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INTRODUCTION: The fintech revolution 

In the past three decades, digital technologies have disruptively changed many aspects of 

people life. From the diffusion of computers to the smartphone as a commodity, from the 

rising of the social network to the IoT (internet of things), every action people made during 

the day has something "digital" in it.   

 This digitalization process is both changing existing businesses and creating 

completely new opportunities. Just thinking about e-commerce, in the last ten years it's 

representing at the same time a crucial channel for existing companies and a flourish arena 

for new leaders (Amazon, eBay, Alibaba etc…).  

 Taking in consideration how these technologies are entering in people daily 

activities, there’re many aspects that needs to be evaluated. The first one is surely the 

technical aspect, so which are the new hardware, software or similar that are more and 

more used by users and that are revolutionizing the market they are entering.  

 The second one is how these innovations are regulated and controlled by authorities. 

New technologies in fact, are often filling some legal gap where previous player where not 

fighting in, so it’s very important that regulators acts in a very quick and effective way on 

order to guarantee competitiveness and user protection.  

 This paper aims to study how a particular market has changed in the previous years 

due an high level of innovation and how the market is reacting from a technology, legal and 

customer perspective point of you. Is very important in fact that these three factors run in 

the same direction. Emerging technologies that are not perceived as useful by the customer 

are not going to win in the market. At the same time, an wrong regulation may not 

guarantee the best output for the customers, not allowing them to access the best 

technologies to improve the quality of their life.  

 This market under analysis is the payment market, where new comers are hardly 

challenging traditional business such as banks or financial institution. A lot of new 

technologies are going to be presented, and at the same time, an introduction of the relative 

regulatory framework will help to understand which are the key point that regulators are 
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considering in order to protect the market and guarantee a safe and balance economy while 

protecting the customers as well. 

 There are many entities that are studying this evolution, but there’s a gap in this 

literature regarding the Italian Market. This thesis aims to focus the analysis on this very 

specific market, where traditional players still have a very strong position, but where 

innovative ideas and innovative approaches are growing day by day.   

 As said, some similar studies have been undertaken both by researcher such as 

Shamsher Singh  and Ravish Rana about the Indian Market or the US study of Jim 1

Marous , and by very important consulting entities such as the Boston Consulting Group  2 3

and Accenture .  4

 The BCG, in collaboration with Google, carried on a study on a market who is 

acting as a pioneer in the sector: the Indian market. The output of the study  is that the rise 

of digital payment is caused by a series of factors like: 

• The mobile devices diffusion and new high level technology, India has always been know 

for its deep knowledge of IT solutions. 

• The “favorable” legal framework that was able to push for small amount digital payments 

by making things easier for merchants in order to stop accepting only cash payments. 

• The creation of common standards. Fintechs in collaboration with banks were able to 

create a technical environment where both can offer high level solution for customers 

 Always on the Indian Market but from the user perspective, Shamsher Singh and 

Ravish Rana made a research on consumer perception of digital payments, and the main 

output was that demographic factors are not influencing the evolution and the diffusion of 

digital payments   

 A more legal and European focus has been conducted by Accenture with an analysis 

of the new regulation from a customer perspective. Their research was based on a survey 

submitted to UK customer in order to understand the impact of PSD2, an European 

directive that is going to be explain afterwards, on customer habits. Summarizing the 

 Shamsher Singh, Ravish Rana, Study of Consumer Perception of Digital Payment Mode, Journal of Internet Banking and commerce1

 Jim Marous, Us consumer won’t change payment habits, The financial Brand, 20162

 Alpesh Shah, Prateek Roongta, Chilman Jain, Vibha Kaushi, Abshishek Awadhiya, Digital Payments 2020: the making of a 500$ Billion Ecosystem in India3

 Accenture, customer reaction to PSD24
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results, the study confirmed the UK market as a country where banks have a very strong 

position on the customer mind, and new digital payments will hardly challenge the brand 

awareness of banks and credit cards circuits. 

 Jim Marous paper has also a negative perception about the current state of digital 

payment diffusion, affirming that “despite an increase in awareness of mobile payments, 

usage continues to remain flat, illustrating the challenges in changing consumer behaviors 

when merchants and issuer can’t deliver a strong value proposition. 

 The following chapter will try to reflect all these information about consumer 

reaction, trends and diffusions in the European and Italian market. 

 The dissertation will start with a brief overview of the evolution of payment system 

in the moment of the rise of fintechs, analyzing the current status of the local payment 

landscape.  

 After the analysis of the present status, the thesis will focus on some future 

opportunities from  the two perspectives presented before: the second chapter will evaluate 

which are the trends and the best technologies that are entering the market, so payments 

from a technological point of view. Some case history will be supporting the analysis ( TPP, 

Mobile Payments etc…)  

 On the other hand, the third chapter will focus on payments evolution from a legal 

point of view, in fact, due to the high-systemic-risk market, the payment ecosystem is 

probably one with the more complex legal frameworks and European directives like the 

PSD1 and (Payment service directive I) and PSD2 (Payment service directive II) are for 

sure being very important regulation for the European and Italian Market 

 The fourth chapter will describe the result of a questionnaire. The questionnaire will 

be submitted to Italian customers of various categories (ages, gender, classes), and it will be 

structured in three main areas:  

1. The penetration of smart payments in people life: a study of the usage and 

knowledge of smart payments  

2. Pull analysis: understanding which are the main needs about financial 

transactions in the Italian market 
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3. Push analysis: how the customer reacts on some possible outcome of the 

fintech revolution. 

 The conclusion will sum up all the argumentation presented in order to provide a 

coherent answer to the questions of the thesis: are technologies and legal frameworks 

following customer willingness? 
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CHAPTER 1: The digitalization of payments 

market and customer habits 

Most of the time digital technologies are associated with the word "innovation". In this 

paper, it will be considered as the definition of innovation the one given by James A.Albers 

& Steve Brewer (2003)  "Innovation is the use of new knowledge to offer a new product or 5

service that customer wants". This new knowledge that needs to be taken into 

consideration, in this case, is clearly referred to the digital and IT competencies that are 

revolutionizing products and services.   

 For this dissertation, the last two words are fundamental, in fact the customer will 

be the center of the analysis. Many times in fact, the failure of a new technology, even if it 

is able to disrupt a particular previous technology standard, is caused by the fact that 

customer do not want that or is not able to perceived that innovation as an advantage for 

him.  

 Innovation can then be incremental or radical. Radical innovations are fundamental 

changes that represent revolutionary changes in technology , they represent clear departures 6

from existing practice. On the other hand, incremental innovations are minor improvements 

or simple adjustments in current technology 

 As said, digital technologies are entering every kind of industries, from the most 

innovative ones (Media, Telco's) to the more structured and "slow" ones (Travel, Retail, 

Gambling, Utilities). 

 In particular, this dissertation will focus on the digitalization of an industry that has 

always been on a "status quo" that seemed to be able to persist for centuries: the financial 

industry. 

 Financial entities have been in a leading position for years, protected by their safe 

and remunerative position, the need of investing a great amount of capital on innovation 

was something that simply wasn't needed at the moment. The customer trust on such 

 A. Albers & Steve Brewer, Knowledge Management And The Innovation Process: The Eco-Innovation Model James, Pacific Lutheran University, Journal 5

of Knowledge Management Practice, June 2003 

 Dewar Robert D., Dutton Jane, The Adoption of Radical and Incremental Innovations: An Empirical Analysis. Management Science ( 1986 )6
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entities was so high that any service proposed to them was for sure the best and mainly "the 

safest" one.  

 Talking about banks, the classic and most common financial institution: who would 

have challenged their "safe" financial processes? Who would have given their savings to 

other institutions rather than a bank? Who would have asked for an investment rather than 

their trusted financial advisor? Who would have addressed for a borrow better than their 

trusted bank branch next to their house? 

 So, the term innovation in the financial sector was only referred to a very low 

degree of "incremental innovation", just a few adjustments in order to be aligned with the 

new trends (e.g. home-banking, online trading etc…) 

 This was the situation that lasts till a few years ago. Then something happened, and 

a new trend arose. After the 2008 huge financial crisis and a long series of banks failures 

and scandals, people trust on banks started to decline, many people started to open their 

eyes looking for different solutions in order to answer their daily financial needs. All these 

answers have been found on the so called "Fintech" .  7

 But what does Fintech mean?  Fintech is the match of the word "finance" and the 

word "technology", it's the point where new IT and digital technologies meet the 

standardized financial processes, dramatically changing them.  

 But which are these points? These points are basically all the customer needs that 

can not be satisfied by old banking processes, but, on the other hand, can easily be satisfied 

by smart digital solutions. 

 Taking into consideration the need of credit access. Till a few years ago, in order to 

borrow money, the only way was to ask a financial institution such as a bank.  

 Then two problems come out: the process of validation is made of hundreds of 

papers, uncountable signatures and the need of multi-level approvals made by whoever 

employee. 

A bank is a lucrative company, and naturally, their focus is on lending money to people who 

can guarantee high return interests and very low risk of losses.  

 The pulse of Fintech, Global analysis of investment in fintech, KMPG (August 2017) 7
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 So, as a direct consequence of this, many people would be out of the game. 

Youngers will not ask for credit as it will take too much time and papers, and poorer people, 

that are the ones who more need to borrow money, will not be taken into consideration by 

banks.  

 Considering the opening and the managing of a bank account, even a more common 

financial operation, this is a clear example of inefficiency. Even for this operation, people 

are requested to sign documentation that they will never read, to periodically receive useful 

bank statement that they will never open, to make operation on some old style home 

banking platform or even worse and still very common, go to the bank to make an easy 

bank transfer.  

 For people who nowadays can send instant messages worldwide, can book travel in 

few minutes, can find and see movies in few seconds, doing something that lasts so long it's 

almost impossible.   

 These are just a couple of example of needs which are not satisfied but classic 

banks. Technology can easily overcome these inefficiencies: 

 On the landing issues, some Fintech start-ups are answering as the following; The 

use of data is solving the problem of papers and approvals. By the automatic matching of 

different data sources, with really few data of the customers, it's possible to evaluate and to 

validate a landing in few second. 

 The problem of funding these requests even for low stakes is solved by what is 

called "peer to peer (P2P) landing". Basically, people who asked for money are funded 

directly by people who have the liquidity to invest. These investors don't have the maniacal 

need of high returns but are easily satisfied with low interest, then the guarantee is enforced 

by the data evaluations explained before. We will return on the P2P model in the next 

chapters. 

  Regarding the classic bank account, a clear and easy answer can be given by 

technology: usability.  

 Open a bank account with the smartphone in few minutes, process a bank transfer 

with a single click experience, have an efficient customer service using for instance chat-

bots, control my savings on a user-friendly mobile page. These are just few examples of 

issues that are being solved by the so called neo-banks.  
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 Finally, the most common financial operation needs to be taken into consideration: 

payments.  

The use of cash worldwide  

The worldwide payment landscape is changing year-by-year due to the increasing level of 

technology adoption.  

 One of the main distinction that needs to be done in order to analyze this evolution 

is among Cash and Non-Cash transactions.  

 According to the “World Payments Report 2017” made by Campgemini in 

collaboration with BNP Paribas , non-cash payments are growing with double digits every 8

year. This grow is generally driven by developing markets such as India, Brazil and China. 

These countries were able to reach a 21.6% grow rate in 2015, so considering only the 

European/American area the grow rate is something about 5-10%.  

Even with this very high rate of grow, cash payments are still leading the field, and the 

reason can be find as a sum of many aspects: 

• Guarantee of anonymity: cash payments are not traceable, so it remains the only “secure” 

payment method for the black markets in order to hide transactions. 

• Lack of payment culture: the grow of non-cash payments must be led by the merchants, if 

merchants do not allow any method but cash, the result can not be different even if the 

consumers are willing to pay without cash.  

• Lack of banking system: according to the “World Bank Financial Inclusion Database 

2015” , the 39% of the worldwide population do not have access to a transaction account. 9

This lack is evident on poorer countries such as Africa’s, South-America’s and, but the 

problem is still relevant also on other developed countries where this lack reach 

sometimes the 10-20% of the population. The image below shows the percentage of 

 Top 10 Trends in Payments, Campgemini report  2017 8

 World Bank Financial Inclusion Database, World bank 2015 9
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people over 15 years old with a bank account, underlying what stated by the Financial 

inclusion database. 

!  
Figura 1 Financial inclusion on a global perspective 

 Moving the analysis on non-cash transactions, the above explained increase of 

volume is driven by Debit Cards and Credit transfer, with the first once that are overcoming 

the second once. Considering only the number of card in 2015, the debit card shares 

reaches the 70.5% of total transactions, while Credit Cards dropped from 30,1% (2014) to 

29,5% in 2015.  

 Considering the volume of transactions the gap is even higher, with debit cards 

payment reaching 89,6% of total cards transaction, leaving a small 10%to credit cards, 

whose volume increased by 10,6% driven by growth in emerging markets (i.e. Asia 

+76,1%).  

 Focusing on Europe, the introduction of the interchange fee cap is affecting the 

willingness of banks to issue credit card, in fact most of the time fintech banks prefer to 

issue just very smart debits cards not even considering the credit card markets.  

 This trend can be see even on the eCommerce market. While some years ago online 

stores were used to accept only credit cards, nowadays more and more merchants are 

starting to accept online usable debit cards, especially in the more digitalized countries like 

United Kingdom, Sweden and France. 
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 In the next five years, according to the Campgemini model, non-cash transactions 

will constantly grow (+ 10.9%), not only because of digital innovation, but mainly because 

economies with the higher grow rate of non-cash transactions are the once who are 

expected to grow more in terms of GDP (China, India, Brazil etc…). If they now represent 

one-third of the world economy, data suggests that in the next five to ten years the GDP of 

these countries will double the influence reaching two-third of the world economies 

transactions.  

!  
Figura 2 Number of worldwide non-cash transactions by region 

 Talking about the reasons that are still causing a so high volume of cash transaction 

(guarantee of anonymity, lack of culture, lack of bank infrastructure), something that must 

be taken in consideration, and that will be one of the main driver for payment innovation is 

technology. New software technologies like peer-to-peer, block-chain and IoT (internet of 

things) will led to the introduction on new services .  10

 New hardware technologies will allow this service to expand, as we’re seeing at the 

moment with the mobile transactions. Due to the high proliferation of smartphones, mobile 

 Alex Rolfe, The world most cashless countries (July 2017)10
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payments are expected to reach the 21% of the total transactions worldwide. Not only 

smartphone, other hardware technologies like fingerprint readers, smart-glasses, smart-

watches and many other wearable technologies will boost e-transaction. 

 According to the research of the Boston consulting group in collaboration with 

Google about digital payments in India , there are seven main trends that will drive the 11

revolution on digital payments, and for sure these trends may affect also the global payment 

economies, and they are: 

1. Technology will make digital payment simpler: as said before, both software and 

hardware technologies are expecting to simplify the way people make their 

payments. 

2. Merchant acceptance network to grow: new efficient solution will allow merchant 

to accept digital payments with a very low investment. The research states that 75% 

of merchants think that digital payments will make their business grow. 

3. Payments will drive consumption- and not the other way around: furnishing clear 

transaction and personal data, digital payment may allow PSPs to target the 

customers with deals and offers that may influence the buyer decisions. Nowadays 

digital payments can be easily considered as a marketing tool instead of a simple 

earning tool. 

4. Consolidation will drive ubiquity: in the last few years digital payments are literally 

exploding in term of new players, in a short period all these solution are going to 

merge to each other. Customers prefer few and clear solutions.  

5. New payment infrastructures: what is UPI (Unified Payment Interface) in India, can 

be compared with what is Europe is called Instant Payment. These new banking 

infrastructures allow the transfer of funds within seconds from a bank account to 

 Alpesh Shah, Prateek Roongta, Chilman Jain, Vibha Kaushi, Abshishek Awadhiya, Digital Payments 2020: the making of a 500$Billion Ecosystem in India 11
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another bank account. The processes of informing, clearing, and settling will be 

instant, and for sure this will boost economies from many point of view, avoiding 

the problem of waiting days before having the funds. 

