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In normal circumstances we would have liked to
invite you to our annual Executive Round Table.
Now that a physical meeting is not a realistic
option due to the corona crisis, we have found
a creative solution to share with you the insights,
interviews and updates that we have published
in recent months.

The year 2020 is an exceptional year. The impact
of Covid19 will be remembered for a long time,
as major industries, work culture and shopping
behavior will never be the same again.

The impact on the payments industry can be
summarized as changes at point of sale, shift to
ecommerce / omnichannel, new digital
processes and services, increased cost pressure,
changes in travel behavior and focus on
sustainability.

Everyone has faced challenges in private and
business life this year. We hope you are staying
healthy and doing well. Our main challenge was
to continue to reach you with our expertise and
keep you up to date with our insights into the
payments industry.

We are pleased that, despite all unforeseen
events in 2020, we have offered value for you as

a client. Some of the projects we worked on this
year include: defining a PSP’s compliance
structure and policies, project management for
entering into a strategic partnership, defining risk
strategy and implementing risk solutions,
applying for a PSD2 license, and introducing an
online payment solution based on open
banking.

As an alternative to our round table event, we
would like to present you a selection of the
articles we published in 2020 to keep you up to
date on the most relevant developments in the
payments industry. Topics that affect your
business, such as EPI and Click to Pay. We
interviewed Eric Tak of ING about EPI. He
discusses the positioning of EPI as an alternative
to domestic and international schemes for intra
European payments, online and at the point of
sale. An interesting read! Feel free to share the
stories with your colleagues.

Without a doubt, 2021 will be an even more
exciting year for payments. So let's connect and
together seize the opportunities to further grow
your business
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The initiators want to launch two
products for the time being: a physical
card and a digital wallet, with which
digital card transactions can be made
(compare Apple Pay) as well as endto
end instant payments. With those two
products, all types of retail transactions
can be done: POS, e and m
commerce, ATM withdrawals and P2P
transactions. In a later phase, once SCT
Inst is the standard infrastructure in
Europe, value added services will also
come into scope, such as digital ID and
instant financing. Differentiation in
different countries is possible.

The ambition level is high: EPI must
become nothing less than the new
standard for retail payments in Europe,

based on instant payments. The first EPI
transactions must take place in the first
quarter of 2022. To achieve this, a two
stage rocket has been launched: the
foundation must be laid over the next 9
to 12 months by an Interim Company,
based in Brussels, staffed on a second

ment basis by approximately 4050
experts from the participating banks
and local schemes, supplemented by
some externals. The Interim organisation
has to deal with questions regarding the
technical realisation, the road map for
marketing, sales and product develop
ment, the detailing of the business
model and the business case and
everything else that is involved in setting
up a fullfledged payment system. The
target EPI Holding Company must be
registered in the last quarter of 2021 to
enable the launch in 2022.

Volume is at least as important as
speed: an important part of the business
case is based on network efficiencies:
the more players join in, the greater the

On July 2, 16 European banks from 5 countries came out with the news that they will pave the way for a panEuropean retail
payment system, provisionally called the European Payments Initiative (EPI). With EPI, a longcherished wish of the European
Commission and the ECB is being fulfilled. Successive commissioners increasingly openly alluded to more decisiveness from the
European financial sector to counterbalance the dominance of the American card schemes. Nevertheless, for a long time the banks
hesitated about the need for a panEuropean solution. Now, after long deliberation, a decision has been made. EPI must become a
universal solution that will replace the still existing patchwork of domestic payment systems. A solution that competes in terms of user
experience, innovative strength and costs with international schemes such as Mastercard, Visa and Paypal, and with the Big Tech
giants, also referred to as GAFA (1) and BATX (2). Netherlands. We interviewed Eric Tak, Global Head ING Payments Centre and
member of the EPI steering committee. But first some background.

INTERVIEW

Eric Tak, ING

A view on EPI from within: Eric Tak November

For more information about EPI, please reach out to ronald.tevelde@connectivepayments.com
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transaction volume, the lower the costs
per transaction and the more room for
innovation.

Best in class
For European consumers, EPI trans
actions must be “best in class”, or at
least as easy, fast and secure as their
international counterparts. In a recent
interview, Narinda You, vicepresident
of the EPC (3), stated that the great
benefit for consumers will be familiarity
with the customer interface, regardless
of the device or the type of payment.
An EPI payment can be made with a
card, a digital wallet or an online instant
payment. Merchants mainly benefit
from a standard solution that is
accepted all over Europe, with
immediate payment guarantee and
high security, low prices and added
value in the form of tooling (such as
reconciliation, refund and chargeback,
stock management, data analytics and
OTC management).

Have you been involved in the creation
of EPI from the start, when it was still
called PEPSI (4), and how did the
contacts come about?
‘The initiative came initially from the
CEOs of the major French banks. In high
level meetings with the ECB and the
European Commission, they came to
the banks. In high level meetings with
the ECB and the European Commission,
they came to the conclusion that the

functionality of Carte Bancaire was
lagging behind the international card
schemes so much that it was time to
take action. In the middle of last year
they then started looking for a “coalition
of the willing”, consisting of the 20
largest European banks that together
represent about 65% of retail payments
in euros. ING was approached in that
consultation round. From that moment,
June 2019, I have been actively in
volved as a steering group member.’

It sounds like a lot of work.
‘I am not exaggerating when I say that I
have spent half of my time on EPI
recently. To give an example: the
steering group met every week. I
expect that frequency will now
decrease, because the Interim Com
pany, which is setting the stage for the
Target Company, started on October 2.
The steering group will now switch to a
Consultative Body, a kind of Sounding
Board group with players from various
user groups, which is more remote from
the Board.’

Has the covid19 crisis led to a delay in
the process?
‘As I said, the drive came from the CEOs
of the French banks. The big advantage
of that was that EPI is a top priority for
them, and not one of the many projects
that are being reconsidered because of
the crisis. The French are clearly the
driving force behind the start of EPI, but
the other five countries are cooperating
enthusiastically. The business rationale is
also abundantly clear to us, because
we are active in several European
countries and therefore have to deal
with several domestic schemes.'

What does the structure of EPI look like
now and in the final situation?
‘In short, there is a Holding Company,
the EPI HoldCo, which manages two
underlying companies on behalf of, as
expected, 2530 shareholders: the EPI
Scheme Manager, responsible for the
scheme rules & regulations, and the EPI
Technical Entity, responsible for the
technical infrastructure. These com
panies are advised by (external)
stakeholders in a Consultative Body,
which is regularly consulted on sub
stantive matters. Initially, the path is
cleared by the Interim Company. We
are now working hard to fill in the
staffing. For example, a CEO will be
appointed soon. At the end of next
year, the Interim Company must hand
over the baton to the Target Company.

"The business rationale is
abundantly clear to us

because we are active in
several European countries

and have to deal with several
domestic schemes"

EPI Governance scheme
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The affiliated licensees will therefore
unite in a Members Assembly that
advises the Board.’

One of the motives of EPI is that with the
intended scale and synergy,
innovations are possible that are
currently beyond the reach of domestic
schemes. There is an
budget of € 75M. But what about a
country like the Netherlands, where it
was decided at the time to replace the
PIN scheme with Maestro and V Pay in
the context of SEPA Cards? Do you think
that innovations can be accelerated by
means of EPI, also for banks that no
longer have domestic schemes?
‘Opportunities for innovation are
certainly an important part of the
business case. It is true that the
Netherlands switched to International
Card schemes (Mastercard, Visa) more
than 10 years ago, which reduces the
urgency of switching to a third scheme
on the cards side. But remember that
ING is active throughout Europe. All
these different payment methods, with
their own rules and infrastructures, make
the payment landscape more
inefficient and therefore more expen
sive than necessary.’

Does that mean the end of iDEAL as
more or less the last remaining
domestic scheme in the Netherlands?
‘iDEAL has performed extremely well all
these years, with a consistently high
market share, partly due to Tikkie and
the payment requests. But in the longer
term, we will not remain the proverbial
Gaul village where iDEAL can survive in
the power game. We want to offer our
Dutch customers products that work
throughout Europe. The idea is that
customers will keep at least the same
functionality and ease of use, but with a
broader reach.’

