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Introduction

Effective and efficient as well as safe and resilient, electronic payment systems are undisputedly one of the
critical backbones of modern market economies all around the globe.

This paper investigates the increasing importance of electronic retail payments for the euro area economy,
including Austria. Looking back 20 years, we address payments-related developments and regulatory
aspects and summarize recent studies and empirical data on selected economies that underline the
growing importance of electronic retail payments systems for competitiveness and economic
growth. Specifically, we analyze changes in payment behavior over time, most recently under pandemic
conditions. Furthermore, we discuss the role of European players in the electronic retail payment value
chain and outline success factors for electronic payment systems. Against this backdrop, we provide an
outlook on the potential developments of electronic retail payments in the euro area, 15-20 years ahead.
We present the most likely baseline scenario and an alternative scenario, and discuss related policy
implications and possible solutions, such as the introduction of a digital euro. An annex offers a
comprehensive overview of key characteristics of retail payments processes and systems.
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Key questions

1.
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How have innovations and regulations impacted retail payment systems in Europe within the past 20
years? (Section 1.)

What is the role of retail payments for the EU economies? (Section 2.)

How has COVID-19 impacted customer and payment behavior in Europe and Austria? (Section 3.)
What is the role of European players in the retail payment chain? (Section 4.)

What are the likely scenarios for Europe’s future retail payments architecture? (Section 5.)
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How have innovations and regulations impacted retail payments? (1) ONB

Figure 1

Beginnings of the internet (1980-1989)
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Source: Authors’ compilation (photos from OeNB and ZDNet).
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Figure 2
Payments in the context of Web 1.0 (1990-1999)
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Source: Authors’ compilation (photos from LogosMarken, Newsfeed, OeNB, Tagesspiegel, Wikimedia and Wikipedia).
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Figure 3
Payments in the context of Web 2.0 (2000-2008)
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Source: Authors’ compilation (photos from Content-Manager, GoogleWatchBlog, iStock, OeNB, Omnisecure, Wikimedia and Wikipedia).

Figure 4
Payments in the context of Web 3.0 (2009-2016)
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Source: Authors’ compilation (photos from Deutsche Bundesbank, Ocdn, OeNB and Wikimedia).
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How have innovations and regulations impacted retail payments? (2)

Figure 5
Payments in the context of Web 4.0 (since 2017)
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Source: Authors’ compilation (photos from Indellient, OeNB and Pel).
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What is the role of retail payments for the EU economies?

Retail payments (i) make trade easier, (ii) increase competition and innovation, (iii) foster financial
integration and inclusion and (iv) complete the single currency project.

Observation supports the argument of a higher economic resilience due to lower execution risks of
payment processes.

We have not observed substantial and durable statistical relationship between electronic payments and
GDP development. Nevertheless, the qualitative and intuitively convincing arguments of higher
efficiency, increased velocity of money, lower transaction cost and higher convenience, i.e. higher
productivity and higher consumer satisfaction, should not simply be discarded.

Financial inclusion might be forstered, but the instruments used, e.g. mobile devices, are not the only
factor that counts for financial inclusion.

In the future retail payments systems might turn out to be catalysator for innovation in financial
services; they may become the “new frontier” to enable new services, to rise of productivity and
efficiency, and to secure the customer relationship.
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Perception of different payment instruments as optimal means of payment
in Austria (2021)
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Source: OeNB payments survey 2021.
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Chart 4

Share of people in Austria using the internet for consumption (2002-2021)
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Source: OeNB payments surveys 2002 to 2021.
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Means of payments used for online purchases in Austria (2019-2021)

Percentage of respondents, year-on-year comparison
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Source: OeNB payments surveys 2019—-2021.
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Figure 10

Value chain for electronic retail payments

Overview of process steps in the payment value chain'

Credit transfers, direct debits, card payments
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Source: OeMNB, zeb,

" Note: Terms reflect a neutral description of the process elements, they are to be understood in a nontechnical and nonlegal way.
* Payment delivery is part of the processing step as well and also takes place between step 6 (clearing/settlement) and step 7 (booking) — not repeated for clarity of presentation.

3 Visible to payer, front-to-back handover and specific scope depending on payment method.

real time up to several days

account of the
recipient — this
represents the end of
the payment life
cycle

payee via account
staterments following
the crediting of the
payee's account

* This step is not part of the payment process itself but is nevertheless part of @ payment transaction. Confirmation to the payer takes place at different steps of the value chain, depending
on the payment method.
* Defined as the steps happening between steps 2 and 7.
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Outlook & scenarios for future retail payments architecture in Europe

Figure 7
Current players in electronic retail payments in Europe
Eight archetypes' involved in single and multiple payment value chains
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What‘s ahead?

(A) baseline scenario -
stable state at a volume of
65% to 70% of retail
electronic payments; big tech
and fintech leading the

Apple Pay, Google Pay; ZOIN

payments PSA, Payone,
Worldline, card complete

the payer’s bank
account and handle

the payee bank

are not part of RBI, Erste Bank,

=~
@ Payment enablers

operate both on payer and payee side, offer an interface to various payment
instruments and facilitate delivery of tx paysafe, Klarna, Amazon Pay

RBI, Erste Bank

card clearing)

the payment the same Raiffeisen, etc.
processing on the banking group
payer side (aside credit

@ Card schemes

are central networks that define the set of rules for card payments. Subsidiaries
administrate payment transactions Mastercard, Visa, American Express

Raiffeisen, etc. PSA, EBA2
T) Outsourcers

perform payment back-office processing for payer banks, payment providers,
intermediaries and payee banks Worldline, First Data, E2E

Source: OeNB, zeb.

! Note: Terms reflect a neutral description of the archetybes and are to be understood in a nontechnical and nonlegal way.

? EBA Clearing and national central banks.

* May also include magjority of independent sales organizations and payment facilitators since they offer their services mainly to merchants.
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market, with banks following
the development.

(B) alternative scenario -
decentralized solutions like
crypto assets gain
momentum, fragmentation
increases, trust in central
bank money and bank money
lose importance.
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