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This report provides an overview of e-commerce payment methods and habits across the
globe. It shows that we’re operating in a fascinating world that is diverse and full of
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.
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Preface Ecommerce Europe
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
globe. It shows that we’re operating in a fascinating world that is diverse and full of
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 – FDIH
Marc Lolivier – Fevad
Wijnand Jongen – Thuiswinkel

The Executive Committee of Ecommerce Europe
www.ecommerce-europe.eu
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Preface Innopay
You are reading the 2012 edition of Innopay’s Online payments report in a special edition with
Ecommerce Europe. We have subtitled the report ‘Moving beyond the web’. 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.
‘Online payments 2012 – Moving beyond the web’ 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 Buyer’s 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 ‘transaction services industry’,
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 – Founding Partners Innopay
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Innopay & online payments
Innopay is an independent, full service consultancy firm specialized in payments and related
transaction services. It is our vision that:
−

Globalization increasingly leads to a network economy. Electronic infrastructures enable
industries to cooperate in networks, in real-time.

−

(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.

−

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

−

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.
Based on our experience we have created the ‘Innopay Transaction Context Model’ to better
understand the success factors for development of online payment services. We serve our
customers in three ways:
−

We help professionals to ‘structure & understand’ the online payment industry.

−

We help providers to ‘develop & manage’ their online payment business, services and
products.

−

We help merchants and corporates to ‘choose & use’ (online) payment solutions.

In addition to Innopay’s 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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Management summary
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
part of this development and are also crossing channels. We see the first ‘online payments’
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
as redeeming coupons as an ‘alternative currency. These services make the payment process
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.
Last year, Innopay identified ‘fragmentation of functionality’: so called ‘apps’ help us users
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 players, PayPal’s most significant step was their entrance into the physical
world with a pilot in Home Depot’s hardware store. Customers can choose to pay through
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 banks to become more active in the online payment space. However, in the crisis’
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
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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 ecommerce.
North America, namely the US, undeniably sets the scene for e-commerce and online
payments. Even though it will no longer be the largest market by volume, it’s still the US that
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 ecommerce market. There’s still a lot to be gained here for providers of e-commerce payments.
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1

Global trends and developments

E-commerce, and with it, online payments, have seen another exciting year of rapid growth in
2011 and 2012. In last year’s edition of Innopay’s Online payments 2011 report, we reported
the emergence of continents on the web and we extensively described the battle of the
‘internet giants’. 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 growing…
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 – ‘Number of internet users worldwide reaches two billion’, 2011
‘J.P. Morgan: Global e-commerce Revenue to grow by 19% in 2011 to $680B’, TechCrunch Newsroom , 2011

2
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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 ecommerce 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 buyers’ 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 users’ buying patterns. 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 revenue. The main movement is between ‘the West’,
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

3
4

The Boston Consulting Group, The World’s Next E-Commerce Superpower, 2011
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
‘e’. So the merger of online and offline is basically the disappearing of the first and the latter
taking over. In a few years’ time, 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 consumers’ day-to-day routine.
PayPal’s 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 consumer’s 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 supplier’s 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 PayPassenabled 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.

‘Mobile’ 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).

5

The Paypers – ‘Home Depot to test PayPal’s POS in-store pilot program’, 2012
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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 mcommerce, 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 ‘Check-out’ is becoming more complex…
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 Levi’s brand, under a newly-developed ‘couponless’ loyalty offer
model. Under the deal, American Express’ 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 as ‘alternative currency’
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.
The same goes for ‘points’. Both can be regarded as an ‘alternative currency’ 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.

6

Twitter advertising blog - 'Twitter advertising for small businesses', 2012
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1.5 …but at the same time, functionality is decomposing
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
‘app paradigm’ as we identified in last year’s 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.

Integrated user experiences: the ‘walled gardens’ 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
‘cyber-continents’. 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
‘continent’, 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,
functionality is divided over a large number of ‘apps’.
7

With examples like E-World and America Online
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As we reported in last year’s edition, the ‘app era’ brought us separate apps that take care of
separate functionalities. We saw these functionalities decomposing, as smartphones’ smaller
screens quickly became the world’s 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 platformowners are promoting their preferred payment methods and sometimes force them onto their
‘residents’ and businesses8. In some cases, we even see ‘central banks’ 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 Airline’s online booking application, relying on Facebook’s 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.

8

An example is Google, putting pressure on sellers in their Android Market to use Google Wallet as a means of
payment (Reuters, 2011)
9
http://www.facebook.com/credits/

20

Online payments 2012 - Global trends and developments

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
or ‘content’, 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 stream…
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
of the ‘online culture’ 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.

10

Juniper Research - 'Mobile Social Media', 2011
Frank N. Magid Associates, PlaySpan - 'The Virtual Goods Market Penetration and Growth in North America', 2010
12
Business Insider - 'The Future of Mobile', 2012
11
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Figure 3: PlaySpan survey of virtual goods trends, 2012. Source: Frank N. Magid Associates

… and pose requirements on payments
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:
−
−
−

Low prices require different fees structure
Need to pay with alternatives to credit card payments
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

13

Juniper Research - 'Virtual Goods – Real Revenues on Mobile', 2011
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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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All global players have their strong points

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 giants: ‘Alternatives setting the standard’
In the category of non-traditional payment systems, PayPal and Amazon are today’s 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. eBay’s unit plans to start offering coupons tailored to its 103 million members’
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
14
15

PayPal.com, 2012
The Paypers - 'PayPal to tap into daily deal coupons market', 2011
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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 ‘PayPal killer’ and instead becoming a payment system
primarily for Google sites, the company has not given up on the online payments market.
Google’s 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,
Google’s 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 of this report, strong points of the providers of ‘alternative
payments’ 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 networks: ‘Let a hundred flowers blossom’
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 country’s 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 e–commerce 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. Visa’s digital wallet is set to enable consumers to make purchases
online or via their phones instead of traditional cards. Visa’s 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 Russia’s 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 Amex’ steps into loyalty. Furthermore,
American Express has launched the digital payment and commerce platform ‘Serve’ 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.
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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 crisis’ impact on the economy. Therefore, last year’s
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 ‘Online Banking enabled Payments’ (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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THE PAYPERS - ALL ABOUT ONLINE PAYMENTS
www.thepaypers.com
The Paypers is the leading independent source
of news and analysis for professionals in the
global payment community. Their products are
created by payment experts and have a special
focus on all major developments in paymentsrelated industries including cards, online
payment, online banking, mobile payments and
e-invoicing.
The Paypers is also keen on keeping its
readership informed with regard to online
fraud prevention innovations and the most
significant trends in the e-identity space, from a
technological perspective.
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all about. On the one hand readers get deep
insight into the payment industry and on the other
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portfolio for companies. For example, with our
DIMOCO hub we handle mobile payment
transactions in the Central and Eastern European
countries. That means that we are a niche player
and The Paypers is an ideal partner for us.”
Margit Anglmaier,
VP Corporate Communications, DIMOCO

The Paypers provides a wide range of news and analysis products aimed at keeping the payments
professionals informed about latest developments in the industry:

− Real-time online news on website, with breaking news on Twitter and LinkedIn;
− Free daily headlines sent out to The Paypers >15.000 subscribers, covering the fast-paced
−
−
−
−

developments in the global payment industry;
Analyses on current market developments and future opportunities;
Premium newsletters providing a bi-weekly overview of industry news and analysis;
Publications detailing developments in specific markets and industry niches;
Annual payment topic guides with a global market overview of companies.

Online Paypers
Online Paypers offers you a complete update
on the online payment, online banking and ecommerce market.
Online Paypers is a bi-weekly mix of news and
analyses on the ‘Internet economy’, with
reviews and comments with regard to
developments in payment methods, online
banking, technology, corporate changes, rules
and regulation, markets and more.
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Africa: still a cash-based society

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 cashbased: 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 operators’ 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

16

i.e.Electronic Communications and Transactions Act (2002), Consumer Protection Act (2010)
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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 world’s second largest mobile market by number of
connections after Asia, as well as the world’s 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.
Africa’s mobile market is being described in very optimistic terms. Numbers by Pyramid
Research18 reiterate the impressive growth: money flow through Africa’s 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 ‘proximity’ and ‘remote’ payment
services while at the same time bypassing the inherent risks associated with card usage in
Africa.

17
18

GSMA - 'African Mobile Observatory', 2011
Pyramid Research - Mobile Financial Services in Africa, 2010
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Africa’s 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 Africa’s 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-banking regulators that are always ‘behind’ commercial reality. If all of this
results in a mass problem with a financial service, the ‘mobile’ 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
continent’s 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 Africa’s 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 –
which allow consumers who do not own bank accounts to instantly and safely send money
over the mobile phone – 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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McKinsey & Company - 'Half the World is Unbanked', 2009
The African Development Bank (AfDB) and the World Bank - 'Leveraging Migration for Africa: Remittances, Skills
and Investments', 2011
21
International Fund for Agricultural Development (IFAD), 2009
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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 customers’
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 continent’s 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 country’s 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 Africa’s rapid mobile financial services adoption has yielded is that
while ‘banking for the unbanked’ 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
22
23

Bain&Company, ‘Africa’s decade-long banking bull run in pictures’, 2011
Sybase 365 – 'Mobile Banking in Africa', 2010
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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 bank’s 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 longawaited 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 we’ll 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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Asia-Pacific: a giant in size and diversity

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 The payment landscape: gradually moving beyond ‘cash only’
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 – 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 Social media usage indicates different ‘online cultures’
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 –
the main internet service company and the third largest in the world after Google and
Microsoft.
24
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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 continent’s cities with the fastest internet bandwidth. internet
population penetration rate passes 75% and over 81,5% of households have internet access.
Cyworld is Korea’s most popular social networking site owned by SK Communications, boasting
around 18 million registered users (over a third of the country’s 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 customers’ 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 in25

The Paypers - 'Group buying sites drive e-commerce growth in Asia', 2011
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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 customers’ 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 region’s economy and facilitate international
transactions. A unified currency in Asia could help boost the region’s 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, we’ve 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

26
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lot of foreign companies, especially those from the US and Europe are now tapping into AsiaPacific 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
the region’s 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.

39

Online payments 2012 - Asia-Pacific: a giant in size and diversity

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 world’s
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 Alibaba’s 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 world’s biggest credit card
organisations. The company has already announced a partnership with MasterCard to develop
the overseas business of the group’s 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
method ‘traveling with its user base’ and unlocking potential on the merchants’ side. A
development we highlighted as a global trend in section 1.
China’s 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. USbased multinational corporation Wal-Mart has purchased a minority stake in Chinese ecommerce 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
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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 credit cards, except for China, where Alipay’s escrow service is used and
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 eBay’s
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, China’s central bank) before they can conduct any money transfer and payment business
30
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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 – 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%

31
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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 lion’s 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 ecommerce 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.
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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

Europe: building a vivid e-commerce market

In general, Europeans are among the
world’s 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 banks’
initiative to develop a pan-European OBeP-solution dubbed ‘MyBank’. 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 ‘regions’
Europe’s 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 ecommerce 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
world’s 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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Figure 7: E-commerce share of retail. Source: CRR research commissioned by Kelkoo, 2011

In 2011, nearly 58% of internet users in the EU27 shopped online, as compared with 57% in
2010 and 54% in 2009; the proportion of e-shoppers among internet users ranged from 74% in
the Netherlands to 13% in Romania and Bulgaria40.
The e-commerce market is definitely going to move forward during the coming years as
broadband penetration rates will increase and more importantly, the mobile internet will grow
and fuel the convergence of online and offline channel. eMarketer for instance, estimates a
climb in online sales from USD 150.3 billion in 2009 to over USD 202.7 billion in 201241.

