŀƭ ƳŜŘƛŀ ǳǎŀƎŜ ƛƴŘƛŎŀǘŜǎ ŘƛŦŦŜǊŜƴǘ ΨƻƴƭƛƴŜ ŎǳƭǘǳǊŜǎΩ 

The digital environment is constantly growing and evolving and no place is greater proof than 

Asia-Pacific. The broadband revolution is sweeping through the region, with 130 million 

broadband users registered only in China (as compared to Europe, which has only nearly 189 

million). Singapore already has a more than 195% penetration rate for broadband, including 

wireless connections24. There were 1.01 billion internet users in Asia at year-end 2011, 

accounting for nearly 44,8% of the population worldwide. 

 

 

Figure 4: Internet users in Asia. Source: Internet World Stats, 2012 

 

Social media usage has witnessed an astonishing increase in the region within the past year. In 

January 2011, there were 284 million unique visitors, out of which 115 million were on 

Facebook. Moreover, four of the world's top ten Twitter usage countries are in Asia Pacific. 

The main adopters of social media are Australia, China, India, Japan, Korea and Singapore. 

Among Australian users of the internet, content sharing has become one of the most popular 

social media activities. Nearly three quarters of Australian internet users visit social networking 

sites to check profiles and 37% use such websites on a daily basis. Facebook is the dominant 

online social networking site in Australia, with 10,4 million active users registered in July 2011. 

In China, one of the most popular social networking sites is RenRen, with 131 million users and 

38 million monthly unique log-in users. QZone is a local competitor, developed by Tencent ς 

the main internet service company and the third largest in the world after Google and 

Microsoft. 
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In India, Facebook enjoys the highest popularity among the social networking sites with 29,4 

million users registered in 2011. 

In Japan, gaming-related activities tends are central to the user experience Whereas Facebook 

and Twitter usually serve for content exchange, many Japanese social networks have a strong 

gaming element that attracts users. Japan is also a good example of the shift towards mobile 

internet connections: three quarters of Japanese social network users access the sites only 

from their mobile phones, with 3G penetration at 95% of the market. 

Korea has more than half of the continentΩs cities with the fastest internet bandwidth. internet 

population penetration rate passes 75% and over 81,5% of households have internet access. 

Cyworld is KoreaΩs most popular social networking site owned by SK Communications, boasting 

around 18 million registered users (over a third of the countryΩs entire population). 

As the use of social networking sites continues to grow and develop, a trend which is also 

evident at a global level, the use of social networking sites inevitably affects customersΩ online 

behaviour too: not only are people using social media as a way to connect with friends and 

family, but they are also engaging with businesses and brands online, and more importantly, 

these interactions influence their purchase decisions. 

4.3 E-commerce is growing, but the market is fragmented 

Within the past years, the retail landscape in most of the Asia Pacific region has undergone 

dramatic changes. Strong economic growth and changing societies have transformed the way 

consumers shop for products and services. 

As a result, the online market is continuously growing and manufacturers and distributors 

across the region are taking advantage of all the opportunities associated with e-commerce. 

The Asian retail e-commerce market, excluding travel, is expected to more than double from 

USD 156 billion in 2010 to USD 323 billion in 201325. 

There is an increasing movement, both inland and in the major cities, to buy goods online and 

the appetite for overseas products is strong. There are more and more Asian consumers eager 

to purchase products traditionally made in the UK, Europe and the US from their  homes. 

However, there are a lot of hurdles to overcome to convince consumers about the true 

benefits of online payments. Poor delivery networks, the distrust between buyers and sellers, 

security issues, also issues related to the convenience of the payment methods available and 

different levels of regulatory compliance are still some of the challenges that lie ahead. 

The Asian e-commerce market is not a uniform market, but rather a collection of economies 

currently at different stages of maturity. Therefore fragmentation is to be expected both in-
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country and at a regional level. Each market in the region is increasingly developing its own 

characteristics and dynamics. The industrialized countries, like Japan and South Korea, are very 

mature markets, and dominated by strong local retailers such as Rakuten. The Chinese is 

dominated by eBay-like marketplaces including Alibaba, but also local retailers such as 360Buy, 

Joyo and Dangdang. By contrast, India's online market remains extremely small compared to 

these countries. 