6. Digital identity to accelerate customer acquisition: often business is blocked by 

some risk issues, this is due by the fact that parties involved on a transaction may 

not know each other, so the trust is allocated on the payment ecosystem (Banks, 

Card circuits) which guarantees what is called KYC (know-your-customer). But, 

with new technologies such as Block-chain, this intermediation may be skipped, and 

digital identity may converge on digital trust among players. The fewer the 

intermediation, the faster is the process, allowing the grow of digital transactions. 

7. Cash to non-cash ratio will invert over the next years: as stated above, financial 

inclusion and a new payment culture will make cash transaction less and less 

frequent. 

The players 

Analyzed the field, the focus now will be given to the players. So, who is changing the 

game? Which are the companies most likely to win the digitalization war?  

We can separate the players among three main categories:  

• Banks and financial institutions  

• Start-ups  

• Giants 

1) Banks and Financial Institution 

Banks have always been considered as companies with a very low rate of innovation, 

unable to adapt their business model to new environments and new customer needs.  Even 

if this is partially true, it is also true that thinking about a new payment ecosystem without 

banks it’s almost impossible.  
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 The first reason is obvious, banks do have customer money, and this will hardly 

change in the next five to ten years. A bank account is mandatory for every company who 

need to pay and get paid, a bank account for private customer is mandatory in order to pay 

bills, to receive the salary and it represent a solid financial fundament for every person or 

entity. 

 The second reason is customer trust. People trust banks more than they trust 

themselves. Even if this trust is a little bit decreasing due to financial scandals, customers 

will almost always trust what a bank proposes more than what a couple of young startups 

do, especially when we’re talking about high amount transactions.  

 The third and last reasons refer to legal compliance. Having a banking license is still 

a mandatory requirement in order to process any kind of transaction, and after the last 

obligations coming from various entities around the globe, this requirement is becoming 

more and more important. At the moment, small startups and digital banks meet this 

requirement by partnering with big bank groups, who are offering their licenses in 

exchange of technology knowledge.  

2) Start-ups 

According to KPMG analysis on fintechs investments , in the first two quarters of 2017 12

the amount of investments reached about 15 billion dollars. Most of these investments are 

coming from banks or financial institutions. For the fact of being unable to disruptively 

innovate the market, banks prefer to invest on new technologies and patents, and most of 

the time acquire them.  

 Ideas are coming from all over the world, with US, UK, and BRIC countries leading 

the field, where legal and technological environments help fresh ideas to grow and expand. 

Most of the time fintech start-ups grow next to each other, where fin tech districts are 

established, just thinking about London, where more than one hundred fintechs are actively 

operating and reaching higher and higher values of evaluation.  

  

  The pulse of Fintech, Global analysis of investment in fintech, KMPG (August 2017)12 12
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3) Giants  

Facebook, Amazon, Apple, Alibaba and Google are just few tech giants who are trying to 

obtain (or that have already obtained) a banking license. None of these companies do have 

as core business payment processing, but all of them in the last two years launched a 

payment solution, respectively: WhatsApp/Messenger pay, Amazon pay, Apple pay, Alipay 

and “Pay with Google” 

 But why are they doing this? Does the amount of investments on this solution made 

by the giants really worth? It is well known that payment company business model is based 

on very small fees of the transaction amount, it’s a very low margin profit. Apparently, big 

companies like the ones above, with the huge amount of funds at their disposal, may enter 

market with definitely higher returns. 

 What payments can assure is something much more valuable than fees, it’s data. 

Someone said that “data are the new gold”, and nothing brings with itself so much 

information as a payment does. A simple transaction can assure data about the customer 

(what he bought, how he made the purchase, where he was while doing this, his financial 

and purchase habits, which is his bank account) and about Merchants (real time revenue, 

relative customer, technological infrastructure).  

 Taking Amazon pay as main example. Amazon has always had a customer-centric 

vision of the business. The website is one-to-one personalized, whit real time 

customization, and the online customer care is one of the most effective in circulation. So, 

their main assets is the knowledge they have about every single customer and his needs.  

 Amazon already occupies almost 50% of the total E-commerce purchases, so he 

perfectly knows the purchase habits of half of the online customer. And how they make it 

possible to know as much information from the remaining 50? Amazon-Pay is the answer. 

Installing amazon-pay on other e-commerce allows Jeff Bezos company to grab lot of 

information even on purchases it is not able to directly monitor. 

 The Facebook Group (Facebook, Instagram, WhatsApp) is probably doing even 

more with payments. On one hand, it’s well know that Facebook knows people better than 

anyone else, even more than Amazon. In Facebook we do not only express our intentions 
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and our tastes, we mainly write down our feelings, we make connections and relationships 

with other people, we go far beyond a simple purchase.  

 Knowing that, Facebook is trying to grab data also from what is called “the last 

mile” of the customer experience, so filling one of the main gap they have, the purchase, 

once Facebook know about our payments, they will know what we actually do instead of 

what we simply express.  

 On the other hand, they’re using payments to make people remain as long as 

possible on their social media environment and this may be analyzed on all the social 

medias of the group: 

• WhatsApp: this is the most used chat app in the world, 1.2 Billion people have the app 

installed on at least one of their phone. 42 Billion messages are sent every day. The app is 

now becoming a P2P platform, people will be able to easily transfer money from one 

account to another one. There are many competitors on this sector, but for sure none of 

them start with such advantage of user base.  

• Instagram: the recent launch of the “shop now” button and the development of the 

shoppable content are just the first steps of the platform in order to become an actual 

Marketplace, where each brand may directly sale product online through their profile. 

These brings the need of a Payment provider, and it’s well know that Facebook hardly 

outsource any of their service.  

• Facebook Messenger: the chat included in the social network has recently close a huge 

deal with PayPal, the first payment service provider in terms of usage in the world. 

PayPal will directly be integrated in the app, so people can match their PayPal account 

with their Facebook account. Moreover, Facebook launch in the summer of 2017, a 

person-to-person Marketplace that at the moment miss a payment processor, and seems 

pretty obvious that Messenger or WhatsApp will soon be directly integrated with the 

online private sales through peer-to-peer payments. 

All of these are huge efforts that Facebook is doing in order to make people spend more 

time on its systems, from the leisure time to the professional, from the search of the 

product, to the actual purchase. 
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 “Pay with Google”, recently merged with android pay on a single re-branded 

solutions called “Google Pay” , has the same task. 

 Google is more and more trying to keep people on its solution also after the search 

engine, some recent examples are “Google Shopping”, the windows where sellers may 

show their products so they can be more visible in the search result page, and the “Google 

Snipped”, the effort of Google of being not only a search engine but even an “answer 

engine”.  

 So “Pay with Google” wants people to be constantly log in their Google account 

(where they save the credit card number) so they can easily pay online with the simple 

action of a click. 

 These are just few of the big player who are entering the market of payments, others 

will enter with a more detailed solution (Ikea, Fitbit, McDonald), but for sure the giants will 

hardly challenge banks and their monopoly on financial transactions. 

The Italian market 

As stated above, Italy is probably one of the developed country with the lowest pace of 

innovation in the payment sector. The reasons may be found in the points presented in the 

cash analysis: 

• Guarantee of anonymity: during 2016, Italy reached a level of black market of 211 billion 

euros. More than 10% of the GDP (gross domestic product) is anonymous, and the only 

possible way to make these funds circulate is through cash.  13

• Lack of payment culture: In the same year, the number of POS (Point of sale) in order to 

accept credit cards reach the 2 million units. There’s one POS every 44,7 citizen. Here 

Italy is slightly behind the other main European countries, who reach almost 50 POS for 

each citizen, with Nordics leading the field. Be like the Nordics is the goal. In Sweden 

there’re some areas that they call “cash-free”, where none of the shops accept cash, buses 

in many city are not allow to accept nothing else than cards and smartphones. 

 Fintech in Italia, Indagine conoscitiva sull’adozione delle innovazioni tecnologiche applicate ai servizi finanziari, Banca D’Italia, (December 2016)13
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• Lack of banking system: in Italy, the lack of a business account it’s not a big deal. 80% of 

the population do own a bank account. The 20% remaining usually are grandparents or 

women that make all the funds converge on the husband account. Banking system is well 

spread through the country thanks to lots, maybe to many, little banks and BCC (Banco 

Credito Cooperativo)  14

 According to the annual report of the CPI (Comitato Pagamenti Italia) , a comitee 15

sponsored by Banca d’Italia, non-cash payment grew about 8% in 2016, driven by internet 

payments (+13%), where cards are steadily increasing (14%) and direct debit which is 

taking point from bank transfer (16%). 

 Still relevant are traditional payment methods such as bulletins and checks: bulletins 

are a product delivered by Poste Italiane SPA, the Italian mail company who years ago 

decided to become a payment institution. Bulletins are modules that allow customers to 

deposit a certain amount of money in a Poste bank account of the Merchant.  

They are still the preferred payment methods for bill payments and most of the time it’s the 

only payment methods offered by public entities, especially the smallest.  

 Checks are written orders directing a bank in order to pay money as instructed to the 

person holding the check if not differently specified in the check itself. For many years 

these checks have been the first substitute of cash, as it’s very easy to make a transaction of 

high volume by simply writing the amount on the paper.   

 The usage of these instruments is more and more decreasing, not only because the 

rising of alternative methods, but even because these instruments themselves are living a 

new smarter life, such as the introduction of the CBILL,  smart way of managing public 

bulletin though home banking.  

 Payment aspects of financial inclusion, Committee on Payments and Market Infrastructure, World bank Group, April 2016 14

 Rapporto annuale 2016, Comitato pagamenti Italia, Banca d’Italia, July 2017 15
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CHAPTER 2: Technology trends  

Taking again in consideration the definition of innovation given by James A.Albers & Steve 

Brewer (2003) "Innovation is the use of new knowledge to offer a new product or service 

that customer wants" , it will be listed now a series of technological innovation which are 16

empowering the Fintech revolution.  

 This listing will be undertaken by analyzing first of all the explanation of the 

technical innovation, then the related inefficiency solved and at last with an actual case 

history. 

These main technological innovations are the following: 

• International Standards (SEPA, SWIFT, Instant Payments) 

• E-Wallet 

• Mobile Payments 

• P2P (peer-to-peer) payments and P2P landing 

• TPP (third party providers): PISP (payment initiation service providers) and AISP 

(account information service provider) 

• Block-Chain 

International standards 

With the ongoing globalization, people and entities are more and more close to each other. 

Geographic boundaries are falling, connection between countries are growing and being on 

the other part of the globe is not a problem anymore for any kind of action. Travelling is 

becoming faster than ever before, communication infrastructures reach the 99% of the earth 

and costs for operating on global scales are continuously decreasing. 

 With the rising of internet then, this connection became even more efficient. Instant 

messages can now be sent from everywhere, video-chatting with foreign friend is now 

 A. Albers & Steve Brewer, Knowledge Management And The Innovation Process: The Eco-Innovation Model James, Pacific Lutheran University, Journal 16

of Knowledge Management Practice, June 2003 
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possible from any place with even a very slow internet connection, e-commerce stores are 

now able to sell in any part of the earth without any particular technical block. 

 Following this flow, payments need to keep the pace in order to be as connected as 

the rest of the world is. Of course, sending huge amounts of money is not as easy as 

sending a text messages, but many efforts have been done in order to overcome boundaries 

even in the payment ecosystem. 

 These efforts have the goal of creating technological standard that are 

internationally recognizable by people, companies and any financial institution. 

Swift 

The first one is probably one of the most successful effort of creating these standards. It’s 

called SWIFT, the name is the acronym coming from the company who created it (Society 

for Worldwide Interbank Financial Telecommunication).  

 SWIFT is a numerical code (8 t 11 digits) used among the banking infrastructure in 

order to identify some key information when a bank transfer is sent or received. This code 

in fact, brings with him information like the sending country, the sending bank and the 

specific sending bank branch.  

 This code helps financial authorities to track every single payment in order to avoid 

frauds and terroristic funding. The customer is protected as well, because with the swift 

code banks are not just transferring moneys to each other but are transferring money with a 

specific purpose and for a specific customer, and doing like this there’s no possibility for 

the bank to fraud the customer.  

 Nowadays, every single bank account does have a SWIFT code, which result 

mandatory for international worldwide bank transfer . 17

 Peggy Valcke, Niels Vandezande, Nathan Van De Velde, The evolution of third party payment providers and cryptocurrencies under the EU’s upcoming 17

PSD2 and AMLD4, SWIFT institute working paper No. 2015-001 (September 2015) 
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Sepa 

Remaining in the bank transfer topic, an even stronger standard has been created for intra-

European bank transfer, and it’s called SCT “SEPA credit transfer” where SEPA states for 

“Single Euro Payments Area”, and area where European citizen, company and public 

entities may transfer money in both secure and efficient way between each other.  

 At the moment, the SEPA area is even larger than the European Union, in fact it 

includes 34 countries, 6 more than the EU (Island, Liechtenstein, Norway, Monaco, 

Switzerland and San Marino). SEPA credit transfer fully replaced the domestic bank 

transfer. Nowadays make a bank transfer from Milan to Venice is the same as doing it from 

Milan to Paris.  

 This approach, thanks to the creation of solid and effective standards, boosts 

commercial exchange between European companies and at the same time it stimulates the 

payment market to became more and more competitive.  

 The effectiveness of this approach has been boosted by the responsible authority, the 

EPC (European Payment Council), that set up some key deadlines in order to make the 

SCTs as fast as possible. Initially (2007) a 3 days deadline was given to the bank in order to 

execute the Sepa bank transfer, at the end of the 2009 this deadline was reduced to 2 days 

and since 2012 it is now a single day deadline. 

 In order to perform an SCT, a receiver IBAN needs to be presented. An IBAN is an 

International Bank Account Number, which fully replace the SWIFT code in the case of 

European transactions, as from 2016 the BIC Swift code is directly taken from the IBAN 

number by banks. 

 One other important service brought by the SEPA is the Sepa direct debit (SDD). 

The SDD represents a pre-authorized request of account debit where the debtor authorize 

the creditor to collect the money from its bank account. This service may be uses both for 

single payments (i.e. single commercial invoice) and more often for recurring payments 

(bills, installment fees), and the authorization is given by a mandate (paper mandate or e-

mandate) given by the debtor to the creditor.  
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 A 14-days prior notification must be given to the debtor, but this obligation can 

easily be satisfied by the sending for example the invoice. The bank is not entitled to block 

this mandate, but at the same time the customer can block it within the 14 days of notice 

and can even contest it till 8 weeks after the actual debit of the amount. 

RCT instant  

Since the last five to ten years, the world is accelerating day by day, transaction need to be 

as fast as ever due to the attitude of customer a company of having service and solution 

instantly ready. Even the recent introduction of the SEPA credit transfer solution become 

obsolete in few years.  

 At the end of 2014 then, the European Retail Payments Board (ERPB), an 

institution led by the Central Bank, started to work on a European instant credit scheme.  A 

two years work brought then, in November 2016, to the publication of the SEPA credit 

transfer instant rulebook, a series of legal and operational action suggested by the EPC 

(European Payment Council). The EPC underline some key features that needed to be 

implemented: 

• An initial maximum duration of ten seconds : In less than 10 seconds the amount of 

money must be available to the receiver account, the SCT allows a deadline of 20 second 

in case of technical delays.  

• An initial maximum amount of 15000€: If the transaction is higher than 15000€, the 

interbank structure will block it. PSPs may decide to increase this limit for transaction 

between each other.  

• Availability 24/7/36 : This is one of the main revolution on the new scheme. Till now, no 

bank transfer was credited out of the working day period. When the SCT Instant will be 

implemented, this limit will be completely overcome. 

• Flexibility on the schemes : PSP may or may not adhere to the scheme and for those who 

decide not to adhere as sender account must at least be reachable as receiver. Moreover, 
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as stated before, PSP may adhere for shorter time of execution and higher limits of 

transactions.  