5.2 PSD and e-SEPA no panacea for cross-border e-commerce
The well-developed e-commerce market has made for a highly advanced online payments
landscape in Europe. Lacking the scale of a single market like the US, European situation sets
the example for many other fragmented regions in earlier states of their development. Europe
is a unique region in this report, as it knows a long and determined effort to integrate the EU
member states into a single market. We will cover this effort as we discuss the implications of
the Payment Service Directive (PSD) and SEPA – more specifically e-SEPA.
These are two important publicly led initiatives to harmonise (online) payments in the region.
A third public force that is not to be underestimated is the constant debate by policymakers on
the national and European level, on the topics of interchange and surcharging. It goes beyond
the scope of this report to go into the details of these debates. It is our belief however, that
legal certainty on the business level is a precondition for innovation in the payment industry.
The current ambiguity does not contribute to a decisive atmosphere.
40
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Payment Services Directive
The Payment Services Directive, that has been introduced three years ago, is still an important
force that shapes the payment landscape in the EU. The aim of the directive is to ensure the
user-friendliness, safety and efficiency of payments throughout the European Union/European
Economic Area, in particular for credit transfers, direct debit mandates, card payments, as well
as for money transfer services. One of the novelties in the PSD was the system of licenses for
payment service providers (PSPs). It lays down information requirements regarding payment
services and lists rights and obligations of both PSPs and users.
Half way 2011, there were 341 registered institutions in the EU. The UK is the clear frontrunner
in terms of authorised payment institutions, with over 50% of all PIs and EMIs being registered
in this country. We regard the establishment of licensed entities like Payment Institutions as an
indication of how the PSD is making an impact in the payments landscape.
In a recent whitepaper42, M3 Management Consulting draws conclusions from information on
the licencing of payment institutions (PI) and electronic money institutions (EMI). One of their
observations is an increase in online products and services offered by PIs.

The Single Euro Payments Area (SEPA)
The rate of change within the total European payments industry is accelerating now the SEPA
program is nearing its completion with end-dates being set for 2014. Under the program the
European banks seek to harmonise credit transfers, direct debits and card products across 32
European countries. The SEPA vision is to abandon the concept of cross-border payments and
to treat Europe as one domestic region for payments. Every citizen and organisation should
have access to the same payment instruments all over Europe. This vision was part of the
European Commission’s Lisbon Agenda, the effort to make Europe the world’s most
competitive economy.
The relevance for online payments lies mainly in the fact that SEPA offers a set of payment
instruments (namely credit transfer and direct debit) that apply throughout the SEPA region.
Online payment methods that make use of these instruments have by definition pan-European
reach.

5.3 Will MyBank grow to be the pan-European OBeP-solution?
The ECB has always strongly supported the emergence of SEPA-wide online e-payment
solutions, such as those that already exist at the national level, for example in Germany,
Austria and the Netherlands. It seems that MyBank, the e-authorisation scheme being
42
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developed by the European Banking Association (EBA) finally presents such a solution. The
MyBank project was launched in 2011 and is preparing a pilot this year. It is an ambitious
project that does not only aim to offer pan-European online payments, but might also offer an
authorisation method for e-mandates. E-mandates, the electronic mandate for direct debits, is
a product with huge potential. However, until today no provider of payment services has made
e-mandates available for its customers.
MyBank is an e-authorisation method that will initially be the core of an online payment
scheme. The user experience of this product will be much similar to the Dutch iDEAL. The EBA
Clearing initiative is set to create a completely new ‘e-authorisation scheme’ that will
eventually support both SEPA Credit Transfers (SCT) and SEPA Direct Debits (SDD) using the
online banking portal. The service will provide buyers and sellers from all over Europe with the
ability to exchange payment orders and e-mandates directly through their online banking
portals. The new service will be made available for banks and licensed payment institutions, in
line with the Payment Services Directive and the relevant regulatory requirements. Banks and
their customers will be able to expand their businesses in the e-commerce market via the
SEPA-wide service based on the pan European interbank payment infrastructure. MyBank is
covered more extensively in the Case Study.
The other candidate for the pan-European online payment solution we identified last year –
the interoperability pilot between the three existing OBeP schemes (EPS, iDEAL, Giropay) – is
being put to a stop by an investigation by the European Commission. The Commission is
looking into allegations of anti-competitive behaviour by the European Payment Council (EPC),
which had commissioned the pilot.

CASE STUDY: EBA Clearing’s MyBank: a pan-European approach
Within Europe, only credit cards currently have full reach of the continent, although they
remain constrained by concerns over fraud. E-wallets and pre-paid cards also have wide reach,
while debit cards and online banking based payment methods mostly only have domestic
reach. The development of a secure and reliable pan-European online payment method is
imperative. For Online payments 2012, EBA Clearing’s John Broxis explains.
Within the merchant led E-payment Merchant Initiative (EMI, see below), one of the key
requirements is the delivery of credit transfer and e-mandate solutions that are based on
online banking and work at a European level. In respond to this demand, EBA Clearing has
launched the MyBank initiative. EBA Clearing is a provider of pan-European payment
infrastructure solutions. The company is owned by 66 of the major banks operating in Europe
and runs the high-value payment system EURO1/STEP1. EBA Clearing also manages the largest
processing infrastructure for euro retail payments in terms of participation: over 4.600 banks
across Europe are connected to one or more of its STEP2 SEPA Services.
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In 2011, EBA Clearing started its MyBank initiative to deliver an Online Banking e-Payment
(OBeP) solution geared at making it easier and safer to sell and buy goods and services over
the internet at a pan-European level. EBA Clearing is set to roll out the MyBank pilot in May
2012. The company is working with relevant stakeholders ranging from consumers to emerchants and banks to ensure that this new project meets their requirements and
expectations.
MyBank is a Europe-wide OBeP service which enables customers to pay for online purchases
through their familiar online banking interface. To be able to pay, customers will have to select
the MyBank button among the payment methods offered by their e-merchant. Customers will
then choose their bank and will be redirected to their bank’s online banking portal where they
log onto their account with their regular access data. They will find the details of their
purchase displayed in the online banking interface and will only have to authorise the
transaction to initiate the payment. The e-merchant will be immediately notified once the
transaction has been authorised.
The new service will be made available for banks and licensed payment institutions, in line
with the Payment Services Directive and the relevant regulatory requirements. Banks and their
customers will be able to expand their businesses in the e-commerce market via the SEPAwide service based on the pan-European interbank payment infrastructure.
MyBank will initially be designed for use with a browser, but can also be adapted for webenabled applications for smartphones or other devices. It is envisaged to extend the solution
to other payment methods and non-euro instruments in later phases. MyBank may also be
used to support e-identity services.
For European financial institutions, MyBank is an attractive initiative, as it is based on their
online banking environment, which they can further leverage without having to make any
significant infrastructure investments.
‘This is an environment that customers know and feel comfortable about because they use it
on a regular basis to manage their accounts and pay their bills, for instance. They also trust
their online banking platform because it is highly secured against fraud through the different
authorisation levels that are required for carrying out any transactions within this
environment. Another key advantage of a solution such as MyBank is that it allows Internet
shoppers to pay for their purchases without having to disclose their bank account or credit
card details to any third party, such as the e-merchant.’ - John Broxis, EBA Clearing
In order to achieve market penetration, MyBank has to meet the needs and expectations of all
parties involved, including consumer organisations, the e-merchant community, the regulatory
side, payment service providers and integrators. With this purpose in mind, during the first half
of 2010, the company’s strategy was documented in the form of a blueprint which defines the
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requirements of an online solution from a user perspective, which has been taken forward for
further stakeholder discussion and implementation.
Coming from such a trusted banking alliance, MyBank is very well positioned to address a
major hurdle which has prevented mass adoption of Secure Vault Payments, namely the lack
of consumer trust. In addition, EBA Clearing has considerable experience in managing the
process required for the successful deployment of Europe-wide network solutions, therefore
the initiative is likely to achieve its goal and succeed as a trusted payment method.

5.4 Merchants take a stand
During the Global E-commerce Summit of 2011, a group of merchants united in the Epayments Merchants Initiative to give a message that there is much to win in the field of ecommerce payments. The gave a call to action towards the payment industry to come up with
more efficient e-payment services which are less sensitive to fraud, have more cross-border
reach and lead to more sales conversion.
The position paper43 , in which major cross-border European web retailers and their
representative e-commerce member organisations have collaborated in 2011 (E-Payments
Merchants Initiative) presents the most pressing issues currently affecting the development of
the online payments industry. Within their position paper, EMI has set up ten
recommendations for card schemes, issuing and acquiring banks.

A) Improvement of existing products
Recommendation 1
Improvement of user experience of 3D Secure
Recommendation 2

Harmonise charge back and dispute processes of credit cards

Recommendation 5

More clarity on charge back rules with wallet systems
B) Development of new products
Recommendation 3
Recommendation 4

An international and interoperable OBeP solutions based on (SEPA) Credit
Transfers
SDD: introduction of e-mandate for (SEPA) Direct Debits and improvement
of one off direct debit rules

Recommendation 6

Interoperable pre-paid solutions

Recommendation 8

Cross-border cash-on-delivery solutions

Recommendation 9

Payment methods dedicated for phones and tablet, including e-authentication
options for ease of use (less input of data on the device)

Recommendation
10

43

Use e-authentication solutions to fight fraud and improve the buyer experience
of credit transfers, direct debit and credit cards, including for the mobile

The Paypers - 'E-Payments Merchant Initiative: final version of position paper on e-payments released', 2011
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channel
C) Regulatory issues
Recommendation 7

Clarity on the status of online banking overlay services (security versus
competition) and required standards

Besides the valid points that are made in the Position Paper, we see it as evidence of the
maturity of the e-commerce industry. The E-payments Merchant Initiative is one of the first
times we can report coordinated action by merchants directed towards the payment industry.
It will not be the last, so providers of payment services can expect web merchants that know
what they want.

5.5 Country-specific payment preferences at a glance
Within Europe, only credit cards currently have full reach of the continent, although they
remain constrained by concerns over fraud.
More than 40% of Europeans are expected to use online banking in 201244. Growth trends in
what regards online banking usage have been mostly stable in Europe over the past few years
– noteworthy exceptions being France where online banking adoption jumped 11% in 2010
and the UK where adoption has remained flat. Northern countries lead the way insofar as
online banking usage is concerned. Consumers in Europe’s north – from Iceland to Estonia –
are well ahead in online banking adoption due to a combination of wealth and enthusiasm for
technology. Mobile banking is also on the rise. Usage of mobile banking has jumped in
Germany due to the availability of better-quality smartphones, affordable data plans and new
banking apps.
Payment preferences vary widely over European countries. Below we present the market
share of payment methods per county:

Austria
In Austria many online payment methods are used. ELV as well as multibank payment method
EPS (Electronic Payment Standard) represent more than a third of all online payments. EPS is
one of the most popular means of payment for online shopping in Austria, as 80% of all
merchants in Austria use EPS in their shops.

44

Deutsche Bank – 'E-banking snapshot', 2011
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Belgium
In Belgium consumers primarily use cards and online bank payment methods to pay online.
Notably, credit card fraud on the iInternet has almost doubled in three years in Belgium,
according to a representative of the Federal Computer Crime Unit (FCCU)45. The number of
Belgians having their credit cards used fraudulently on the Internet has reached several
thousand each year, but exact figures have not been revealed.

