
Innovations in Payments
- Why SEPA works and Mobile 

Payments don’t -

Financial Services Club 

London, 27 October 2008

Michael Salmony



1

1st Multi-Media Internet Application?

The Cambridge Coffee Pot

160.000 hits per year
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Equens 2008

• Equens SE
– Head office: Utrecht, the Netherlands
– Locations: Utrecht, Frankfurt, Stuttgart, Helsinki
– Establishing Equens Italia S.p.A. with ICBPI Group
– EACHA CSM Network with DIAS (Greece), Iberpay (Spain), Seceti (Italy), 

VocaLink (UK)

• Processing Payments: ~ 7.6 billion transactions

• Processing Cards: > 2 billion transactions
• Managing Portfolio of 25 million cards
• Hosting over 230,000 POS and ATM terminals
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Equens serves large banking community across Europe 
(extract)
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Equens
throughout
Europe

• Goal 2010:
– 10 billion payment transactions
– 7 billion card transactions

• Top pan-European, full service
payments processor



5

Dominant Result of Banks & Future 2008 FhG/Equens
Survey

• Industrialisation

• Ever cheaper
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But, guess what ?

• Only ¼ of Banks feel well prepared for the future

• … so maybe cost-cutting is not enough ?
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How to Prepare for the Future ?

• New revenue streams

• Differentiation esp. in commodity markets

• Integration in value-chain of customer

• Prepare for paradigm shifts

• Attract new/different employees

• Competitive intelligence – look outwards

• Reduce risk of investments

Innovations
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Paradigm shift

• Founded 1768
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Paradigm shift – Music industry

• MP3
• Downloads
• Napster/P2P sharing
• Death of Copyright

Grammophone→33 1/3→LP→CD                    Tickets+T-Shirts

Note: Core Business transformed …
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Nothing to do with Banking & Payments Industries ?

• Every industry dependent on innovations

• Every industry experiences paradigm shifts

• Banking/Payments industry is/will be particularly affected by 
change – all virtual goods and services!

http://www.amazon.com/gp/product/images/B001F7AGHE/ref=dp_image_0?ie=UTF8&n=283155&s=books
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Drivers for Innovations in Payments

• External structural influences
– SEPA

• Technological influences
– Mobile
– Internet/e-Commerce/Online Banking
– Chip
– Contactless

• Market expectations
– Real-time
– Reduce paper/STP
– Cost reductions
– Value-added services
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Je ne SEPA

• SEPA harmonises payment law and standards in Europe

• Possible strategic implications
– Account consolidation in Europe
– Increased competition (lower prices/margins, 

fewer/bigger processors)
– European leverage

• for merchant
• for providers of value-added-services

Sources: DB Research (2007)/ Rundshagen and Riese (2006)
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Added Revenue

• “The greatest revenue earning potential will reside around the 
value adding services that relationship-owning banks will develop 
for their corporate and personal customers” (PA consulting)

Faber-
perfect-pencil
225€

0.10€
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Leveraging SEPA with Innovative Services eSEPA

CT           DD          Cards

Clearing & Settlement

mPayment

Re-use existing
• Bank infrastructure
• User habits
• …

eInvoicing eID …
eMandate

Trust-services

Market-
specific
cards

STP-signon

eSafe

eTreasury

ePayment

real-time

SEPA
Payments

Payment
Infrastructure
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Leveraging SEPA with Innovative Services eSEPA

mPayment

eInvoicing eID …
eMandate

Trust-services

Market-
specific
cards

STP-signon

eSafe

eTreasury

ePayment

real-time

• What is Hype ?

• What is/will be real Business ?
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The mother of all Hypes: mobile services
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Telephone Advertisement 1905
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Reality +100 yrs
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First convincing mobile devices, applications and business
models appearing

• Becoming life’s “universal remote”

• Add “mobile payment” ? If so, what is it ?
– P2P („send money as easy as SMS“)
– Checkout („virtual card in mobile“)
– Mobile Banking („online banking“ on mobile)
– Mobile shopping, remittance, bill payment, prepaid

top-up, ringtone purchase, parking, vending, mobile 
authentication of payment, repeat payments, B2B …

– …
– What is mobile ? 