 The 21th of November, the first instant bank transfer took place. In Italy, on the 

same date, the first Italian instant bank transfer was made by NEXI, the new big group born 

from the re-branding Cartasì and the group ICBPI (Istituto Centrale Delle Banche Popolari) 

 Real-time payments will bring benefits to all the stakeholders involved. First of all, 

real time payments are a perfect substitute of cash, especially because they are 24/7/365 

available. The hope of the regulator is to push for digital payments where cash payments 

are widely used, especially in the person to person transactions.  

 Some examples of real time payments substituting cash are given by the EPC report 

to the ERPB on instant payments: 

• Sharing. The share of a bill at the restaurant, the share of a joint gift or the share of the 

gas bill between roommates.  

• On the spot payment. Just regarding e-commerce, one of the first payment method is still 

the “cash on delivery”, where the courier accepts cash payment when delivering the 

product. An instant payment may also be used on low amount transactions, at the bar, at 

bakery or in whatever shops, where even credit card payments are struggling the growth.  

• Purchase of high value goods: buying a used car or a house from a private vendor.  

 Secondly, it may improve cash flow for companies. Small and medium businesses 

need very fast cash flow. Due to the absence of big storages, they need to be able to buy the 

raw material or the products to resell with high frequency, and of course a payment must be 

triggered in order to pay the suppliers. Instant payments help companies to be paid from the 

customer and a direct consequence, make their payment to the supplier much faster.  

 Lastly, this new scheme will decrease fraud transactions. With the business day of 

delay, the current SEPA scheme do not guarantee a 100% safety of receiving the payment 

when the customer confirms the transaction (for example by sending the ID of the bank 

transfer or by using some other third parties services that are going to be explained 

afterwards).  
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 A the contrary, with the new instant scheme, once the payment is sent, the receiver 

do have a 100% guarantee that the payment has already been received in his bank account, 

so he can instantly deliver the service or, in the case of the eCommerce, deliver the product.  

E-Wallets 

An e-wallet is a program or a web service that allows user to record and control his own 

personal information about online purchases. Some information like login, passwords, 

shipment details e more important, information about own payments methods like credit 

cards or other payment methods linked with the wallet such as bank accounts or 

cryptocurrencies. E-wallets guarantee a fast and secure execution of transaction without any 

country or regional boundaries. But how e-wallets works? Usually an e-wallet consists in 

two actions: 

• First payment: The user registers to the service inserting a nickname, a phone number or 

an e-mail where he receives a secret PIN code. The user identifies himself with the PIN 

and once he logs in to the wallet he needs to insert his credit card or bank account details 

to make the first purchase. 

• Other payments: the user just need to insert his PIN (or the one he changed) in order to 

validate the payments, without the need of inserting any kind of payment details.  

So, E-wallet has mainly two elements, software and information. The software element 

stores personal information and guarantees security and encryption of all the datas. The 

information element is a database of details provided by the user that includes name, 

shipping address, payment method, amount of transactions, credit or debit card details, 

bank account information etc. For sure, the most important and most used e-wallet is 

PayPal.  

 Other growing e-wallets are growing thanks to country focus as Alipay and We chat 

in China and Asia/Pacific area, or thanks to hardware diffusion as Apple Pay and Android 

Pay are doing on its own mobile devices.  
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 E-wallets are so diffused also because they are able to integrate also complementary 

service to the consumer, the European Payment Council listed few of the on the “white 

paper on mobile payments” (2013): 

• Management by the consumer / payer of a large portfolio of mobile payment services 

from different providers (including prioritization or automatic selection, e.g. PayPal one-

touch);  

• Facilitation of the payments (selection and authentication) for goods or services or 

person-to- person payments (that are going to be discussed later);  

• Storage of tickets, boarding passes that can be presented at the checkpoint (e.g. flight 

ticket)  

• Offering of a unique and singular storage place for loyalty programs and coupons;  

• Storage of credentials for easy and convenient identification and authentication (e.g., for 

access control);  

• Storage of personal information such as delivery address to facilitate on - line shopping 

experience   

PayPal case study 

PayPal, as explain for the e-wallets, is a service that allows to make payment online, it was 

founded in 1998, even before the word “fintech” existed, by Peter Thiel, Max Levchin and 

the well-known to the public Elon Musk, the founder of Tesla and many other green/

electricity projects.  

 As a first comer, the success of PayPal was immediately recognizable, so eBay Inc. , 

the famous eCommerce marketplace, acquired the company in 2002 for 1,4 billions, a 

record amount for that time. Due to the huge success in the next decade, PayPal started in 

2014 to unbundle from eBay and PayPal Holdings Inc. was founded, the company that 

would be listed on the stock exchange the following year (summer 2015) 

 The PayPal basics fundamentals are three:  
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1. The first idea of PayPal is that the user should be allowed to purchase online 

without sharing his own data or his credit card/bank account details with the 

receiver of the payments. In fact, while purchasing with PayPal on an e-commerce 

he doesn’t need to insert any data except for his password in order to login to 

PayPal. 

2. One other fundamental concept is that the payment should have be as easy as it was 

on physical store. Elon Musk’s team idea was that if people were used to pay in 

store by giving the credit card password, why online they should have insert the 

number of the card, the holder name, the CVV etc.? It acts as a third party trusted by 

both user and merchant, as well as banks and circuits act for credit card payment.  

3. Last but not least, it grows financial inclusion. The service is for free, the user has 

no setup fee, monthly fees or transaction fees, people just need an email in order to 

create an account. Moreover, the wallet can also be recharge with credit card or 

bank accounts, by simply transferring funds from a PayPal wallets to another one. 

The cost is completely charged on the Merchant.  

 So why Merchant are accepting to pay all the fees for the service? Because of its 

customer base. 

 At the end of 2017, PayPal had 220 millions active customer. Active customer 

means that each of those users made at least one purchase with PayPal in this year. Just to 

give few numbers, all those users made more than 7 billions purchases with PayPal in 2017, 

for a generated total volume of more that 350 billion.  

 This is why Merchants accepts PayPal, even if it’s well known for being one of the 

most expensive payment method, with fees that start from 3,5% per purchase, on average 

almost three time higher of what credit cards and similar payment methods ask to the 

merchant.   

 Not accepting PayPal would mean to lose a huge part of those 220 million potential 

customer that doing a brief calculation, made on average 32 transactions with PayPal per 

year.  
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In 2017, the number of merchants accepting PayPal were 17 million, that guaranteed to 

PayPal a total revenue of more than 12 billions of fees.  

 Other growing e-wallets are growing thanks to country focus as Alipay and Wechat 

in China and Asia/Pacific area, or thanks to hardware diffusion as Apple Pay and Android 

Pay are doing on its own mobile devices.  

 E-wallets are so diffused also because they are able to integrate also complementary 

service to the consumer, the European Payment Council listed few of the on the “white 

paper on mobile payments” (2013): 

  

• Management by the consumer / payer of a large portfolio of mobile payment services 

from different providers (including prioritization or automatic selection, e.g. PayPal one-

touch);  

• Facilitation of the payments (selection and authentication) for goods or services or 

person-to- person payments (that are going to be discussed later);  

• Storage of tickets, boarding passes that can be presented at the checkpoint (e.g. flight 

ticket)  

• Offering of a unique and singular storage place for loyalty programs and coupons;  

• Storage of credentials for easy and convenient identification and authentication (e.g., for 

access control);  

• Storage of personal information such as delivery address to facilitate on - line shopping 

experience  
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!  
Figura 3 PayPal active registered accounts in millions (www.statista.com)

!  

Figura 4 PayPal payments volume in billions $ (www.statista.com) 
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Mobile Payments 

The mass diffusion of mobile devices in the world is revolutionizing any kind of service, 

from the purchase of products and services to the connectivity between people to, of course, 

the way we pay.  

Mobile devices are now part of user people life, the elements listed on the e-wallet 

description are just a little part of the activity doable with a mobile device.  

 The world bank gives some data on mobile diffusion, that will help to understand 

why mobile payments are growing so fast.  On a global average, there is one mobile device 

for each member of the global population. So, not considering poorer countries where the 

diffusion is still something limited to few people, it’s possible to say that in developed 

countries there’s more than one mobile device per person. 

!  
Figura 5 Diffusion of mobile devices on a global perspective 

Giving a short look at the table below (2.1), it’s possible to say that Italy is one of the 

country where mobile devices are more diffused, reaching almost 1,5 devices per person, 

even higher than United States (1,2) and EMEA average (1,3).  18

 Mark E.Budnitz Legal frameworks of Mobile Payments: gaps, ambiguities and overlap,(February 2016)18
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If we consider also the less developed countries, the situation is not as bad as most can 

expect. The average diffusion on less developed countries is about 0,65 mobile devices per 

person. In fact, most of the African and South America poorer countries, due to the huge 

absence of personal computers, are able to connect to the world just through mobile device, 

that can guarantee internet connection at a much lower cost than computer.  

 Also developing countries are growing a lot in term of mobile usage. Before the 

new millennium, mobile devices were not present in these places, at the contrary, European 

countries were already reaching the average of one mobile per citizen. This means that the 

mobile usage is growing at double digits percentage every year. 

 One other important fact, is how much time people use these mobile devices. 

EMarketers, a leading digital analyst company, calculated the time spent on average with a 

smartphone by US citizens each year.  The result is that people on average spend more than 

4 hours per day on the smartphones, this means more than 100 hours per month an almost 

1500 hours per year.  

 In details, 25% of the time is spent navigating online, the rest of the time is spent on 

mobile application such as games, music, movies, public transport app etc… 

 

Figura 6 Average time spent per day with a smartphone in the US 
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If just those app categories are taken in consideration, we need not insert a payment 

moment on each of them. There’s the need of payment while purchasing and downloading a 

game on the app store, there’s a need of recurring payment in order to subscribe to music 

and movies app such as Spotify, Deezer or Netflix, there’s a need of a fast and instant 

payment process while purchasing a ticket for the bus or the train. So, smartphone diffusion 

brings to mobile payment diffusion.   

 Mobile payments can be defined as payments where the initiation, the transmission 

and the confirmation are triggered by a mobile phone or any other mobile device, with the 

aim of purchase a product online or offline.  19

 Mobile payments can assume various shapes, depending on the platform, the 

payment method and the relationship between payer and receiver, in particular we can 

distinguish 6 categories: Mobile wallet, Credit card payment, Carrier billing, NFC payment, 

QR code, Direct transfer. 

1) Mobile wallets have already explained in the section before, they allow to create an 

e-account in order to make payment process easy and secure. 

2) Card based payments: even on mobile devices, the browser navigation is very 

common among user, and of course user can insert card detail in any of the website 

he’s visiting. This has most of the time be a big problem for companies, as inserting 

long credit card details on a mobile device causes conversion dropping. But, the 

advance service of tokenization is solving this problem. Tokenization is the process 

of replacing sensitive data with unique identification symbols that retain all the 

essential information about the data without compromising its security. 

Tokenization, which seeks to minimize the amount of data a business needs to keep 

on hand, has become a popular way for small and mid-sized businesses to bolster 

the security of credit card and e-commerce transactions while minimizing the cost 

and complexity of compliance with industry standards and government regulations. 

 Mobile Money, from shopping to banking to payments, how mobile is transforming commerce around the world, Nielsen, October 2016 19
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So, on an e-commerce scenario, the customer who is registered to the website, is 

required to insert the credit card details just the first time.” 

3) Carrier Billing: is an online payment method. It allows users to make purchases by 

charging payments to their mobile phone credit. This payment method is available 

to all smartphone and feature phone owners. The only thing 

needed to confirm payments is a device with a SIM card.  

This method is extremely important due to the fact that the 

user does not need to have a smartphone, but just a simple 

mobile phone. Due to this, the access to an online payment 

method is much easier for those who do not have a credit 

card or a bank account. In fact, it not a causality that this 

payment method is very popular in emerging market, 

where, thanks to this payment method, not financially cover people are able to 

purchase online.  

4) NFC: This acronym means Near Field Communication, a series of protocols that 

make two devices communicate at a 4cm distance. Most of the time one of this two 

device is a smartphone. NFC in payment is used with a mobile device that, thanks to 

this new technology is able to communicate transaction information, settlement and 

confirmations to a reader module. Nowadays lots of the physical POS (Point of 

sales) are able to read this technology, that allows a smooth and quick user 

experience to the customer and more efficient processes for the stores. In order to 

make these payment processes even faster, users do not need to authenticate with a 

PIN or whatever if the amount of the transaction is below a certain limit given by 

the bank or the user himself.  

5) QR code: it is possible to hide information behind a 2D barcode such as the one in 

the figure 3. This technology is mainly used by warehouses in order to identifies 

different products but they were hardly able to spread on other verticals due to the 

fact that it is necessary a particular technology in order to read them and grab the 
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required information from it. This obstacle was overcome by smartphones, that 

thanks to dedicated application are able to read QR codes. This technology is so 

diffused that Apple decide to insert the QR code reader directly in the photo camera 

of its smartphones. So, one of the application of this reader is the possibility of 

processing mobile payments, in particular with two modalities:  

6) The QR code identifies a wallet and it is presented by the user to the payee and 

scanned by a POS. In this case the QR code brings with it the information about the 

payment details of the user. 

7) The QR code is presented by the debtor and the user need to scan it with his mobile 

application in order to be redirect on the payment page of that specific purchase. In 

this case the QR code brings with it the information about the transaction such as 

amounts, reasons, landing pages etc… 

Big players such as PayPal and Klarna are exploring this technology in order to 

exploit their online success even in physical stores. The same thing has already been 

implemented by Wechat, the digital Chinese giants that used QR code in order to 

allow Wechat user to pay on the spot with the same platform and wallet users use 

online. 

8) Direct transfer: most of the five previous technologies assumed the use of a mobile 

device and a second interface different from mobiles (POS for NFC, QR reader for 

QR codes, Virtual POS for carrier billing and e-wallets). What is missing is a 

technology that allows various stakeholder to exchange money between two mobile 

devices. Among the various technology one is gaining field and is representing one 

of the main interest for users, the peer-to-peer technology, which a such big 

revolution that will be the object of the next paragraph. 
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Peer to Peer Payments 

Peer-to-peer / person-to-person (P2P) is a decentralized communications model in which 

each party has the same capabilities and either party can initiate a communication session. 

Unlike the client/server model, in which the client makes a service request and the server 

fulfills the request, the P2P network model allows each node to function as both a client and 

server. 

 P2P systems provide anonymized routing of network traffic, massive parallel 

computing environments, distributed storage and other functions.  Most P2P programs are 

focused on media sharing, such as the famous Bit Torrent, and P2P is therefore often 

associated with software piracy and copyright violation. 

 Typically, peer-to-peer applications allow users to control lots of operation 

parameters: how many connections to seek or admit at one time; whose systems to connect 

to or skip; what services to offer; and how many system resources to devote to the network. 

 Similarly, P2P payments are online technologies that allow customers to 

transfer funds from their bank account or credit card to another individual's account via the 

Internet or a mobile phone. 

 There are three approaches for initiating a person-to-person payment: 

1. In the first method, based on the successful PayPal approach explain in the e-wallets 

paragraph, users establish secure accounts with a trusted third-party vendor, 

designating their bank account or credit card information to be used to transfer and 

accept funds. Using the third party's website or mobile application, individuals can 

complete the process of sending or receiving funds. Users are generally identified 

by their email address and can send funds to anyone who is a member of the 

network. 

2. In the second method, customers use an online interface or mobile application 

(developed by a bank or most of the time by a fintech company) to designate the 

amount of funds to be transferred. The recipient is designated by their email address 

or phone number. Once the transfer has been initiated by the sender, the recipient 
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then receives a notification to use the online interface to input his or her bank 

account information and routing number to accept the transfer of funds. In this 

method, recipients do not need to have an account with the financial institution of 

the sender in order to receive a money transfer.  

As explained in the introduction, tech giants and start-ups are exploring and investing in 

P2P technologies. Google Wallet is already a player in this space, and Facebook seems to 

be moving closer to offering a service. The P2P market is larger than many people imagine. 

Globally, the volume of P2P payments is over $1 trillion and only a small part of those 

transactions ($5 billion in the U.S. are at the moment conducted via mobile phones. 

 Peer-to-peer payment apps solve real pain points for users. Business insider estimate 

is that mobile P2P transactions volume could reach $86 billion in the U.S. by 2018. 