The diversity of culture and languages has very real and specific implications for retailers 

looking to tap into this market. Also expected and easily justifiable is the presence of a large 

variety of active players currently looking to establish themselves in the promising online 

payments playing field. 

As the regional fragmentation is an unavoidable reality in the business environment across 

Asia Pacific, the online payment industry in the region implicitly demonstrates a very high 

degree of fragmentation with a high number of new initiatives. In Asia-Pacific, countries differ 

strongly in their preference of cash versus cards for point of sale (POS) transactions and of 

cheques versus electronic payments for bill payments. Hong Kong has revealed a similar 

pattern to the US, in terms of customersΩ payment preferences, with a relatively high usage of 

cheques and cards and less use of electronic transfers. On the other hand, the Japanese and 

Indonesian customers show no attachment to cheques, but prefer to use cash rather than 

cards. In general, cash proliferation is widespread throughout Asia-Pacific, a situation rather 

similar to Eastern Europe. This will probably change with time, but cash will still continue to 

play a major role within the next years. 

As fragmentation can be a destabilising factor for any industry, proposals for a unified market 

are being put forward. One of the options for the Southeast Asia region is to consider an 

eventual currency convergence to strengthen the regionΩs economy and facilitate international 

transactions. A unified currency in Aǎƛŀ ŎƻǳƭŘ ƘŜƭǇ ōƻƻǎǘ ǘƘŜ ǊŜƎƛƻƴΩs trade. Although the 

subject has been studied seriously in earlier years, the recent difficulties that can be observed 

in Europe certainly do not bring a single Asian currency closer26. 

4.4 Online payments market controlled by large regional players 

What we see as the main trend is that Asian companies and companies from the US andEurope 

are partnering up. The Western partners bring expertise and marketing power, whereas the 

Asian partners provide the know-how on cultural preferences that is indispensable. 

Until now, weΩve seen global companies including Google, Facebook and Microsoft on an 

acquisition rampage. This scenario has also become visible in Asia-Pacific this year, as well. A 
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lot of foreign companies, especially those from the US and Europe are now tapping into Asia-

Pacific or extending their footprint, driven by the explosive e-commerce growth and strength 

of the internet market in the region. The biggest challenge for international firms in exploring 

ǘƘŜ ǊŜƎƛƻƴΩs online payment businesses is to manage the cultural differences and find the 

balance between localisation and globalisation. Therefore, it is important for international 

companies to have the right connections and knowledge to explore the tremendous potential 

of the market. 

Realising the impressive growth momentum of the emerging markets in the region, Adyen 

opened the Asian markets to its merchants. In the past months, Adyen has expanded its global 

reach by adding a variety of new payment methods to its platform in the US, Canada, Latin 

America and the market leaders Alipay and Tenpay in China. Belgium-based online payment 

services provider Ogone Payment Services has followed a similar path, by tapping into the 

Indian e-commerce market by acquiring of EBS (E-Billing Solutions), the second largest online 

payment provider in India. 

2010 was a landmark year for PayPal in Asia Pacific with a range of innovative business models, 

strategic partnerships and investments across the region. In 2011, the US online payment giant 

saw its payment volume in the Asia-Pacific region increase by 35% and its number of active 

accounts rise to 6,5 million (in Q3 2011). 

To expand its global presence, PayPal opened its first Southeast Asian operations centre in 

Malaysia three months after online payments provider AsiaPay established its own local 

presence there, as part of its continuous effort to expand its operations in the region. 

In April 2010, Alibaba and PayPal partnered. Alibaba offered PayPal as one of the payment 

options on AliExpress.com. Just one year later in Q2 2012, the two competitors ended their 

cooperation. No reason was provided why both parties decided to end their partnership. 