Bulgaria
From a total of 82% of Bulgarian cardholders who use the internet, 33% of them pay their bills
online or make purchases via online websites

Czech Republic
Czech consumers, like others in Central and Eastern Europe, in great majority pay by cash-ondelivery followed by bank transfers and credit cards. E-wallets and pre-paid cards are also
used. In the Czech Republic, 70% to 80% of online purchases take place via mail order in the
Czech Republic. The percentage of other online payment methods used in the country,
including credit cards, is insignificantly small. On a comparative basis, the situation in Western
countries is reversed, as cash on delivery comes only third in the consumers’ top preferences,
while the dominant payment method is credit card (for almost 80% of the cases). Banks in the
Czech Republic are trying to come up with online systems that allow them to offer online
payment and also set a more favourable charge than in the case of a credit card.

Denmark
Credit and debit cards are used for the vast majority of online payments in Denmark (89%).
Most of these are via the Danish national debit card Dankort that can be used both offline at
points of sale as well as online. Other payment methods used in Denmark are online bank
payment methods, invoice or cash-on-delivery46.

Finland
In Finland online bank transfers are frequently used to pay online. The services are offered by
individual banks such as Nordea, Sampo, OKO and Aktia. This is followed by cards, invoices,
cash-on-delivery, e-wallets and mobile payments. Nordic consumers decide on the online
payment method according to ease of use, security and price. Thus, credit and debit cards rank

45
46

The Paypers - 'Two-fold online credit card fraud increase in Belgium within three years', 2009
DIBS Nordic E-commerce Index, March 2009
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highest in terms of their preferences, as a whole, followed by online bank transfers and
invoices. In spite of differences in terms of consumer habits and shopping patterns in the
Nordic region, the distance selling market is showing sustained growth because of the
popularity of online commerce, the wide range of products and services enabled by the
internet and significant customer demand. This is why it has enough potential to become a
challenge for companies and customers to get more involved in such activities.

France
For online purchases, the French consumers prefer to use bank cards, including Carte Bleue,
private cards or store cards. This results in credit card transactions representing 80%47 of the
total online preference. In the first six months of 2011, the turnover for all electronic
commerce websites from France reached EUR 17.5 billion, up by 20% since 201048. On the
previous year, e-commerce revenues totalled EUR 31 billion of the EUR 36.2 billion registered
in the country’s remote sales. Currently, France has 90,000 retail websites, including 20,000
new sites created in 2010.

Germany
Prepaid cards have grown the fastest in 2011, with current value growth of 15%, while debit
cards, charge cards, credit cards and store cards have all seen growth rates of between 3-5%.
In terms of payment volume, growth rates have even been higher because consumers are
using cards for micropayments more frequently. Overall, card volume has seen only weak
growth because debit cards, which make up the bulk of all cards, is already a saturated
category. The number of transactions made via cards has increased from 2,698.1million in
2010 to 2,831.6 million in 2011, with 97.9 million via credit cards and 2,188.7 via debit cards.
The value of electronic direct/ACH transactions has also grown in 2011, reaching 5.3 million49.

Hungary
In Hungary cash-on-delivery is most often used to pay online followed by bank transfers and
credit cards. E-wallets are used to a lesser extent. Pre-paid cards received a boost with the
introduction of open-loop pre-paid contactless MasterCard PayPass cards by OTP Bank in 2009.
The product was heavily promoted and now there are around 30,000 such cards in circulation,
18,000 of which are pre-paid cards.

47

Cybersource - 'Global Payment Options', 2011
The Paypers - ' France: e-commerce hits EUR 17.5 billion in turnover in H1 2011', 2011
49
Euromonitor International - 'Financial Cards and Payments in Germany', 2012
48

55

Online payments 2012 - Europe: building a vivid e-commerce market

Ireland
Debit and credit cards are used to pay online. Irish debit card Laser is the most popular, but
Maestro and Visa Electron are used as well.

Italy
In Italy consumers primary use credit cards to pay online although cash-on-delivery and
alternative payment methods are also frequently used.

The Netherlands
Netherlands: Nearly 70% of the Dutch population shops online and 10% of all purchases in the
Netherlands are now made online, with iDEAL being the favourite payment method. Currently,
more than 40,000 businesses and institutions in the Netherlands accept iDEAL payments.
Moreover, iDEAL is also expanding its position outside regular e-commerce as the use of iDEAL
payments for admission tickets and public transport rises steeply. iDEAL has seen its 250
millionth transaction completed at the webshop Fietspunt.nl since the online payment method
was introduced in 2005. The success of iDEAL among consumers resides in the fact that it is a
safe and user-friendly payment method, while merchants value the guaranteed payment.
Furthermore, the product was launched to the market with the support of the home-shopping
sector.

Norway
In Norway, cards are the most common way to pay online. Online bank transfers, such as
through the multi-bank service BankAxess as well as invoices are also used to pay online. Cashon-delivery and e-wallets are much less popular.

Poland
In Poland the most popular methods of payment are cash- or card- on-delivery and by bank
transfers. Bank transfers are often standard credit transfers, sometimes initiated offline, but
can also be conducted through one of the many mono-bank online bank payment methods.
There was a noticeable marginal recovery in credit cards in 2011. The number of issued credit
cards grew by 2% compared to 2010.

Romania
Romanian consumers primarily use offline payment methods such as cash-on-delivery and
bank transfers to pay for online purchases. Credit and debit cards are rarely used. In 2011, the
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value of card payment transactions has reached RON 18.03 million. Out of 9 million cards in
Romania, only 200,000 have the 3D secure standard activated, which is used by the Verified by
Visa system. The e-commerce market exceeded EUR 160 million by the end of 201150 .During
the first three quarters of 2011, the volume of online payments increased by 11% as compared
to the same period last year, reaching EUR 121.4 million.

Russia
Russians still believe in cash. Many of them do not trust banks, while credit cards are rare.
Debit cards are mainly used to withdraw salaries from cash machines. The lack of card
infrastructure is substituted by various electronic money solutions, including SMS-based billing
systems. Most online payment systems here are mainly developed for the Russian online
community: e-wallets, such as WebMoney, Yandex.dengi, QIWI, Kredit Pilot, e-port, moneta,
Rapida systems (many of them are processed through Cyberplat and Assist). Some local banks
offer online credit card processing services (ImpexBank) and there are also third party payment
processors (Chronopay).

Slovakia
Slovak consumers mostly pay by cash-on-delivery followed by bank transfers and credit cards
while e-wallets and pre-paid cards are also used. Slovakia and the Czech Republic remain
different from the rest of Europe, as shoppers in these countries prefer to pay for their orders
upon delivery. Over half of Slovak online consumers use this payment method whereas two
thirds of the overall value of purchases is arranged as payment upon delivery.

Sweden
In terms of transaction volumes, the Swedish payment system is dominated by the giro
systems, the Bankgirot system and the Postgirot system, which account for more than 71% of
all non-cash transactions. A growing proportion of the transactions in both systems are
initiated electronically around 86% in terms of value - and both the Postgirot and the Bankgirot
administer systems for credit transfers initiated electronically via the internet.

United Kingdom
Credit cards are the most frequently used payment method for online purchases, representing
40% of online transactions. Debit cards stand at 35%, while PayPal is the third most used
payment method. Other methods combined represent the remaining 4%.
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6

Latin American: a promise for payments

Latin America, which includes South and Central
America along with the Caribbean region, has so
far been subject to less scrutiny than other
regions with similar growth potential. Attention
has, understandably, been mainly focused on
Brazil, the country with the largest population and
the biggest online market in Latin America.
However, other countries and sub-regions, such
as Argentina, the Caribbean and Central America,
also warrant attention: by 2015 some of the Latin
American countries are expected to display
equally high or even higher online penetration
rates than Brazil, having growing consumer
purchasing power and are emerging as
ecosystems ripe for the massive adoption of
online financial services.
Compared to other rapidly developing regions, Latin America is culturally more homogenous,
particularly in terms of language and divisions between social classes. This makes Latin
America a fertile ground for expansion for companies which are looking to use the online
channel to tap into the market. Skrill, Pay.On, Ukash and Adyen are good examples of
companies that are aware of the persistent growth in many Latin American markets and take
advantage of the rising demand for international payment processing.

Figure 8: Internet usage in Latam. Source: Internet World Stats, 2012
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In the past year, the internet population across the region has increased from 112.7 million
visitors in 2010 to 217 million visitors in 2011, as the region’s digital ecosystem continued to
grow and develop, and thus confirming existing trends such as the huge popularity of social
networking, while also opening the door to new possibilities, including e-commerce. In the last
years, Latin America has witnessed some of the world’s fastest growth in online business.
The growth in Latin America is attributable to a series of factors that include advances in
technology, changes in consumer activities and the rapid development of the internet and
broadband access. However, the region does present its challenges, mainly related to the fact
that e-commerce taxation in Latin America is tied to the existing rules for physical-world
taxation. In addition, retailers still face obstacles in converting many consumers to online
shoppers due to concerns over transaction security, the availability of payment options and
the selection of goods available and also a preference for bricks-and-mortar purchases.
This chapter provides an in-depth look at what Latin America has achieved so far on the online
financial services front and where the region is heading next.

6.1 Gap between fixed internet and mobile penetration
The whole Latin-American region counted 217 million internet users in 2011 (accounting for
nearly 36.7% of the total region’s population), as illustrated by the graph above. Latin
Americans use the online channel for various activities, including communication, social
connection, information and commerce.
There are a number of common characteristics shared by all Latin American sub-regions as far
as mobile versus online financial services deployment and adoption is concerned. These
common features currently shape the region’s mobile landscape and trace the main
coordinates that are likely to impact its future development.
The first such common denominator is the fact that all across Latin America mobile phone
penetration is very high, unlike fixed internet and fixed phone line adoption. Overall, Latin
America has 89% mobile penetration. Argentina leads the way with 130% mobile penetration,
followed by Venezuela (98%), Chile (97%), Colombia (92%) and Brazil (90%)51. Another
common characteristic shared by Latin American territories is the fact that prepaid usage
trumps contracts as far as mobile phone ownership is concerned. This is partly responsible for
the high rates of mobile penetration across the region, as consumers often own more than one
prepaid mobile account.

51

Fortumo - 'Mobile penetration in Latin America and the Caribbean', 2010
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Figure 9: Mobile vs. Internet penetration. Source: MobiThinking, Internet World Stats, 2011

The prevalence of the mobile over fixed-line internet means that the mobile handset is likely to
turn into consumers’ main access portal to the internet. Moreover, mobile is emerging as the
main (sometimes the only) channel via which large numbers of consumers can be reached
simultaneously. This state of affairs makes the mobile channel the only thing banks and thirdparty payment service providers will want exploit.
The big gap between internet penetration and mobile penetration also means that in Latin
America, financial services offered via the mobile do not face serious competition from online
financial services. Unlike developed markets, where the mobile channel is more often than not
an alternative to established payment instruments such as credit or debit cards, in Latin
America mobile financial services have the potential to be the only option, particularly for
unbanked consumers.

6.2 A start-up hot-spot
Last year, we highlighted the US’ start-up scene. This year, the looking glass is on Latin
America, where internet start-ups are also popping up everywhere. Benefiting from the
growing e-commerce market and the high consumer confidence and strengthened by an
increasing number of Western entrepreneurs moving to the region, the local start-up scene
has flourished and new players are quickly attracting foreign investments. Below we present
some of these start-ups which we believe they emphasise the importance of social networking,
mobile and group buying model in the region:
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BuscaPe
Already present in Argentina, Brazil, Chile, Colombia and 16 other countries in Latin America,
BuscaPe compares prices of over 7,000,000 products sold by 60,000 stores. It is also
responsible for the shopping section of more than 100 portals, including Microsoft MSN, Abril,
Globo and R7.com.

clickOnero
Launched in 2010, clickOnero is an online business model similar to Groupon.com in the US.
The company offers group discounts for restaurants, bars, concerts, many events, museums,
among others.

