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Summary of Findings 
 PayPal Holdings Inc. (PYPL) will continue its growth among users 

and merchants, according to six of nine sources. 

 Consumers trust PayPal and its reliability and user-friendliness, 
and have come to use the service out of habit for online and 
mobile purchases. 

 Merchants are increasingly accepting PayPal because of its brand 
recognition and the greater likelihood of consumers making a 
purchase when PayPal is offered as a payment option. One PayPal 
partner said 50% of his merchants use the service, and expects 
10% growth in usage this year, the same as in 2015. 

 PayPal’s Braintree acquisition received widespread praise and is 
expected to bring more users and merchants under the company 
umbrella. It also gives PayPal more access to larger merchants. 

 Ecommerce continues to grow significantly, primarily benefitting 
PayPal. Still, PayPal has yet to make significant inroads with 
traditional offline merchants or brick-and-mortar shoppers. 

 Apple Inc.’s (AAPL) Apple Pay is a legitimate threat to PayPal 
because of the sheer number of consumers with iPhones. However, 
sources expect Apple Pay’s effect to be felt more in the long term 
as it still must prove itself. Also, PayPal has a 10-year head start. 

 Amazon.com Inc.’s (AMZN) Amazon Payments is much less of a 
competitor and has much further to go to prove itself in the space. 
It faces the significant hurdle of convincing merchants to become 
partners after undercutting them in the retail setting. 

 A more interesting and immediate threat to PayPal is the 
development of retailer payment solutions tied to loyalty cards, 
with which consumers can make purchases while amassing 
discounts and coupons. Also, sources frequently mentioned Stripe, 
an up-and-coming payment processing competitor. 

 In Blueshift Research’s March online survey of 1,020 U.S. 
consumers, nearly twice as many respondents reported using 
PayPal more often year to year as those who cited decreased use 
of the service. Still, nearly 40% said they do not use PayPal at all. 
PayPal was most commonly used for online payments with 
retailers, eBay payments, and peer-to-peer transactions or 
transfers. PayPal was not being used as a mobile wallet or mobile 
payment in brick-and-mortar retailers or in restaurants. 

Research Question: 

Will PayPal’s latest moves increase use among merchants and shoppers, and how will 
it be affected by recent developments with Apple Pay and Amazon Payments? 

Silo Summaries 
1) PayPal Partners 
All three sources said PayPal is the most popular 
payment solution for merchants because of its brand 
recognition, reliability and trustworthiness. Two 
reported substantial growth in online payments. Two 
sources praised PayPal’s responsiveness, while a third 
source said PayPal delivers inconsistent service. This 
source also criticized PayPal for offering less favorable 
revenue-sharing terms. PayPal’s Braintree acquisition is 
expected to be an important piece of the company’s 
expansion. Two sources lauded Stripe, while one said 
Amazon is not a good partner because of its turnover 
and poor responsiveness.  
 
2) Merchants 
Merchants are increasingly accepting PayPal, according 
to both sources. The source who offers PayPal said the 
opportunity for customers to pay with the service 
continues to expand as it is user-friendly and its fees 
are fair. The other source’s brick-and-mortar stores 
cannot offer PayPal because of POS system challenges, 
and the merchant said PayPal is not as accepted as 
believed, especially offline. The more immediate threat 
to PayPal comes from market saturation and retailers 
developing loyalty cards synched with payment 
solutions. Apple Pay is a competitor but a future one as 
it must first prove itself, which will take time and effort. 
 
3) Suppliers 
This source said user and merchant growth for PayPal 
will continue into the long term. PayPal is well 
positioned to compete in the mobile and ecommerce 
space, and its Braintree acquisition will present more 
opportunities in these areas. Apple Pay is a legitimate 
threat based on the sheer number of iPhone users, but 
merchants will be reluctant to use Amazon, which they 
view as more of a direct competitor for retail sales. 
 
4) Industry Specialists 
PayPal will continue its strong growth among shoppers 
and merchants alike. The Braintree acquisition is 
expected to boost user and merchant growth as well. All 
device payment options are saddled with high levels of 
fraud and are battling with the credit card companies 
over responsibility. All three sources said Apple Pay is 
the leading competitor to PayPal, but two said it is not 
an immediate threat. A more immediate concern for 
PayPal is the move by retailers to establish payment 
cards synched to loyalty cards.  