In India, the American payment champion is struggling to comply with the guidelines set by 

The Reserve Bank of India (RBI). Here, PayPal is not coming under the category of banks and 

can only operate as a payment gateway. Due to disputes Indian merchants have for several 

months not been able to accept payments via PayPal above USD 500 per transaction. After 

negotiations, RBI announced in October 2011 that merchants can receive export-related 

payments for goods and services into their PayPal account up to USD 3.000 per transaction. 

Amazon has also been testing Indian waters and is set to enter the market as well. The 

company is in discussions with Indian e-commerce players like Flipkart.com, LetsBuy.com and 

Exclusively.in, among others and may enter the market as early as the first quarter of this year. 

While alliances with players in the region have been the dominant theme for foreign 

businesses, Asian companies try to keep pace by moving out of their home regions and trying 

to get their own piece of the payments pie. Expansion overseas has become a top priority for 

many of China's leading firms. 
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Alibaba, which has made its global ambitions obvious by openly declaring its interest in buying 

Yahoo, is the parent company of the Chinese equivalent of PayPal, Alipay. Alipay is the worldΩs 

largest online payment platform and claims to have registered over 500 million accounts. 

According to rumours in the Chinese media, Alipay is set to go global27. Thus, overseas users 

would be able to use Alipay directly on AlibabaΩs e-commerce sites, including Taobao.com and 

Alibaba.com, to make online purchases. Currently, only consumers living in Hong Kong, Taiwan 

and Macau may use their Visa- and MasterCard-branded cards with Alipay, while those in 

China also may use their China UnionPay-branded cards. Such a move could be a huge online 

payment threat to PayPal and in 2012 we expect some significant initiatives from PayPal to 

maintain their front position. 

Alibaba is also reportedly busy negotiating with several of the worldΩs biggest credit card 

organisations. The company has already announced a partnership with MasterCard to develop 

the overseas business of the groupΩs online payment division Alipay. The partnership is set to 

enable customers with Alipay accounts to set up virtual MasterCard accounts in order to buy 

goods overseas. This deal will probably prompt the Chinese online companies to globalise their 

own businesses in line with such new opportunities. This is a clear example of a payment 

ƳŜǘƘƻŘ ΨǘǊŀǾŜƭƛƴƎ ǿƛǘƘ ƛǘǎ ǳǎŜǊ ōŀǎŜΩ and unlocking potential on the merchantsΩ side. A 

development we highlighted as a global trend in section 1. 

/ƘƛƴŀΩs internet market is dominated not only by Alibaba, but also by Baidu and Tencent, 

which have upped the stakes for survival in an increasingly competitive marketplace. In 2011, 

Tencent spent USD 390 million to acquire nearly 40 companies, ranging from shoe shopping 

websites to group buying start-ups. More significantly, Tencent teamed up with American 

Express to provide cross-border online payments. The deal allows Tenpay users in China to buy 

goods from US and UK-based online retailers through Globalshop, a global e-commerce and 

shipping service. 

Baidu, Alibaba and Tencent are worth a combined USD 95 billion based on market 

capitalisation, representing almost five times the size of Yahoo. In 2012, they will seek to 

expand their market even more. 

International brands are also exploiting the group buying business model in the region. US-

based multinational corporation Wal-Mart has purchased a minority stake in Chinese e-

commerce company Yihaodian. Groupon tries to expand in Asia by initiating a joint venture in 

China and acquiring sites in Hong Kong, Singapore, Malaysia and Taiwan. This move has 

encouraged local competitors like Taobao to add their own group buying model.  

Given the fact that the Asian market has no clear player dominating the group buying industry, 

the field is open to new entrants. In 2012 we expect new companies to tap into the market, 

driven by the popularity of the group buying in the region. 

                                                           
27

 TechinAsia, http://www.techinasia.com/alipay-global/, 2011 

http://www.techinasia.com/alipay-global/


  Online payments 2012 - Asia-Pacific: a giant in size and diversity   

  41   

Powered by the increasing popularity of online games and social networking, virtual goods are 

also hot in Asia. The region is responsible for almost 70% of worldwide revenue for virtual 

goods28. 