Compra3
Compra3 is a group buying site, complete with social networking features. The site exclusively
targets the Brazilian market at the moment, although the company is considering some
options for expansion to Spain and the US. The social networking features include customer
profiles, the ability to view recently purchased products and recommended products and vote
and comment on others’ recommendations, and integration with Twitter, Facebook and other
social media sites.

Eventioz
Eventioz is an Argentinian online event registration service, similar to EventBrite or Amiando,
which help its clients manage all steps of their events, from publishing to invites and
payments. It is free for event organisers but takes a 5.99% commission on registrations. Its
clients’ list includes Endeavor, McDonalds and Telefonica.

Mentez
Mentez is a publisher of social applications, mostly games that can be played on social
networks. It claims to have 22 million weekly active users on Orkut and 10 million monthly
active users on Facebook. Actually, it is so close to being ‘the Zynga of Latin America’ that
Zynga chose Mentez as its partner to expand in the region and sell its pre-paid cards through
the Paymentez platform. Paymentez transactions can take place at physical retail points, many
of them within cyber-cafes.
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Movile
Movile is a mobile services company located in Sao Paulo with offices in Argentina, Colombia,
Mexico, Venezuela and Uruguay. It provides mobile entertainment content, m-payments for
virtual goods, marketing services and HTML5 applications distribution (with Zeewe app store)
to “more than 100 million active users worldwide” (B2B and B2C).

PagosOnline
Dubbed “the Colombian PayPal”, PagosOnline integrates different payment solutions including
local credit cards, but also bank transfers and cash payments. PagosOnline’s business is not
limited to its home country: it is currently expanding through the region and started
operations in Argentina, Brazil, Chile, Mexico, Panama and Peru via its division
LatinAmericanPayments.

Restorando.com
Restorando.com is an online restaurant booking service similar to OpenTable launched in
October 2010 by Argentinians Frank Martin and Franco Silvetti. The service is free for diners
and a fidelity programme means that they earn free meals after a certain number of bookings.

Savelocal
Savelocal provides location-based deals on mobile devices.

Smowtion
Smowtion is an Argentinian tech company focusing on online advertising and helping
publishers to monetise their content. It has offices in Buenos Aires, Mexico City and Miami and
is also represented in Spain. The platform itself is available in 8 languages (Russian, German
and Dutch being the latest additions). The company claims to connect advertisers (from Adidas
to Unilever) to 217 million unique users per month thanks to a network of over 120,000
publishers around the world.

Vostu
Vostu is a social gaming company but initially a social network for Latin America with a strong
presence in Brazil.
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6.3 Virtual goods: micro-transactions, macro-revenues
Virtual goods have taken off in Latin America through online games and social games on
Facebook. Users play these games for free under a free-to-play business model, but they pay
small amounts of real money for virtual goods. The virtual goods market in Latin America is
currently USD 336 million, with Brazil leading the market (USD 165.5 million in virtual goods
revenues in 2010), followed by Colombia at USD 44 million, Mexico at USD 42 million,
Argentina at USD 19 million and Peru at USD 15 million.

Figure 10: Top markets for digital goods. Source: SuperData Research, 2011

Latin America’s virtual goods market is expected to grow to USD 517 million in revenues by
2012.

6.4 Online payment methods
Despite internet popularity, online payments have been lagging behind. People often mention
security concerns as one reason for not shopping online or are simply unfamiliar with how to
buy via the internet.

Figure 11: Online payment method usage in Latam. Source: VISA, 2011
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76% of online payments are done with credit cards. Generally, accepting major international
card brands opens the way to reach a crucial mass of online shoppers. But in Latin America,
the lack of flexibility with regard to online payments is often cited as a main concern, as some
Latin America e-merchants only allow payments by their own private-label credit cards.
Websites that do accept Visa and MasterCard usually do not allow cross-border card payments
by people living in a different Latin American country. This restriction is designed to prevent
fraud.
Cash-based systems are pretty popular, as well as services that allow customers to make use of
different payment options like e-wallets. E-prepag, for instance, is an important credit
distributor in the Latin American game market, offering online and offline sales channels and
enabling customers to pay with all main local methods (including cash).
Many Latin American countries face challenges and risks in collecting payments and managing
collected funds. Paysafecard targets users who either do not own or are reluctant to using a
credit or debit card for online purchases and other micro payments on the internet through its
prepaid vouchers. Paysafecard vouchers function like a charge card for mobile phones. When
making a payment, customers’ financial privacy remains fully intact. The voucher features a 16
digit PIN code needed to complete a transaction. The amount paid is then debited from the
paysafecard balance, which can be checked online. Users authorise payments by entering a
PIN code, similar to the system used with prepaid phone cards.
Ukash, the UK voucher-based prepaid online payment services provider, joined forces with
international online payment gateway and fraud management services provider First Atlantic
Commerce (FAC) and transactional payments company Mercadotecnia Ideas y Tecnología to
introduce Ukash voucher payment solutions, including multi-currency voucher issuing and full
and partial voucher redemptions on the Mexican market. Ukash also teamed up with Rocalix
S.A. to make Ukash vouchers available at 300 sites in Uruguay. Rocalix made this possible
through its partner Redpagos, a domestic provider of financial services including currency
exchange, mobile telephone airtime top-up and bill payments. As a result of the agreement,
the Uruguay-based consumers who do not have access to credit and debit cards or those that
are fearful of online fraud can purchase Ukash vouchers, available in denominations of USD 20,
USD 50 and USD 100, and use them to shop, pay and play online.
There are a number of alternative payment options for Latin Americans. In Mexico,
transactions are cash or debit based, offline bank transfers are also popular and there is the
prepaid Todito Card. In Brazil, almost 30% of online payments are made via Boleto Bancário
system, besides the ‘real time bank transfer’ system of DebitoOnline. Pago Facil is a cash
payment method for Argentina. There are also a number of prepaid cards that are accepted
elsewhere, such as in Uruguay.
MercadoPago is a PayPal-like service associated with MercadoLibre, an e-commerce and
auction website. Just like PayPal, the MercadoPago online payments service enables any
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individual or business registered with MercadoLibre to send and receive payments online via email accounts. The direct payments service facilitates the completion of transactions online
and operates as an escrow service, which reduces the settlement risks that customers face
while making transactions. The service has been made more user-friendly by cancelling the
requirement according to which consumers must pay for the cost of escrow to make their
payments more secure.

CASE STUDY: Boleto Bancário – a successful blend of online and offline
Brazil is by far the biggest online market in Latin America, with about 45 million Brazilians
shopping online. In terms of sales volume, the country nowadays already represents 3% of
total online global sales. This is a highly dynamic market with many successful domestic ecommerce businesses.
The online payments space is still non-regulated mainly because there are still few players, like
Uol and Mercado Livre, which command the largest part of Brazilian transactions. As they did
grow fast, however, their services are not quite efficient, prompting many Brazilian merchants
to set up their own methods of collecting the funds from their customers52.
In terms of online payment methods, Brazilian consumers prefer to pay for their online
purchases via local credit cards. But 90% of the cards in Brazil are not enabled for cross-border
transactions due to strong currency controls. As a result, consumers are forced to use mostly
local credit cards. Visa and MasterCard-branded cards are the most popular options for paying
online, each of them accounting for 43% and 32% market share, respectively53.
However, many customers also prefer to pay for products via payment methods that require
an offline step, like Boleto Bancário. This payment method, which accounts for around 30%
market share, is highly preferred by Brazilian consumers who are still reluctant to make
payments online due to security issues because it does not require people to share any
important personal data online. Another advantage of this payment method is the fact that
unlike credit cards, where customers can simply call their bank and revert the payment via the
chargeback process, when money arrives for an offline payment, there is no opportunity to
automatically cancel the payment. Instead of having to keep a reserve of money for up to six
months to cover credit card chargebacks, money received by offline payment can be used
immediately.
Boleto Bancário is a cash voucher and it already opened the e-channel for a larger audience.
Nowadays, given the massive reliance of Brazilian consumers on bank cards for online
purchases instead of cash, it has the potential to enlarge the opportunities for online systems
besides credit cards.
52
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Exclusive interview with Alphonse Voigt, CEO Boleto Bancario / EBANX, published in Online Paypers, Vol 5, Issue 5
Global Collect, "Winning Payment Strategies for BRIC Nations"
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The payment process is very simple. The merchant website generates a Boleto Bancário for his
customer, namely a financial document issued by a bank which enables clients to pay the exact
specified amount to the receiving party. Then the customer pays the Boleto Bancário in any
Brazilian bank. After the related payment is detected by Boleto Bancário Pay, the merchant is
immediately notified. At this moment, the payment is confirmed and the merchant can ship
the product or release the services for his customer.
Boleto Bancário is integrated with all Brazilian banking system, allowing any Brazilian citizen to
pay their bills at the preferred location such as banking terminals, ATM’s, lottery shops and
also via internet banking. It has 100% Brazilian territory coverage as all banks in Brazil accept
payments through boletos54.
Boleto Bancário can certainly be very useful for international merchants and PSPs willing to
boost their sales in the market with higher growing rates. The key factor to these merchants
and PSPs is to partner with acquiring processors that have the ability of collecting locally
through all Brazilian methods available, not only international credit cards, and pay them
abroad efficiently, just like BoletoBancário.com / EBANX does.

6.5 A closer look at the main markets
Brazil
During the last years, Latin America has registered an up-going trend in online transactions and
Brazil is considered the most important e-commerce market, accounting for 62% of the entire
region’s online sales. According to research55 , e-commerce transactions in Brazil are expected
to reach USD 22 billion by 2016, up by 178% as compared to 2010.
Regarding e-payment methods, Brazilian consumers prefer bank cards, according to the
“Global Payment Options” released by CyberSource.
However, 90% of the cards in Brazil are not enabled for cross-border transactions due to
strong currency controls. As a result, consumers are forced to use mostly local bank cards. Visa
and MasterCard-branded cards are the most popular options for paying online, accounting for
43% and 32% market share, respectively56. The same source mentions that almost 53% of
online card transactions are based on installment credits, which allow buyers to finance their
purchases with partial payments made over a period of time.
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Figure 12: Online payment method usage in Brazil. Source: CyberSource, 'Global payment options', 2011

Yet, the limited number of residents connected to the internet as well as the regulation which
forces Brazilian consumers to rely on local bank cards determines them to hold on to cashbased transactions. Therefore, Boleto Bancário is another dominant e-payment method across
Brazil, accounting for 13% market share. This payment option has been presented in detail in
the Case Study above.
Other payment options include MercadoPago and a large variety of prepaid cards such as
Aura, Astropay Card, or the PanAmericano MasterCard Prepaid Card.

Mexico
In Mexico, online sales are expected to reach USD 3.4 billion in 2016, up 209% from USD 1.1
billion registered in 201057. Nearly a third of the Mexican population (representing 40 million
consumers), are online, but many Mexican consumers remain worried about being defrauded
by online retailers. Mexicans prefer to use bank cards, with a very high percentage consisting
of POS-only cards requiring a PIN.