How long do you think this will take?
Nobody wants to part with their
domestic brands, but we all know that

it’s not really smart to keep several
products alive with the same function
for a long time. If EPI becomes the
hopedfor success, I expect iDEAL to
disappear within 3 to 4 years, with
branding likely going through a
transition phase, “iDEAL powered by
EPI” or something similar.

EPI has an innovation budget that is
modest compared to the international
card schemes, that invest billions in
open banking. Consider the $5.3 billion
acquisition of Plaid by Visa. How do the
banks think they can compete?
‘Firsly, it is evident that the innovative
power of EPI will be greater than what
all those local schemes can now
achieve independently. In addition, if
you look at the innovations that the
international card schemes have
launched in the European market over
the past 10 years, you have to
conclude that there have not been so
many that an EPI could not match. And
they have not all been equally
successful. In part because Mastercard
and Visa are ultimately American
companies whose product develop
ment focuses primarily on the American
market, which is quite different from the
European one. Think of the much higher
interchange fees, but also of the rather
rickety cashless products. Americans
pay for their gas, water and electricity
with their credit card, where we do this
with a much more efficient direct debit.

It is true that Mastercard and Visa
have much deeper pockets than EPI will
ever have. But on the other hand, EPI is
focused on European consumers and
merchants. In the longer term, it’s good

news for Mastercard and Visa that a
third scheme will be introduced with EPI.
After all, it strengthens their position in all
the antitrust investigations and com
plaints about a duopoly, and also
triggers them to continue to innovate.
There is plenty of room in this market for
more than two players.’

Will EPI also contribute to more lofty
European ideals?
‘The primary goal of EPI is to standardise
payments in Europe and make them
more efficient and therefore cheaper.
With a system that runs on SCT Inst rails
instead of more expensive Cards rails,
you ultimately achieve that no higher
prices for payment packages and
acquiring fees have to be passed on to
citizens and companies. In addition to
efficiency, EPI will contribute to a
greater intrinsic security of payment
transactions. In that respect, there is
also an important difference between
Europe and America. In America,
despite EMV, it is still possible to confirm
a card transaction with a signature
instead of a pin code. This results in
more fraud, but the related costs are
more than offset by the higher
interchange fee for the card issuers. This
is different in the European market. We
believe security is essential for the
confidence people have in the
payment product. Another example:
although cash should remain available
as legal tender, we believe it is in
everyone’s interest to increase the share
of electronic payments. The fewer ATMs,
the less robberies and ramraiding.’

Is EPI looking for cooperation with Big

"In the longer term, it's good
news for Mastercard and

Visa that a third scheme will
be introduced with EPI"
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Tech companies or international card
schemes?
‘At the moment, we intend to use
European infrastructures as much as
possible, with the data remaining in
Europe. We want to prevent the pay
ment system from suddenly breaking
down when the American president
makes a turn to the left or right. Initially,
EPI will still use the contactless kernel
from Mastercard or Visa, which is
already in all terminals. The idea is that
within five years we will have an
agnostic kernel rolled out across
Europe.

We can become a member of
EMVCo or the PCI Standards
Committee ourselves, so that we can
participate in this and adapt to those
standards, but we will avoid any
dependence on the Big Tech com
panies for the operation of the system.
This does not exclude the possibility
that we cannot also have the EPI cards
work via Google Pay or Apple Pay.’

The European Commission has applied
pressure to take this initiative. EPI is in
line with the new EU policy to stimulate
European giants in many areas, such as
microprocessors and batteries for EVs.
Will the involvement with EPI remain the
same now that the Interim Company
has been founded?
‘The idea of European sovereignty is of
course important to the European
Commission. Consider the time
President Obama ordered that no
payments with Mastercard or Visa were
allowed to Wikileaks. It may well be that
we in Europe want to decide for

ourselves who may or may not be paid.
This is an important project for the
European Commission and so contacts
remain intensive. The DG COMP
monitors whether EPI adheres to the
competition rules, whether the market is
not shielded from players outside
Europe and how a subject such as
interchange is dealt with. DG FISMA is
helping by speeding up the rollout of
Instant Payments in countries that are
not yet ready to do so. So that by the
end of next year, the basic infra
structure will also be available in the
smaller countries to run EPI. That is one
of the key points in the recently
published Retail Payments Strategy.’

How are the other Dutch banks involved
in EPI?
‘At the moment, the other banks are
involved through the Dutch Payments
Association. It is important for ING that
the other banks are also planning to
become licensees of the EPI scheme by
the end of 2021. It makes sense that
there are all kinds of conditions
attached to this: the efficiency and cost
level that we have achieved in the
Dutch market must not suffer. But
without this explicitly stated bene
volence, ING would not participate in
the followup phase. For most Dutch
banks, the greater reach of iDEAL is a

more important argument for partici
pation than the replacement of their
Maestro and VPay card base, which will
logically be more organic.’

What are the advantages for banks or
other players to join as a shareholder in
the EPI Interim Company before 2021?
‘Until December 2 this year, issuers,
acquirers and other players in the
payments value chain can still
participate in the Interim Company.
After that, you can also join the Target
Company as a shareholder, but the
greater financial risk for the Founding
Members will in due course translate
into more rights, such as a Board seat,
golden shares, etc.’

The 5 countries currently involved in EPI
are Germany, France, Spain, the
Netherlands and Belgium. It is striking
that – in addition to Italian – no English
banks are participating for the time
being. Is this because they have not
been approached because of the UK’s
status as a nonmember state?
‘It has been decided to limit ourselves in
phase 1 to euro countries. From Italy,
Unicredit has meanwhile been involved,
but it is true that the Italian banks’
priorities were different, especially after
the country was so hit by covid19. We
are currently talking to, for example, a
number of Spanish and Portuguese
banks whether and when they would
like to join. Meanwhile, the Governing
Council of the ECB and the central
banks are encouraging banks to get
involved.’

"We intend to use European
data infrastructures as much

as possible, with the data
remaining in Europe"

EPI Interim Company setting the stage for the EPI Target Company
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How does EPI want to realise
international payments outside Europe?
‘We expect that EPI can be used to pay
anywhere in Europe, but the EPI cards
will initially remain cobranded with
Mastercard or Visa, so that you can
continue to pay and withdraw money
with your EPI card outside of Europe.’

The proposition promises an easy
transition for both consumers and
merchants. Do you expect that the
various parties in the payment chain(s),
such as issuers, acquirers, terminal
suppliers and PSPs, will all benefit from
EPI? Are there other players who need
to be persuaded to make the necessary
investments to become EPI certified and
migrate volumes? What is the business
case for, for example, PSPs?
‘Certainly for the national card
schemes, a new AID (5) will be
introduced and they will switch
schemes on a certain date. On the
cards side, the adjustments are also
limited and can be resolved by means
of software downloads. On the e
commerce side, there will need to be
enough PSPs willing to support the
product from the start. This will probably
work once a critical mass of consumers
is enabled.’

In panEuropean initiatives like this,
many different players from different

cultures must find and understand each
other, avoid irritation, agree on ambition
levels, etc. Different national values can
be a complicating factor in this. How do
you deal with that? Is there explicit
attention in the project organisation for
potential misunderstandings as a result
of cultural sensitivities, is this risk
recognised?
‘That risk is actually not that bad. Most
players at the table already know each
other from the EPC or other inter
national partnerships.

There are, however, major differences
between European countries in what
people are used to. The French cannot
imagine people making a payment
without the option of a chargeback,
which also involves sharing something
as confidential as an account number
with the merchant. For the Dutch, on
the other hand, it has been completely
normal for years to conduct e
commerce transactions through iDEAL,
with SEPA as the underlying infra
structure, without chargeback. Ger
many is mainly Direct Debit oriented,

with ELV in the stores. And PayDirect is
also based on a Direct Debit.’

