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CCCClllliiiicccckkkkssss----aaaannnndddd----mmmmoooorrrrttttaaaarrrr    mmmmoooonnnneeeeyyyyCCCClllliiiicccckkkkssss----aaaannnndddd----mmmmoooorrrrttttaaaarrrr    mmmmoooonnnneeeeyyyy

Mike Hendry

Payment Systems Consultant

Clicks-and-mortar m oneyClicks-and-mortar m oney

• Who sells on the Net and why?

• What keeps them awake at night?

• Paying on the Net

• Learning to love the bomb

TTTThhhheeee    eeee----zzzzoooonnnneeeeTTTThhhheeee    eeee----zzzzoooonnnneeee

BBBB2222CCCC    $$$$3333 0000
bbbbnnnn

BBBB2222BBBB    $$$$3333 00000000
bbbbnnnn
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WWWWhhhhoooo    aaaarrrreeee    tttthhhheeee    ppppllllaaaa yyyyeeeerrrrssss????WWWWhhhhoooo    aaaarrrreeee    tttthhhheeee    ppppllllaaaa yyyyeeeerrrrssss????
• Major international brands

• Retailers

• Manufacturers & distributors

• “The dot.coms ”:
– Disintermediaries

– Auction houses (forward & reverse)

– Portals

– Digital goods merchants

WWWWhhhhaaaatttt    aaaarrrreeee    tttthhhheeeeyyyy    sssseeee lllllllliiiinnnngggg????WWWWhhhhaaaatttt    aaaarrrreeee    tttthhhheeeeyyyy    sssseeee lllllllliiiinnnngggg????

• Physical goods:  CDs, books, clothes,
PC hardware

• Services:  airline & theatre tickets,
information

• Digital goods: software, music &
video (MP3 etc), information

PPPPhhhhyyyyssssiiiicccc aaaallll    ddddeeeelllliiiivvvveeeerrrryyyy

NNNNoooo    ddddeeee lllliiiivvvveeeerrrryyyy

DDDDiiiiggggiiiittttaaaallll    ddddeeeelllliiiivvvveeeerrrryyyy

WWWWhhhhaaaatttt    kkkkeeeeeeeeppppssss    tttthhhheeee mmmm    aaaawwwwaaaakkkkeeee    aaaattttWWWWhhhhaaaatttt    kkkkeeeeeeeeppppssss    tttthhhheeee mmmm    aaaawwwwaaaakkkkeeee    aaaatttt
nnnniiiigggghhhhtttt????nnnniiiigggghhhhtttt????

• Their stock price
– Number of visitors / registrations

– Attractive website , good links, publicity

– Whizzy  technology, stable site, up-to-date

• Delivery: logistics, returns

• How to get paid?  No!
PPPPrrrrooooffffiiiittttssss    aaaarrrreeee    ffffoooorrrr    wwwwiiiimmmmppppssss!!!!
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FFFFoooorrrrmmmmssss    ooooffff    ppppaaaayyyymmmmeeee nnnnttttFFFFoooorrrrmmmmssss    ooooffff    ppppaaaayyyymmmmeeee nnnntttt

• Off-line (cheque or bank giro)
• Account
• Pre-registered card payments
• On-line card payments

– Open
– SSL/TLS
– SET
– Chip
– Wallets (fat & thin)

• E-purses and e-money

OOOOnnnn----lllliiiinnnneeee    ppppaaaayyyymmmmeeeennnntttt    iiiissssssssuuuueeeessssOOOOnnnn----lllliiiinnnneeee    ppppaaaayyyymmmmeeeennnntttt    iiiissssssssuuuueeeessss

• Link with goods / delivery address?

• Correcting errors

• Physical delivery (for many products)

• Returns and refunds

• Security
– What exactly do we

mean by that?

WWWWhhhhaaaatttt    wwwwoooorrrrkkkkssss    ffffoooorrrr    wwww hhhhoooommmm????WWWWhhhhaaaatttt    wwwwoooorrrrkkkkssss    ffffoooorrrr    wwww hhhhoooommmm????
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TTTTeeeeeeeennnnaaaaggggeeeerrrr    bbbbuuuuyyyyiiiinnnngggg    MMMMPPPP 3333    ffffiiiilllleeeessssTTTTeeeeeeeennnnaaaaggggeeeerrrr    bbbbuuuuyyyyiiiinnnngggg    MMMMPPPP 3333    ffffiiiilllleeeessss

• No credit

• Real-time transaction

• Low ticket value, so txn
cost must be low

• No recourse

Ë EEEElllleeeeccccttttrrrroooonnnniiiicccc    ppppuuuurrrrsssseeee

BBBBuuuussssiiiinnnneeeessssssssmmmmaaaannnn    bbbboooooooo kkkkiiiinnnnggggBBBBuuuussssiiiinnnneeeessssssssmmmmaaaannnn    bbbboooooooo kkkkiiiinnnngggg
fffflllliiiigggghhhhttttssssfffflllliiiigggghhhhttttssss