Figure 13: Online payment method usage in Mexico. Source: CyberSource, 'Global payment options', 2011
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Chile
Online sales in Chile reached over EUR 500 million in 2011 (USD 169 online retail sales per
capita). The country currently counts with the largest percentage of people who use online
banking services in Latin America at 34.8%58. Chile is followed by Brazil with 30.5% and
Argentina with 24%, as far as online banking users are concerned. Moreover, the percentage of
users of e-banking services in Mexico and Colombia was shown to be lower, at 14.7% and
21.7%respectively.
For the country's most important brands, online sales account for 10% of the total sales.
Experts have foreseen that 25% of all retail sales will be made online by 2015.

Argentina
As a result of the growing number of internet users and the increasing penetration of ecommerce services within large and medium enterprises, e-commerce in Argentina is expected
to grow 25-30% this year, as compared to ARS 5.24 billion (almost USD 1.36 billion) registered
in 2009, according to BNamericas, citing the director of local consultancy firm Prince & Cooke.
B2C sales account for nearly 5% of total sales in the country, while the C2C segment generates
the rest, the same source indicates. Almost 26% of internet users buy products and services via
electronic commerce channels. By the end of 2010, their number is expected to reach 26
million.

Colombia
In Colombia, online retail sales have jumped to USD 23 annually per capita, representing the
most significant year-on-year growth in Latin America at 71.3%.
This figure is far from the one recorded in Chile, which is the region leader with USD 169 online
retail sales per capita. Nevertheless e-commerce becomes stronger in Colombia, with imports
of ICT goods per person representing between USD79 and USD 105 per annum and person,
during the Q3 2010 - Q3 2011 interval.
The country is leading when it comes to the number of internet users (483 per 1,000 residents)
which is above the region's average of 375 and that of countries such as Brazil (420) and Chile
(467). Furthermore, the internet domain name registrations have increased from 1 per 1,000
residents in Q3 2009 to 50 in the same period in 2011.
When it comes to social networks, Colombia is the country with the third highest number of
users (295 per 1,000 residents), after Chile (480) and Argentina (357). Meanwhile, the number
of fixed broadband subscribers has grown from 37 per 1,000 residents in 2009 to 61 in 2011,
representing the greatest year-on-year variation among the countries in the region (24%).
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North America: setting the scene for e-payments

The North American, and particularly
the US market can be seen as the
laboratory for online payments for the
rest of the world. In no other market,
so many new products are tested and
nowhere the usage of alternative
payments is as high as in the US. On the
other hand, this innovative spirit is not
characterising for the whole market, as
the majority of online shoppers relies
on credit cards.
An overview of the online payments
market shows a great variety of
systems, ranging from credit cards, electronic currency, and mobile systems to payment
services via online banking. However, when analysing their actual usage, there is still a clear
lead for credit cards. But for how long will credit cards remain prevalent in terms of consumer
usage? Changing market trends have created new opportunities for alternative payment
methods and practices, which have made rapid headway among consumers and merchants.
US have already set the scene for global players, which will have a lot of influence on the other
markets, thus signalling the way forward for other regions. The main trends which are
prevalent in the US in the online retail market are also applicable to Canada, a market in which
the competitive retail environment is expected to intensify. Amazon has already extended its
e-commerce offerings in this market, Wal-Mart has started selling online in Canada and US
discounter Target has revealed plans to open stores in this country in 2013.
This chapter provides an overview of the North American online landscape and covers the
payment methods in use. We will specifically cover the duel between credit cards and
alternative payment options, which are both trying to grab their share of this highly dynamic
market.

7.1 E-commerce witnesses steady growth
The North American e-commerce landscape is the largest and most developed in the world.
The region has a strong home shopping culture which predates the online channel. Consumers
have long been comfortable placing orders via phone for products they had only found in
catalogues or on television. With the emergence of the internet, buying online came as the
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next logical step for the North American buyer. In addition, the region has the highest internet
penetration rate worldwide (78.3%), followed by Europe (58.3%)59, an indispensable factor
with an enormous impact on the continent`s e-commerce growth rate.
Companies are more focused on e-commerce and international initiatives and as a result,
retailers have introduced e-commerce as a new segment in their businesses. Price,
convenience, the availability of free shipping, reduced concerns about security, daily deals and
flash sales as well as the use of mobile devices to compare prices are some of the factors
mentioned in various studies, which have prompted consumers to increasingly shop online.
Within the past years, the number of US online shoppers has witnessed a constant growth,
from 163.1 million registered in 2009, to 172.3 million in the following year and USD 178.5
million in 2011, while in terms of revenues, it seems that US e-commerce has defied the
general economic downturn, registering consecutive quarters of year-over-year revenue gains,
some in double digits:

Figure 14: E-commerce revenue development in US. Source: eMarketer, 2011

According to estimates60, the US retail e‐commerce market will continue to increase at a 7.5%
compound annual growth rate during the next five years, reaching USD 444 billion by 2016.
While North America saw an economic downturn in 2008, e-commerce still remained one of
the only sectors with a positive growth on the market. After the recession in 2009 contributed
to a slowdown in growth rates, the online retail market recovered in 2010 due to improved
economic conditions as well as increased consumer confidence and recorded significant
growth. For the coming year, the main worry is this consumer confidence: sources provide
mixed signals. According to a poll conducted by market research company Nielsen, US
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consumer confidence has dropped to levels last seen during the financial crisis. Furthermore, 9
out of 10 Americans believe the country is still in a recession, the same source indicates.
Unless these concerns are addressed, consumers’ lack of trust in the present state of the
economy could have serious repercussions on the future growth of the e-commerce sector.
Recent projections indicate that the double-digit growth witnessed by this segment in the past
five years will slow to 7-8% over the next three to five years61, while the majority of 2012
estimates for this market fall in the USD 200 billion range, which is a modest increase year-onyear.
The figures regarding the share of purchases made online confirm a familiar picture: e-business
still plays a rather marginal role in the US retail sector. The web’s share of all retail sales grew
only from 2.9% to 4,3% from 2006 to 2010, while in 2011 the e‐commerce market accounts for
4.8% of total retail purchases62. So in spite of strong growth, online sales in the US as a
percentage of retail sales now fall below the level of several European countries (e.g. the UK,
with 12% or France with 7.3%63).
Nevertheless, North America has still some aces up its sleeve: consumers’ expanding ability to
go online not only from work or home PCs, but also via mobile phones, tablet devices, video
game consoles and internet-connected television sets. A significant role will also be played by
the new shopping models, like online daily deal offerings, flash sales, digital book and music
downloads and the ability to customise merchandise.
Mobile commerce (or m-commerce) could have a positive impact on the total e-commerce
volume within the next years. And It is expected that mobile purchases will make up a much
larger share of transactions than they have in the past, however, possibly accounting for one
quarter of all purchases.
On the opposite side, consumers still voice concerns around the security and easiness of the
purchasing process64. The main worries root around internet non-connectivity, difficulty in
proper product visualisation, security issues, as well as slow interaction with the retailer
website.
Furthermore, a growth in m-commerce transactions would also trigger the necessity to
develop a fraud detection mechanism capable to cope with fraud-related issues specific to the
mobile world. Some forecasts65 indicate that by the end of 2013, 12.5% of all e-commerce
transactions will be mobile, as a result of the rapid adoption of smartphones. It needs to be
stressed, however, that such prospects will not materialise unless online payment services
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providers keep constant track of market trends, consumer demands and competition in this
challenging market environment. What remains certain is that payment technology manages
to keep pace with industry changes and to cover such a diverse range of needs.
Online retail sales in the US will continue to grow in the coming years, helped in part by
consumers’ broad internet connectivity options and their increased familiarity and satisfaction
with e-shopping. Although economic growth remains soft, unemployment rate high and
financial markets in turmoil, the US and Canada are still the dominant markets for e-commerce
and much of the innovation and trends that we describe in section 1, starts here. Most of the
newly developed services we cover in the second of section 1 started in the US and we see no
reason for this to end soon.

7.2 Signalling the way forward on the online payments front
As mentioned, the US payments landscape is the global laboratory for e-commerce payments,
with global internet giants of the likes of PayPal, Google and Amazon as well as the card
networks testing new propositions. Local bank-controlled entities, such as NACHA are at the
same time trying to grasp some market share. Main themes in the US market are the blurring
distinction of online and offline and the development of mobile commerce. Also, large players
are enabling developers to base new propositions on their networks.
PayPal, is determined to hold on to its dominant position as dedicated online payments
provider, but also trying to maintain growth by challenging traditional payment systems,
including Visa and MasterCard. In October PayPal revealed plans for a magnetic-stripe card,
which allows consumers to use their PayPal accounts in physical stores instead of just online.
As mentioned in part 1, PayPal also announced an in-store payments technology both via
mobile and point-of-sale systems to be tested with national retailer Home Depot. Via this pilot,
customers are able to pay for items via their PayPal account at Home Depot’s point of sale
systems.
Credit card networks, which still process the vast majority of e-commerce payments, adopt
various strategies to ensure that their role in the payments world remains dominant. Visa and
American Express have ramped up efforts to challenge the supremacy of payment provider
PayPal via a series of e-commerce offerings, partnerships and acquisitions.
Incumbent payment services providers will likely continue to pursue acquisitions to acquire
new product capabilities and expand into attractive new market segments. Furthermore, they
are all rushing to announce new payments services or new capabilities, in a battle to establish
a foothold in the market. It will be interesting to watch how these industry players will
approach the digital market in 2012 and how they will defend themselves against their
competitors.
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7.3 US Payment mix
The online payments market in the US is being dominated by credit card usage. Last year, we
saw an increase in the use of debit cards but this is expected to decrease by the impact of the
so called Durbin Amendment, limiting the interchange that an issuer can collect from
merchants for debit card transactions. The effects of this policy measure are shown by the
forecasts in . Credit cards are expected the lost debit card transactions, assuming that the
Durbin Amendment will stay in effect.
Furthermore, the researchers from Javelin expect a rise of the use of prepaid and gift cards for
paying online, mostly by people with fraud concerns or limited access to the other payment
methods.