Isn’t that where the biggest risks for EPI
lie?
‘Indeed. Roughly speaking, I see two
risks. The first is that we will eventually
agree on all these points within EPI, but
that it will take far too long, because
each country wants to see its own local
characteristics reflected in the new
scheme. The second risk is the opposite:
that we reach a compromise on the
lowest common denominator, which
means that we all agree, but which
results in a Frankensteinlike product that
insufficiently meets the customer’s
needs.

Incidentally, I have the impression
that all members are well aware of
those risks.’

For the time being, the focus seems to
be very much on the back end: instant
payments and APIs to the banks. But will
EPI also become disruptive, in the sense
that there is a fundamentally different
UX (for consumers and / or merchants)?
‘I think the motto is “first migrate – then
upgrade”. In order not to lose customers
in the transition, the first thing is: same
UX, broader reach – in the next phase,
the richer or better experiences will
follow. The aim is to bring value added
services currently proposed by neo
banks and fintechs.

Notes

(1) Google, Amazon, Facebook, Apple

(2) Baidu, Alibaba, Tencent, Xiaomi

(3) European Payments Council

(4) PanEuropean Payment System Initiative

(5) On November 25, EPI announced the

appointment of Martina Weimert as CEO of the

Interim Company and Dr. Joachim Schmalzl as

chairman of the board.

(6) Application Identifier’

Banks currently involved in EPI

"On the ecommerce side,
there need to be enough PSPs
willing to support the product

from the start"
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The EPI (European Payments Initiative)
of 16 European banks has gained
considerable momentum in recent
months, followed by the foundation of
the ECPC (European Card Payments
Cooperation) last week, with the
objective to align, standardise and
connect the domestic card schemes on
the basis of the CPACE technical
specifications.

It is clear: European sovereignty in
retail payments is the main driver
behind these developments, but is it
enough to resist international competi
tors?

Political drive
After the SEPA Cards framework was
introduced years ago, there is still a lack
of standardised payment transactions in
Europe. It is still teeming with domestic
payment systems that stop working at
national borders. The main reason:
there are no real European alternatives.
In many European countries, the banks
have not accepted the international
card schemes’ offer to realise SEPA by

means of Maestro or V Pay. Now, more
than ten years later, they are faced with
the disadvantages of that decision:
however large the French or German
economy is, a payment system like
Carte Bancaire or Girocard has too few
economies of scale to continue to
compete successfully with Mastercard
and Visa and to keep up with market
innovations. And then there are also
new and powerful players on the block,
i.e. the Big Tech companies that are
increasingly integrating payments into
their customer proposition. The card
schemes and the Big Tech companies
have enormous market power, but…
they are not European. European banks
do not like to depend on nonEuropean
players who set the rules in American
boardrooms, who can increase scheme
and interchange fees at will and who
can exploit the payments data of
millions of European citizens. The
European supervisors think alike: the
European Commission and the ECB
welcome autonomous European initia
tives. The EU has recently introduced its

retail payments strategy. Although the
European Payments Initiative (EPI) is not
mentioned by name, this initiative by 16
European banks fits in seamlessly. EPI
has therefore taken off after consider
able pressure from the Commission and
the EU.

Backend technology
push
EPI builds on the success of the SCT Inst
infrastructure and banking APIs. Instant
payments technology has not yet been
introduced in all corners of Europe, and
the regulators see EPI as a catalyst in
this development towards a single,
reliable European infrastructure for retail
payments. But the question is how this
technology compares to other existing

Our vision of EPI November

"In many European countries,
banks have not accepted the
international card schemes'

offer to realise SEPA by means
of Maestro or V Pay"

For more information about EPI, please reach out to ronald.tevelde@connectivepayments.com
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technologies, e.g. the cards infra
structure? But the question is how this
technology compares to other existing
technologies, e.g. the cards infra
structure?

For the time being, the EPI plans have
few ambitions with regard to major,
innovative improvements for European
consumers and merchants. As Eric Tak,
member of the EPI steering committee,
says in the interview we had with him,
the motto is “first migrate, then up
grade”.

If we simplify and visualize the current
strategy, EPI will realise the infrastructure
at the level of the core products and
services. Subsequently, the banks will
realise their card systems and banking
apps on that foundation. The innovation
layer could then be further developed
in collaboration with Fintechs, in the
form of addedvalue services. This
includes, for example, consumer
lending, shopping support, cashback,
etc.

Classic challenges
It is not the first time new payment
initiatives have been launched on the
European market. We’ve seen Monnet,
Payfair, but also private initiatives such
as Seqr. The challenge in launching a
new payment initiative or payment
method is to quickly scale up with users
on the issuing side, while simultaneously
creating substantial acceptance on the
acquiring side.

If either of these is missing or if the
proposition is not attractive enough to
consumers or merchants, the initiative is
unlikely to move beyond the infant
stage.

Business model
As shown above, the sovereignty of
European players is the driving force
behind EPI. The initiators share the desire
of the regulators to replace their

domestic schemes, such as Girocard
and Carte Bancaire, with a European
standard, whereby data is managed on
the European continent, within EU
legislation.

The question is whether this driver is
also a healthy economic one. Does the
replacement (or connection within an
ECPC ecosystem respectively) of
domestic schemes bring sufficient value
to cover the investments and opera
tional costs, for example in the form of
lower processing costs and scheme
fees? The card schemes and Big Tech
companies bring many innovations to
the market, making them hard to beat.

For a number of European banks that
still use a domestic card scheme, EPI will
be a window of opportunity: a way to
get rid of legacy systems and benefit
from best in class technology and scale.
As an example we can think of the

exploitation of payment data.
Consumers may have less contact with
their bank than with Google or Apple,
but in combination with click data and
other usage data from banking apps
and online services, the payment data
is a great source of knowledge about
preferences, interests and needs that is
still only scarcely used. The same way
the Big Tech companies are using
payments data to profile their
customers more and more specifically
and to offer tailored services, banks can
copy that trick. For many banks, this is a
more attractive alternative than
handing over their customers’ payment
data for free – to the same Big Tech
companies.

Conversely, one could also wonder
whether the competition is able or
willing to copy the EPI services. Major
existing players, such as Big Tech and
card schemes, generally tend to wait a
while to see how a new development
evolves and then step in with a lot of
power by leveraging their consumer
reach and investment capabilities.

Scenarios
Overall, we see three scenarios for the
development of retail payments in
Europe and the role of EPI in this.

Scenario 1: EPI succeeds in committing
the main European banks and in rolling
out the technical standard infrastructure
within a year.

The EPI sounds promising from the
perspective that the existing SCT Inst
infrastructure and API bank connections
are used. That is a big difference with
previous initiatives such as Monnet and
Payfair. However, we have to keep in
mind that this infrastructure is not
primarily set up for retail payments.
Additional investments are necessary to
create market readiness for retail

"The challenge in launching
a new payment initiative or

payment method is to
quickly scale up with users
on the issuing side, while
simultaneously creating

substantial acceptance on
the acquiring side"
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payments.
If European banks succeed in working

together and overcome cultural
differences, there must be sufficient
economies of scale to make EPI a
success. The largest domestic systems in
Europe, Girocard and Carte Bancaire,
could be replaced by EPI. This
immediately produces a high volume
and forms the basis for further growth. If
more banks join the initiative, this further
guarantees the desired scale from an
issuer perspective.

Scenario 2: the international card
schemes are adopting the technical
standards of instant payments and open
banking. The investments are too high
for EPI to follow.

When it comes to infrastructure, it will be
very difficult to beat the card schemes.
The dominant card schemes, Visa and
Mastercard, have invested billions in
their infrastructure and have global
reach. In addition, their service portfolio
is very extensive. The palette ranges
from cards to token services that are
accepted in all types of industries and
in all customer segments.

Card schemes are highly successful
around the world, showing double digit
growth year after year with healthy
profitability. At the same time, card
schemes respond to all developments
in the market, such as open banking
and instant payments. They have
turned themselves into technology

companies. Investments in technical
talent and acquisition and integration
of Fintechs are an important part of
their strategy.

An important disadvantage of card
schemes versus banks and Big Tech is
that they do not “own the customer”:
they don’t have direct access to
cardholders and merchants. The card
schemes provide their services to banks
and financial institutions, which means
they are highly dependent on the
decisions of their clients. Obviously, the
relationships between card schemes
and banks are very close. To protect
their position, the card schemes will
make sure their offer remains very
attractive to the banks.