Due to the mobile diffusion in emerging markets, there is especially huge potential for P2P 

payments made on cell phones, due to a lack of financial infrastructure. A high proportion 

of the population in these markets lack access to checking and savings accounts. 

 For example, Kenyan telecom Safaricom provides an excellent case study for the 

success of mobile P2P payments in emerging technology markets. The telecom has a 

product called M-Pesa, which allows its users to transfer money to one another via text 

message. Largely as a result of M-Pesa's success, an impressive 92% of Kenyans say they 

have used mobile P2P payments.  

 Mobile P2P payment services are usually free or next to free to use, which begs the 

question of how they will be monetized. Different services have experimented with fees 

and even advertising. But mainly, these services will serve as Trojan horses to gain user 

trust for mobile-based transactions in general, trying to earn on a second moment selling 

big data and selling the customer base to companies. 

 The increased acceptance of online banking, mobile banking and e-commerce by 

consumers has paved the way for greater use of person-to-person payments. 

After more than a decade of PayPal leading the market without any competitor, major 

banks and credit card companies are finally getting in on the action.  
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 This type of capability has been available in many parts of the world, but major 

financial institutions in the U.S. have been slow to adopt the technology. It is an important 

step for banks and credit card companies as commerce evolves beyond the individual-to-

merchant relationship to a broader, individual-to-individual exchange. 

 In Italy, the situation seems to be the one of the U.S. some years ago where, as said, 

PayPal was dominating online transaction. Similarly, at the moment in Italy PayPal is for 

sure the leader of the market. According to Netcomm, the first eCommerce association in 

Italy, PayPal was able in 2017 to reach more than the 30% of the entire online volume of 

eCommerce transactions in Italy. In the last two years, with the explosion of Fintech 

investments, some other players are entering the field of P2P payment.  

 The already quoted Google with its Google wallet and Facebook with Facebook 

Messenger and Whatsapp are for sure two players that will success in the market, Circle 

Pay and Wavy (part of the Klarna group) are European players, respectively from UK and 

Sweden, that are receiving huge funds and consumer approval in few months.  

 There’s one player that is 100%t Italian and it is growing every day in terms of 

usage and diffusion. The company name is Satispay, and at the moment is the only player 

which is keeping the pace of the tech giants in Italy.  

Satispay case study 

Satispay is an Italian fintech company founded by try fintech passionate that was born with 

the aim of allowing private customer to exchange money between each other with no costs, 

instantly and for free. 

 Satispay works as an automatic prepaid account, linked to user bank account thanks 

to the SEPA. 

 The user, once registered to the service, need to set a weekly budget that will be 

available in the account. Then, once a week, the account is debited or credited with the 

respective difference between the actual budget and the set budget.E.g. the user set a budget 

of 50€, and, at the end of the week, his account balance is 30€.  
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 Satispay here is entitled by the user to re-establish the budget amount by debiting 

with SDD 20€ on the user personal bank account. At the contrary, if the real budget is 

higher, let say 70€, a bank transfer of 20€ will be activated directly to the user bank 

account. The ability of the most successful fintechs is to integrate different service inside 

the same application and Satispay is doing exactly this. Through the app in fact, is possible 

to have different added value services such as: 

• Recharge the mobile credit directly from the app 

• Exploit their referral program: 5€ for each new member brought to the community 

• Control transaction history and set push notification for each transaction 

• Use the same account in order to pay at online and offline shop 

• Exploit their cash-back program 

 These last two points have become the key strategy for the company. After reaching 

a large number of users (almost 400 thousand downloads till 2017), the company started to 

develop their business application. It allows online and physical shop to accept payment 

from Satispay accounts, allowing them to reach their customer base. This expansion has 

been promoted by the use of a cash-back program. A cash-back program consists on a 

partial refund of the purchase made in the affiliate stores. It differs from a discount, here the 

moneys are actually given back to the customer.  

 Doing like this, Merchant can potentially reach any of the Satispay user that, as a 

consequence, will be willing to purchase on that store thanks to the saving he can made. On 

this virtual circle, Satispay is the intermediator where this money flows run.  In the last two 

years, this strategy expansion is showing great result. The number of merchant is reaching 

20 thousand Merchant and among them there are big players such as the supermarket 

chains Esselunga and Coop , the oil station company Total Erg, and some international 

retail brand such as Kasanova and Grom.  
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TPP (third party providers): PISP & AISP 

 The PSD2 (payment service directive II), a new European directive that is going to 

be analyze in the next chapter, has introduced a new legal category that was emerging in the 

European Union: the third party providers, in particular two different sub-categories has 

been introduce, the PISPs that facilitate the payment initiation, and the AISPs, that facilitate 

the process in order to have information about some bank account details. 

PISP 

According to the definition of the Deustche bank, a “Payment Initiation Service Provider is 

a service to initiate a payment order at the request of a user with respect to a payment 

account held at another PSP. Payment initiation services enable the PISP to provide comfort 

to a payee that the payment has been initiated, as an incentive to the payee to release goods 

or deliver a service without undue delay”.  

 The service allows the user to generate an online transaction from his bank account 

without contacting directly the bank, but letting the PISP do contact the PSP automatically. 

This automation helps the customer to have a smooth user experience.  

 These kinds of product are the perfect example of fintechs which are filling spaces 

that banks have never covered. PISP were born in order to allow fast user experience in the 

eCommerce market.  Till few years ago, payment experience provided by banks were 

absolutely not compatible with online payments.  

 For example, in order to proceed with a standard bank transfer on an online shop the 

customer needs to follow the process of: 

1. Receive the bank details of the shop 

2. Exit from the shop page  

3. Open the page of his bank account 

4. Log-in into his bank account 

5. Fill all the bank transfer detail: 

i. IBAN 
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ii. Receiver 

iii. Amount 

iv. Reason 

6. Confirm the payment through a second level authentication (OTP or SMS) 

 PISP allow to skip many of these step by automating the steps 1,2,3,5. What he need 

to do is just to log-in in his bank account and confirm the payment. Basically, PISP 

facilitate bank transfer making them easy to initiate as e-wallets like PayPal are doing with 

credit card. In order to go deeply on the PISP analysis, in the next paragraph will be 

presented probably the most successful PISP in the European market: SOFORT. 

Sofort Case study 

SOFORT is a real-time online banking payment service available to customers who have a 

bank account in Germany, Austria, Belgium, Netherlands, Italy, Spain, United Kingdom. 

SOFORT is highly popular in Germany, where in 2016 it overcome the transaction volume 

of PayPal and where is present in over than 80% of german webshops. 

 The key benefit of SOFORT Banking compared to normal credit transfer is the 

instant confirmation of the order sent to the merchant allowing an instant delivery of 

services. 

Details such as the amount and the beneficiary are already filled out, human error is being 

eliminated. SOFORT then proceeds to carry out the payment.  

 The payment flow consists of four steps that the customer need to pass after he has 

been redirect to the SOFORT webpage from the eCommerce: 

• The consumer selects his country and the bank they want to make the payment with.  

• The consumer is on the log-in page of the secure payment form. They log in with their 

online banking details. 

• The consumer confirms the transfer with either a pin code or a card reader. 

• The consumer receives confirmation of the transfer and/or confirmation of the order from 

your webshop. 
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 SOFORT gmbh, the company that developed the service, was one of the promoter 

of the PSD2. It may be unusual, but the company had the willingness of being regulated. 

They think that the technology is so strong that it should be spread all over Europe. In the 

next chapter, an analysis of how this regulation has been carried on are going to be 

presented.  

 But which is this so strong technology that SOFORT and similar services are using 

on order to perform such an effective payment? They are using a technology called “Screen 

Scraping”. 

 Screen scraping is basically a tool that allow fast and secure transfer of data among 

the web and among “screens”. Practically, once the user inserts his bank account details on 

the service web page, SOFORT automatically fills the data inside the bank account of the 

customer and in the next step it fill the payment information which are coming from the 

eCommerce platform (amount, IBAN, reason etc) .  20

One of the best example of screen scraping would be actually something the users use on a 

daily basis - Google. This search engine works rather simple, it asks you to input the 

searching phrase and within some milliseconds it displays the search results. To perform 

this process so fast Google needs to score each of the pages for its relevancy and, of course, 

this process is not done instantly. Google algorithms crawl the web pages (so looking for 

and inserting the words written by the user on all the webistes), analyze them, extract some 

data from the text and links, perform mapping, scoring and tons of other activities, followed 

by indexing. One other very good example of screen scraping is the case of flights search 

engines like Expedia, Trivago, Momondo, Skyscanner etc…  

 Once the user digits the name of the destination city and the preferred date and time, 

these portals automatically digits the same words on all the airline website in order to show 

on a single page of their websites all the possible results found on the web.  

 So, screen scraping is a very diffused and advance developed technology, also very 

secure for many reason. We will see that part of the regulators that wrote the final version 

of the PSD2 are not of the same opinion.  

 Javier Pimentel Calderon, Undemonizing Screen Scraping, (July 2017) 20
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AISP 

According to the definition of PWC, an Account Information Service ( or AISP) is a service 

made available to users of payment services with online access to accounts through which 

the payer can get, thanks to an online platform, a consolidated view on all its payment 

accounts, even if those are held on multiple PSP; the AISP cannot use customer data or log 

on to its payment accounts for any purpose other can those provided by the service.  

 These kinds of services may help customer to manage all their financial operation 

on a single application. Lot of users do have many application through that they make 

financial transaction such as more than one bank account, some e-wallets application, the 

credit card balance or the PSP2 platform where he pays family and friends.  

 AISP will now be able to grab all the information required by the user and, thanks to 

artificial intelligence, it may also offer other kind of services such as installments, calendar 

reminder or whatever may help the customer to improve his financial experience. Of course 

he can do that thanks to the information it found on the PSP.  

Oval money case study 

The introduction of 4 most successful AISP in the market is Ovalmoney, a group of Italian 

guys that, based in London, are trying to revolutionize the way people save money.  

After three months of private beta, the period in which the app was put to the test of the 

first users, the service opens up to the Italian market. The idea of the founders is to help 

consumers with "Steps", the objectives to be achieved. For example, the app can calculate 

small amounts to be accumulated after each credit card expense, such as the nearest euro 

rounding: when we spend 7.40 euros for lunch, the remaining 60 cents will be set aside. 

Some other saving example may be: “save 1€ every time you post something on facebook” 

or “save the 3% of the amount of each expense I made for travel or food”. This concept, 

help final user in two main ways: 

• Financial Education: the fact of aggregating all the bank accounts and prepaid cards 

owned by a single user, and make all this data inside a very user-friendly App, help the 
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user to better control his finances and save some money simply inserting a small amount 

of money in the oval money wallet every time a purchase as been made.  

• Investments: Having the chance to save some money means having the chance of 

investing this amount in order to earn some more additional money from it. Thanks to the 

exploitation of big data and the use of artificial intelligence, AISP are able to 

autonomously plan an investment project for each of the customer, aligning the risk 

depending on financial status and the financial history of the user. 

Ovalmoney in January 2017 closed an investment round of 1,2 million euro with a joint 

venture between some of the biggest financial player in Europe such as Docomo Digital 

and Intesa San Paolo. Moreover, in January 2018 they just close an equity crowdfunding 

campaign of about €900.000,00€, confirming the promise of being one of the most 

successful AISP application in Europe.  

Blockchain  

Definition 

The block-chain topic would deserve an entire dissertation, on this section the main 

characteristics and the key connection with payments are going to be underlined . 21

 The Blockchain is a technology that allows the creation and management of a large 

distributed database for the management of transactions that can be shared between several 

nodes of a network. This is a structured database in Blocks (containing more transactions) 

that are connected to each other in a network so that every transaction initiated on the 

network must be validated by the network itself in the "analysis" of each individual block. 

 22

 Don Tapscott, Alex Tapscott, Blockchain Revolution: How the Technology Behind Bitcoin Is Changing Money, Business, and the World 21

 White paper on distributed ledger technology, Astri, Hong Kong monetary authority (November 2016) 22
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 The Blockchain thus consists of a chain of blocks that each contain multiple 

transactions. The solution for all transactions is entrusted to the Nodes that is called to see, 

control and approve all transactions by creating a network that shares on each node the 

archive of the whole Blockchain and therefore of all the blocks with all transactions. Each 

block is also an archive for all transactions and for the entire history of each transaction, 

which can only be changed with the approval of the network nodes. Transactions can be 

considered unmodifiable (except through the repetition and the "re" -authorization of the 

same by the entire network). Hence the concept of immutability. 

 The real change is represented by the Distributed Ledger, that is by a real and 

complete distributed logic where no center exists and where the logic of governance is built 

around a new concept of trust among all the subjects. No one has the opportunity to prevail 

and the decision-making process passes strictly through a rigorous process of Consensus 

building. 

 The concept is revolutionary considering how thing works now. For example, all the 

data of all the accounts of a specific bank are stored on the own bank servers, all the data 

about PayPal transactions are stored on PayPal servers. These server, even if incredibly 

secure, do not guarantee a 100% certainty that hacker are not going to hack them, as all the 

data are store in just one place, once you hack that place, the game is done. 

 At the contrary, on a distributed ledger, the hacker should be able to hack all the 

servers/computers where the block-chain has been connected. IT studies have proved that is 

physically impossible to hack structured block-chains such as the one the Bitcoin, as now 

the number of server is so high that the required effort to access all of them is not feasible 

by any single machine. 

 How the approval and connection process happen? Why the connection is so 

secure? Thanks to the miners. In order for a new block of transactions to be added to the 

Blockchain, it is necessary that it be checked, validated and encrypted. Only with this 

passage can it then become active and be added to the Blockchain. To carry out this step it 

is necessary that every time a block is composed, a complex mathematical problem is 

solved which requires a conspicuous commitment also in terms of power and processing 

capacity. This operation is defined as "Mining" and is carried out by the "Miner". 
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 The work of the "Miner" is absolutely fundamental in the economy of the 

management of the Blockchain. Anyone can become a "Miner" and can compete to be the 

first to solve the complex mathematical problem linked to the creation of each new block of 

transactions in a valid and encrypted way that can be added to the Blockchain. 

 Since this is an important commitment, as mentioned with considerable expenditure 

of energy, it is a commitment that needs to be remunerated and incentivized.  

 In most cases, the first Miner that creates a valid block and adds it to the chain is 

rewarded with the sum of the commissions for its transactions. Fees refer to unit values for 

each individual transaction, but blocks are added regularly and may contain thousands of 

transactions so the value of the Miner can also be very significant. Miners can also receive 

new currencies created and put into circulation as an inflation mechanism. 

This reward system, guarantee extra-security to the chain. Skipping all the other technical 

explanation, the main characteristic of the Block-chain technologies are: 

• Reliability: the Blockchain is reliable. Not being governed by the center, but giving all 

the direct participants a controlling part of the entire chain, the Blockchain becomes a less 

centralized, less governable system, and at the same time much more secure and reliable, 

for example by malicious attacks. If in fact only one of the nodes in the chain is attacked 

and damaged, all the other nodes of the distributed database will continue to be active and 

operational, welding the chain and not losing important information in this way. 

• Transparency: transactions carried out through the Blockchain are visible to all 

participants, thus ensuring transparency in operations. 

• Convenience: making transactions through the Blockchain is convenient for all 

participants, as they are less interlocutors of third parties, necessary in all conventional 

transactions that occur between two or more parties (ie banks and other similar bodies). 

• Solidity: the information already entered in the Blockchain can not be changed in any 

way. In this way the information contained in the Blockchain are all more solid and 

reliable, precisely because they can not be altered and therefore remain as they were 

inserted the first time. 

Pagina �47



• Irrevocability: with the Blockchain you can make irrevocable transactions, and at the 

same time more easily traceable. This ensures that the transactions are final, with no 

possibility of being changed or canceled. 

• Digitalization: with the Blockchain everything becomes virtual. Thanks to digitalization, 

the application fields of this new technology become a lot. 

The bitcoin blockchain and other cryptocurrencies 

The application most used for the Blockchain (and which has made the Blockchain famous 

in the world) is the Bitcoin system. Bitcoin can be considered a new currency, rather as a 

cryptocurrency is defined. 