• Time-saving, convenience

• High value

• Low margins, so
must be low risk

• Low transaction risk

• Loyalty opportunities

Ë CCCChhhhiiiipppp  ccccaaaarrrrdddd  wwwwiiiitttthhhh  eeeelllleeeeccccttttrrrroooonnnniiiicccc  ttttiiiicccckkkkeeeetttt

PPPPeeeennnnssssiiiioooonnnneeeerrrr    bbbbuuuuyyyyiiiinnnngggg    ggggrrrroooocccceeeerrrriiiieeeessssPPPPeeeennnnssssiiiioooonnnneeeerrrr    bbbbuuuuyyyyiiiinnnngggg    ggggrrrroooocccceeeerrrriiiieeeessss

• Home delivery

• Confirmation on delivery

• Low fraud risk

• High risk of errors

Ë CCCCaaaasssshhhh    oooorrrr    ccccoooonnnnffffiiiirrrrmmmmaaaattttiiiioooonnnn    oooonnnn    ddddeeeelllliiiivvvveeeerrrryyyy
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CCCChhhhooooiiiirrrrmmmmaaaasssstttteeeerrrr    bbbbuuuu yyyyiiiinnnngggg    mmmmuuuussssiiiiccccCCCChhhhooooiiiirrrrmmmmaaaasssstttteeeerrrr    bbbbuuuu yyyyiiiinnnngggg    mmmmuuuussssiiiicccc

• Niche market

• Scope for added value services

• Medium - high txn values

• International (probably)

• Not time-critical

Ë SSSSeeeerrrrvvvveeeerrrr----bbbbaaaasssseeeedddd    ((((tttthhhhiiiinnnn))))    wwwwaaaalllllllleeeetttt    &&&&    sssseeeeccccuuuurrrreeee
pppprrrroooottttooooccccoooollllssss

DDDDiiiissssppppuuuutttteeeessssDDDDiiiissssppppuuuutttteeeessss

• Internet transactions
50 times as likely to
be disputed!

• Cross-border
particularly bad

• Cost of handling
disputes &
chargebacks

IIIInnnntttteeeerrrrnnnneeeetttt    ffffrrrraaaauuuuddddIIIInnnntttteeeerrrrnnnneeeetttt    ffffrrrraaaauuuudddd

Cardholder denies using card on
Internet

• Carbon copies
• Creditmaster and other programs
• First party fraud (repudiation)

– Adult sites etc

• Abuse of stored card
& transaction details

• Merchant fraud
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OOOOtttthhhheeeerrrr    IIIInnnntttteeeerrrrnnnneeeetttt    ddddiiiissssppppuuuutttteeeessssOOOOtttthhhheeeerrrr    IIIInnnntttteeeerrrrnnnneeeetttt    ddddiiiissssppppuuuutttteeeessss

Cardholder admits using card on Net
but disputes transaction

• Contract terms unclear
– “I didn’t know I was committing myself”
– “I didn’t realise this was a charge per

page”

• Disputed amounts
• Merchant name differs from websiteBBBBeeeesssstttt    pppprrrraaaaccccttttiiiicccceeee    iiiissssssssuuuueeeessss

HHHHoooowwww    ttttoooo    hhhhaaaannnnddddlllleeeeHHHHoooowwww    ttttoooo    hhhhaaaannnnddddlllleeee

• Card schemes’ answers:
– Merchant supervision / exclusion
– End-to-end security

• Some other useful steps:
– Separate “plastic” and “virtual” cards
– Integrate transaction with payment
– Store customer identity certificate &

records
– Meaningful merchant certificates (Cs of

C)

IIIInnnntttteeeeggggrrrraaaattttiiiioooonnnn    iiiissssssssuuuueeeessssIIIInnnntttteeeeggggrrrraaaattttiiiioooonnnn    iiiissssssssuuuueeeessss

Purchase
txn

Paym ent

Logi stics /
delive ry

Exist ing
operat ions
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IIIInnnntttteeeeggggrrrraaaattttiiiioooonnnn    ffffoooorrrr    eeee xxxxiiiissssttttiiiinnnnggggIIIInnnntttteeeeggggrrrraaaattttiiiioooonnnn    ffffoooorrrr    eeee xxxxiiiissssttttiiiinnnngggg
mmmmeeeerrrrcccchhhhaaaannnnttttssssmmmmeeeerrrrcccchhhhaaaannnnttttssss

• Channel conflicts

• Pricing issues

• Brand issues

• To cross-subsidise or not?

• Integrate and share costs?

• Or separate and gain a new business?

TTTThhhhiiiinnnnkkkk    ooooffff    eeee----ccccoooommmmmmmmeeee rrrrcccceeee    aaaassss    aaaaTTTThhhhiiiinnnnkkkk    ooooffff    eeee----ccccoooommmmmmmmeeee rrrrcccceeee    aaaassss    aaaa
mmmmaaaarrrrrrrriiiiaaaaggggeeeemmmmaaaarrrrrrrriiiiaaaaggggeeee

• ‘E’ brings the new market reach, new
delivery methods and high stock price

• ‘Commerce’ brings the experience,
stability and sound business practices