With such attractive business partners
as an alternative, EPI could lose out: too
expensive and ultimately too little
added value.

Scenario 3: Big Tech companies
become the dominant players in the
retail payment market, as technology is
the main market driver.

Big Tech companies such as Google,
Amazon, Apple and Alibaba have
achieved a dominant role in con
sumers’ lives worldwide. They have
perfected their customer journeys
around shopping and payments. In
addition, most Big Techs already have a
banking license or a payment institution
license to provide financial services,
such as Ant Financial.

With all those customer contacts per
day and their integrated apps, Big Tech
companies are in an excellent starting
position to further increase their market
share and become dominant in the
European retail payments market. You
can see from the success of Apple Pay
how fast that can go. The question is
how EPI can withstand that market
power.

Which scenario will prevail?
This playing field will probably remain
fragmented for a few years before clear
winners and losers can be identified.
Banks, card schemes and Big Tech
companies will try to entice consumers
and merchants to choose their services.
The role of Fintech companies is
interesting in this respect: they will
respond to all these developments with
technological solutions. Evaluating
these three scenarios against criteria
such as customer reach, innovative
power, user centric design and brand
value, we believe the Big Tech
companies have the best credentials to
ultimately win the game, but much will
depend on the strength of EPI and the
pressure that the EU and the ECB
continue to exert to make a truly
European alternative possible. Time will
tell whether that will be enough.
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What is Click to Pay in three sentences?
Daniel: “Click to Pay is based on the
EMV® Secure Remote Commerce (SRC)
standard, developed by EMVCo. The
SRC standard makes it possible to
process payment transactions consis
tently on different devices, like
smartphones, tablets, desktop com
puters or smartwatches. In addition, the
technology ensures that card and
account data can no longer roam
unsecured over the internet.”

Why Click to Pay?
JanWillem: “The main driver for Click to
Pay is the simplification of the customer
experience. The smoother the checkout,
the less steps, the higher the chance
that the purchase will be completed
successfully. This is in line with the “card
notpresent” trend, where the card
number is gradually disappearing from

the transaction. Apple was one of the
forerunners with Apple Pay.”
Daniel adds: “The second driver is
improved security. Click to Pay
represents a new step in the constant
search for increasingly secure payments.
The manual entry of card data in
different web shops over and over again
is simply more vulnerable to errors and
online crime. The option to save this
data via cardonfile for followup visits
offers ease of use, but is not necessarily
safe. With Click to Pay, the data is
recorded once and encrypted in a Click
to Pay profile, and the transaction is
handled by means of a security token.”

Will Click to Pay remain limited to the
four participating payment schemes, or
can other payment brands also join in
the longer term?
JanWillem: "Click to Pay is intended as

Following Amazon, Paypal, Apple Pay and Google Pay, the four payments giants Visa, Mastercard, American Express and Discover
will introduce a “oneclick” checkout button: Click to Pay. A year ago, Click to Pay, which to the user is reminiscent of Paypal
Checkout, was rolled out in the United States. Technical preparations have now started to introduce the payment button worldwide.
How does Click to Pay work and what are the benefits for the consumer, the merchant and the various parties in the payment chain?
To find out and get a picture of the rollout in the Netherlands, we spoke with JanWillem van der Schoot, Country Manager of
Mastercard Netherlands and Daniel van Delft, Country Manager of Visa Netherlands.

JOINT INTERVIEW

Two country managers, one October

product: Click to Pay

For more information about Click to Pay, please reach out to peter.van.der.hart@connectivepayments.com

JanWillem van der

Schoot, Mastercard

Daniel van Delft, Visa
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open standard. If other payment
brands want to join, they will have to
report to EMVCo, that deals with
certification.”
Daniel: “EMVCo determines the rules for
entry, and for the time being
Mastercard, Visa, American Express and
Discover are the participants. As you
can imagine, joining Click to Pay will be
easier for one party than for the other.
To give a trivial example: suppose
WeChat wanted to join, the product will
have to be adapted because WeChat
handles payments inapp.”

How does Click to Pay work for the
consumer?
JanWillem: “Consumers now regularly
have to reach for their wallets to be
able to retype their card details in an
online checkout process. Anyone who
does this regularly knows how
cumbersome it is to have to enter a
card number, expiry date and CVV
code in a “guest account” for the
umpteenth time. With Click to Pay it
works differently. The consumer will see
a button that contains the new Click to
Pay icon, along with the logos of the
participating payment brands that are
accepted by the merchant."

Daniel: “The first time the user clicks on
that new payment button, he or she is
asked to create a Click to Pay account
once. The user id is the same as the
email address. In the Click to Pay
account, all standard data is recorded
that is required to complete the
checkout process. Every subsequent
time, the data is linked to the
transaction “behind the scenes”. The
great advantage for the consumer is
that every transaction takes place in
the same way. And the card details no
longer have to be reentered for every
transaction.”

That is very reminiscent of Paypal
Checkout.
Daniel: “An important difference for the
consumer is that Paypal works with a
funding account. As a result, Paypal
payments are also more expensive for
the merchant. Moreover, Click to Pay

transactions are a step more secure
than Paypal transactions, because of
the tokenization.”
JanWillem: “Another difference with
Paypal: Click to Pay is not a competitor
of the banks, and does not issue its own
cards like Paypal. In practice, the
customer will choose the payment
method that suits him best. Click to Pay,
unlike Paypal, has the advantage that it
closely matches the familiar mobile
banking experience.

Can you give an example?
JanWillem: “If authentication above a
certain threshold is necessary, it takes
place in the wellknown online banking
environment of the house bank, as a
side step of the transaction. That feels
familiar.”

And that in turn resembles iDeal.
Daniel: “Indeed, iDeal also matches the
familiar online banking environment in
terms of look & feel, but consumers will
notice that an iDeal transaction is more
timeconsuming than Click to Pay.”

What do you see as the most important
benefit for merchants?
Daniel: “Because the checkout process
is so much easier, increasing conversion
will be the big advantage for the
merchant. Baymard Institute calculated
in 2019 that 70% of online store
transactions are terminated pre
maturely because customers change
their minds before completing the
payment. Because you no longer need
to enter card data with Click to Pay,
and because separate 3DS verification
is no longer required, this dropout will

decrease significantly.”

Do you already have analytics to
substantiate that assumption?
JanWillem: “Click to Pay has only just
been introduced in the US and
unfortunately no research data is
available yet, but everyone under
stands that a greatly simplified user
experience will contribute to increased
sales. It is also up to the merchant how
he wants to use Click to Pay to
strengthen the relationship with his
customers.”

Does Click to Pay only work online or
also omnichannel, in the physical retail
environment?
Jan Willem: “Click to Pay will soon be
available wherever an electronic pay
ment takes place. In that respect it can
be compared with Apple Pay. As you
know, you can already pay with your
Maestro or V PAY debit card, or your
Mastercard or Visa credit card. With
Click to Pay, it will also become much
more common to pay for a purchase in
a webshop with your debit card instead
of your credit card.”

Daniel: “Whether you’re shopping in
Albert Heijn, sitting behind your laptop
or in an Uber taxi, the payment process
is becoming easier and more
straightforward. And, moreover, through
tokenization, increasingly more secure.”

"Payments are becoming
easier, clearer and safer for

consumers"

"Click to Pay closely matches
the familiar mobile banking

experience"
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Daniel, you mentioned tokenization
before. Since the introduction of Apple
Pay, this technology has been on the
rise. How do you see merchant
tokenization in relation to Click to Pay?
Daniel: “In both forms only the token,
and not the sensitive data, is shared.
Because the token cannot be traced
back to the card data, there is much
less chance of fraud. In the beginning,
tokenization was only used for mobile
contactless payments, but now you see
that the use of this relatively new
technology is increasing rapidly in all
kinds of applications.”

Jan Willem: “It could well be that Click
to Pay and merchant tokenisation will
soon coexist: Click to Pay for less
frequent transactions, merchant tokeni
sation for frequent transactions. Think of
Uber, which has your debit card details
on file so that you no longer have to
show your card when you pay for your
taxi ride. Merchant tokenisation means
one step less to complete the
payment.”