The ease of using and accessing the payment systems associated with purchasing virtual goods 

is a key determinant for success in selling these. Virtual world participation across Asia is 

switching to mobile as this channel is regarded as being more secure than paying from a 

computer. In Korea for example, 80% of all gamers already play on a mobile device, while in 

China, casual game websites and games on social networks attract 85% of the gamers29. Virtual 

goods as a global trend have been covered in the first section of this report. Asia illustrates the 

trend like no other region. 

4.5 Country-specific payment preferences at a glance 

The preferred online payment methods vary substantially between countries: in general, 

despite the fact that most Asian Pacific countries are used to traditional cash-based 

transactions in stores, the favourite online payment method for the consumers in the Asia 

Pacific region is ŎǊŜŘƛǘ ŎŀǊŘǎΣ ŜȄŎŜǇǘ ŦƻǊ /ƘƛƴŀΣ ǿƘŜǊŜ !ƭƛǇŀȅΩǎ ŜǎŎǊƻǿ ǎŜǊǾƛŎŜ ƛǎ ǳǎŜŘ ŀƴŘ 

Thailand, where the debit card is more preferred for online purchases. 

This section details country specific differences for a few of the more important markets in 

Asia-Pacific. We present the market share of payment methods per county of those countries 

where reliable studies are available. In cases where figures are lacking, we give only a rough 

overview of which payment methods are popular. 

China: the market with the greatest potential 

China is not the biggest market, but it clearly is the most promising. The country has witnessed 

a dramatic increase in the adoption of electronic payment cards, an initial growth which was 

generated by the credit card market and the emergence of internet giants such as Alibaba and 

Taobao. 

In China, Alipay owns the spotlight in the fast-expanding payments space and now. Alipay is 

part of the Alibaba Group, founded in 1999, which also owns the Alibaba e-commerce 

platform. Alipay is an escrow service that lets consumers pay online by credit card or online 

bank. Alipay keeps the payment until the goods are delivered and then transfers the funds to 

the merchant. Alipay leads the market with a 49% market share, followed by Tenpay with a 
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20.4% market share, data released by iResearch indicates. 99Bill and ChinaPnR have a 7,5% 

and 7,4% market share, respectively. 

 

 

Figure 5: 'China Online Payment Analysis Report', 2011. Source: iResearch 

 

Due to their large user base and continuous new product development, we expect Alipay and 

Tenpay to remain the leaders in the online payments industry in the next few years with a 

stable market share. As competition in the online payments industry continues to intensify, 

Alipay is set to expand its footprint and challenge PayPal by revealing plans to top eBayΩs 

division by transaction value in two years. 

Third-party online payments play a very important role in the Chinese e-commerce landscape, 

acting as a neutral agent to collect money for sellers from buyers and transfer the money to 

sellers' accounts when buyers confirm the products. Third-party independent gateway 

providers have driven market offerings and current market dynamism, while banks and mobile 

operators have been exploring payments developments. Different companies focusing on 

specific payment areas such as city-wide bill payment (SmartPay), corporate purchasing, 

telebanking (YeePay), consumer online auctions and virtual markets (Alipay), top-up (paipai) 

and gaming (QQ). 

China's third-party online payment transaction climbed 1001% year on year to (USD 153.1 

billion) CNY 1.01 trillion in 201030, while in 2011 it exceeded CNY 2 trillion. The growth was 

attributable to the expanded development of online payment services in several online 

business areas, as well as the booming development of related industries such as travel 

booking. Also, the government's regulations on payment services play an important role. 

Effective 1st September, 2011, all third-party online payment services providers (non-financial 

institution) are required to obtain a Payment Business License from the People's Bank of China 

(PBC, ChinaΩs central bank) before they can conduct any money transfer and payment business 
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in China. This local law aims at consolidating and promoting healthy development of the 

Chinese payment market, making the online payment more efficient and competitive. In 2011, 

the People's Bank of China granted over 70 new licenses to non-financial organisations 

engaged in payment and settlement businesses. To date, the bank has granted more than 100 

such licenses. 