 Unlike traditional currencies, Bitcoin does not use a central body, but is based on a 

distributed database, where all the nodes of the network that want to contribute to the 

system, keep track of the individual transactions in it. 

 Bitcoins are basically just files that every user on the network can save in their own 

digital wallet (resident on their PC or on systems that emulate the service of traditional 

banks). Each "bitcoin address" in the wallet can be associated with a variable number of 

Bitcoins.  

 Generally, to facilitate anonymity and make transactions less complicated, each of 

these is managed by generating a new address in which to receive the currency. At each 

address (public key), the equivalent of a digital signature (private key) is associated, useful 

to make sure that only the owner of a certain address can start a transaction and it is linked. 

 Unfortunately, in the last couple of years bitcoins are considered just a speculative 

tool (see the price chart below) by many stakeholder in the financial sector who forget 

about the great potential of this instrument and the technology behind it. 
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Figura 8 Historical Bitcoin Price updated to 13/01/2018 

 Also with regard to digital payments there are great opportunities for the 

Blockchain. Obviously there are still many problems that need to be addressed, such as the 

processing time of a transaction, which is still very slow considering the needs of a market 

and a world that are always going faster. 

  The performance of the system should also be improved, in order to be better 

absorbed by digital payments, and in the same way clear regulatory indications and a more 

careful analysis of threats and opportunities are the challenges of Blockchain in the digital 

payments sector.  

 Despite these challenges, however, there are plenty of opportunities for this new 

technology applied to digital payments, and probably very soon we will have the first 

feedback from the market on some new projects that are promising to make blockchain the 

revolution on digital payments as well: Ethereum and Ripple.  
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Analysis of the results 

The previous list of technologies can be summarized on some trends that are common 

among all the presented technologies:  

• Digitalization is device-driven: innovation on payment pass through innovation on 

hardwares. If credit cards are going to be more and more diffused, new cards related 

technologies are going to spread, if smartphone will still grow, mobile payments will 

spread, if blockchain technology will emerge, cryptocurrencies will emerge as well.  

• Fast is better: Allowing people to have faster payment is a priority for new technologies, 

mobile payments will skip the need of PIN or other authentication systems, p2p will help 

friends to faster balance their restaurante bills, blockchain and RCT Instant will ensure a 

quick confirmation of payments receipt, boosting business cash flows. 

• Boost financial inclusion: e-wallets allow every person to access a financial instrument, 

an email and a PIN are enough to keep a small amount of money who can help people to 

purchase online or pay the bills without losing time at the post office. It also make on 

boarding process easier, avoiding all the controls and paperworks that banks are used to 

ask when opening a bank account. 

• Pushing for small amounts: generally small amount payments are performed with cash, 

solution like Satispay, PayPal and others are trying to push on the merchant side in order 

to make them accept digital payment also for payment lower than 10€. The hope is that 

making them understanding the benefits of receiving digital payment (reconciliation, 

control etc…) they will soon ask only for non-cash payments.  

• High security standards: emerging technologies such as Sofort and blockchain are 

proposing themselves with a value proposition based on security. It’s a matter of fact that 

it’s their interest to protect the customer and their own interests in order to proceed 

spreading around the globe.  

These trends are going to be match in the conclusion with the findings of the other topics.  
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CHAPTER 3: Introduction to payment legal 

frameworks 

General consideration 

All the previous technologies are disrupting the payment world with an incredible speed. 

This fintech world is so dynamic not only because of the huge efforts on technological 

development, but also because of a lack of obstacles which normally are represented by 

legal frameworks. 

 These obstacles do not have to be considered with a negative intention. Legal 

frameworks in fact, have the main goal of protecting consumers from being fraud by 

financial entities or hacked by third party.  23

 The risks that may come from the financial innovation can assume various shapes, 

from the steel of data that can guarantee access to bank account or similar, to the lack of 

information while investing trough digital tools. 

 With the increasing popularity of digital payments, it becomes increasingly 

important to understand the legal framework in which they are implemented. Consumers 

must know their rights and responsibilities, they must be aware of the financial risks to 

which they are treated and to the legal tools available when the transactions fail or have 

been fraud.  

 Regulators and institution have hard work to do due to the fact that the pace of 

innovation is much faster than the chance of regulate all the new technological trends, so 

they need to find general rule that will serve both for the present and for the next future. In 

fact, before understanding which should be the most effective rules, regulators need to 

clearly define which are the entities that need to be regulated.  

 With this aim, many task force commission have been created both by each member 

state and the European Union, in particular by the European Central Bank and the European 

Commission.  

 Maria Teresa Paracampo, Fintech: Introduzione ai profili giuridici di un mercato unico tecnologico dei servizi finanziari, Giappichelli editore (October 23

2017) 
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The chapter is going to analyze the main characteristic of legal frameworks within the 

European union, which of course is the one related to the Italian Market.  

 The theme of jurisdiction does not need to be underestimated. One of the hardest 

goal of the European union is to make the rules valid for all the EU Members, where legal 

frameworks are most of the time different from each other. These differences affect both 

companies and users: 

 Users have different rights and this goes against any of the principle of the European 

Union, where all citizens need to be equal in every EU country he lives. For example, 

before the new regulation, some country allowed the application of surcharge in case of 

digital payments, some other prohibited this case. It’s easy to understand, that on a world 

that goes digital, these rules need to be uniformed to all the members.  

 The situation is even critical for companies.  Having different regulations means 24

having different incentives and different kind of limits, and these have two consequences:  

The first one is competitiveness, let’s make a short example: the company A, from the EU 

country A, is developing a project about digital payment. Due to incentives for innovation, 

the taxation on the country A for digital payments is 20% and the only legal obligation they 

have is to keep track of all the transactions they have.  

 At the same time, the company B, from the EU country B, is developing the same 

project, but technically superior than the one of the company A. In the country B, 

innovations have no incentives, so the taxation is 40%. Moreover, to to the high focus on 

anti-money laundry, the company must apply a very strong KYC (Know-your-Customer) 

policy for both users and companies, making the process of on-boarding and diffusion very 

slow.  

 It’s easy to understand, that the company A is operating on a very easy field, so it is 

going to have much more success than the company B that is going to be slowed and 

limited by the strictly domestic legal framework.  

 At the same time, it need to be underlined that the country B is operating on a much 

safer environment. The risk of anti-money laundry is canceled by the KYC process, which 

 Martin Sweeney, PSD2: what it means for online merchants and their customer, Martin Sweeney (January 2018)24
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guarantee to the company the knowledge of all the people involved in case of any strange 

operations.  

At the contrary, the company B may be affected by start partnership with any entities, no 

matter which is the risk and which are the real purpose of the company it is partnering with. 

This is a risk not only for them, but also for their final users, which have the risk of being 

fraud by unknown merchants.  

 The theme of incentives is also bothering the European Commissions, especially 

about the different attention in terms of taxation that EU countries are giving to the Fintech 

industries. The tax harmonization on digital entities is already one of the top ten goal of the 

European union and it is one of the main topic for the creation of the desired digital single 

market.  

 On the paper “A fair and efficient tax system in the European Union for the Digital 

Single Market”  the European commission clearly stated that: “in the field of taxation, 25

policy makers are struggling to find solutions which would ensure fair and effective 

taxation as the digital transformation of the economy accelerates” and “as a result, the 

growing challenge of ensuring that the digital economy is fairly taxed has still not been 

adequately addressed, primarily due to the lack of international consensus and the 

multidimensional nature of the challenge”.  

 So, regulators need to be very careful and needs to be able to harmonize the 

different legislation by find the right equilibrium between the need of foster innovation for 

better services and the need of both protecting consumer and limit the money laundry, all of 

these, on an equal environment for all the stakeholders involved.  

 In the next paragraph the main EU directives will be shortly analyzed. The first one 

is the PSD, Payment service Directive, which represented in 2007 a huge step forward to 

the legalization of digital payment, being the first EU directive on this topic. Moreover, it 

will help to understand better the following directive of 2015, the PSD2, which represent 

the law that nowadays is revolutionizing and regulating digital payments. 

 European Commission , A fair and efficient tax system in the European Union for the Digital Single Market ( Brussels, 21.9.2017)25
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Payment Service Directive (PSD) 

According to the ABI (Associazione Bancaria Italiana)  the European Payment Services 26

Directive (Directive 2007/64 / EC), also known as the PSD - Payment Services Directive, 

defines a modern and consistent Community legal framework for electronic payment 

services.  

 In more detail, the PSD responds to the following objectives: 

• regulate access to the market to promote competition in the provision of services; 

• guarantee greater user protection and greater transparency; 

• standardize the rights and obligations in the provision and use of payment services to lay 

the legal basis for the implementation of the Single Euro Payments Area (SEPA); 

• stimulate the use of electronic and innovative payment instruments to reduce the cost of 

inefficient tools such as paper and cash. 

 The PSD has been incorporated into national law with Legislative Decree n.11 of 

January 27, 2010, which came into force on March 1, 2010. As explained in the previous 

paragraph, PSD was the first step which had the aim of providing a solid solution for the 

creation of a Single Digital Market for the European Union Payment Ecosystem.  

 It was also the first directive with an exclusive focus on digital payments. In fact, on 

the object of the directive cash, checks, traveler checks are clearly excluded, at the contrary 

it refers to “Electronics payments service and system executed in one of the European 

Union country or between them”. 

 The directive also gave the birth to a new fundamental entity category: “the 

payment institutions”, translated as “Istituti di pagamento” in the Italian legislation.  

 The payment institutions are a new figure of intermediaries other than banks and 

Electronic Money Institutes (IMEL) authorized to provide payment services throughout the 

European Union on a harmonized basis. The authorization to perform the payment service 

provider's activity, as provided for by the PSD, is necessary in order to ensure compliance 

 I sistemi di pagamento nella realtà italiana, Abi (associazione bancaria Italiana), Primo trimestre 2017 (April 2017) 26
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with prudential requirements commensurate with the operational and financial risks to 

which these bodies are exposed in the course of their business. 

Regarding this, the Directive considers that the requirements for payment institutions are 

smaller than those relating to credit institutions or banks in relation to the fact that they 

exercise more specialized and limited activities and are therefore exposed to much closer 

and easier risks.  

 One important limit is that payment institutions are not allowed to collect deposits 

from users and use the funds delivered by users only for the provision of services of 

payment. This availability must be kept separate from the funds held by the institution for 

other commercial activities.  

 The Bank of Italy has specifically outlined the ways in which payment institutions 

avoid that the amounts held in the payment accounts on behalf of each customer are 

confused with those of the payment institution or other customers of the same, providing 

also that appropriate accounting records are set up and kept of the sums of money held, so 

as to be able to reconstruct at any time the position of each client with certainty.  

 The purpose of the EU community legislator is therefore to regulate this new 

intermediary: to introduce more competition in the market for harmonized payment 

services at European level by reducing the costs involved in the regulation of banks, in 

order to guarantee better conditions for consumers.  

 Considering again the e-commerce market as a field, this was almost a revolution. 

This new category gave birth to many players that were now able to provide payment 

service trough virtual POS with the necessity of being a standard bank.  

 Nowadays, these kind of players own the majority of the online eCommerce 

transaction thanks to the fact that they are able to provide a much higher technical value to 

online Merchant. In Europe, player like Adyen, Heidelpay, Worldpay or pure Italian player 

like Gestpay, saw their first huge grow on those years.  

 This was a huge proof that legal harmonization can help to boost innovation, and 

should not always to be considered as a threat.  
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Second Payment Service Directive (PSD2) 

The key elements 

There has been much discussion of the Second Payment Services Directive (PSD2), 

introduced by the European Commission with the aim of creating an integrated single 

market for payment services. It is said that changes from this directive are game changes 

for the retail banking sector and that the obligation to be implemented no later than January 

18, 2018 in all EU member states. 

 As usually happens with completely new efforts, the results of PSD have not lived 

up to expectations: retail banking and payment services have not undergone radical changes 

between 2007-2017. Therefore, over time, the EU has deemed it necessary to have more 

precise regulation in order to increase competition and facilitate the processing of payments 

through uniform market rules throughout the European Union. 

 Furthermore, as the boom of technology innovation is always on hype, PSD was 

already becoming obsolete for many of the new incoming players. So, in 2015, the 

European Parliament introduced the PSD2 Directive to introduce new regulations so that 

not only the banks, but also the completely new types of companies offering payment 

services are able to compete in the payment area.  

 For example, Fintech companies have the opportunity to present their innovations in 

a fair market and can offer completely new services and services, similar to those 

traditionally offered by banks. The declared objective of PSD2 is to improve innovation, 

strengthen consumer protection and improve the security of Internet payments and access to 

the account within the EU and the EEA. 

 What PSD2 means in practice?  Because PSD2 is implemented, it allows third-party 

players to create financial services on top of data and banking infrastructure. The directive 

defines two new types of services, which are the same explained in the technological 

innovations chapter (2): 
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• Payment Initiation service providers (PISPs) who can initiate a payment from a payer's 

bank account and facilitate the transfer of funds to the recipient's bank account. 

• The providers of account information services (AISP) to which payment service 

providers for account maintenance (ASPSP, such as banks) are obliged to provide access 

to the balance and transaction data on their clients' payment accounts through the API 

(Application Program Interface). 

This was just a formal news for the payment ecosystem, the PSD2 in fact is also hardly 

impacting the technology development of fintech startup. The new disrupting concept are 

the Open API.  

 In order to further encourage competition, PSD2 requires banks to grant third parties 

(eg SOFORT) access to their customer accounts and payment services securely after the 

user's consent. In this context, APIs (Application Programming Interface) have been 

considered the most secure and tested technology to facilitate an easy access to customer 

accounts, even if the technology is not mentioned directly in the directive. 

The definition given by Jacobson (2012) of application programming interface, or API, is 

“a way for two computer applications to talk to each other over a network using a common 

language that they both understand” .  27

 The topic of Open API has been one of the more discussed during the European 

commission sessions. Due to this introduction in fact, Psd2 become the arena where 

Fintechs and traditional banks are fighting .  28

 According to Fintechs position, Open API are not the best solution in order to 

provide the best user experience to customer. This position was clearly stated on a 

Manifesto brought by 57 companies among the most promising European Fintechs. Sofort 

Gmbh, the PISP presented previously in the chapter 2 was actually one of the main 

promoter. “Manifesto for the impact of PSD2 on the future of European Fintechs”.  29

 Daniel Jacobson, Greg Brail, Dan Woods, APIs: A Strategy Guide: Creating Channels with Application Programming Interfaces , O’Really edition 27

 Fiona Harwood, Will the open bank revolution require a UX revolution?,  Fiona Harwood, SimpleUsability, accessed (November 2016)28

 Manifesto for the impact of PSD2 on the future of European Fintech ( May 2017 )29
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 After the publication of the final draft of the EBA Regulatory technical standard 

(RTS) in March 2017, these 57 companies clearly affirmed that “the choices taken by the 

EBA have the potential to negatively impact our businesses models, thus reversing what has 

been achieved by Fintech companies over the last years at the EU level” and continue: We 

believe that the EBA’s RTS, not only do not reflect the principles laid down in PSD2, but 

are dis- torting them by banning a secure proven technology such as Direct Access via the 

bank’s existing – and well maintained – customer-facing online banking interface” 

referring to the screen scraping technology previously presented.   

 This paper proceeds with the argumentation that giving the fill technological control 

to banks, this scenario will cause two main problems: 

• Banks will be an obstacle for the development of new technologies because they would 

be the ones in charge of delivering API and it is common knowledge that banks are not 

the innovation processes leaders. In this way, fintechs would just be able to follow the 

technological framework that banks are going to provide 

• Banks would have a control on customer data that is even higher than the customer itself. 

By creating their own API in fact, they will be able to block any Fintech trying to access 

their system, even if the service provided has been approved and has represent the 

willingness of the customer. This is not what PSD2 states on his principle: customer must 

have full control on their own data. 