How will the Click to Pay rollout in the
Netherlands go, broadly speaking?
Daniel: “First of all: we notice that all
parties involved are very enthusiastic
about Click to Pay. My expectation is
that the major ecommerce acquirers,
such as Adyen and Worldpay, will take
the lead in the rollout together with the
issuing banks in the near future.”
Jan Willem: “It is still too early to mention
data. In any case, it will take a few
years before Click to Pay is fully rolled
out in the Netherlands. Incidentally,
components, such as the 3D Secure 2.x
protocol, are already available. We
expect the rollout to start with a
number of pilots, in which, for example,
a bank and an online merchant as
early adopters gain experience with
Click to Pay. Other players then step in,
so that the rollout takes place more or
less organically. The pilot that ING and
Ahold recently announced with
merchant tokenization is such an
example of two parties leading the
market development.”
Daniel: “When the time comes, card

holders will be notified of the new
payment method by their issuing bank;
Via the mobile banking app, the
cardholder can then “turn on” Click to
Pay for one or more debit and credit
cards. The cards are then added to his
or her Click to Pay wallet.”

Do you think there will still be central
coordination, as was the case at the
time, for example, with the rollout of
EMV?
JanWillem: “Perhaps some form of
coordination will prove useful during the
rollout, for example through the Dutch
Payments Association, but we don’t
know that yet. For the time being, we
are starting bilateral contacts with
issuing and acquiring banks.”

Will Click to Pay replace the existing
checkout methods of Mastercard and
Visa or will all those methods continue
to exist side by side?
Daniel: “Verified by Visa is our 3D Secure
2.2 solution for SCA (Strong Customer
Authentication). 3DS remains part of
Click to Pay. Visa Checkout, which has
never been rolled out in the
Netherlands, is being phased out in
other countries. As soon as Click to Pay
is available there, all parties using Visa
Checkout will automatically be
migrated to Click to Pay by us. So only
the front end still needs to be adjusted.”
JanWillem: “Something similar applies
to Mastercard. Mastercard Securecode
will run in the background in Click to
Pay as a 3DS authentication platform.
Like Visa Checkout, Masterpass has
never been introduced in the
Netherlands. In the countries where it

does exist, it will eventually be phased
out. The pace is particularly dependent
on the issuing banks. Our hope is that
the replacement will go quickly and
more or less automatically, because
Click to Pay is the more modern
solution, with a superior customer
experience."

How will the general public get used to
the new logo? Will it be launched with
an advertising campaign? Will there be
multiple campaigns from the individual
payment brands, or a joint campaign?
JanWillem: “That too is still too far in the
future to make any statements about it.
We do know that Click to Pay will not be
an exotic novelty for most consumers. It
ties in with other checkout develop
ments where the customer experience
is becoming more and more
“seamless”. Think of the introduction of
contactless POS payments: the
adaptation went very quickly, without
the need for large advertising budgets
to get customers used to the idea.”
Daniel: “We will of course take a good
look at the experiences in other coun
tries, that are ahead of us when it was
introduced, starting with the US. We will
include these in the development of
customer information and campaigns.”
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"The customer experience is
becoming more seamless"
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As a result of the revised Payment
Services Directive, PSD2 for short, the
market is changing. Banks open their IT
systems to third parties through
Application Programming Interfaces
(APIs). New providers connect with
innovative payment services that
respond to specific customer needs. In
this article we focus on one of those
startups, Buddy Payment, whose app
(‘Buddy‘) has been selected this week
by 89 Dutch municipalities to strengthen
their debt counseling efforts.

Fintech for good
According to a recent article in the
Dutch “Financieel Dagblad”, a new
trend in financial technology is ”Fintech
for good”: technology that helps
people control their debts. The social
costs of debts are enormous: in the
Netherlands alone, these amount to
between EUR 11 and 17 billion per year.
But behind that clinical number is a
world of psychological distress, debt
stress and the resulting disability. Budget
research shows that at least 40% of
Dutch people experience stress from
their financial situation. Many people

do not oversee the consequences of
changes, because they do not
understand whether or not they were
entitled to benefits, or because they
could not resist the temptation of a
major expense. This group cannot
handle a setback of 300 euros.

The VPRO TV docu series “Schuldig”
(Guilty), investigating the debt problem
in the Vogel neighbourhood in
Amsterdam, convincingly showed how
quickly debts can get out of hand.
Many local residents have to deal with
an accumulation of fines and collection
costs, as a result of which they lose sight
of a solution.

Debt counseling is a high cost for
government agencies, so caregivers
can only deal with the most dire cases.
Of 1.5 million, or more than 1 in 5 Dutch
households, who have problematic
debts, only 200,000 receive counseling,
namely citizens whose debt has risen to
the average amount of € 43,000.

Moreover, out of embarrassment
people wait five years on average
before asking for help. While at the very
beginning, when the first debts arise, it is
essential to keep a grip on expenditure.

For these people, a “trusted right hand”
– a buddy – can prevent debts from
arising and help repay existing debts.

Digital technology can help with this,
both to prevent debts and to pay off.
By giving control over the household
budget, by warning of incorrect
allowances or by giving tips to avoid
unnecessary or double costs. Such tech
nology is often called “Fintech for
good”.

Buddy Payment
One of the Fintech companies that
focus on the debt problem is Buddy
Payment. This Rotterdam startup of 11
people has developed an app that
helps citizens who experience problems
with their daily finances. The app is
offered by municipalities to residents, as
part of their debt counseling efforts. In

Fintech for good: PSD2 app Buddy Payment July

"As a result of the corona
crisis, more and more citizens
end up in problematic debts."

Reinier van Zutphen, Dutch
ombudsman

For more information about PSD2, please reach out to eppo.heemstra@connectivepayments.com
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stead of using their regular home ban
king app, the residents use the Buddy
app, that takes over control of the bank
account. To do so, the company
obtained a PSD2 (AISP) license from
DNB, the Dutch central bank. This
license gave Buddy Payment access to
the PSD2 API’s of the Dutch banks.

The app analyses the debits and
credits, reserves and puts aside the
monthly fixed charges (rent, gas and
electricity, health insurance etc.) and
presents the residual budget. It advises
on what can and cannot be done,
approves and rejects expenses, and
initiates due payments. Buddy is slightly

coercive: it prevents that money
intended for fixed costs or debt
repayment is used for other things. To
do this, the app needs the initial
permission from the user. Probably the
most sophisticated functionality is its
financial coaching software: next to a
fixed set of more than 1000 rules, Buddy
learns from its users’ behaviour and
preferences via AI algorithmes and a
proactive chat interface. For instance, it
can advise the user on benefits to
which he/she may be – or may not be –
entitled (to prevent having to reimburse
surcharges later).

In its young existence, the company
has experienced setbacks: during the
first pilot with 8 municipalities, it became
clear that the app was subject to
tendering. As a result, the pilot was
paused in September 2019. All attention
went to obtaining the tender, in
addition to the further development of
the functionality. On June 16, it was
announced that Buddy had won the
tender, which cleared the way for
further rollout.

Privacy
Privacy is of course a very important
point of attention for Buddy. After all, it
is about checking confidential data.

Both initially and with every payment
made by the Buddy app, it first asks the
user’s permission. But the most important
question is: do people dare to transfer
their most confidential financial data to
an app? In any case, user consent is a

"The Buddy app is a financial
friend who helps you and

relieves you, for example by
automatically putting money
aside for fixed costs. And by
keeping track of people with
monthly changing income to
see if they do not receive too
many or too few allowances."

Camiel Kuiper,
CEO Buddy Payment
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critical prerequisite; that is why the
Privacy & Security working group was
and still is one of the most important
expertise groups during the develop
ment phase, and why the app is
extensively tested in various munici
palities and expanded step by step.