In China, a country with nearly 420 million internet users, the e-commerce industry has 

enormous potential. This sector will continue to be among the fastest-growing business 

segments, led by the dominant online marketplace Taobao of Alibaba Group. Without any 

doubt, online payments and e-commerce will remain the hottest issues in the Chinese 

industry. 

Japan: the biggest market in the region 

Japan is the biggest market in the region with online sales of JPY 3,64 billion in 2011, up by 9% 

year-on-year31. 

The Japanese consumers embrace and adopt new payments technologies (from e-money to 

mobile money) far quicker than their US counterparts. Credit cards remain the favourite 

payment instruments for online payments (52%), followed by cash on delivery (18%), bank 

transfer (10%) and postal transfer (5%) and internet banking (3%)32. 

Card-based payments hold the highest market share in Japan because of the high penetration 

of cards (6,2 cards per capita). JCB claims to have the highest market share in the country, with 

56 million JCB cards in circulation. JCB cards are also cobranded with MasterCard and Visa. 

The size of the Japanese B2C e-commerce market is estimated at JPY 4,5 trillion, which is 

approximately 3,3% of the entire domestic retail market, worth JPY 135 trillion. 

Australia: paying online ς an attractive option 

Overall, Australian consumers appear to be reasonably comfortable with making online 

payments. Around 90% of Australians have internet access at home or work. Consumers have 

several methods for payments online, including: credit cards, scheme debit card, BPAY, 

internet-banking transfers, Paymate, PayPal and POLi. 

The online payments market is currently dominated by PayPal and credit cards. More than 90% 

of Australian adults who shop online pay for purchases using their credit cards. Online 

shoppers prefer to make purchases via computers, while mobile devices are used for banking 

and bill payments. Of the 2.4 million adult Australians purchasing a good or service online, 97% 
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purchased online via a computer, 4% made online purchases via a mobile phone and 2% made 

online purchases via other devices such as tablets33. 

The e-commerce market is forecast to grow at a compound annual rate of 12% to USD 38 

billion by 2013. Whilst there has been an increase in online retailing, the market penetration is 

only 3,8% of total sales. Internet retailing has jumped by 13% in 2011, reaching AUD 3,5 

billion34. 

India: still in a nascent stage 

India is the second most populated country and fierce economic growth is creating a middle 

class rapidly. But due to the low internet and credit card penetration in the country, India is 

still at a nascent stage in terms of online payments. 

There is awareness among the business communities in India about the opportunities offered 

by e-commerce, but numerous barriers are difficult to overcome: limited internet access, gaps 

in the current legal and regulatory framework, logistics and multiple issues of trust and lack of 

payment gateways. India currently records 2.1 billion non-cash transactions, compared to 15 

billion transactions in Brazil, 5.4 billion in China and 2.8 billion in Russia35. 

The e-payment space in India is dominated by independent companies such as CC Avenue and 

BillDesk but the lionΩs share of the space is held by private banks like HDFC, Citibank and ICICI. 

Ogone has already tapped into the Indian e-commerce market by acquiring independent 

online payment company EBS, one of the key payment gateway providers in India.  

In India, in spite of the fact that only select industries like retail and travel are reaping the 

benefits of e-commerce, this sector reached USD 10,27 billion in 2011. In 2012, the e-

commerce segment will see more investments and strategic shifts, with expansion of 

categories and new start-ups entering the market. 

Malaysia: still far from maturity level 

The Malaysian online payment industry is more advanced compared to India, as its market has 

more advanced instruments like e-money which are currently not present in India and China. 

Also, the country has a higher internet penetration rate, as compared to India. Malaysians` 

online payment instrument is credit cards with internet banking being the second most 

preferred medium of online payment. The top three most visited online banking websites in 

Malaysia are operated by Maybank Group, Cimbclicks and Pbebank. 

                                                           
33

 ACMA: e-commerce marketplace in Australia: Online shopping, 2010 ς 11 series 
34

 Euromonitor International - 'Internet retailing in Australia', 2012 
35

 A joint report by Capgemini, Royal Bank of Scotland (RBS) and The European Financial Marketing Association. 