Figure 15: Online payment method usage in US. Source: 'Online retail payments forecast', Javelin Strategy &
Research, 2011

7.4 The banking system is slowly adopting the e-channel
Online banking in the US lags behind compared by some Western European markets and
penetration of so-called personal financial management tools is low. ComScore66 does report
substantial growth of online banking usage among US customers in 2011, but also indicates
that there is a lot to gain in terms of customer awareness: many potential customers simply do
not know about the service. They advise banks and financial institutions to focus on customer
satisfaction using the online and mobile channel as these become important for their brand.
We might see this translate into online payments as well.
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Unless financial institutions start to innovate, their role in online payments will become smaller
and smaller. Where once consumers trusted banks with their finances, the credit crunch and
the process of globalisation have driven a shift in consumer trust away from banks while
simultaneously enabling non-bank service providers to enter the financial services market.
US banks are aware of this and teamed up in a joint venture ClearXchange that will provide
peer-to-peer (p2p) payment service via email and mobile phones. The initiative is commonly
seen to be designed to take back market share from PayPal in the p2p segment. The banks that
started the service (BoA, JPM Chase and Wells Fargo) plan to open it for new banks to step in,
but almost one year after introduction, we’ve seen none.
The ClearXchange service comes roughly one year after the first US banks implemented Secure
Vault Payments (SVP), owned by the US association of clearing houses NACHA. SVP involves a
system by which consumers can pay online merchants by accessing their online banking
program. SVP is by definition bank-controlled and offers bank participation interchange
income. The principle of this online payment service is quite simple. When a consumer makes
an online purchase, and he chooses the SVP option, he is directly led to her own online
banking portal. There he can log in using the usual procedures when logging in for online
banking. Also the authorisation process is done within the online banking environment, similar
to the successful payment method iDEAL in the Netherlands. Throughout 2011 and the
beginning of 2012, banks are joining SVP. The network is however mainly popular with smaller
banks and only one top-10 bank has joined so far.
Altogether, banks cannot afford to underestimate the importance of the online channel. New
payment providers offer more benefits to merchants, such as providing discounts on
purchases, running promotions and providing loyalty/reward programs. The merchant
community can play a significant role in expressing their needs for internet payment methods
which better match their requirements. This will raise the awareness among banks that ecommerce is a profitable business sector. Keeping up with the customer is a challenge banks
must face. Banks that take the lead in leveraging the full potential of the web will be able to
monetise the channel.
Online banking services providers now have to shift their focus from customer acquisition and
popularising the use of internet banking as alternative to traditional banking, and concentrate
more on the diversification of their online financial services, boosting customer loyalty and
consumer confidence in the safety of the online channel. Addressing the consumers’ specific
demands should become the main element of US banks’ new value propositions. Payments
may be a good way to do so.
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7.5 Alternative payment systems steadily gaining ground
The US is probably the market where alternative payment methods are most successful.
Different demographic groups tend to gravitate around different payment options. And while
alternative payment methods certainly appeal to the underbanked and unbanked, all types of
consumers, including those that hold credit cards, are adopting convenient alternative
payment methods. Alternative payments are also the answer to merchants’ quest for a
mechanism to lower shopping cart abandonment rates, payment processing fees, and raise the
appeal of online shopping to specific consumer demographics.
In spite of the availability of numerous traditional payment choices (credit and debit cards) at
checkout, alternative online payment platforms such as PayPal, Amazon Payments and Google
Checkout, continue to gain market share, to the detriment of the incumbent players in the
payments field. According to industry observers67, there are two main factors which have
contributed to the growth of these alternative payment options: the promise of lower costs for
merchants and the ‘portability’ of online payments, which enables consumers to checkout with
a single user name and password, without the need to disclose credit card details.
Changing the attitudes of card-centric consumers online is very difficult. The fact that
consumers are already accustomed to using credit cards and the existence of alreadyestablished networks of retailers who accept credit cards for payment online are undeniable
advantages. Nevertheless, an important area of concern inhibiting online transactions remains
the security of payment methods, an issue credit card-based methods and even online banking
still need to address. Will consumers return to higher usage of credit cards, as a result of an
improving economy? Will credit cards ever regain their former pre-eminent place in the US
electronic payments landscape? Such questions have a wait-and-see response. What is certain
is the fact that the market share of card-free payment options will continue to grow. The battle
could be far from over.
Recent research68 indicates a significant shift in the balance between credit and non-credit
card use for online purchases. With changing market conditions and new regulations causing
credit cards to regain transaction share, credit cards are expected to increase their share for
online purchases. Between 2007 and 2010, credit card use for online purchases dropped by 17
percentage points from 80% to 63% as a result of a combination of increasing unemployment
rates, a surge of credit delinquencies and late payments and a subsequent tightening of
revolving consumer credit. As the economy is expected to improve and regulatory conditions
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increase the attractiveness of credit‐based options, Javelin forecasts a 10,2% CAGR for credit
cards, resulting in a volume jump from USD 124 billion in 2011 to USD 201 billion in 201669.

Figure 16: Credit card volumes online. Source: Javelin Strategy & Research, 2011

An alternative payment option that is growing remarkably fast is ‘Bill me Later’, that saw an
130% increase in 2011. Bill me later is an alternative payment option that enables customers
to check-out without a credit card and receive a bill afterwards. An important factor in the
growth of this payment option is the fact that it piggy-backs on the reach provided by parent
company PayPal, that is already a payment option with many merchants.

CASE STUDY: PayPal and the US daily deals market –a long-awaited but not surprising
move
Just like with most developments in any industry, the daily deals model has been subject to
contradictory interpretations, (un)realistic expectations and possibly a different outcome than
initially envisaged. On one hand, daily deals have become a popular marketing strategy
especially for many smaller companies in search for higher visibility and increased business:
new players have started to rapidly tap into the market, while big companies still consider this
business model a major opportunity and rightfully so. The daily deals market could double in
value by 2015 to USD 4,17 billion70.
On the other hand, new customers usually take advantage of such deals on a one-time basis
and this is why businesses have confronted themselves with an alarming fact: these sales have
not really generated new business for some of the companies, as initially expected, with some
of them being hit hard due to their smaller profit margins. In addition, inevitably, the market
became soon overcrowded, as indicated by the downfall of the daily deal site Taggle, Yelp and
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Facebook’s ‘Buy With Friends’ initiative, and consumers have started to complain about
receiving mails regarding discounts to products they are not interested in.
In spite of such reactions, the market is expected to continue to experiment and evolve until a
dominant model emerges. With this purpose in mind, various attempts are continuously being
made. Competition from a variety of players, including big names like Google, Amazon and
even PayPal, which are also vying for online shoppers’ attention with online daily deals, is
difficult to beat.
Although set at an immediate market disadvantage when launching the service on an already
saturated market (where Groupon and LivingSocial accounted for 73% of the market share in
October 2011, according to daily-deal data aggregator Yipit) PayPal promises to offer a
completely different experience by relying on its users’ past purchase histories and mobile
technology to tailor daily deals.
PayPal’s strategy is to send targeted offers on users’ smartphones as they are passing stores,
instead of relying on the e-mail inbox. The company will first tap into the mobile deals market
in Q1 2012, partnering with some of the top 200 US merchants, according to PayPal’s President
Scott Thompson.
The brand, its mobile dimension and a huge customer data base (nearly 150 million consumers
have PayPal accounts71) are some of the advantages which could provide the spark needed to
give PayPal a significant boost. Also, the company’s acquisition of location media company and
local discovery mobile application Where, in April 2011, gives the company a strong mobile
team, a mobile ad network and a mobile user base.

7.6 Canadian market
The Canadian online shopping landscape shows notable differences from that of the US. About
a factor 10 smaller, it accounts for only 3% of the country’s economy (which amounts to $49
billion): way behind the average for advanced nations72. In terms of payment preferences,
Canada has its own challenges to face. In the Canadian market, online businesses and
consumers have faced limitations when it comes to paying online. The banks have created an
environment where almost all online sales are by credit card. Credit card volume continues to
grow but at a slower rate than debit, while online banking has recently established itself as the
primary method employed by Canadians to carry out banking operations. In 2010, 45% of
Canadians carried out financial transactions online, compared to 35% in 200873. Overall, the
Canadian banking landscape continues to show a certain degree of fragmentation when it
comes to the main preferred methods of conducting financial transactions. Thus, 23% of
71
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Canadians continue to rely on ABMs (automatic banking machines) to do their banking, while
the same percentage of consumers (23%) prefers to visit bank branches for the same
purpose74.

Figure 17: Online payment methods usage in Canada. Source: Nielsen Canada, 2009

As far as the bill payment market segment is concerned, the supremacy of online bill payments
is more pronounced: 45% of Canadian consumers choose to pay bills online, while only 19% of
them resort to pre-authorised debit or credit transfers and 12% visit a bank branch to carry out
bill payments. A small number of Canadians pay their bills via ABMs. When it comes to routine
transactions the internet is Canadians’ preferred banking channel. But for major transactions,
such as a home loan, consumers would rather visit a bank’s branch, and only a small
percentage would turn to the internet.
Just like their US counterparts, Canadian customers are still reluctant to conduct their financial
management transactions via the mobile channel. In fact, 51,2% of US respondents and 60,3%
of Canadian participants involved in a research75 claimed that they did not trust the security of
mobile banking, compared to the 21,7% of US and 26,3% of Canadian respondents lack
confidence in internet banking. Canadian consumers favour internet banking overall (49,4%),
which is 10 percentage points higher than US customers. Nevertheless, for major transactions,
both Canadian and US consumers prefer branches (76,2% in the US, 85,2% in Canada), with
internet banking following at 21,1% for the US and 11,9% for Canada.
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The Middle East: a growing e-commerce market

The Middle East has a population of more than 210
million people and a combined GDP of over USD 1.6
trillion. Middle Eastern economies range from being
very poor, such as Gaza and Yemen, to extremely
wealthy nations, which are also the most prominent
economic powers in the region. These include Qatar,
United Arab Emirates (UAE) and Saudi Arabia.
Countries in the region form a diverse group not
only in terms of economic development, but also
demographics, internet usage and other determining
factors for e-payments. So far, the only attempt
towards the development of a European Union-style common market has been the Gulf
Cooperation Council (GCC), a political and economic union whose aim is to develop common
regulations in economic and financial affairs, commerce and communications. Online shopping
in the GCC region is still in its early stages, but estimates are optimistic: e-commerce volumes
are projected to increase exponentially in the coming years to hit USD 15 billion by 201576.
Each country, no matter whether part of such economic alliances or not, must find its own
path for development in order to realise the region’s potential on the e-commerce front,
whether it is through overcoming barriers such as a lack of online payment infrastructure, high
cost of broadband or a lack of e-commerce portals that allow customers to buy online directly
from the brands. Therefore we are careful while making statements on the entire region. What
we do recognise is a region with a youthful population that is rapidly embracing the internet
for an increasing number of functions. The region boasts nearly 72,5 million internet users,
representing a third of the total population77. Social networking is the most popular online
activity across the Middle East with 88% of consumers78 reporting they use the internet for this
daily.
The Middle East is still a cash-driven region. This led to many big brands in the e-tail business
from entering the region, as they are still waiting for the population to become more used and
confident with the online business and payment arena. This, in turn, caused the main online
payment players to hold back and wait for demand from consumer to pick up, to see
transaction levels increase in size and value. The lack of big brands entering the region allowed
also remittances focused companies to become leaders at innovating and introducing new
solutions for their customers.
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With popular online payment systems (e.g. PayPal) unavailable in the region, online shoppers
are often forced to enter their credit card details directly at checkout, something many buyers
in the region do not feel comfortable with. For this reason, for most e-commerce websites in
the region, offering a cash-on-delivery option to their customers seems a viable alternative.
This chapter aims to draw an outline of the market, with a primary focus on GCC, and provide
an overview of the main developments. Firstly we will consider the current situation before
taking a look at the trends and drivers that are likely to influence further developments.

8.1 A region driven by cash
Traditionally, the Middle Easterners pay cash. There is a large underbanked population and an
affluent upper class with high spending power, but the region’s payments infrastructure,
especially for non-cash payment methods, is under-developed and incomplete. It lacks the
efficiency of typical ACH and wire systems developed for clearing small value transactions.
Central banks play a big role in the payments equation, but there is little inter-bank
cooperation and fierce competition. The most competitive banking hub in the region is UAE,
with 51 banks with more than 840 branches and over 4.000 ATMs, serving 8 million customers.
Cards are well established in wealthier countries, but only in large retail. Access to cards is easy
for middle and upper-class customers. Banks in the UAE and Saudi Arabia issue a debit card
with each new bank account, and debit card penetration ranges from 0,4 cards per capita in
Saudi Arabia to 0,74 in Kuwait. However, customers prefer to use cards for ATM withdrawals –
nearly 90% of all card transactions in Saudi Arabia and Oman are made at ATMs79. In the GCC,
cards account for 37% of total payments revenue, as compared to 19,2% in Western Europe
and 25,6% in Asia. The majority of this share comes from credit cards, with debit cards
contributing only with 4% to total revenue80.
Religious concerns or residency issues are the main reasons why a significant percentage of the
region’s population still does not have access to credit cards. Issuers are still making efforts to
catalyse card penetration by issuing cards that comply with Shariah (Islamic) law. But such
attempts have not led the way in boosting adoption, as most of these cards have usage
restrictions or other challenges which hinder usage.
State-owned utility companies and the government could act as drivers for adoption of
payment and billing methods. SADAD, the national Electronic Bill Presentment and Payment
(EBPP) service provider for Saudi Arabia, initiated by the Ministry of Finance of Saudi Arabia,
has proved to be a success and this is an indication of consumers` appetite for electronic
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payments. Governmental efforts to encourage non-cash payments should be directed towards
improvements in infrastructure and regulations to promote the use of non-cash alternatives.

