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Overview and Trends  
Digital payments is one sector which has seen record growth in 2020, in contrast to the 

gloom cast by the Covid-19 pandemic and lockdown across the economy. The pandemic 

has also forced traditional banks to depend more heavily on their digital channels to reach 

out to and facilitate customer transactions. Most banks have reported a significant 

increase in usage of their mobile and digital banking channels. 

 

While digital payments have grown as a share of overall payments over the past few years, 

they have become essential as merchants and consumers respond to the crisis. According 

to Visa, 77 percent of all in-store payments in Europe made in 2020 were contactless, an 

increase of more than 20 percent from the year before. With 41.5% of the global 

population using smartphones in 2020 (Statista), contactless and mobile money payments 

are expected to increase.  

We observe that B2B trade has lagged in digitisation compared to B2C transactions. 

According to GoCardless and Billtrust, 52% of B2B payments in the UK and 51% of US 

payments rely on non-digital bank transfers. This means collection of payment is not 

automated and relies on payer initiation. SMEs will soon compete in a much more 

digitised playing field, as Gen Z reaches prime spending age and demands mainly digital 

payments. Billtrust’s own surveys reveal that 79% of Gen Z respondents use P2P; 70% use 
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some form of digital payment for B2C; and 51% do not plan to apply for a credit card at 

all. This reveals the extent to which B2B digitisation is downstream from B2C digitisation, 

and the gap businesses will need to fill to meet this market demand. COVID-19 has only 

accelerated this trend. 

B2C transactions remain the leaders in digitisation, with more direct customer influence. A 

Pew Research survey revealed that “74 percent of respondents who used mobile 

payments were members of Generation X or younger (born after 1964) while 62 percent 

of traditional payers were Baby Boomers or older (born from 1946 to 1964).” With a 

greater willingness amongst younger generations to share data for payment purposes, 

doing so securely to provide a seamless payment experience is key. 

One cannot divorce these trends from COVID-19, which has promoted reduced cash use 

at breakneck pace. Digital payments are safer at the point of sale, and reduced face-to-

face interaction combined with social distancing has forced a shift to largely online 

commerce. Digitally-ready businesses were always well-placed to succeed in this 

environment, and other businesses particularly SMEs have been forced to shift to the 

same. Even as the pandemic subsides, the convenience this provides is particularly valued 

by Gen Z, today's prime spenders. Given all this, digital payments are bound to grow in 

near future.  

An Explainer 

Digital transactions can be conducted between businesses alone (B2B); between 

businesses and consumers (B2C); or as peer-to-peer payments (P2P) between individuals. 

They tend to take one of two forms: mobile point-of-sale (POS) payments (e.g. purchases 

using digital wallet such as AliPay), and digital commerce (e.g. online retail purchases 

using payment processing APIs like Stripe). In a rapidly changing industry, the potential to 

diversify beyond this is ever present. 
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The competitive rivalry in the market studied is moderate, as a good number of players 

prevail. Despite the existence of several players in the market, companies can gain a 

sustainable competitive edge over their rivals by constantly innovating their products and 

opening a space for product differentiation. Moreover, Cambridge Centre for Alternative 

Finance (CCAF) in their survey on fintech firms noted that 60% of surveyed firms have 

either launched new products or revamped existing ones just to stay ahead. The 

broadening of payments processing products to include other, linked services (e.g. fraud 

detection, business loans, invoicing) has been principally responsible for the 

competitiveness of this space. Those providing the payment networks alone remain 

entrenched in their core service, yet must compete on other fronts. 
 

Industry players include traditional card companies (e.g. Visa, Mastercard); retail or 

consumer tech conglomerates (Google Pay, AliPay, Amazon Pay); and standalone 

payments platforms/APIs (PayPal, Stripe, Square, Bolt). All follow a fundamentally similar 

business model. Mobile wallet providers receive a commission from custodian banks for 

every purchase (e.g. 0.15% per transaction for Apple Pay), whilst providing a seamless 
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front-end experience for the customer. Payment gateway APIs such as Stripe and PayPal 

are aimed at developers working for client businesses, seeking to link businesses and 

their customers to a chosen payment network. It is the likes of Visa and Mastercard which 

provide this secure network - again, for a fee levied on client businesses. 

Privacy and security has fallen traditionally to payment networks (e.g. Visa). However data-

rich companies like Stripe now integrate fraud detection as a branch of their main 

payment processing API, using machine-learning techniques. In response, entrenched 

players like Visa look to employ distributed ledgers through blockchain technology (think 

Bitcoin) as a shared database to record transactions, without copying data in multiple 

locations as is currently the case. Consider also that central banks have considered issuing 

digital currencies for digital wallets, backed by similar distributed-ledger technology. This 

reduces the capacity for fraud in the near term, whilst capitalising on the mainstreaming of 

blockchain technology within our payments systems. 

Strategies 

New opportunities bring its own challenges as the pandemic prevails and a new 

payments landscape emerges. Here are some broad and recurring themes firms 

operating in this sphere can base their strategies around: 

-Reliability: Focus on improving communications infrastructure, enhancing user 

awareness, track and use technical declines. As the user base expands, a robust 

interface is needed.  
-Grievance Redressal:  Educate users about how to make and escalate complaints. 