• Competitiveness: PISP and AIS are competing with banks in terms of revenues on 

payments and the customer need to choose to whom he wants to give this revenue. On the 

scenario proposed by the EBA, which will be the incentives for banks of delivering 

strong and effective API if these to make competitors stronger? The scenario that is going 

to be applied see banks as players and referees of the same match.  

 What makes this 57 companies angry about, is that in the last 10 years they have 

operating with incredible security records. SOFORT itself has always proven to have the 

incredible record of zero cases of data leackage. So, they’re not talking about a low risk, 

but about a “zero” risk.  
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 These positions have been clearly explained by the “Elevator and staircase paradox”: 

imagine that customer bank accounts are placed on the various roof of a building, which in 

this case is a bank. Before Psd2, PISP and AISP were really good at doing the stairs in order 

to reach every bank account, and this was a safe and proved way of reaching them. After 

the PSD2, the stairs are now completely closed, and a new elevator was built by the bank in 

order to make PISP and AISP go up and down on the building. Apparently it looks like 

good news for TPP providers, but what if the elevator broke? TPP would not be able to 

access the service anymore. Moreover, what would be the incentive of banks to build an 

elevator which is something that is very expensive for them, just to make other get inside 

their building?   

 The Fintech Manifesto proceed then with a series of proposals in order to make RTS 

more effective: 

• Direct access is secure and can be PSD2 compliant: screen scraping has been proven to 

be a secure technology within the years and in many industries such as Wealth managers, 

online travel and accounting firms. The compliances would be guarantee by the fact that 

Moreover, PSD2 requires that TPPs identify themselves vis-a-vis Banks (ASPSPs) when 

providing their services. By using the exact same identification mechanism, as the one 

requested for the dedicated interface in the RTS, Direct Access becomes Secure 

Authenticated Direct Access (screen scraping combined with TPP identification) and 

therefore, fully compliant with PSD2.  

• Technology neutrality, competition and equal playing field: Fintech is not stating that 

APIs are not the best technological solution in order to perform payments, they simply 

are not a proven technology, as at the moment none of the bank as creating any of them. 

So, APIs use should be optional.  

• Consumer data ownership, control and portability: GDPR (General data protection 

regulation), another important directive in the digital world, codifies two main citizens 

right: 1) users must have control on their data, including right of access and right of use, 

2) users can transfer their data to any controller without any obstacles. TPP always need 
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explicit user consent, and as regulated entities, they will always be under the supervision 

of data authorities. 

 And then a final solution has been provided by these companies: Secure authenticated 

direct access. Secure Authenticated Direct Access (screen scraping combined with TPP 

identification) is fully PSD2 compliant, which implies:  

• TPPs identify themselves towards the ASPSP at their customer-facing online banking 

interface  

• TPPs communicate securely with the ASPSP  

• TPPs secure the use, access or storage of the payment service user’s data with at least the 

same level of security as any dedicated communications interface 

The right to opt for the indirect or direct access shall be on the side of PIS and AIS 

providers.  

The Final Draft 

The 27th of November 2017 the EBC published the final text of RTS that, even if not 

completely satisfying for Fintech, added some new key points in favour of technological 

efficiency. The final text states the follow: 

• APIs use obligation: The RTS establish requirements for ASPSPs to develop and 

maintain a communication interface to allow PISPs, AISPs and payment service 

providers issuing card-based payment instruments to access the data they need in 

compliance with PSD2. The RTS only apply to payment accounts, in accordance with the 

scope of PSD2. The RTS thus does not cover the access to accounts other than payment 

accounts, which falls under the competence of the Member States.  

• API performance: Where the ASPSP decides to use a dedicated interface, the RTS 

mandates that it shall define transparent key performance indicators and service level 

targets for the interface. These must be at least as stringent as those set for the interface 
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used by the ASPSP's payment service users. In addition, it shall publish the data on a 

quarterly basis.  

• The fall-back: In order to guarantee that an unavailability or inadequate performance of 

the dedicated interface does not prevent payment initiation services and account 

information services providers from offering their services to the users, while at the same 

time the user-facing interfaces operate without any difficulties and allow the ASPSP to 

offer its own payment services, the Commission amended EBA's draft RTS to introduce a 

contingency measure in the form of a fall-back mechanism which consists in opening the 

user-facing interfaces as a secure communication channel for payment initiation services 

and account information services providers. The relevant provisions of PSD2 (Articles 

65-67) apply for payment initiation services and account information services providers, 

including identification and authentication procedures, when using this contingency 

measure. Its use must be fully documented and reported to the authorities by the relevant 

providers, upon request.  

 EBA rejected in its opinion on the Commission amendments this fall-back mechanism on 

two main arguments:  

• the first one related to the cost of the fall-back mechanism which would have to be borne 

by ASPSPs in addition to the cost of a well-functioning dedicated interfaces;  

• secondly, EBA expressed concern that the requirement for a fall-back mechanism would 

weaken incentives to develop standardized dedicated interfaces, as the fall-back 

mechanism alone would already be sufficient for ASPSPs to comply with the 

requirements of PSD2.  

 In the light of the EBA's opinion, the Commission has reviewed its amendments to the 

RTS, keeping the fall-back mechanism as a general principle, but allowing the competent 

national authorities to exempt banks from having to provide them when strict conditions are 

met, ensuring that the interfaces really open up the payment services market. Therefore, 

dedicated interfaces must be tested by payment service providers who will use them and be 

subjected to stress tests and monitored by the competent authorities. In the event that these 
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dedicated interfaces fail in the test phases or do not pass the stress test, the payment service 

providers will be able to use the contingency mechanism imposed by the RTS. 

 For cases where a dedicated interface has been exempted from the client interface's 

contingency mechanism but no longer meets the requirements for that exemption, or cases 

where an ASPSP fails to offer any interface that meets the requirements of PSD2 and RTS, 

the Commission has introduced a provision to ensure business continuity in the payments 

market. In this situation, the competent authorities ensure that PISPs and AISPs are not 

blocked or obstructed in the provision of their services. 

 As it was for the PSDI, on one of the attachments of the drafts, a list of exception has 

been made in order to underline the situation where the law is not applicable: 

• Payments transactions carried on trough an agent on behalf of the payer or the payee (this 

aspect exclude the case of the agent acting on behalf of both payer and payee, where the 

law is valid) 

• Payments services based on limited networks (e.g. membership cards, seasonal transport 

ticket, meal vouchers, fidelity cards etc…) 

• Technical payments infrastructure, where the supplier of the service is not involved in the 

financial flow. (physical hardware POS provider)  

• Some other small operations that have a very low risk: purchase of digital goods such as 

music or digital transport ticket. The transaction do not need to be higher than 50€ and 

the sum of the various purchase can’t be higher than 300€ per month.  

• Withdraw from an ATM offered by bank independent entities with the only obligation of 

make the withdraw commission transparent to the customer. 
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PSD2, Security and Strong Customer Authentication 

The growing complexity of electronic payments has the main consequence of making the 

security topic very complex as well. For this reason, the theme of security occupies a key 

role in the PSD2 text. So, in order to better prevent payment frauds, the directive underlines 

obligation not only for payment service providers but for the user as well: 

• Use the chosen payment method with a full acknowledgment of the functions and the 

applicable conditions  

• Protect personal information such as PIN, secret passwords or other tools that are 

mandatory and secret for the account login in  

• Immediately notify the providers where a suspect transaction has been processed or in 

case of loss of the payment instrument (e.g. credit card) or its credentials. 

 On the other hand, payment service providers need to help the customer on the previous 

point by following the rules of: 

• Make sure that credentials may be used only by the owner of the payment account  

• Make sure that the user can notify on an easy and effective way in case of suspicious 

transactions or in case of any loss. 

• Block any kind of payments operation after the notification as above.  

Obligation of transparency has always been mandatory for any payment service provider 

and with Psd2, some new key elements are added: 

 Strong customer authentication: it defines a new authentication method based on the use 

of systems that increase the level of security of online transactions, as required by the 

standards of the European Central Bank, the Bank of Italy and the Privacy Guarantor. It is 

applied every time the user: 

• access your home banking 
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• make electronic payment transactions 

• carries out a disposition operation on his home banking 

 This two steps verification process will not be mandatory for every transaction, many 

exceptions in fact need to be underline. Following the strong opposition expressed by some 

large online operators (Amazon and Visa, for example), a compromise has been reached 

which leaves many doubts about the effective security of users and the reduction of the 

possible number of frauds, which was then the intent of the European legislator.  

• Strong authentication will not be necessary if you access the site only to check the current 

account balance or the operations performed in the last 90 days; 

• For contactless operations in physical stores will not be requested in PIN when the 

amount of payment does not exceed 50 euros. However, the PIN will be required for any 

payment if the total of consecutive payments without PIN exceeds 150 euro. 

• As specified in the previous paragraph, regardless of the amount, no PIN will be required 

when the cards will be used to pay for transport tickets or similar. 

• It will be possible to indicate to the bank or to the payment institution a list of trusted 

beneficiaries or recurring transactions to which payments can be made without strong 

authentication; 

• Even transfers to themselves in the same bank, the so-called transfers, will not require a 

strong authentication; 

• There is the possibility of an exception to the strong authentication for transactions of low 

amount online, possible if the payment does not exceed 30 euros and, in any case, only if 

in total with an exemption have been made payment transactions that do not exceed 100 

euro or up to five consecutive ones have been made; 

• Another exemption is based on risk analysis: if the transaction is considered not risky, 

strong authentication will not be required. How is a low risk operation classified? These 

conditions must occur: the transaction can’t exceed 500 euros, must be classified within 

the fraud rate detected for the bank making the payment and must be an operation with a 
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non-anomalous amount, with access from a computer or other device identified and with 

place of shipment of non-strange goods. 

 New regulation does not apply to PSP only, but, since PSD2 legalizes TPPs, these entities 

have to guarantee a certain level of security as well, in fact they become direct responsible 

for any damage caused by its service on the bank account of the user, for example if a not 

authorized payment has been processed through the TPP. 

 According to the new law, payment which are not authorized, after a fair consideration, 

need to be refunded to the user by both TPP and PSP, in the measure of their commitment 

to the payment. Due to the fact that there’s no contractual relationship between PSP and 

TPP, balancing the responsibilities between them will not be an easy job for judges. But 

hopefully the new system will drastically reduce disputes among them and, at the contrary, 

will promote collaboration between fintechs and traditional banks. 

Italian banks reaction 

In the next paragraph will be presented a research made by CA Technologies  on Italian 30

banks reaction to PSD2. The importance of this research underline a massive delay of 

financial institution about PSD2 compliances but, at the same time, the clear vision of the 

potentiality of this directive. 

 Despite an apparent lack of preparation, 96% of Italian banks claim to be very / fairly 

agreeing that the PSD2 constitutes an opportunity to innovate, differentiate and create new 

products and services. About 86% would also be quite / very oriented to identify in 

customers the starting point for this change. 

 Italian banks are treating directive as a strategic factor for long-term change. Only 21% 

of the institutions of our country are fully convinced that the Psd2 is mainly a regulatory 

obligation, while 68% believes that full compliance with this directive should be centered 

on a strategic goal (10% less than the European average).  

 Psd2: a strategic game-changer with a long term impact, CA technologies, (January 2018) 30
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 This trend is confirmed by the fact that 92% of the interviewed subjects stated that in 

their institute the corporate function assigned to the 'Digital Transformation' is responsible 

or otherwise involved in the implementation of Psd2, as evidence of the transformative 

nature of the change represented by Psd2 and the acknowledgment by banks that innovation 

in the payments sector is an integral part of the digital strategy. 

 36% of Italian organizations, against 17% of Germany and 30% of France, have already 

implemented one or more services inspired by Psd2 and around 14% would have opted for 

an "agile" methodology in the preparatory work for the new directive. This approach allows 

Italian banks to relaunch innovation, create new customer-facing services and gradually 

adapt to the consolidation of standards. 

 With regard to the news brought by the Psd2 Directive, the two most  popular are the 

AISP model and the PISP  model: 86% of respondents would like to adopt the first (11% 

more than the European average) and 81% the second (15% more than the European 

average). 

 And technology is the key to success: 83% of Italian banks is indeed a lot or rather 

convinced of having to acquire new technologies to be successful in the implementation of 

Psd2 and open banking. Moreover, as to find technological solutions to support the 

implementation of the new directive, almost three quarters of the respondents would have 

expressed the desire to deal with a single supplier. 

 The APIs (Application Programming Interface) connecting the software processes would 

also be a priority. Approximately 28% of banks in fact placed APIs in first or second place 

in order of importance as a tool to allow customers to request products, while 21% 

expressed support for creating customer-oriented ecosystems with partners Fintech. 

 Although only 11% of Italian banks have great difficulty justifying investments aimed at 

achieving compliance with the PSD2, 50% - 13% higher than the European average and 

24% above the figure for France - do not believe that customers be ready for open banking. 

This would also explain why 78% of banks are very / fairly oriented to resign themselves to 

a minimum period of two years to get back from their investments. 
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 In the post-Psd2 period, 44% of Italian banks believe that the biggest threat to their 

business will come from the so-called giants (Google, Amazon, Facebook, Apple). This 

perception would explain the approach taken so far adopted by the banks in compliance: the 

challenge launched by these consumer technology giants is certainly destined to evolve but 

in the short term it would not yet constitute a direct danger. 

 Just over a quarter (26%) of the Italian banks interviewed in this research is of the 

opinion that the main threat linked to the Psd2 would come from the other traditional 

banking operators, whose strengths would be the management of customer relations and the 

related data to customers. All this also explains the attention of the banks interviewed to the 

business models focused on the payment initiation and payment aggregation processes, as 

they expect to be attacked not only by new players but also by long-term players. 

 About 14% of Italian banks believe that the most fearful threat in the new competitive 

arena created by the Psd2 is represented by the new digital banking challengers, 

organizations that are in fact in a unique position to ride the opportunities of the Psd2 

directive, being more agile and not bound by legacy applications that burden their already 

established rivals.  

Analysis of results  

As it has been done for technology, also from a legal perspective it is possible to summarize 

the analysis on some common and recurring topics: 

• Pushing banks to adeguate the technical standards: regulators are trying to make old 

financial institution operate like an agile young company, updating their systems in such a 

manner that they can compete with fintechs, if this will ever be possible. 

• Pushing fintechs to strong regulation: most of the fintechs were operating on legal gaps 

that regulators are trying to cover. The main issue here is about how deep this regulation 

need to go on, allowing fintech to develop new effective payment system in a low 

restrictive legal environment. At the moment, lots of regulation are pushing fintechs to 

adaptation instead of disruptions. 
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• Strong customer authentication will foster cooperation instead of competition: a two step 

verification will help banks to assure a high level of security to their customer, at the 

same time fintechs need to develop security authentication system that will guarantee a 

smooth payment process. Example fo these are bio-metrics technologies, that will 

guarantee a verification process base on fingerprint, eye or face recognition.  

• The banks are late: Psd2 will become mandatory 18 months after it came into force the 

13th of January 2018, but according to the CA technologies research financial institution 

are still planning to start the development of API, even if they consider them a a key 

priority for the future.  
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CHAPTER 4: The customer perspective 

Innovation as added value for the customer 

In the previous chapters a lot of considerations among payment topics have been made. In 

the second chapter, an analysis of main technological trend listed a series of technological 

disruptions that are hitting the payment world. In the third chapter, focusing the analysis on 

Europe, a study of the main directives related to payments as been carried on, with a short 

explanation of how regulators are trying to boost innovation keeping a safe environment for 

users.  

 Now a deeper focus on the Italian market will be made, and a new perspective, after the 

technological and legal ones, will be presented: the user perspective. The following 

paragraph will present the result of a questionnaire presented to Italian users only. The aim 

of this is to analyze the diffusion of digital payment both in term of knowledge and average 

usage.  

 On the product side, the results will help to better understand the penetration of new 

technologies in the market, so how many users know about new coming technologies and 

how big is the adoption of these new solutions. On the other hand, a series of question 

about security will help to understand if the huge efforts of regulators in order to limits and 

control fintech evolution is representing the willingness of the customer. Both innovators 

and regulators need to be very proactive on continuously ask to the users which are their 

needs and their difficulties. This process is fundamental for any kind of innovation.  