http://images.google.de/imgres?imgurl=http://www.shopfloorautomations.com/images/laptop-2.jpg&imgrefurl=http://www.midmich.edu/%3Fgid%3D2%26sid%3D33%26pid%3D331&h=350&w=380&sz=21&hl=en&start=7&usg=__6ZXY-qwt9CfFmG447K_8zrbKn_s=&tbnid=1QmSgt_F12JOLM:&tbnh=113&tbnw=123&prev=/images%3Fq%3Dlaptop%26gbv%3D2%26hl%3Den%26newwindow%3D1%26sa%3DG
http://images.google.de/imgres?imgurl=http://techdigestuk.typepad.com/photos/uncategorized/nokia_9500.jpg&imgrefurl=http://techdigestuk.typepad.com/tech_digest/2004/11/nokia_communica_1.html&h=266&w=400&sz=21&hl=en&start=6&usg=__iXrCuCFvrrG_WA0pCkHKgvpBZ80=&tbnid=ls6LVUJVEA1OwM:&tbnh=82&tbnw=124&prev=/images%3Fq%3Dnokia%2Bcommunicator%26gbv%3D2%26hl%3Den%26newwindow%3D1
http://images.google.de/imgres?imgurl=http://modculture.typepad.com/photos/uncategorized/2008/02/12/sony_x1.jpg&imgrefurl=http://www.switchedonset.com/mobile_phones/index.html&h=304&w=400&sz=24&hl=en&start=9&usg=__LwdY6-bCnpG6ZPQYraOQnqRwAR4=&tbnid=AcQB_cveKjfg0M:&tbnh=94&tbnw=124&prev=/images%3Fq%3Dsony%2Bx1%26gbv%3D2%26hl%3Den%26newwindow%3D1
http://images.google.de/imgres?imgurl=http://blackberryblog.com/images/blackberry_ui_large.gif&imgrefurl=http://blackberryblog.com/tips/&h=520&w=380&sz=77&hl=en&start=7&usg=__FBz72ryVwuzSKb4kcUxZTzOj5kA=&tbnid=bzkivZzgKO34iM:&tbnh=131&tbnw=96&prev=/images%3Fq%3Dblackberry%26gbv%3D2%26hl%3Den%26newwindow%3D1
http://images.google.de/imgres?imgurl=http://www.gpsmagazine.com/assets/review-tomtom-one-xl/TomTom_ONE_XL_001.jpg&imgrefurl=http://www.gpsmagazine.com/comments/000259.php&h=347&w=520&sz=35&hl=en&start=5&usg=__mstDUSqRdxVRHKnHL5gRqGFpQGc=&tbnid=VPuYMhj6kltHaM:&tbnh=87&tbnw=131&prev=/images%3Fq%3Dtomtom%26gbv%3D2%26hl%3Den%26newwindow%3D1
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Critical View of mPayments

The mother of all hypes

Extreme complexity of stakeholders to go beyond pilot
Mobile Ecosystem: 80 Telcos, xx Regulators, x Handset mfg, 7000 Banks, xxx.xxx
Merchants/Content providers, security, plattforms, …
Past characterised by lack of cooperation, unclear focus/defn/business case/user 
view/communication → failure
New stakeholders required, e.g. TSM trust mgr, customer services for mobile

Low success of multi-function card initiatives 
(branding, platinum AmEx hidden in phone, …)

Security concerns

Murphy’s Law of Technology

Bad news for mobile contactless …
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The Upside of Mobile Payments

Yes, it’s all gone to internet/web-based services !
Yes, mobile devices (not just cell phones…) 
are the future !

• Candidates for success in mPayments:

– Hidden mPayment as part of application
Ringtone → mobile bill 
Ticket → credit card
Micropayments

Developing world scenarios
Local
Remittance service developed → developing world

Simple mPayments (no ecosystem, just SMS)
“Rescue daughter”, “impulse buy” scenarios
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Typ. Japanese web site/magazine page/poster
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Successful value-added Mobile Service: QR codes

• URL: web access + impulse buy

• SMS/call/mail contact

• Business card exchange

• LBS navigate to

• Paper replacement
– membership cards
– tickets (travel, cine, …)

• Vending machine payment

• Fraud prevention (e.g. pachinko
chips)

[Source: DensoWave, 
Mediaseek, Yoshiko]

• B2B e.g. product tracing
– AIAG: Alliance of Automobile 

Manufacturers
– Electronic Industries Alliance
– American Association of 

Furniture Manufacturers
– Liquor through customs, Pharma, 

…
• Most successful code in the

world in US (not Japan!)
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What about ePayments ?

