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Case study PayPal

Plug and payOnline financ ial transaction service PayPal has
grown from b eing a smart way to pay on eBay toa thrivin g glob al
brand, but organised crime is s till a threat to consumer trust. Jo
Roberts reportsMany people knowthe joy of sitting athome, bidding
on theeBay auction site forother people's un-wanted goods. It
hasbecome an addictivepastime for someconsumers and abusiness
opportun-ity for others.

The excitementof finding out thatyou have placed thewinning hid
for acoveted item appealsto both young andold. Individuals canpurge
their lofts and make a tidy sum,while small businesses can get
expostirewithout taking on the risk s of a high-street storefront.
For those people bid-ding and selling, an online paymentsystem has
become synonymous with theeBay experience: PayPal.Happy
partnershipPayPal's growth to date can be largelyattributed to its
relationship witheBay But the company is setting its sightsbeyond
the auction site and hoping thesuccess of that relationship can
bereplicated with other online brandsand retailers.Companies such
as Harrods depart-ment store. Boots the chemist and airlineMonarch
all have online transactional sites and have partnered with PayPal2
to feature the payment method on theirI websites. Building these
relationship s

J is vital for the brand to ma intain itsa rapid growth.

have the streng th and depth of a tradi-tional financial
services brand despiteits relatively young age. It
reportedlyprocessed $14bn (7bn) of payments inits last
quarter.Founded in 1998, it was "a pain in thebackside" for eBay,
according to MarkHodson, marketing director for PayPalin the UK,
until the auction site stoppedfighting the brand and acquired it in
2002.It quickly replaced eB ay's own propri-etary payment system,
Billpoint.Hodson says the relationship betweenthe online hrands is
now sym biotic. Heexplains: "There's an element of beingassociated
with eBay that helps butthere's also an element that people
likedPayPal itself - tha t's why eBay boughtus in the first
place."The growth that the PayPal brand hasenjoyed so far has been
organic. But topush the business forward and growthebrand,
transactional sites have beentargeted and a re being used as
market-ing tools.

ping area where allthe firms that havesigned up to PayPalare
listed. Selectedretail brands arehighlighted, such asTed Baker,
becauseconsimiers who optto pay on the fash-ion website usingthe
PayPal systemget free postage. Onsome other shop-ping sites,
custom-ers can even claimcashback.Hodson explainsthe rationale of
pro-moting retailers on its own site: "Whatwe're trying to do is
tell people wherethey can use PayPal, so effectively it isour shop
window. But we also rea lisedthat a lot of these retailers know we
havea large [customer] base, so they wan t tomake offers to them as
well."

Wider choiceMonarch was the first a irline in Europeto sign a
partnership w ith PayPal, intro-ducing the payment option in
October2007. Since then, it says it has seen thepositive effects of
teaming up with thebrand. "It opens us up to new customersand
offers more payment methods on ourwebsite," says Ian Chambers,
ecommercemanager at the brand 's online service,y Monarch.com.

"It's a policy at Monarch to match upwith market leaders and
pick the best.PayPal is a trusted brand, which lendsus
credihility," Cham bers adds.The association with eBay has
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"There's an element of being associated w ith eBaythat helps but
there's also an element that peopleliked PayPal itself - that's why
eBay bought us inthe first place."

Marl( Hodson marketing director, PayPal UKPrivacy to Fight
Idsnttty Thft

Shop with out exposingr - - - 1 - o- * i . your financial
informationHOOtE WHO TO MCI DE H OW TO PAYMENT SENTPA T PA T 1

PayPal website: emphasises its ease of use for bu ying goods and
sending m oney, security of transactions and tools for eBay
vendorsholds. Hudson reveals that when thebrand was establishing
itself, retailerswere not so keen to do business w ith anon-bank
payment service provider.However, he feels that PayPal has
provedthat a reputation in the finance sectorcan be built without
being linked to atraditional banking institution.

"There's an aspect to PayPal of beinga challenger brand. We're
changing theway that people see financial institu-tions." he
claims, going so far as to addthat it can be beneficial not to be
associ-ated with a bank because customers

associate them with unfair overdraftcharges and bad customer
service.PayPal's strengths lie ii its consumer-friendly service and
functionality, saysMatt Pallatt. technology d irector at dig-ital
marketing agency Twentysix: "It isvery simple in terms of consumer
us-ability. It's a fantastic enabling brand ."Rob Oubridge,
managing director ofAqueduct, an Integrated agency spe-cialising in
digital media, comments thatthe marque is very appealing for
inter-national consumers in its design: "It hasa logo
withfirst-classdesign standards .