 According to Nick Skillicorn, CEO and Founder of Improvides Innovation Consulting, 

defined innovation as: “Turning an idea into a solution that adds value from a customer’s 

perspective”, so the customer needs to be the centre of the discussion, needs to be the key 

point of any analysis regarding innovation. Any idea may be innovative and any project has 

the potential in order to be profitable, but if no one is going to adopt it, the innovation is not 

completed and for sure it’s not going to be profitable for any enterprise or start-up.  
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 Payments innovations are not excluded in this definition, at the contrary, they’re the 

perfect example of it due to the business model they often have: payments earn the biggest 

part of their revenues depending on the adoption of the system, as it is often represented by 

a fee on each transaction made by the user. The direct consequence is that without users the 

project will last for a short period.  

 About new legal frameworks, the regulation discipline requires a series of decisions that 

are "consistent with the public interest". The regulation presupposes that the behavior of the 

private, if not regulated, will tend to diverge from the public interest. The purpose of 

regulation is to align private behavior with the public interest Public interest in this case can 

assume different shapes already explained in the legal chapter: competitiveness among 

different players, pricing control and most important the security of the customer. Even if 

customers are not always able to fully evaluate what is happening around them, it’s 

important to understand which are their needs and they main concerns on the market that 

needs to be regulated. 

 The questionnaire aims to answer about the presented topics: 1) are technologies 

presenting an added value for the customer and is this added value perceived? 2) Which are 

the main concern about the payment market that customer have?  

Methodology and description of the questionnaire 

The questionnaire has been managed with the help of google form, an advance tool that 

allows to create online surveys and share it among the web. The survey has been shared 

among social medias such as LinkedIn and Whatsapp and sent via mail to qualified 

contacts. The questionnaire consists on 4 main areas: 

1. Generality: a first step that will result fundamental for the right analysis of the data is the 

question about personal information and five elements have been requested in order to 

be able to segment the market and make more accurate considerations, these elements 

are: 
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• Age: dividing the sample accordingly to the standard marketing categorization (less than 

18, 19-35, 36-50, more than 50) 

• Gender: male or female 

• Level of study: in order understand if personal influences the use of digital payments 

(Primary school, Secondary school, Degree) 

• Job Position: an even deeper focus has been given to the level of study, asking for the job 

position may help to understand if the daily routines influence the use of digital 

payments. 

2. Payments: after the first segmentation, a series of question about daily usage of digital 

and not digital transaction has been conducted. The questions presented a list of 

situation where people are used to pay and a list of payment methods. The list of 

situations is: 

• Payment on a physical store (Supermarket, fashion shop etc…) 

• Payment on an online store (eCommerce, Amazon, Ebay etc…) 

• Payment of bills and taxes 

• Payment between family and friends 

This list was placed on a matrix with a series of payment methods dived as follows: 

• Cash or Checks 

• Credit or Debit Card 

• Sepa Bank transfer or Sepa Direct Debit 

• Smart payment (PayPal, Satispay, Sofort etc…) 

• Never happen, a question added for statistical validity 
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The same question was asked twice, once for payment of low amount, once for payment 

of high amounts, letting the user considering his perception of low and high amount.  

 The second part of this area focused on the use of cash. This analysis is mandatory 

for the Italian market, where cash payments are still the preferred payment method for 

many users. The questionnaire aim to understand if there’s a difference between ages on 

the use of cash payment and which are the main reason that push people to choose for 

this method. After a question on the usage frequency of cash in the daily routines, a series 

of reasons has been presented. The sample was asked about the reason that most often 

stays behind the choice of preferring cash transaction instead of a non-cash transaction, 

the reason proposed were: 

• Cash is a fast way of concluding a purchase 

• Cash is a secure way of concluding a purchase 

• Cash was the only payment method I had 

• Cash was the only payment method accepted by the merchant 

• The payment was a low amount transaction 

• I never use cash 

• Then an empty answer in order to let the sample add some reason they considered 

valuable 

 The last question of the section aims to understand which are the factors that most 

influence the people while choosing for a payment method. The sample was asked to assign 

a level of importance to the following factors: 

• Security of the data 

• Easiness of use 

• Speed of use 
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• Easiness of receiving the money back (refunds or mistakes) 

 Security is for sure one of the main issue while choosing for a payment method, the third 

section is entirely dedicated to this factor. The sample was asked to assign a level of 

perceived security to each of the payment method category proposed (Cash, checks, 

Standard Cards, Contactless Cards, Mobile payments). The same same question was asked 

twice, the first one for payment on a physical store, the second for payment made online. 

 In order to understand better if a possible security issue has some recorder reason, a 

question about the number of frauds received for each payment category has been 

submitted. The sample could choose among “Never”, “less then twice”, “more than twice” 

regarding the number of frauds for cash payments, cards payment, bank transfer, mobile 

and e-wallets. 

 The last section has a deeper focus on technology. There’re lot of innovative payment 

methods that are entering the market, the sample was asked about their knowledge of these 

methods and the level of usage they have. A list of 10 of the most innovative and growing 

innovation has been listed:  

• PayPal: the most common e-wallet worldwide; 

• Apple Pay: mobile payment solution provided for apple devices, a credit card is 

associated with the smartphone and through it an online or a physical purchase is 

possible; 

• Android Pay : the same service as Apple pay, but for android devices; 

• Amazon Pay : a credit card is associated with the user Amazon account. This account 

may be use on other eCommerce in order to log-in and pay; 

• Sofort : the PISP presented before in order to purchase with a smooth flow through bank 

transfer 

• MyBank : similar solution as Sofort, but promoted directly by Italian banks; 
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• Satispay: the P2P payment presented before, it allow physical an online purchases; 

• Bitcoin or other Cryptocurrencies: they can be any of the more than 1000 

cryptocurrencies on the market; 

• SisalPay: through its network of tobaccos and little stores it allows to pay by cash a 

transaction started online 

• WeChat Pay: the most common e-wallet of the chinese market is entering Europe with its 

million of Asian users. 

 This list was presented twice to the customer, the first one to understand the market 

penetration in terms of knowledge, the second one to understand the market penetration in 

terms of usage. 

 So, once understand what customer knows and use in the present, the last question aim to 

understand which of the trends presumed during the dissertation is most likely to be 

preferred by the customer. The sample was asked to assign the level on interest (not 

interested, a little interested, interested, extremely interested) on the following technology 

trends: 

• Payment in store through the smartphone 

• Payment trough wearable technologies (smartwatches, glasses etc…) 

• P2P payment between family and friends 

• Bitcoin or other cryptocurrencies 

• Instant bank transfer  

• Contactless payment 

• Pay after delivery (credit solution) 
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Numerical results 

The sample  

A first overview is going to be given by the analysis of the sample. A total of 108 people 

answer to the questionnaire. Regarding the age, a very useful data that will be deeply 

analyze afterwards, the majority (66,7%) are the so called millennials, with an age between 

18 and 35 years, followed by the generation X between 36 and 50 years (21,3%), the baby 

boomers (9,3%) older than 50 years, and the Generation Z younger than 18 (2,8%). The 

gender is perfectly balanced, with 52,8% of male and 47,2% female respondents.  

About the level of study, 7,4% of the sample has a primary level of study, 41,7% have a 

degree (no matter the level), and 50,9% affirm to have a secondary level of study. A 

precision must be done, in fact lot of these secondary level are students in proximity of 

having a degree.    The next question will balance this imprecision by asking the job title, 

which results to be too various on the sample. 44,4% of the them are students, 23,1% is 

represented by managers, 8,3% are entrepreneurs, 4,6% are unemployed, 1,9% are 

workmen, while the 13,9% of them have another kind of employee. These categories will 

result fundamental for the analysis of payment trends and for the analysis of the technology 

diffusion. 

Digital Payment usage 

The questions about usage of digital payment give an interesting summary that proof that 

there’s still lot off work to do in order to push digital payments.  

For payment in physical stores of low amount purchases, the preferred payment method is 

still the cash, with almost 79,9% of the respond that affirm to favorite this payment method, 

29% of the respondent prefer both credit cards and cash, while only the 23,8% do not insert 

cash as a preferred solution but selected just Credit Card (21,1) or other innovative solution 

(2,7%). A very low result for innovative digital payment such as mobile payments or Qr 

codes etc… 
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 Some positive signals are given by eCommerce transactions. While purchasing online, 

the only solution that allows cash is the pay-on-delivery, which has been choose by less 

then 1% of the respondent, all the others are spread among credit cards (47%), digital 

payments ( 34% ) or both ( 17% ), a small percentage is still for the standard bank transfer 

solution.  

 A very bad scenario is presented in the other two situation presented, on payments such 

as bills or taxes, digital payments represents only the 2% of the answers. Even if we’re 

talking about low amount, here standard bank transfer has the lead (39%), followed by cash 

30% and credit card (29%).  Always regarding low amounts, even on payments between 

family and friends cash (40%) and bank transfer (35%) are leading the field.  

When the focus is moved from low amounts to high amounts, the situation is not that 

different. While online the statistics are very similar to the previous result, on physical store 

an important shift goes in favor of cards, with 75% of the respondent that preferred them 

against the 35% of people who prefer cash. This is still a too high percentage if we consider 

that the amount is high. Again, innovative solution do not overcome the 1% of the 

respondent here, underlying the very low diffusion of smart payment on brick and mortar 

shops. 

Even on the remaining scenarios, on bills payment and on among friends payments, for 

high amount the bank transfer has a huge position, with more then 50% of the respondent 

who prefer this method among other for both the situation.  

 So, it’s clear that excluding eCommerce, cash and bank transfer payments are still very 

diffused, and the amount of the purchase is not that relevant when choosing for a payment 

method. These data are confirmed also while asking to the sample how often are they are 

used to pay with cash.  

Starting from the fact that none of the responded affirmed to use exclusively non-cash 

payments, a relevant data is given by the fact that the 58,3% of the sample adopt a cash 

more often that non-cash solution, with even a 4,3% that affirm to use only cash for every 

kind of payment. 
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 Making an age distinction the questions have some incredible results. It seems obvious 

that for people that are so called “digital natives”, the use of digital payments should be 

favorite to cash. Filtering the results considering only under 35 years old people, the 70,4% 

of them affirm to use perform more cash than non-cash transactions, with a 6,2% of the 

respondent who affirm to use exclusively cash.  

 At the contrary, considering people older than 35 year old, the 72% of them affirm to use 

cash less times than non cash transactions. This answer  is surely influenced by the fact that 

credit cards are more diffused among older people, but the spread between young (29,6%) 

and old   (72%) must be considered as relevant. 
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 But why cash payments are still so relevant? The next question try to answer this 

question by letting customer give a reason of their choice while paying with cash. The 

reason proposed before had the following result: 

•  43,5% cash is a fast way of concluding a purchase  

•  7% cash is a secure way of concluding a purchase 

•  30,5 cash was the only payment method I had 

• 33% cash was the only payment method accepted by the merchant 

• 63,9% The payment was a low amount transaction 

• 0% I never use cash 

• Then other answer even if not statistically relevant need to be considered : 

• I wanted to empty my wallet 

• I just have a prepaid card for online purchase 

• It is for free 

 So, here the amounts topic seems to be relevant,  not only by the fact that the 63,9% of 

the respondent think it’s a relevant driver, but also because almost an half of the respondent 

thinks that pay with cash is faster than digital payment. This result is can be evaluated in 

two different ways: 

• Technology is not able to provide a quicker and more effective solution compared to cash 

payment. 

• New solution are not able to make people perceive the easiness and the effectiveness of 

their solution.  

 As expected, these issue are fundamental for young people below 35 years old, where the 

effectiveness and speed of the payment is perceived as a key driver by the 50,6% of the 
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sample. One other data disagree with the assumption made before that lot of younger 

people use cash because they do not have a credit card, in fact the fact of “being the only 

payment method I had” is a key driver is almost the same as the older (33,7%).  

 Now it’s time to understand which are the factors that generally most influence people 

while choosing for a payment method. presented above. Two technology-driven factors 

have a very important influence on the payment choice: 61% of the respondent affirms that 

the easiness of use is very important, while 29,6% perceive this an extremely important 

factor. An even higher result can be found in the importance of the speed of use: 33% of the 

sample think that this is an extremely important driver, 56,6% of them think that is very 

important to have a quick user experience while executing a payment.  

 But the two most important perceive drivers are the easiness of refund and the data 

security. To the easiness of refund the 47% of the responded consider this as an extremely 

important factor and the 39,1% think it’s very important. The highest score has been 

marked by the security of data protection, 73,9% of the responded consider this an 

extremely important driver and 21,7 think it is very important, it means that a total of  

95,6% of the sample consider security as a key driver for their choices. 

!  
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Security issue 

So, the security topic proved again to be one of the main driver. The following results has 

been found regarding the level of security perceived by the sample on the two situation 

presented for each payment method. For the in-store purchase, the level of security is 

particularly high. If we consider the two high level answer “secure” “extremely secure” the 

distribution is : 

• Cash: 90,7% ( 43,5% secure, 47,2% extremely secure) 

• Checks: Half of the people never used this payment method, this proof the decline of this 

solution, which is also perceived as less scure by the 17% of the sample. 

• Debit and credit Cards : 87,6% ( 54% secure, 33,6% extremely secure) 

• Contactless cards: 51,3% ( 34,5% secure, 16,8% extremely secure), a note must be done 

by the fact that 28,3% of the sample never used this tool.  

• Mobile payments: 42,9% of the people never used this technology, but this is the only one 

payment method which is perceived less secure than others. If we take off from the 

statistic those who never used this, 61% of the sample think that mobile payments are 

very insecure ( 45% “not secure”, 21% “extremely insecure” )  

 Situation changes a bit if the situation presented is an online purchase, where the level of 

security is less high:  

• Debit and credit cards 62,1% ( 48,6% secure, 13,5% extremely secure) a note must be 

done on the fact that almost the 30% of the sample believes that using credit card online 

is insecure (24,3%) or even extremely insecure (4,5%) 

• Pay on delivery: Even if the use is very uncommon, pay with cash on delivery is consider 

as a very secure method. 

• Bank transfer: More common than the pay on delivery, but for those who used it, it is 

perceived as a very secure payment method by more than 80% of the respondent. 
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• PayPal: This solution had the greatest result on the “extremely secure” answer, it is well 

know that the consumer protection policy of PayPal are very appreciated by the users. 

• Other Smart Payments: Only half of the sample used a payment method which is different 

from the previous ones, but for those who used them, the perception was very secure by 

almost 75% of the respondent.  

 In general, the results are good but not entirely satisfying if the goal is to move towards a 

digital payment driven country. Now it’s going to be analyzed if the perception of 

insecurity of some people is caused by a psychological element or by some fraudulent 

experience in the past.  The result proves that only few of the sample as been victim of a 

fraud when not using cash, in fact if we consider the two answer that include at list one 

fraud the percentages are the following: 

• Cash 17,9% (13,4% less then twice, 4,5% more than twice) 

• Credit cards 13,4% all for “less than twice”, no one has been fraud more than twice 

• Bank Transfer 1,8% (0,9% more than twice, 0,9% less than twice) 

• Other smart payments 6,3% (5,4% less than twice, 0,9% more than twice) 

So if we consider previous experience, cash payments have been the one with more frauds, 

and still it is perceived as a more secure method. 

Technology diffusion 

As presented before, the last section of the questionnaire is about the understanding of the 

level of diffusion of new technologies in the Italian market, both from the knowledge and 

the usage point of view.  