Make grievance redressal mechanisms more accessible. At the same time, work on 

improving the quality of these mechanisms.  
-Security: Institutional reforms, incentivise reporting and disclosures. Introducing 

enhanced fraud or security measures as a response to business conditions under the 

pandemic.   
-Moreover, Seamless experiences are deemed to be essential for survival. 
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As for the policymakers, they need to work on two main fronts: 

- improving and expanding the financial and technological infrastructure of the 

country, and 

- implementing legal and regulatory frameworks that support the delivery of digital 

financial services, along with the tools to monitor and supervise activities as 

appropriate. 

A comparison of traditional payment networks with startups focused on payments 

processing reflects different product objectives. However, taking Visa and Stripe as cases 

in point, successful strategy is remarkably common. 

Visa, a large payments network provider, has prioritised diversifying points of sale for 

consumers by making better use of the existing device landscape. With smartphones, 

feature phones, tablets and touchscreens at physical retail outlets becoming a fixture of 

modern commerce, Visa has remained laser-focused on its main product (the network) 

whilst expanding its device use cases.  

As peer-to-peer payments, such as Venmo, feature more widely in the payments 

landscape, Visa has extended its strategy to software use cases. As such, it is looking to 

integrate peer-to-peer payments with messaging platforms, where discussions over these 

payments often occur. Personalising the front-end user experience is a role messaging 

platforms already fulfill, for which the security and power of Visa’s vast payments network 

is a brilliant complement. On the product side, blockchain technology has become central 

to Visa’s efforts to record transactions securely. With the likely issuance of digital 

currencies by central banks (based on distributed-ledger technology) in the near future, 

this is crucial. 

Large players like Visa continue to prioritise their main product and seek complementary 

use cases and products with which to partner, rather than diversifying their products in-

house as a way of ‘hedging their bets’. This tends to reflect lack of focus and one can lose 

sight of the core proposition. Hence, despite the differences in both size and aim with 

Visa, Stripe reflects similar strategic choices. 

  
As a payments processing startup, Stripe’s core product is a set of APIs (application 

programming interfaces) for connecting buyers and sellers to the payments network 
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online or through apps. This takes the form of packages of code which developers at 

client businesses can integrate into online checkout pages, for example. 

Key to Stripe’s success has been establishing who its ‘real’ customers are. In theory, the 

potential client company (i.e. its executives) would choose whether or not to use Stripe 

based on cost-saving benefits and streamlining of payments. (This is common amongst 

established players.) However, it is developers within the company who actually use the 

product to serve company objectives. It is developers’ lives which are made easier. Hence, 

Stripe has positioned its product as a cost- and time-saver for developers, rather than 

targeting the executives above them. Online developer communities are strong, and 

word-of-mouth recommendations are powerful. Stripe thus exploits existing developer 

dynamics as a marketing strategy, whilst serving the ‘real’ users. 

Executives have not been neglected; Stripe has distinguished itself for them with clarity 

and simplicity over payments and pricing. This has not been a strength for the industry at 

large. Moreover, à la Visa, the payments processing API has remained the centrepiece of 

Stripe’s offering. Although Stripe offers a more diverse array of services in-house, such as 

fraud protection, invoicing, digital card issuance and business loans, these are branches of 

the same Stripe product rather than distracting standalone ventures. The multiple entry 

points Stripe provides for client businesses with differing priorities creates a virtuous cycle 

around the payments processing API itself, where the core product is improved and 

additional services see better integration. 
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ReShape Co.’s Outlook 
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Needless to say, the outlook for the digital payments sector remains bright in 2021 with 

expectation of further adoption of digital payments and use of digital banking services by 

consumers. Many financial experts and bankers believe that branch banking will continue but 

they expect more digital engagement with customers. Companies looking to grow should not 

shy away from adopting new, emerging technologies, even if the established players have to 

dismantle their legacy operations, or new fin-tech start-ups who are aiming to disrupt the status 

quo.  

A resilient digital financial system requires both a wider digital ecosystem and expansive account 

ownership as the contactless payment is reckoned as the new normal protocol.  
There are many roadblocks to digital financial services adoption. Among the most important is 

trust – trust that money in the account is safe, that people are being offered appropriate products, 

and that agents aren't adding on extra fees.  he digital payments market is expected to grow at 

13.5% (CAGR) over the forecast period 2020 to 2025. The demand for cashless payments, over 

cash, is being driven by greater convenience, favorable government policies, and evolving 

consumer behavior. Covid-19 and all its repercussions present a tremendous opportunity for the 

FinTech sector as well. 

Moreover, the increased smartphone penetration and cheaper internet have helped digital wallet 

companies to a great extent and they have started clutching a place in the customers’ lifestyle. 

This has been evident in Asia-Pacific markets during the past couple of years. While the trends 

are interesting to anyone engaged in financial services, policymakers and regulators should find 

the study particularly beneficial as they look to enable access to services that help businesses 

and consumers in an economy that is in the midst of a profound digital transformation. 
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More Insights 

COVID-19 shows the value of trust in digital financial services | World Economic Forum 

(weforum.org) 

Global market size of digital payments industry soares (consultancy.uk) 

Digital Payments Market | Growth, Trends, and Forecasts (2020 - 2025) 

(mordorintelligence.com) 

Seamless payment experiences essential in months ahead - bobsguide.com 

https://www.visa.co.uk/about-visa/newsroom/press-releases.3044294.html  

How is Fintech Developing During COVID? The Global COVID-19 Fintech Market Rapid 

Assessment Study Answers Your Questions (crowdfundinsider.com) 
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