8.2 Remittances pave the way for innovation
In the Middle East, remittances form a major part of international money transfers because of
the large immigrant population. GCC countries have traditionally relied on expatriate workers
from South Asia and Southeast Asia for jobs. Many intra-regional transfers occur also across
Africa and the Middle East, as migrant workers send money back home from foreign countries.
With almost 15 million foreign workers sending part of their income to their family, the GCC
states rank among the largest originators of remittances.
The GCC accounts for 18% of flows to all developing markets. In total, over USD 60 billion in
remittances flows through the GCC annually, generating USD 1,8 billion in revenues81. Highest
inflow in remittances during the fiscal year 2011 (USD 2,67 billion) came from Saudi Arabia, up
by USD 753 million, as compared to the US with USD 2,1 billion, the UK with USD 1,2 billion
and the European Union with USD 345 million82.
The remittance market is dominated by money transfer companies and agents such as
Western Union and MoneyGram. Mainstream banks are also starting to become active in this
sector, either via partnerships with specialists, or with a sub-brand. When it comes to
remittance strategies, banks often have advantages in pricing power and can challenge mobile
transfer operators, but are limited by the size of their overseas networks and lower transfer
speeds.
Mobile remittance channels have the potential to become a revolutionary instrument for
remittances sending in the Middle East. At present, a high percentage of the recently launched
m-payment initiatives are related to money transfer through mobile, indicating a focus on mremittance related services. An important advantage of sending remittances via mobile phones
is the fact that in comparison to other financial transfer systems, mobile remittances are less
costly. The mobile remittances’ system uses the mobile communications infrastructure that in
already present in a certain region, which lowers the delivery costs for the sender.
New products are constantly being created to meet consumers’ evolving requirements. When
it comes to remittances, necessity has prompted the invention of several offerings. Some GCC
banks have already introduced sophisticated remittance solutions and are trying to capture
share through innovation. In June 2011, UAE Exchange and the Union Bank of the Philippines
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launched a new service which enables Filipinos in the Middle East to send money directly to
their family and friends' credit cards in the country via Visa’s Personal Payment technology.
Other players rolling out new developments include Western Union, Al Fardan Exchange,
Emirates NBD and Lulu Exchange, which plans to introduce remittance services and Wage
Protection Services (WPS) via mobile vehicles. New entrants and incumbents that are able to
develop innovative services will continue to gain ground in remittances in the region.

8.3 Online shopping still under-developed
Fragmentation and huge differences per country in terms of economic development levels,
internet penetration and user acceptance have a huge impact on e-business. Saudi Arabia is
the second largest market for e-commerce in the region, boasting one of the fastest growing
rates of internet use in the region (43,6% or 11,4 million users), while in Oman, a country with
1,5 million internet users, e-commerce hardly reaches USD 70 million.

Figure 18: B2C e-commerce revenue in Middle East. Source: IMRG and VISA, 2011

Middle East businesses are missing out on e-commerce-related opportunities by not providing
online retail services. Many of the local brands do not have any online presence and this
determines a large number of customers interested in buying online to visit those foreign
websites which provide a marketplace for online transactions83. For example, only 5% of
companies in the UAE use the web to sell their products or services84.
On the customer side, the main reasons for avoiding purchasing online are unsuitable payment
options, the lack of local online retailers, unreliable delivery, the inability to process order or
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deliver, poor website design, bad internet connection and items not in stock, as illustrated by a
survey85 conducted by market research consultancy Real Opinions.

Figure 19: Barriers to online shopping in Middle East. Source: Real Opinions, 2011

Customers in the Middle East may not be the fastest to pick up the use of e-commerce
services, but internet content access via mobile devices is on an upward curve. In the UAE, 31%
of consumers access the internet via mobiles, up by 11%, as compared to 2010. The fact that
this market has one of the world's highest rates of mobile phone ownership is relevant in the
context of the mobile use for online transactions, especially in the GCC countries. In the UAE,
the percentage of internet users who have bought goods or services via smartphones is higher
than those using PCs (29% versus 26%). Interestingly enough, at a global level, we now see a
reverse of the trend: 73% of internet users have used computers to shop online, versus 50%
who have used mobile phones86. In this context, the fact that the mobile channel could provide
international shoppers the ultimate in online convenience will come as no surprise. This fastgrowing number of mobile subscribers will definitely support the rise of mobile commerce
throughout the Middle East.