 About the result of the knowledge, the 10 payment methods have reach until now the 

following level: 
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• PayPal: it is for sure the most known payment method, with 96,5% of the people who 

affirm to know the system and just a 3,5% that never heard about it; 

• Apple Pay: even if influenced by the limit of being available only on Apple devices, half 

of the sample (51,8%) knows the system;  

• Android Pay: here the diffusion is lower than apple pay, with only one-third of the sample 

(33,6%) that knows the system and the remaining 66,4% that never heard about it; 

• Amazon Pay: the biggest eCommerce in the world is not wasting time neither in the 

payment industry. Their payment method is very young but already known by the 50,9% 

of the people;  

• Sofort: the first full European alternative payment presented is entering the Italian market 

since few years. 18,8% of the people knows the German system, which in its home 

country is used even more than PayPal; 

• MyBank: the full Italian solution, very similar to Sofort, is a little bit more known than its 

German competitor, in fact 25,5% of the sample knows the system; 

• Satispay: the first P2P platform in Italy is investing a lot in order to spread in the country 

and the results are clear. Not being a giant and resulting known by 33,1% put the basis for 

a solid future growth; 

• SisalPay: The system is accepted mainly in little stores or some public entities, this allow 

the system to be know by the 34,2% of the sample.  

• Bitcoin or other cryptocurrencies: 2017 has been the year of the cryptocurrencies 

explosion, all the newspaper wrote at least one article about it and the phenomenon is 

running very quickly among social medias. The cryptos are known by the 58,3% of the 

population. The same question just one year before would have reach a completely 

different result.  

• WeChat: the most used payment method in Asia is entering the Italian Market, but it still 

has a lot of work to do, the system is still unknown by the 87,4% of the respondents. 
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 These data are useful but they do not completely fulfill the need of understanding the 

diffusion of digital payments. Knowing something doesn’t mean using something. In fact 

when asked about the usage of these methods, the results are completely different for many 

of the solution presented.: 

• PayPal: as it the most known, it is also the most used, 80% of the responded affirm that 

they’ve used PayPal at least one time, and even the 47,2 said to use PayPal a lot; 

• Apple Pay: marketing is not enough, only the 7,4% percent of the people used at least one 

time apple pay, with the remaining 99,6% that never had the occasion to use it neither 

online or mobile;  

• Android Pay: A slightly higher result for the usage of Android Pay, the 9,3% of the 

sample used it at least one time. 

• Amazon Pay: the eCommerce giants proof again to be able to engage its customer from 

many point of view. Amazon pay has been used by the 20% of the sample at least one 

time; 

• Sofort: Here the use is still rare, only the 4,6% of the sample used Sofort at least one 

time, probably for the low inclination of people to pay online trough bank transfer; 

• MyBank: Sofort competitor is not performing better with one other low result, only the 

5,5% affirm that has used this method at least one time. 

• Satispay: 9,2% of the sample used it at least one time, looking at the result alone it seems 

like a bad result, but comparing it with giants like Apple and Goole the result is definitely 

not bad at all; 

• SisalPay: Used few times (7,4%) especially in the situation presented above: utilities or 

taxes payments. 

• Bitcoin or other cryptocurrencies: Everybody knows them, nobody still use them. Only 

the 2,7% of the sample made at least one crypto transaction.  
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• WeChat: It proves the fact that this system is entering the Italian market in a very slow 

way, nobly of the respondent ever use this solution. It needs to be pointed out that just 

few days after the closing of the questionnaire, WeChat pay announce the arrival of the 

system for the Italian Merchants thanks to a partnership with DocomoDigital.  

 Filtering both results making a distinction between “under 35” and “over 35”, about 

many solutions no relevant differences has been found except for a slight increase of 

percentage for all the methods in favor of young people. At the contrary a considerable 

difference can be seen in the case of Satispay and Cryptocurrencies, where both the 

solution duplicate the previous result, 19,7% for the P2P platform, 7,4% for the blockchain 

based transaction solution. 

 After considering what people know and what people use, the next question aim to 

understand  what people want. The emerging technology presented above are most of the 

time achieving an high level of interest, going into details:  

• Payment in store through the smartphone 

1. 39,5% Very interested 

2. 28,4% Little interested  

3. 23,5% Extremely interested 

4. 6,2% Not interested at all 

5. 2,5%  I don’t know it 

• Payment trough wearable technologies (smartwatches, glasses etc…)  

1. 39,5% Little interested 

2. 19,8% Very interested 

3. 18,5% Not interested at all 

4. 12,3% I do not know it 
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5. 9,9% Extremely interested 

• P2P payment between family and friends  

1. 35,8% Very interested  

2. 27,2% Little interested 

3. 25,9% Extremely interested 

4. 6,2% Not interested at all 

5. 4,9% I don’t know it 

• Bitcoin or other cryptocurrencies 

1. 35% Little interested 

2. 22,5% Not interested at all 

3. 21,3% Extremely interested 

4. 12,5% Very Interested 

5. 8,8% I do not know it 

• Instant bank transfer  

1. 35,8% Very interested 

2. 32,1% Extremely interested 

3. 19,8% Little interested 

4. 7,4% I don’t know it 

5. 4,9% Not interested at all 

Pagina �85



• Contactless payment 

1. 30,9% Little interested  

2. 29,6% Very interested  

3. 25,9% Extremely interested  

4. 9,9% I don’t know it 

5. 3,7% Not interested at all 

• Pay after delivery (credit solution) 

1. 39,5% Extremely interested 

2. 32,1% Very Interested 

3. 19,8% Little interested 

4. 4,9% Not interested at all 

5. 3,7% I don’t know it  
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Summarizing the results, most of the technology trends proof to be a subject of interest for 

more than the 50% of the sample, with two leading trends: instant bank transfer (67,9% 

positive feedback), and the pay after delivery (71,6%). A bad result was achieved by 

wearable technologies ( 70,1% negative feedback ), which confirmed the difficulties 

they’re having on becoming a commodity worldwide, and the cryptocurrencies (66,3% 

negative feedback), that proof the fact that at the moment it is just a media and social topic 

because of it’s evaluation results. 

Analysis of the results 

This paragraph will try to list the main output of the questionnaire, so it will be possible to 

compare them with the findings of the previous chapter an finally see if technologies and 

legal frameworks are running in the same direction of the customer willingness and 

attitudes. The key finding of the questionnaire are:  

• Cash is still leading the field: cash payment are the preferred payment method for many 

daily activities of the consumers, such as small amount purchase and payments between 

friends and family. Low amount of transaction still push the people to pay with cash, the 

reason may be found on the fact that this is still considered the fastest payment method 

available, and a fast payment is often a driver of the customer. One other reason is that 

merchants are still accepting only cash payments for low amount transactions, not 

allowing people to pay digitally. 

• Non-cash payment are diffused only where they’re almost mandatory: the results proof 

that there’re only two situations where digital payment clearly overcome the cash 

payment. These two situations are online purchases, where cash payments are very 

uncommonly accepted, and when the in-store purchase is so high that a cash payment 

would mean walking around with lot of cash on the wallet making the situation vey risky.  

• Digitalization on payments is not age-driven: the common thought that cash is a thing for 

older people is denied buy the result. The use of cash is most common on under 35 years 
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old people than others. Part of the reason may be that young people do not have a bank 

account or a credit card, but this do not satisfy a 30% of gap with over 35 years old 

people.   Other reasons should be investigated in a more detailed questionnaire, analysis 

the diffusion of non cash transaction just distinguishing credit cards and smart payments.  

• Digital tools are not perceived as secure as cash: no matter the age, cash is the payment 

method with the highest security perception, while new technologies such as NFC credit 

cards or general mobile payments are not able to be perceived as secure for the majority 

of the people. 

• Insecurity is about perception, not experience: the perceived insecurity is not driven by 

the number of frauds received, in fact no statical relevant distinction has Benn found 

between the number of fraud on cash and non-cash transaction.  

• New technologies are know, but not used: as the results clearly shows, if PayPal is taken 

off from the analysis, all the other payment method have a relevant level of brand 

awareness but a incredibly low level of usage. The awareness is surely given by the fact 

that most of them are just technology spin-offs of huge brands such as Apple, Amazon or 

Google, but the usage is not at the same level of the products of the same companies.  

• New technologies are not used, but they’re wanted: the fact the results show a very low 

level of usage, doesn’t mean that people do not want to use them. The willingness of 

using new technologies has ben shown by the last question of the survey. A thing that 

need to be underlying, is that the two most liked trends are still not present in the Italian 

market. Instant bank transfer is a technology that, according to data, is going to be vey 

appreciated by customers who probably perceive this as a very important improvement 

considering the slow bank transfer technology which is at the same time very ineffective 

but still very diffused. Pay after delivery will soon come to Italy thanks to technology like 

Klarna, which are testing the service on trusted country with some incredible results. 

Pagina �90



CONCLUSIONS 

Are technology innovations and legal frameworks following customer willingness? This 

conclusion chapter will match all the previous findings in order to answer the research 

question.  

 A first overview at the payment market has been made, with a first analysis of the fintech 

phenomenon and some key trends about the future of digital payments. As seen, Italy is not 

leading the digitalization process that will lead to a non cash-society. The trend has also 

been confirmed by the survey made to the Italian users. The second chapter about the 

technology innovations that are entering the market gave as output the following key 

drivers: 

• Digitalization is device-driven 

• Fast is better 

• Boost financial inclusion 

• Pushing for small amounts 

• High security standards 

 On the other hand, introducing the topic of legal frameworks and analyzing the two 

payment related European directives (Psd and Psd2), a list of main drivers has been listed 

as well: 

• Pushing banks to adeguate the technical standards 

• Pushing fintechs to strong regulation 

• Strong customer authentication will foster cooperation instead of competition:  

• The banks are late 

 Lastly, the customer perspective gave a brief look at some interesting relation 

between users and digital payment, in particular on the study if key choice drivers and 

digital diffusion, the main findings are:  

• Cash is still leading the field 
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• Non-cash payment are diffused only where they’re almost mandatory 

• Digitalization on payments is not age-driven 

• Digital tools are not perceived as secure as cash 

• Insecurity is about perception, not experience 

• New technologies are know, but not used 

• New technologies are not used, but they’re wanted 

 It’s easily understandable that there are many common aspects on all the three analysis 

that have been made. Sometimes these recurring topics are align to each other, but some 

other times they seems to run on parallel directions. These is due to the fact that it is not 

easy to find a balance between technology, legal frameworks and customer willingness, and 

digital payments are not excluded. It is possible to finally match the results, and four areas 

of analysis should be presented: 

• Cashless society must be pushed 

• Digital payments are at the early stages 

• Payments innovation is cultural driven 

• Security is a commodity 

• A smooth strong customer authentication will drive to a cashless society 

The goal of a cashless society must be pushed  

What the overview stated is that the usage of cash is decreasing worldwide, but this 

digitalization trend is not as fast as the other revolutions (such as smartphones or social 

media). Regarding the Italian Market, the trend is slow as well, and the reason may be 
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found on the other outcomes of the previous chapters As seen, cash is still leading the field 

of payments. The trends is still very common on small amount payments, especially on 

physical store purchases. 

 To fight the trends, technologies are trying to build innovative solution that will 

allow customer to have fast purchases in store. The problem they’re having is that they are 

not able to be perceived as secure as cash. For example, the survey stated that only half of 

the respondent think that mobile payments are a very secure payment method, even if they 

never suffer a fraud using these solutions.  

 From a legal perspective, even if the push is coming from the regulation of 

Interchange fees, there’s no a sufficient push in order to allow this revolutionary technology 

to spread. Psd2 is giving the technological control to banks, that looks like a controversial 

mean of innovation, that always come from young and dynamics companies.  

 Giving a look at the last question of the questionnaire, the willingness of the 

customer is to use digital payments in the future, with the pre-requisite of security and 

perception of velocity, and from this point of view, the technology development is going on 

the right direction, the legal developments are only partially helping the rising of digital 

payments. 

Payments innovation is cultural driven 

The questionnaire highlighted a very important element, digitalization is not age-driven, 

digitalization is not even driven by the level of study. Payments innovation differs from any 

other kind of innovation (social medias, virtual reality) for the fact of not being perceived 

as “cool” as the others. So the change must be cultural, the run to a non-cash society pass 

trough a change of habits of both young and older people and, as said before, from an 

higher merchant acceptance. The lack of technology player is to miss two focus: 
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• The “not-millennial” target: new technologies like Satispay are focusing to much on 

being perceived “cool” instead of being perceived as “cool and secure”, this slow down 

the process of become a cultural revolution. 

• The merchant target: new technologies are focusing on customer brand awareness, but 

most of the time this can not be transformed into a real transaction. A B2c brand 

awareness get lost if users do not have an environment in in order to use this new 

solution. 

Digital payments are at their early stages 

Taking off from the discussion cash transaction, let’s analyze now how the other category 

of non-cash transaction are performing. In Italy, the only two relevant solution apart from 

cash are credit cards for in store purchases and PayPal for online purchases. It will probably 

be a question of time, but some common problem has been found: 

• Lack of acceptance. The PayPal case shows that when a well working payment method is 

accepted by the merchant, people are incline to use it. All the other payment method 

presented in the survey had a good brand awareness among final users but there’s a low 

level of acceptance among merchants of any kind. Here technology is doing the job, 

many of the players have a very competitive price, or even free commission for under ten 

euro payments, but they still struggle to be perceived as an added value by merchants. 

From a legal point of view, the development of API will lead to an higher perceived 

security for digital payments, due to the fact that banks will be in the front of these kind 

of operations. Moreover the interchange fee regulation will allow more competitive price 

for merchants, which often do not accept credit cards for their higher fees.  

• Aggregator needed: Too many payments methods are entering the market. On the survey 

just a few of the methods were presented but there’s a long tail of other solutions that will 

need to be taken in consideration (such as Klarna, Samsung Pay, AliPay, Circle etc…). 

With this in mind, both customer and merchants have difficulties on choosing which 

payment methods accept on the shop or which payment method use or simply which 

mobile application to download in the smartphone. Technology here is going on the 
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opposite direction. The transaction fee model is pushing every company to develop its 

own payments system, so they can earn a small fee for every payments and of course an 

aggregator would cut these fees. The competitiveness principle of the Psd2 will led to the 

birth of new player, who will make even more confusion among merchants and users, but 

after a certain period of time, now that the market is regulated, the best technologies will 

emerge, and hopefully customer and merchant willingness of an effective aggregator will 

be satisfied. 

Data Security is a commodity 

Giving a look at the result of the section about data security in the questionnaire, users 

clearly consider security as a key element that a payment system should have. What is 

interesting, is that while asking for which are the main driver when choosing for a payment 

methods, data security is not a priority.  This means that people give the data security for 

granted, as something that must be behind a payment system but that is not perceived when 

actually using any of the payment method.  

 Technology providers are working in order to make this granted elements as much 

present as possibile, with revolutionary technology that goes beyond an improvement in the 

user experience. Innovation like screen scraping or biometric recognition are helping 

customer to pay on a safe environment, and in the next years some even safer solutions will 

be generated.  

 Regulators are also doing their job in order to guarantee that all the players respect a 

certain level of standard security. Both payment service directives aim to regulate new 

solutions that otherwise would be free to operate without clear control. There’s a topic that 

is not following customer willingness, and it is the one about the choice of regulators of 

make the banks lead the technology financial innovation. Customer do not feel a relevant 

difference of security when paying with a standard bank transfer or with SOFORT, this 

means that, granted the security, the best user experience for the customer is not going to be 

delivered.  
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A smooth strong customer authentication will drive to a cashless society 

Customers want security for granted and a fast user experience. This is not only the 

willingness of users proved by the questionnaire, but is also the requirements that may 

allow the growing of non-cash transaction against the still too strong cash transactions 

volume in Italy.  

 A two step verification is a customer need that can be found on the questionnaire in 

the security section, it is not a casualty that the two results with the lower level of security 

perceived are mobile payments and card contactless payments, where the two step 

verification is less evident than a PIN of a credit card or a password of PayPal. This mean 

that security perception is not a driver, but it also do not need to be underestimated, and 

what regulators here are doing, is guaranteeing a two step verification for any kind of 

payment.  

 It may seems like a counter sense but a two step verification digital payment may 

have an higher level of adoption than a sigle step verification process. The best solution 

will be guarantee a two step verification with the help of new technologies such as 

biometrics (fingerprint or face recognition or any new strong technology that will emerge) 

 So, are technology and legal frameworks following customer willingness? Partially, 

legal frameworks should more an more let technologic player do the the back-end IT 

works, while innovators should start collaborating more with relevant financial players on a 

controlled environment, guaranteeing safe , even if not perceived, transaction. 
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