  Online payments 2012 - Asia-Pacific: a giant in size and diversity   

  45   

The increasing rate of internet users, online spending and adoption of new technologies are 

key drivers for the development of e-commerce. In the cities, access to the internet is widely 

available via internet cafes, but PC penetration remains low among the poor and those outside 

of urban areas. 

Nevertheless, the market has not reached the maturity level. The Malaysians do not have the 

online shopping habit yet and the country lacks an e-commerce giant, something which could 

boost local e-commerce mass adoption. 

Online shopping in Malaysia has reached USD 602.2 million (MYR 1,8 million) in 2010 and is 

expected to jump to USD 1,7 billion (MYR 5 billion) in 201436. 
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5 9ǳǊƻǇŜΥ ōǳƛƭŘƛƴƎ ŀ ǾƛǾƛŘ Ŝ-ŎƻƳƳŜǊŎŜ ƳŀǊƪŜǘ 

In general, Europeans are among the 

worldΩs most enthusiastic users of the 

web. As of March 2011, the total 

number of internet users in Europe 

alone reached 476.3 million, 

compared to 1.63 billion users 

worldwide37. Moreover, by 2014 the 

European online population is 

expected to grow by nearly 20%, with 

countries such as Poland, Russia, 

Ukraine and Turkey as the main 

drivers for this growth. Although the 

European Union is striving towards a single market, great divides in e-commerce maturity and 

IT development persist. Generally speaking, the Nordic countries in addition to the 

Netherlands and the UK are most advanced, while countries in South and Eastern Europe are 

catching up fast. Access to broadband internet has increased strongly in the new EU member 

states and the proportion of consumers having purchased goods online has grown accordingly. 

 

 

Figure 6: European consumers shopping online. Source: Eurostat, December 2011 
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This chapter examines the geographical differences and looks into the status of the European 

market integration with respect to online payments. We will look into the European banksΩ 

initiative to develop a pan-European OBeP-ǎƻƭǳǘƛƻƴ ŘǳōōŜŘ Ψaȅ.ŀƴƪΩ. Paragraph 5.4 of this 

chapter covers the requirements of European web merchants as put forward during a one day 

session in Barcelona the Global E-commerce Summit of 2011. Finally, for the main European 

countries, preferred payment methods are mapped. 

5.1 The European e-commerce landscape has three ΨǊŜƎƛƻƴǎΩ 

EuropeΩs geographical fragmentation is aggravated by the historical divide between Western 

and Europe on one side and the Central and Eastern European regions on the other side. This 

division, the result of the post-WW II Iron Curtain, is reflected in the current state of e-

commerce across Europe. Countries that were part of the Eastern communist dominion are, 

with few exceptions, de facto developing markets, while the Western half of Europe includes 

developed markets with solid financial infrastructures. 

The broadband penetration rates are very different from one country to another. The 

percentage of broadband subscribers (DSL, Cable and Fibre/LAN) in the Netherlands and 

Denmark is 37%, in Germany and France about 30%. The lowest rates are Czech Republic and 

Poland with roughly 14%38. 

The European e-commerce space cannot be regarded as a single big market in itself, as there 

are significant differences from country to country. We can speak of three blocks. 

A mature market in Northern Europe, including the UK, Germany and the Nordic countries, 

where between 60% and 80% of all internet users are e-shoppers. The UK stands out as the 

worldΩs leading country for e-commerce. In 2011, the online spending in UK reached GBP 68 

billion, up by 16% as compared to 2010, while in 2012, the online spending segment is 

expected to increase by 13% year-on-year, accounting for GBP 77 billion39. 

A growing market in France, Italy and Spain, where the total number of e-shoppers is lower 

compared to the numbers of internet users, but the number of new e-shoppers is growing at a 

rapid pace. 

An emerging market in Eastern Europe. The growth potential for e-commerce is high in Central 

and Eastern European countries, despite the relatively smaller size of the e-commerce 

turnover and lower consumer spending. 
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