If you have a look at many other paymentsystems, they often look
quite Americanand PayPal has managed to avoid tha t."As a consumer.
Oubridge ha s usedPayPal for a while, and says it's anarduo us
process to become a "verifiedmember' by the firm.He had to
transferlp to his bank account, photocopy a state-ment and send it
off to prove that theaccount was his."It's a pain and consum er
unfriendly- but when you're there and have beenthrough the process,
you have a differ-ent relationship with the brand - it

Key [earn ingsYoung brands need to stay ahead by being
innovative in

order to grow the business.Being transparent means your
customers will know where

they stand. Paying for items online can carry risks - insteadof
hiding this fact, keep your customers informed.

Be prepared for the reality tha t some people will dislikeyour
brand and wi ll be vocat about it . Look at what they're

PayPalsaying - perhaps they're telling you about a problem
thatneeds solving.

Brand extensions are a way of growing the brand andtargeting a
wider audience. Ensure that the extensionsdon't deviate from the
core values of the brand.
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Case study PayPal

"People tell me:M get a bunch of emails fromPayPal, saying that
my account's been taken over/None of those emails are coming from
PayPal butfrom fraudsters sitting somewhere else."

Dan Levy, head of European risl^ management, PayPalPayPal
statisticsRetai lers that have recently signedup to offering PayPal
as a p aymen toption include:iii

ii

i DatingDirec t EA Sports Chain Reaction Cycles* Flowers
Direct> Empire Direct1 Dabs1 Mapl in1 Vlagogo

Nielsen Online Statisticsunique audience (ooo!1. PayPal2 .
MoneySupermarl (e t .com3. Barclays4. Lloyds TSB5. Legal ft Gene
ral6. HSBC7. Halifax8 . NatWest9 . Mon ey Sav ing Expert10 .
Barctaycard

5.193,6603.0*42,9893.9532.6772,5882,1502,1211.695

Unique audience for o nlinepayment systems (000)1. PayPal2 .
WorldPay3. ProtxIt. Google Checifout5. BIBiT6. LocalBilling7. G
iroBank BiUpay8. NetBanx9. Securetradingio.secpay .com

5.1961,0664 2 63 0 1

17 81*31 5 01431 2 0

4 becomes your brand," he explains.Having such a stringent
systemmakes you feel secure with the brand,says Oubridge, and
without that trustelement there wouldn't be a PayPalbrand. He
argues: "You need that level oftrust online because the online
world isseen as a quasi dangerous environment."Damage from
scammersUnfortunately, this trust and credibilityis continually
challenged by the delugeof phishing em ails that have arrived
inpeople's inboxes across the world underthe guise of PayPal. While
most will readthese fake, often unsophisticated emailsand press
delete, a few will convincethemselves that they bid for an item
oneBay under the haze of a bottle of pinotgrigio and click onto a
fraudulent Pay-Pal site to put money into the hands
ofcriminals.

Dan Levy, head of European risk man-agement at PayPal, says
fraudsters pos-ing as the brand are a big challenge andhe is often
faced with diTicult questions ,even when he's not working. He says:
"I'llbe walking around at a social event on aSaturday night and
people come up to meand say: 'I get a bunch of em ails fromPayPal,
saying that my account's beentaken over.' None of those emails a
recoming from PayPal but from fraudsterssitting som ewhere else."
But the beliefthat PayPal could be sending these emailsis damaging
for the b rand.

Phishing emails have blighted the rep-utation of online shopping
in general -something tha t PayPal is very aware of.But the brand
claims it has worked hardto combat security issues and recent
fig-ures suggest that the work being done isachieving results. The
percentage of mes-sages pretending to be from eBay or Pay-Pal
dropped in September 2007from85%

firm that monitors spam and phishingemails. Other figures show
that acrossthe industry, online fraud is decreasing.In the UK. it
is down by 33%, accordingto the paym ents association
APACS.PayPal's Levy explains what the firmhas been doing, along
with others in the

sector, to reduce the occurrence of scamsand boost consumer
confidence: "Werealised tha t the best thing we could dowith
consumers is to actually preventthe phishing email from coming
intotheir inbox."The firm has worked with eBay andemail provider
Yahoo! to come up withan email-signing standard, so whenYahoo!
processes mail, it only allows

messages into inboxes if the email isauthe ntic. If there is no
company sig-nature, the message is immediatelydeleted and never
reaches the intendedconsum er's inbox.Another example of working
with theindustry is the way in which web brows-ers such as
Microsoft and Mozilla's Fire-fox now have a system in place tha t
flagsup websites that look like phishing sites.So even if customers
do click on a fakePayPal link, a warning willflashup. Levysays
PayPal wants to be the lead er in

internet security and argues thatworking with others in the
industry onsecurity issues can only build trust inconsumers'
eyes.Twentysix's Pallatt says that toremain in a dominant position,
the brandneeds to continue to drive its propositionforward: "In the
online industry, there'salways the desire to innovate. The
biggestthreat to PayPal is PayPal." He says thebrand will also have
to continue to beconsumer-friendly and approachable toretain its
appeal. But Paltatt adm its heis amazed at the ievel of penetration
ithas already achieved.
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about PayPal - and she can barely tur non the computer."Hodson
claims that the core of thePayPal brand rests on innovation.
Heremaries: "Our ethos is: 'How can we meetthe needs of people?'
"