8.4 Can group buying boost e-commerce in the Middle East?
As group buying has turned out to be a multi-billion-dollar business worldwide, 2011 has seen
this trend grow also in the Middle East market, mainly driven by the use of social networks to
promote deals online and expand membership.
Both international brands and local companies are currently exploiting this business model,
which is based on the two fundamentals of consumerism: offering a bargain and the sense of
urgency created by limited inventory and short-lived sales.
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GoNabit and Cobone are two of the local startups which have carved a name for themselves in
the group buying industry. Both started in the UAE and then expanded to other countries in
the Middle East, including Lebanon, Egypt and Saudi Arabia. Cobone, which claims monthly
growth of up to 50%, currently holds a 70% share market in the region. The site, which reached
1 million subscribers in just 14 months of operation, enables customers to share daily deals
with their friends via email, Facebook or Twitter, as well as plan joint activities. It provides
shoppers with the ability to make online purchases via credit cards, cash on delivery, Paypal,
CashU and OneCard.
The success of these companies has not gone unnoticed and thus, consumers’ increasing
interest in the deal of the day concept attracted some Western counterparts to the region.
Groupon set up a UAE website in March, while three months later, LivingSocial, the second
group buying leader after Groupon, bought GoNabit for an undisclosed amount.
2011 also witnessed the entry of many other start-ups in the region, including Offerna.com,
waffarna.com, fustuq.com and Makhsoom.com, which took the first steps on their quest to see
if the same kind of success can be replicated. Shortly, the market has become fragmented with
companies trying to grab market share.
In their attempt to distinguish themselves in what is rapidly becoming a crowded playing field
for online shopping, daily-deal websites are turning to mobile commerce amid rising use of
smartphones and fierce competition in the region. LivingSocial has launched an Instant Deals
offering, allowing its members to benefit from real-time deals via the LivingSocial smartphone
app, while its rival Cobone says 20% of its business could be conducted via smartphone in the
future and has launched a Cobone mobile application for Android and Apple platforms.
The huge competition of social buying websites which have struck a chord with Middle Eastern
shoppers is expected to take e-commerce in the region to a new level. The recent explosion of
group-buying sites, as well as the success of companies like Groupon, will be at least partially
responsible for online shopping growth. In this context, although shopping is still in its infancy
in the region, 2012 looks like a great year for the industry, with strong group buying players
winning the race and claiming regional dominance. In addition, government commitment,
retailer investment and a young population receptive to new technologies and innovation
could lead to a significant upturn in e-commerce in the Middle East in the near future.
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Annex 1: Glossary
3-D Secure
Common technological standard (3 Domain Secure) of Visa and MasterCard, set up to make
online credit card payments more secure. For commercial reasons, Visa and MasterCard use
different brand names: Verified by Visa and MasterCard SecureCode.
Acquiring
An acquiring bank (or acquirer) is the bank or financial institution that processes credit and or
debit card payments for products or services for a merchant. The term acquirer indicates that
the bank accepts or acquires credit card transactions from the card-issuing banks within an
association.
Authorisation
Online payments often involve direct authorisation from the bank of the consumer making the
payment. This means that a check is carried out immediately to check whether the consumer is
entitled and in a position to make the payment.
Capture
With credit card payments an entrepreneur can decide not to submit a payment order to the
bank or credit card company immediately, and wait until the order has been carried out
completely. When that is the case, the authorisation and ‘capture’ are separated. Capture
refers to the separate submission to a bank or credit card company of a certain payment order
(that has been authorised earlier).
Chargeback
Reversal of a credit card payment. Chargeback is only possible after settlement to the
merchant has taken place.
Chip & Pin
The name under which EMV (see EMV) was introduced in the United Kingdom.
Clearing
In banking and finance, clearing denotes all activities from the time a commitment is made for
a transaction until it is settled. Clearing is necessary because the speed of trades is much faster
than the cycle time for completing the underlying transaction.
CNP (Card Not Present)
Transaction type for credit cards where the card cannot be shown physically to the retailer, for
instance in the case of e-commerce transactions and MOTO transactions. Is the opposite of
Card Present (CP) transactions.
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CoD
Card/Cash on Delivery. Payment method with which payment (cash or by card) takes place
when goods are delivered. In Belgium, France and The Netherlands known as ‘rembours’ or
‘remboursement’.
CP (Card Present)
Transaction type for credit cards where the card is physically present during the transaction
and can be read, via a magnetic stripe or chip. Distinction between unattended (for instance
parking meters and vending machines) and attended (counter transactions where the retailer
is physically present). Is used as opposite of Card non Present (CNP).
CVV and CVC (Card Verification Value/Code)
Three or four digit code printed on the credit card and often requested on the internet for
extra security.
Deals Market
Deals market is a type of ecommerce in which a website usually offers a single product for sale
for a period of 24 to 36 hours. Members of deal of the day websites receive online offers and
invitations in email and social networks.
E-invoice, E-invoicing
The electronic presentation of statements, bills, invoices and related information sent by a
company to its customers, and corresponding payment for goods or services.
E-wallet
Prepaid wallet that allows consumers to maintain a credit that can be used for (micro)
payments on the internet. Most wallets can also contain information regarding the payment
account and credit card, making it possible to ‘upload’ credit from these accounts. The wallet
can also be used to pay for online purchases using the credit card information (stored on the
wallet).
ELV (Elektronisches LastschriftVerfahren)
German Direct Debit system for online payment. Payment method which is very popular in
Germany, although the payment is not guaranteed. ELV is a debit card, which in online
transactions behaves like a credit card.
EMV
Is a standard for credit cards that contain a chip. By having this chip read by payment terminals
more secure transactions are possible. The EMV chip will replace the signature on the sales slip
of a credit card transaction.
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Escrow payment
Payment that involves the services of an independent third party (Trusted Third Party, or TTP).
The third party removes the distrust that may exist between parties by safeguarding the
money (or delivery) until the other party has fulfilled his part of the deal.
eWallet
A digital wallet (also known as an e-wallet) allows users to make electronic commerce
transactions quickly and securely. The digital wallet was first conceived as a method of storing
various forms of electronic money (e-cash), but with little popularity of such e-cash services,
the digital wallet has evolved into a service that provides internet users with a convenient way
to store and use online shopping information.
HTML
HyperText Markup Language. A programming language (or rather lay-out language) that is
used predominantly in designing internet pages.
HTTP(S)
HyperText Transfer Protocol (Secure). Protocol developed by Enterprise Integration
Technologies enabling secure communication over the iInternet.
IBAN
International Bank Account Number.
iDeal
iDEAL is an internet payment method in the Netherlands, based on online banking. Introduced
in 2005, this payment method allows customers to buy securely on the internet using direct
online transfers from their bank account.
Internet cash register
Virtual equivalent of a cash register that allows consumers to decide which payment method
to use. The internet cash register can be developed by the entrepreneur, including the
connections to banks or credit card companies, or it can be leased from third parties. The cash
register and payment provisions are then provided by Payment Service Providers.
Issuing
An issuing bank is a bank that offers card association branded payment cards directly to
consumers.
MCSC (MasterCard Secure Code)
Brand name used by MasterCard for its authentication method, based on 3D Secure
technology.
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Mobile payment terminal
Device that enables PIN and/or Chip card payments, not linked to a physical location. For
example, for payments on a market or delivery at home.
Mobile commerce
Wireless electronic way of doing business, for instance via mobile telephone or wireless
networks.
MNOs
A mobile network operator (MNO), also known as mobile network carrier is a mobile phone
operator that provides network, voice, and data services to mobile phone subscribers. MNOs
may also wholesale their network to mobile virtual network operators (MVNOs).
MSC
Merchant Service Charge, the costs of payment processing for retailers. Often a percentage in
the case of credit cards and a fixed fee for debit payments.
Multi-channel
Term that is often used to indicate that consumers can contact a company over the telephone,
via the internet and in a physical store. It is important to ensure that the information
concerning those contacts is stored, to ensure a seamless service across all the various
channels.
NFC
Near field communication (NFC) is a set of standards for smartphones and similar devices to
establish radio communication with each other by touching them together or bringing them
into close proximity, usually no more than a few centimetres. Present and anticipated
applications include contactless transactions, data exchange, and simplified setup of more
complex communications such as Wi-Fi. Communication is also possible between an NFC
device and an unpowered NFC chip, called a ‘tag’.
Payment method
A generic way in which a payment is carried out, for instance by PIN card, credit card, internet
banking, COD, premium SMS.
When a payment method is not generic but specific, it is called a payment product.
Payment product
A specific version of a payment method used by a (commercial) provider, for instance Visa and
MasterCard, the internet banking product of a particular bank, TPG Post COD services, the
premium SMS product of a provider, Mobile2Pay, Way2Pay, Rabo Direct Betalen, MiniTix.
In some cases a (specific) payment tool is used.
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Payment tool
A tool that is used to carry out a payment with a payment product, for instance a card, random
reader, money transfer form, ‘acceptgiro’, mobile telephone.
Payment Service Provider (PSP)
A company that offers service in the area of payments. These services consist of, for example,
various payment modalities, Electronic Bill Presentment and Escrow services. A Payment
Service Provider acts as intermediary between buyer and seller.
Phishing
Phishing is tricking people in giving confidential information to unauthorised people. This is
especially useful when login credentials do not change over time. Gathered information can be
used over and over again, in that case. Phishing can be done over the phone, by email, or by
using a specially crafted program (Trojan horse), which records the requested information.
PIN
A personal identification number (PIN) is a secret numeric password shared between a user
and a system that can be used to authenticate the user to the system. Typically, the user is
required to provide a non-confidential user identifier or token (the user ID) and a confidential
PIN to gain access to the system.
Plug-in
A piece of software that adds functionality to a program that can use plug-ins. An example of a
plug-in is Realplayer, which allows movies and music to be played in the browser.
POS
Point of sale (POS) or checkout is the location where a transaction occurs. A "checkout" refers
to a POS terminal or more generally to the hardware and software used for checkouts, the
equivalent of an electronic cash register.
Premium SMS
An SMS text message sent at a higher rate, in return for a specific service. The charged rate is
split between merchant and the provider of the premium SMS service.
Pre-paid
A payment that is made in advance for a service that has not yet been used. The ‘credit’ can be
stored on a(n) (electronic) carrier.
PSD
Payment Services Directive. The European Parliament approved a new European legal
framework for payments in 2007. The PSD has to be implemented in the national legislations
by November 2009.
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QR Code
QR Code (abbreviated from Quick Response Code) is the trademark for a type of matrix
barcode (or two-dimensional code) first designed for the automotive industry. More recently,
the system has become popular outside of the industry due to its fast readability and large
storage capacity compared.
Reconciliation
This is the matching of orders done by (internet)shoppers with incoming payments. Only after
a successful reconciliation the merchant will start the delivery process. The extent to which
Payment Service Providers carry out reconciliation and the way in which they do so (sending
an e-mail, providing files) may vary.
Refund
Is a status in the credit card process. Is the refund of a transaction amount, done after
(successful) communication between a web merchant and a consumer.
Remittances
A remittance is a transfer of money by a foreign worker to his or her home country.
SCT
SEPA Credit Transfer Scheme (SCT). The SCT Scheme enables payment service providers (PSPs)
to offer a core and basic credit transfer service throughout the Single Euro Payments Area
(SEPA) for either single or bulk payments. The scheme's standards facilitate payment initiation,
processing and reconciliation, based on straight-through-processing (STP). The scope is limited
to payments made in euro, within the 32 SEPA countries.
SDD
SDD, for SEPA Direct Debit, a payment system in the Single Euro Payments Area in Europe.
SEPA
‘Single Euro Payments Area’. This is the vision, directive and goal of the European Commission
which means that citizens and companies within the European Union have to be able to pay
with a single set of payment instruments. This set is the combination of a bank account and
instruments like money transfer, direct debit and cards. SEPA signifies the end of international
payments within Europe.
Settlement
Settlement of securities is a business process whereby securities or interests in securities are
delivered, usually against (in simultaneous exchange for) payment of money, to fulfil
contractual obligations, such as those arising under securities trades.
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SMS
Short Message Service (SMS) is a text messaging service component of phone, web, or mobile
communication systems, using standardised communications protocols that allow the
exchange of short text messages between fixed line or mobile phone devices.
SSL
Secure Socket Layer. A method designed to ensure the safe exchange of internet data between
a website and your browser. The data are encrypted to ensure that nobody else can see or
track them, for instance credit card data. As soon as you open a website with SSL, you are
alerted by your browser, and a small key or padlock (depending on the type of browser you
use) is visible as long as the security is operational. By clicking on the key or padlock you can
check the authenticity of the provider.
USP
Unique Selling Point. Description of what makes a product/service different from others.
VbV (Verified by Visa)
Verified by Visa is the brand name that Visa uses for secure transactions based on 3D
technology. In short, card holders are submitted an additional authentication check by their
issuer to prove who they are. This authentication protocol offers merchants 100% protection
on all transactions processed under the Verified by Visa (VbV) or Master Card Secure Code
(MCSC) program. Merchants who adopt this program are no longer liable for card-non-present
(CNP) chargebacks resulting from transaction denials.
WAP
Wireless Application Protocol, a technology that allows mobile internet surfing. This is only
possible with special WAP telephones, or WAP PDAs. Not every detail of an ordinary website
can be shown on a small screen. That is why special WAP sites have been developed that can
be recognised by the first three letters: MMM instead of WWW. Due to their low speed,
current GSM networks are still an obstacle in this development.
Webshop
Internet shop, shop on the world wide web.
XML
eXtensible Markup Language. Using XML documents can be described that contain structured
information. Structured information consists of content and indications concerning the
meaning of that content.
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About Innopay
Innopay is an independent full service consultancy firm specialised in payments and related
transaction services.
Our key practices include online payment, e-invoicing, e-identity mobile payment, cards and
related regulation.
Given our independent position, we work for all players in the industry. We devote research
time and investments to help peer professionals ‘structure & understand’ these topics and
actively facilitate industry knowledge transfer, which we consider crucial for the further
development of global e-business. Our leading industry reports can be downloaded for free.
With our in-depth knowledge and experience gained on both the demand side and the supply
side, we are ideally positioned to help our clients determine the direction of their growth. This
often results in new products and/or markets that we successively help to ‘develop & manage’
and bring to market in a controlled and effective way. We do this for single clients but also for
groups of clients. Consequently, we have extensive experience in developing multi-party
transaction schemes and accompanying messaging standards in diverse industries such as
financial services, insurance and document exchange. On the other side, we help corporate
users to ‘choose & use’ the transaction services that fit their specific business needs from the
wide array of often industry tailored transaction services on offer. We use a multi-disciplinary
approach covering commercial, operational and technical aspects.
Innopay is a member of the European Payments Consulting Association (EPCA) and the
Payment Systems Market Expert Group (PSMEG) of the European Commission and an
associate member of the Euro Banking Association (EBA).

About the editors
Chiel Liezenberg and Douwe Lycklama are the founders of Innopay, an independent consulting
firm specialised in payments and related transaction services.
Chiel and Douwe are thought leaders in online en mobile payments, e-invoicing and e-identity,
shaping breakthrough business and market innovations, schemes and standards. They
regularly publish articles and reports on these fields of study and both are a frequent speaker
at conferences.
Chiel holds an MA in Mechanical Engineering and Industrial Organisation, Douwe holds an MA
in Electrical Engineering, both from Delft University of Technology.
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About the authors
Jip de Lange is a consultant at Innopay. He advises governments and businesses on
transaction-related services.
Alessandro Longoni is analyst at Innopay. After having worked in various European countries,
Alex joined Innopay in 2012.
Adriana Screpnic is a news editor at The Paypers, the leading independent source of news and
analysis for professionals in the global transaction services community.

Contact information
Innopay BV
Triport 3
Westelijke Randweg 43
1118 CR Amsterdam Airport

PO Box 75643
1118 ZR Amsterdam Airport
The Netherlands

www.innopay.com
info@innopay.com
+31 20 6580651
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Ecommerce Europe
Ecommerce Europe is the association representing companies selling products and/or services
to consumers in Europe. Ecommerce Europe was founded by leading national e-commerce
associations across Europe.

Mission
Ecommerce Europe’s mission is to advance the interests and influence of e-commerce in
Europe through advocacy, communication and networking.

Goals
−

Enhance the success of the European B2C e-commerce industry

−

Provide for a strong and effective representation of B2C e-commerce industry in Brussels

−

Advance the interest of B2C e-commerce industry with relevant stakeholders and
institutions

−

In an environment where e-commerce companies feel at home

−

With new brand recognition and membership engagement at all levels.

Founding and participating national e-commerce associations
The following national e-commerce associations are founding members of
Ecommerce Europe:
−

Belgium, Becommerce

www.becommerce.be

−

Denmark, FDIH

www.fdih.dk

−

France, FEVAD

www.fevad.com

−

Italy, Netcomm

www.consorzionetcomm.it

−

Netherlands, Thuiswinkel.org

www.thuiswinkel.org

−

Norway, Distansehandel Norge

www.distansehandel.no

−

Sweden, Svensk Distanshandel

www.distanshandel.se

Ecommerce Europe welcomes and invites national associations representing the e-commerce
B2C industry in their domestic market to join the association.
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Working Committee on E-payments
Payments and related services are one of focus areas for Ecommerce Europe, as these services
are of eminent importance for our members doing business across borders. The Working
Committee on E-payments, one of three Working Committees, will be concerned solely with
the issue of e-payments and related services. Ecommerce Europe regularly releases position
papers on payment related topics and will play an active role with the community of
stakeholders of the European payment industry.

Contact information
Ecommerce Europe
Rue d'Accolay 15, box 6
B-1000 Brussels
Belgium

Phone: +32 2 502 31 34
Fax:

+32 2 514 37 22

Email: info@ecommerce-europe.eu
Twitter: @Ecommerce_eu
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