• Exploit proliferation of internet, online banking ?
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Success with worldwide, instant, convenient e-payment 
- without trad. Banks
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Payment with Banks

26 digits !

country 4x !

bank 3x !

only EU/Euro !

limited text, 
in fixed lines !

??!

??!

… and it takes 3 days !
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EPC Answer: Find “best” ePayment solution for European 
Banks

+ US (NACHA‘s SVP), Canada, China, …

+ ICPNO/GPNC Global interoperability

• Top-down analysis 
(scenario/attribute/scoring)

• Bottom-up survey (real success/market)
. . .
. . .
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Good news !

• Not: replace existing infrastructures

• Not: demanded by authorities

• Not: bank-bank internal scheme

• Not: mandatory for all

• But: 
– enhance existing infrastructures

• But: 
– pro-actively created
– due to market demand

• But:
– bank-customer
– value added service

• But:
– voluntary/optional
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Is there something even better ?

• Killer application around Payments ?
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Customers want more than Payment - Financial Supply 
Chain

Scope of EPC
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Business Significance of eInvoicing

Order

Invoice

Bank A Bank B

Payment
order

Payment/clearing

Credit note

Paper-based process

Electronic process

Biller Payer

x  27.000.000.000 invoices 
annually in Europe

• 97,5% of all invoices worldwide are 
paper-based

• => very cost-intensive process

• Possible potential for cost reductions 
per invoice

– for Biller approx.  € 5 
– for Payer approx. € 30  (on 

average incoming invoices are 
copied 7x, are forwarded 5x by 
internal mail, … !)

= >100 bn$/year savings in EU
[Source: EC, CAST, 
Billentis, …]
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Major Thrust of European Commission on eInvoicing

• EPC declared eInvoicing out of scope (charta = core payment services)

• European Commission sees eInvoicing as
– part of „Single European Electronic Market“ vision
– >100bn€ p.a. contributor to European competitiveness (Lisbon Agenda)

• Actions:
– Lead: DG Enterprise & Industry + DG Internal Market & Services, 

DG Taxation & Customs, DG Information Society & Media
– Expert group on eInvoicing selected 12/07 by EC

• members based on representation, expertise, …
– Goal: Create Roadmap for the European Electronic Invoicing (EEI) Framework

by end 2009
– To have powers and remit to recommend regulatory incentives
– Barriers to be addressed:

• Business Requirements esp. for SMEs
• Legal esp. tax/VAT
• Network & Standards
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When is a Standard not a Standard ?

• Define what it is

• Define what it isn‘t
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When is a Standard not a Standard ?

• Define what it is

• Define what it isn‘t

• MEPA – 155 SCT „sub“-standards
• Invoicing „standards“: EDI, Edocs, SWIFT, UN/CEFACT TBG 1/11/5  CII , 

ISO20022, ACBI, GS1, XML, DigSig, Industry-specific standards, Rosetta, 
Finvoice, Swissdigin, UBL/NES , TWIST, …
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eInvoicing integrates in Online Banking/Corporate Banking

• Open bills shown in 
Online Banking (B2C)

• Open bills shown in 
ERP System (B2B)

• Payment authorisation, archive, workflow, … all integrated in standard process
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eInvoicing allows news Business Opportunities for Banks 
along Financial Value Chain: Trade Financing …

• SWIFT TSU, ICBPI Model
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What about longer-term Payment-based Innovations ?
Hopes for the future …

• ID/authentication
– Biometrics ? SSO with “myself”:

password lists, eID, trust services, PIN, 
TAN, ePassport, eHealth/Insurance/…-
cards, 3D-secure, CCV, … - consolidation ?

• Cluster analysis of data content
– Not at personal level !
– Observe privacy !
– E.g. VocaLink Take-Home-Pay index

• Others ?
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Summary

• New revenue streams – ePayments, novel cards, …

• Differentiation esp. in commodity markets
- like Payments

• Integration in value-chain of customer – eInvoicing

• Prepare for paradigm shifts – leverage SEPA 
infrastructure

• Reduce risk of investments – avoid hype e.g. mobile

• Attract new/different employees

Innovations are the key to the future
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Contact

Dr Michael Salmony
Executive Adviser
Board of Directors
Equens SE
michael.salmony@de.equens.com
+49 172 6867163

mailto:michael.salmony@de.equens.com
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