Business model
Despite the primary idealistic objective,
Buddy is a commercial company. The
Buddy app product is aimed at munici
palities, who pay a monthly subscription
fee per user. Among other institutions
using the Buddy app are healthcare
institutions that support people with psy
chosocial and psychiatric problems with
their finances. In addition, the company
offers a socalled Budget Scan, aimed
at credit providers, health insurers,
banks, housing corporations and
telecom companies, who spend a lot of
time and money chasing after,
receiving reminders and writing off

poorly paying customers. Based on the
payment data, the Budget Scan
provides a quick insight into the
debtor’s financial situation. This product
is offered on a payperuse basis.
Contrary to what one might expect,
analysing and exploiting aggregated
data is not part of the business model.

Partners
Buddy is supported by an extensive
partner network. Most of them are
specialists, as debt counseling is a very
knowledge intensive domain. The com
pany has set up 6 highly specialised
working groups with members from
municipalities and organisations, focus
sing on topics like laws and regulations,
research, communication, municipal
and tax surcharges, human behaviour
and privacy & security. During their
initial startup, Rabobank was a strategic
partner, supporting Buddy with financial
expertise, marketing, and the develop
ment of PSD2 bank connectivity.
Enigma Consulting, Divosa, Kredietbank
Nederland and NVSI (the Dutch
Association for Social Innovation) all
support Buddy Payment with expertise
on debt issues and add an extensive
network with the municipalities. The
Reading and Writing Foundation
(‘Stichting Lezen en Schrijven’) supports
the development of a chat user
interface that is also suitable for low
literate citizens.

Technology
It is not easy to attract the best
developers in today’s tight labor
market, but Buddy Payment managed

to do that. An important attraction, in
addition to a competitive salary, is the
company’s social commitment. And
equally important for developers is to
be able to work with the most modern
technology. Buddy uses advanced tools
such as .NET Core, Microsoft Azure’s
cloud services, AI, data analytics and
conversational user interfaces. In order
to gain access to the user’s account
information, connection to the banks’
PSD2 APIs is also required. On March 10,
Buddy Payment reached an important
milestone when the company obtained
a PSD2 (AISP) license from DNB, the
Dutch central bank.

The PSD2 legislation requires banks to
provide access to licensed Third Party
Providers, like Buddy Payment, to their
user’s bank accounts, via Application
Programming Interfaces (API’s). Since
the legislation is still brand new, the API’s
provided by the banks are not yet very
mature and limited in their docu
mentation.

Sources

“Top Names – interviewing Camiel Kuiper”, 712020

“Debt counselor Buddy gets access to bank data”,

FD 10022020

“On the rise: the fintech that helps with problematic

debts,” FD 24122019

“The Buddy app: a financial friend who helps with

money worries, or a digital sniffer in private matters?”,

De Volkskrant, 1962019

“Buddy V16 business plan”, 1972019

“Overall view of the size and prevention of debts in

the Netherlands”, Nibud, 2014

Feedback from Camiel Kuiper and Marco van Etten,

2020.

"The API’s turn out to be
unstable from time to time
and show inconsistencies

between the implementations
of the different banks. For this
reason Buddy Payment works

closely together with the
banks, to improve the API’s

and eventually the
experience for the end user."

Marco van Etten,
CTO Buddy Payment
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During the Amsterdam FinTech Week,
Connective Payments, together with law
firm Van Doorne, staged a webinar on
the importance of strategic partnerships
as a prerequisite to upscale and grow in
the FinTech industry. In this article, we
summarise the key messages from this
webinar.

Promising Dutch FinTech
Research from 2019 shows that the
Netherlands has a relatively large
FinTech sector with a predominantly
positive outlook for the future. Most of
the Dutch FinTech companies expec
ted an increase in revenues in 2020,
with 28% of them expecting an increase
of 100% or more. At the same time, 65%
expected a profit increase and 85%
expected an increase in personnel

And then came COVID19.
Indeed, the expected economic
contraction over 2020 of the Dutch
economy is currently a ‘mere’ 5% and
the expected economic growth for
2021 is currently 3.5%. Having said that,
everything remains fragile, so there is
ample reason for trying to maintain the
FinTech sector’s current position, and to
expand and strengthen it where and

when possible. For this reason the Dutch
government has presented its FinTech
Action Plan in July 2020.

At this moment the Action Plan is still
quite vague and more an overview of
current and future policy intentions than
a detailed plan, ready to be converted
into legislation. Nevertheless, the Dutch
government realises the world of
FinTech is hyper connected and the
Action Plan refers to many strategic
partnership drivers, such as access to
money/capital (both private and
public!), access to expertise, access to

customers, access to new markets,
access to technology and access to
innovation and an innovative culture.

Strategic partnerships rationale
The interdependency of FinTech busi
nesses is high by nature: many FinTech
businesses are connected to other
FinTech businesses because they need
each others services to complete their
offering. Of course, “strategic partner
ships” is a collective term that include
many forms. These are the most
common types, with some examples:

like Signicat for
onboarding, Payon/ACI as a key
connector to the payment methods
and PSD2 API connectors like Plaid,
Visma and IBANXS.

like the
FirstData/Fiserv JV’s with banks like ABN
AMRO/EMS Products like Paypal, iDEAL,
Klarna and Afterpay sold through PSP’s.

in which PSP’s and
banks parent with the domestic and
international card schemes for their
issuing and acquiring business; BIN

Strategic Partnerships: October

What opportunities and pitfalls do they hold?

"None of us would have
expected to be in the

situation we are currently in.
Most certainly the pandemic

will lower expectations.
Nevertheless, the Dutch
FinTech sector is still well

positioned."

Ronald te Velde,
Managing Partner

Connective Payments

For more information about strategic partnerships, please reach out to ronald.tevelde@connectivepayments.com
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sponsoring, of which probably the best
example is Wirecard, whose BINs were
used by card issuers like Anna Financial,
GlintPay, Simpledcard and many more;
we also see partnering with a PSD2
certified issuer or acquirer as a common
practice to speed up product develop
ment.

Innovation partnerships: we see many
banks struggling with legacy
infrastructure starting investment funds
to get access to innovations, or
investing in innovative subsidiaries. A
good example would be ING investing
in CoBase, or starting their own Fintech
venture like Yolt.

with product
leaders can have a sound business
rationale. Think of Brinks/G4S, servicing
its customers with vaults and POS cash
processing systems, all provided by
partner companies.

with specialist
companies that excel in, for instance,
customer services or CDD.

You can have different reasons to look
out for a strategic partnership. In
general, scale is key in the Fintech
industry and established partners can
provide just that. Many of our clients
seek geographic expansion or hope to
acquire new customers and thus
increase revenues through partnering.
As an example, ING is partnering with
Kabbage in France and Italy to offer

business lending to small businesses, a
customer segment ING was not able to
reach themselves in an efficient way.

Others want to tap into new
technologies or lower their operating
cost. For instance, Mollie is working
together with Slimmer AI for transaction
monitoring; and Bunq is teaming up with
Transferwise for international payments.

Improving customer experience
proves to be one of the strongest drivers
for strategic partnering, most notably
among banks. According to Valuer.ai,
85% of banks mention “improving
customer experience” as ‘very impor
tant’ to their FinTech partnership strate
gies. Other objectives, like “creating
new capabilities” (55%), follow at a
considerable distance.

Building a partnership
Creating partnerships is about make or
buy decisions. Each step in the value
chain should be carefully evaluated on
make or buy options. As a rule of
thumb, research suggests that the
higher the business risks tied to
outsourcing, the more sensible it is to
develop the necessary capabilities in
house, and vice versa. So with
moderate risks, building a partnership
can be the best opportunity.

Common pitfalls
But of course with opportunities come
pitfalls. For one thing, building a
partnership takes time and effort,
almost like a marriage. Especially in
crosscultural settings. Remember Geert

Hofstede’s cultural dimensions? Even
between neighbouring countries or
regions speaking the same language,
there can be considerable ground for
misunderstandings. It may be wise to
get some specialist advise on the do’s
and don’ts in a different culture than
your own. “Cultural differences” are by
no means only crossborder. They can
also stem from the type of organisation:
startup companies and corporates can
easily talk past each other, even if
they’re both from Amsterdam. One may
be willing to take risks or adapt to
changing circumstances, the other may
be much more riskaverse or inflexible,
sticking to protective policies even
though there may be no reason to do
so.