While conceding that this is a cheesyline, he adds that many
companies aresolely about driving revenue, but PayPallikes to see
itself as more than that . Itconsiders issues such as how
consumerswant to use the internet and pay foritems, and how to make
their experiencesafer and more interesting.But PayPal isn't without
its critics.PayPal Sucks is. as the name suggests,an anti-PayPal
website, where negativenews and views are posted. Various 'hor-ror'
stories are shared and endless gripesare discussed on its forums.
Hodsonlaughs at the mention of the name andjokes: "Argh! My
favourite website!"This thorn in PayPal's side subjects aso-called
trusted name to a vast amountof brand bashing. But Hodson says
beinga m arket leader brings w ith it a recog-nisable identity that
is subject to critic-ism. Despite the damage this anti-PayPalsite
could wreak on its brand. Hodson

insists: "One thing we would never do istry to sh ut down PayPal
Sucks."Realistic view of risksHe believes that openness and
educatingcustomers to be streetwise online are thekeys to combating
negative attitudes."It's about letting people know thatseUing
online can be quite risky, in thesame way as selling in a shop can
be quiterisky. You have got to look out forshoplifters, for stock
going m issing outof the back door - it's the same as online,"says
Hodson."If we're upfront about those dangersthen people are much
less likely to gethurt." he adds.Security issues vary from country
tocountry and different security needs havet)een identified across
Europe. PayPal'sLevy says the approach to trust and secu-rity h as
to be tailored to suit differentcultures. "In Germany, people
regularlygive out their bank account details tocomplete strangers
so they can make pay-ments," he says. In the UK, this isn 't
socommonplace.

Levy adds that in Germany, people are

Get busy with these springtinne dealsEnjoy 10 % to 2 0 % savings
on top brandsW^

~riiiTTM rlitlr

Partnership deals:businesses currentlyrunning sp ecial
offerswith PayPal in the USinclude CompUSA.com,Northwest
Airlines,Midwest Airl ines,YitaCost.com andBabyUniverse.com

tication to make banking payments soPayPal has introduced a
security key thatgenerates a random six-digit code. Thisaims to
make Germans feel more secureahout using PayPal and the company
isstill assessing whether UK consumersrequ ire this type of
security key.Alex Burmaster, European internetanalyst at Nielsen
Online, says the Pay-Pal brand is consistently the most
trustedfinancial payment system on the inter-net and that
competitors have failed tohave much impact."It's a very stable
category. PayPal isconsistentlyfive imes as popular as thebusiness
in second place, which isWorld-pay," he comm ents,Burmaster isn't
surprised that GoogleCheckout, a payment system launchedlast year
by the ubiquitous search engine,hasn't made much of an impact.
Henotes: "eBay is the most engaging brandonline. The fact tha t
PayPal is an intrin-sic part of that website is the reason whyit's
so dominant. But there's little doubtthat Google is a brand that
can invest."The fact that Google hasn't dentedPayPal's success
comes as a surpri se toAqueduct's Ouhridge. He even
comparesPayPal's dominance with the searchengine's success: "The
brand has strucka chord with themoment, which is
quiteGoogle-like."PayPal's Hodson says that althoughan eye is kept
on the interne t giant, theadditional competition isn't as
worryingas he first thoug ht. "T here was a lotof awareness and
trepidation when

Google Checkout launched," he admits,adding: "I don't want to be
completelydismissive because it's a big company

With online competitors such asGoogle snapping at its heels,
PayPal isaiming to build its revenues by steppingoffline into the
physicai world with aPayPal credit card."People felt that they had
a strongaffinity with PayPal and wanted to useit when they did
their shopping at Tescoor when they paid for their petrol.
It'sabout making sure that people who wantto can use PayPal offline
as well," ex-plains Hodson.PayPal is looking at ways to utilise
its

service s for people-to-people trans ac-tions. "In the near
future, how can wehelp to make transaction s between peo-pie even
more effective? There's alwaysgoing to be somebody who owes
some-body money" While the thinking is there,the financial firm
hasn 't yet worked outhow it is going to achieve this goal.Keeping
upHodson suggests that as technologicaladvances change the way the
internet isused, PayPal will have to be even m oreinnovative to
keep ahead and retain itsdominant position.He says: "The advance of
the abilitiesof mobile and the speed at which peoplecan surf the
net is going to have a bigimpact on how users are going to usetheir
mobile phones."The ahility to add further elements,propositions and
retail partnerships willremain imperative to the brand's con-tinued
success. To take the brand for-ward. PayPal needs to make sure
thatconsumers keep buying into its propo-sition so it can cash in
on its reputationas the dominant consumer payment sys-
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