Besides a cultural understanding,
there should be some sort of fit in
strategic focus. Do you share the same
driver for a strategic partnership? Are
you both looking at the same time
frame, i.e. long term versus short term?
Will the partnership be exclusive or will
that be a no go for your partner? Is
there any chance that through the
partnership you are going to educate
your future competitor?

Knowing your partner is a continuous
obligation. Only a few months ago, the
Wirecard scandal hit the industry. It
presented a hard lesson to a lot of
merchants and PSP’s: don’t let your
business continuity depend entirely on
your partner, and stay aware of legal
and operational compliance risks.

Selecting the right partner
Are you really ready to partner? What
we mean is, before you start putting out

"In our view, selecting the
right partner takes three steps,
of which “vendor selection” is
only the last one, the first two
being a clear understanding
of the business context and a

thorough view on the
payments ecosystem."

Eppo Heemstra,
Interim Manager Financial

Industry / Board Member FinTech
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an RFP and negotiate with a prospect
partner about requirements and price
structures, be sure you first understand
your current and future customer
solution needs, the contract volume (in
terms of projected number of cus
tomers, transactions etc.) and the
technical infrastructure. Is there a good
fit with your technical architecture? Is
there any overlap with other partners?
are questions to resolve before you dive
into the actual selection process.

Selecting the right partner
should not be taken lightly, because
switching partners afterwards is in most
cases extremely hard.

Managing partnerships
When the contracts are signed, the
champaign is uncorked and the
cooperation begins, it’s time to sit back
and relax, right? Well, no. You need to
manage the partnership for the
duration of its life cycle. Com
munication, resource allocation,
decision making, performance assess
ment and continuous improvement are
key elements to manage the alliance
with your new partner. The contract
never lays out everything that needs to
happen. A good partnership gradually
updates and evolves with people
working together, solving problems and
making joint decisions.

In most cases, if not all, appointing a
separate partnership or alliance
manager is required to guarantee a
healthy and productive collaboration.
He or she will be there to reduce and
sooth tensions and solve inevitable
problems, having insight knowledge of
business and technology issues and fully
respecting all stakeholders involved.

It may sound unromantic and harsh, but
it’s also wise to have an exit strategy
from the start. All kinds of circumstances
can trigger the dissolution of the
alliance: underperformance, costs,
unexpected compliance issues, reputa
tional damage, bankruptcy. Therefore,
managing the partnership and its

contingencies also means answering
questions on:

Risk: what will be the likelihood of any of
these circumstances to happen?

Impact: how will any of these circum
stances affect your performance?

Measures: how can you mitigate the
effects?

Communication: what should you
communicate at any of these circum
stances?

As the Dutch FinTech Action Plan points
out, building the right strategic partner
ships is crucial to be successful in the
FinTech industry. But as we have
pointed out, that is easier said than
done. In this article, we have
highlighted some of the elements to
consider, with an overview of the
rationale, the most common pitfalls to
avoid and some of the typical problems
to overcome.

"The Connective Payments
team is here to help you
prepare for, select and
manage your strategic

partnerships to grow your
business. If you feel ready to

go down this road, let’s
connect."

Ronald te Velde,
Managing Partner

Connective Payments
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Some time ago a CFO of a large online
travel agent was asked about the
percentage of outages they have with
manual transfers. He answered without
a glance or blush: “We have a dropout
rate of only 10% in our reconciliation.”

Although this concerned manual bank
transfers of an online travel agency, an
outage of more than 1% in the
reconciliation process is certainly no
exception. However, by fully digitising
the payments process and optimising
available functionalities of your pay

ment partners, a dropout of less than
0.5% can easily be achieved.

Many companies see their payments
processes and platforms as a domain of
“techies”. Due to a lack of knowledge,
they assume their PSP will take care of
the difficult issues. But because of this,
huge opportunities are missed to save
costs and increase conversion.

Everything that takes place online is
becoming simpler for the enduser,
while behind the scenes everything is
becoming more complex. This is also
true for online payments and PSPs. In

addition to iDEAL, credit card and
PayPal, dozens of domestic and
international payment options are
offered. Behind these are several
schemes, processors and clearing
houses, each with their own
reconciliation rules, timelines and condi
tions. PSPs such as Adyen, Stripe,
Checkout.com, Worldpay, Ingenico
and many others offer plug & play
solutions to get rid of all that complexity
at once. In addition, they offer more
and more platform capabilities to
increase conversion and improve

How merchants underestimate the payments January

process and leave huge opportunities up for grabs
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efficiency, such as clientside encryp
tion, split payout solutions (market
place payout), Business Intelligence
tools, intelligent routing, account
updaters, retry logic, customer profiling,
advanced fraud management and so
on. Working with a PSP makes sense, but
is not a magic bullet.

Here is why:

The first mistake many companies make
during PSP selection is underestimating
the complexity. Often, emphasis is put
on price, rather than a wellfounded
assessment of the business, operational
and technical requirements the com
pany needs versus what the PSP has to
offer. Furthermore, the payments
platform’s capabilities are often pre
sented as the ultimate solution for the
merchant’s challenges. It is therefore
assumed that the PSP will take care of
everything after the integration phase.

This leads to the second challenge:
the optimal deployment of the PSP’s
functionalities remains the responsibility
of the merchant. In other words: every
merchant working with a PSP should
organise itself accordingly.

It is our experience that overall
knowledge and ownership of the pay
ments process is crucial for continuous
optimisation of conversion, cost
reduction and automation.

During the PSP selection and later in the
implementation phase, disciplines such
as Finance, IT, Marketing and e
Commerce are involved in the project.
To get the platform live as quickly as
possible, the “musthaves” list is kept as
limited as possible. After the launch and
the elimination of aftercare issues,
everyone retreats and is relieved that
the project is over. The consequence is
a lack of ownership and subsequently
internal knowledge gets fragmented
with the following issues as a result:

1. Little insight in how to steer towards
cost reduction (processing costs,
transaction costs, interchange fees,
cross border, fx and costs related to
internal processes);

2. Limited understanding of how to
increase payments conversion based
on rejected or unsuccessful transactions
considering that little to no use is made
of available PSP functionalities and
Business Intelligence tools;

3. An unhealthy dependency on the
PSP or other third parties.

It is therefore imperative that someone
within the organisation takes ownership
of the payment partner(s) and
associated processes. Someone who
has overall knowledge of the payments

process and is the link between
Finance, IT, ecommerce and Business
Intelligence. Someone who understands
how a payment is processed from A to Z
and how processes can be streamlined,
costs can be reduced at transaction
and process level and conversion is
increased based on specific data and
functionalities that the PSP has to offer.

Sounds easy, doesn’t it? Unfortunately,
there is no skeleton key that fits all locks.
It takes thorough analysis and hard work
to engineer the optimal solution and
take advantage of all the benefits of
working with a specialised PSP.

At Connective Payments, we have
broad experience in dealing with these
challenges. We can help by analysing
your payments process and design it in
such a way that you reduce costs while
increasing conversion rates; we can
train your staff in payments knowledge
and ownership or support you in the
selection and/or implementation of one
or multiple PSP’s. Finally, we help to turn
your vendors into true business partners.

The first mistake many
companies make during PSP
selection is underestimating

the complexity
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These have been catastrophic times for
Wirecard. Clients have been affected
and look for alternatives. Time to
oversees the battlefield. How do
companies respond and what should
be their priorities?

A recap
On 22 June, prosecutors in Munich
arrested CEO Markus Braun after he
turned himself in. Wirecard, pride of the
German fintech and member of the
DAX index of listed companies,
admitted that $2.1 billion in cash the
company claimed it had, likely never
existed. Following news of the missing
billions, the firm’s shares plunged more
than 95%, a loss of $15,8 billion in market
value. On 26 June, the UK Financial
Conduct Authority (FCA) suspended its
permission for Wirecard Card Solutions
Limited to operate. This overnight
decision has affected many companies
relying on Wirecard in the financial
sector. Mastercard and Visa blocked
the authorisations on Wirecard Card
Solutions ltd (WCS) cards. Companies
using WCS as a card issuer informed
their consumers that payments were no
longer possible. On 29 June the FCA
allowed WCS to operate again. From 30
June onwards consumers could use
their card again.

Business impact
The business impact of the suspension,
and beyond, is considerable. More than
150 Fintech companies could not

provide their payment card services to
millions of consumers. Companies like
Anna, Pockit and Curve found them
selves challenged for a response to their
worried consumers. “Do I still have
access to my money?”, “When will the
service be restored?” and most of all
“What are you going to do about this?”

Based on a short study of 15 Fintech
companies, almost 50% (eg. Pockit,
Anna) communicated to their card
holders to consider to move away from
WCS to a new card provider. Timelines
to move are not mentioned however.
Almost 20% will use a scheme. Most
Fintech companies were either already
prepared or half portfolio integrated.
Curve migrated its portfolio during the
blocked weekend, using its principal
membership with Mastercard esta
blished months earlier in April 2020.
Dozen will speed up migration to Visa
directly. Timelines here are still mostly
within 2020. Some companies have not
decided (<10%) or not communicated
20%, a total of 30% unclear. Most
notably Stocard. Also here we expect a
strong intention to move to one of the
card schemes, or to another provider.

Most companies do not mention a
timeline for the decision, or the move

itself. It is still too early for that. However,
the situation clearly illustrates the need
for an actionable contingency plan.
These are our expectations and
recommendations in order of priority:

1. Restore trust
Consumers expect an actionable
followup that restores trust in the ability
of these Fintech companies to select
trustworthy partners. Even companies
that did not communicate their next
steps need to restore trust in their ability
to select a partner. Communication will
be needed on the short term.

2. Start with an alternative plan
We expect >50% of the impacted 150
companies to at least engage in
activities such as updating their
contingency plan and procurement
criteria, investigating the options for
direct connection to a card scheme
and setting up a communication
strategy to consumers.

3. Move to a new partner if needed
A considerable group will start the
actual procurement process for a RfI
and RfP the coming months Schemes
offer fast tracks. Visa offers a complete
overview of all fast track partners per
region. Mastercard has a startpage as
well. In case of a partner, the speed
largely depends on the choice be
tween a full end to end or multiple
service providers (for BIN sponsor, pro
cessing and program management).

Wirecard and beyond July

Source: Refinitiv, FT

"The situation clearly illustrates
the need for an actionable

contingency plan"

For more information about strategic partnerships, please reach out to otto.vos@connectivepayments.com
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Research agency Kantar’s latest report
“From bricks to clicks: the impact of
neobanks so far” investigates the share
of wallet of socalled neobanks – online
retail banks with no physical offices – in
a number of international markets.

While judging by the number of
downloads it may seem that their
market penetration is growing rapidly
everywhere, the actual usage is
lagging behind, except in China, India
and Brazil, traditionally financial markets
with lots of previously unbanked citizens.
In mature markets like Europe and the
US, neobanks do report fast growing
numbers of new customers, but those
customers tend to try it out on their
smart phones, curious about new (free!)
app features and attracted to young
and hip brands like Monzo and Revolut.
However, up to now few customers
really switch from their traditional bank
account to one of the neobanks,
leading to relatively low shares of
wallet, typically 13% or less.

China
The situation in China is totally different:
with a market penetration of 93%, 42%
of Chinese retail customers consider
one of the neobanks to be their primary

bank, resulting in a 39% share of wallet.
This is partly because of the integration
of neobank services with social media:
91% of Chinese customers bank with
Alipay, 51% with JD Finance. The share
of wallet of neobanks Nubank, Banco
Inter and Next in Brazil is even bigger:
40%, with India following at 24%.

Digital transformation
On the question whether traditional
banks in the US, Europe and Singapore
should be worried or not, the study
argues that there is no ground for
complacency. The market is now all
about delivering an excellent customer
experience and growing share of elec
tronic wallet. Any retail bank lagging
behind in digital transformation stands
to lose customers on two fronts: to the
neobanks themselves, and to those
traditional banks that are truly investing
in delivering an enhanced digital
customer experience, often copying
innovative features previously intro
duced by neobanks.

On the question what neo

banks themselves should do to grow
their share of wallet in mature financial
markets, the study argues that
extending their product portfolio more
widely, in stead of just deep selling their
P2P service offerings to more customers.

Are neobanks gaining momentum? January

Kantar (2019) Future Finance
from bricks to clicks: The

impact of neobanks so far
https://bit.ly/33iaGBp

For more information about neobanks, please reach out to ronald.tevelde@connectivepayments.com
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The European Commission has recently
published its Retail Payments Strategy.
Let’s get into it right away: the
Commission is very ambitious and
would like to see panEuropean
payment solutions rather sooner than
later. The new ambition levels of the
heads of government of the EU,
displayed in the negotiations of the last
few weeks, to invest billions of euros in
the European economy, seems to have
triggered a new momentum amongst
EU officials. The EU could and should
become world champion in innovative
technologies, a.o. in digital payments.

The Commission focuses on four pillars.

The first pillar is all about instant
payments as the new normal. This is the
most extensively described pillar. Going
from 1 to 4, the pillars are less
elaborated and, in our opinion, softer.
Our conclusion from closely reading the
strategy document is, that the
Commission first and foremost prioritises
the development of a panEuropean
infrastructure, for a large part based on
instant payments, over the opening up
to global markets. Although connec
tivity with the Global Payment Initiative
(GPI) of SWIFT is mentioned as one of
the recommendations to PSPs, this does
not sound as an imperative advice.

The question is: how will we ever get a

serious home grown European payment
infrastructure if it cannot support global
payments? Perhaps the Commission
sees it in the long run: focus first on
achieving standardisation in Europe
with instant payments as a strong
alternative to established card
schemes.

We have summarised the key
takeaways of the Retail Payments
Strategy, based on the proposed
actions. A little disclaimer: we did not
include all of the actions, only the ones
we feel most important. Furthermore,
many of the proposed actions take the
form of planned evaluations and
foresight studies. For the sake of

EU Retail Payments Strategy: Rising October

Ambitions on Payments in Europe
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Competition

Innovative and

competitive retail

payment markets

Interoperability

Efficient and

interopable retail

payment systems and

other support

infrastructures

2

Instant payments

Increasingly digital

and instant payment

solutions with pan

European reach

readability, we have shortened these
actions to reflect the objective of the
exploration.

The Retail Payments Strategy clearly
aims at making the EU payments
infrastructure more standardised, more
efficient, more beneficial to European
citizens and businesses and less
dependent on nonEuropean retail
payment schemes. Overall, the EU
payments environment is highly
complex, with a plethora of both
domestic and panEuropean initiatives.
The Commission seeks to reinforce SEPA
and strengthen innovative and truly
panEuropean solutions, with instant
payments as its most striking figurehead,
to foster economic growth.

The Commission wants SEPA instant
payments to become the new
norm in the payments infra
structure. Adherence to this policy
could become obligatory for
Financial Institutions

Standardisation of QR and NFC
technology at EU level, to remove
restrictions on cross border tran
sactions

A “label” and a visible logo for
panEuropean payment solutions.

An end to all breaches to the SEPA
legislation (“IBAN discrimination”
with crossborder payments)

Modernisation and simplification of
merchant’ payments acceptance
facilities, such as ereceipts

Promote the use of eID for SCA, by
developing a legal framework at
EU level

Improve the acceptance of digital
payments

Maintain and protect the accep
tance and availability of cash

Work with the ECB towards the
issuance of Central Bank Digital
Currencies (CBDCs)

As part of the PSD2 review process,
a legislative proposal for a new
“Open Finance” framework

Strengthening of the compliance
oversight

Combining PSD2 licenses with E
Money license.

Inclusion of richer data in payment
messages by implementation of
global standards, e.g. ISO 20022.

Encourage PSP’s to use the Global
Payments Initiative of SWIFT for the
tracking of crossborder payments.

1 4

International nonEU

Efficient international

payments, including

remittances

Four pillars of the EU's retail payments strategy
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Let's grow your business in cocreation.
We are there for you.
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