Report Type: ☐ Initial Coverage Previously Covered Full Report ☐ Update Report 

 

 

 

mailto:rj@blueshiftideas.com
https://www.paypal.com/us/webapps/mpp/pay-with-app
https://www.braintreepayments.com/payment-methods/accept-paypal
http://www.apple.com/apple-pay/
https://payments.amazon.com/
https://stripe.com/
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Background 
PayPal is off to a good start as a standalone company. It reported a strong fourth quarter and full year 2015, with revenue up 
17% and 15%, respectively. EPS was up 27% for the quarter and 19% for the year. PayPal gained share with total payment 
volume (TPV) growth of 29% and merchant services TPV growth of 36%. PayPal’s merchant and customer base continues to 
grow in record numbers. 6.6 million new accounts were added in the fourth quarter, bringing the total number of active 
accounts to 179 million at the end of 2015. Also, PayPal closed on the acquisition of Xoom Corp., just announced plans to 
expand it to Cuba, and has signed business deals with the likes of First Data Corp. (FDC) and Alibaba Group Holding Ltd. 
(BABA). Vodafone and America Movil have extended their digital wallets to include PayPal payments. 
 
However, Apple reportedly is set to make Apple Pay available on mobile websites in time for the holidays. A Re/code report 
stated that Apple Pay will be available on mobile websites before the end of 2016 whereby shoppers can complete a 
transaction with their fingerprint. The service also may be made available on Apple laptops and desktops. This pits Apple Pay 
more directly against PayPal’s One Touch. 
 
Current Research 
Blueshift Research assessed whether PayPal’s acquisitions and partnerships will increase its use among merchants and 
shoppers, and how PayPal will be affected by Apple Pay and Amazon Payments. We employed our pattern mining approach to 
establish six independent silos, comprising nine primary sources (including four repeat sources from our Nov. 21, 2014, 
Apple Pay/PayPal report), an online customer survey of 1,020 U.S. respondents, and three relevant secondary sources 
focused on Braintree providing an advantage and new business opportunities for PayPal, as well as the influence of the new 
chip technology in credit cards, with strong results in lowering instances of fraud: 

1) PayPal partners (3) 
2) Merchants (2) 
3) Suppliers (1) 
4) Industry specialists (3) 
5) Online customer survey (1,020 U.S. respondents) 
6) Secondary sources (3) 

 
 

Next Steps 
Blueshift Research’s next report on PayPal will gauge user and merchant usage of its services, both online and offline. We 
also will look for opportunities presented by the Braintree acquisition, including among larger merchants. We will assess 
competition from Apple Pay, Amazon Payments and up-and coming companies like Stripe. Finally, we will check on the trend 
of retailers synching loyalty cards with payment platforms. 
 

 PayPal Growth 
Effect of 
Braintree 

Acquisition 

Threat from 
Apple Pay 

PayPal Partners 
  

N/A 

Merchants   N/A  

Suppliers 
   

Industry Specialists 
   

http://www.finextra.com/news/announcement.aspx?pressreleaseid=62122&p=10
https://www.finextra.com/pressarticle/63650/xoom-to-enter-cuba-before-year-end---paypals-dan-schulman
http://realmoney.thestreet.com/articles/01/28/2016/paypal-sends-big-beat&p=10
http://venturebeat.com/2016/02/21/paypal-extends-digital-wallet-reach-with-vodafone-and-america-movil-partnerships/
http://recode.net/2016/03/23/apple-pay-coming-to-mobile-websites-before-holiday-shopping-season/
https://www.paypal.com/webapps/mpp/one-touch-checkout
http://blueshiftideas.com/reports/111408ApplePayDrawsAttentiontoMobilePOSPaymentSolutionsIncludingPayPals.pdf
http://blueshiftideas.com/reports/111408ApplePayDrawsAttentiontoMobilePOSPaymentSolutionsIncludingPayPals.pdf
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Silos 
 
1) PayPal Partners 
All three sources said PayPal is the most popular payment solution for merchants because of its brand recognition, reliability 
and trustworthiness. Two reported substantial growth in online payments, including one who forecast 10% growth in 
processing for this year, in line with the source’s 2015 figures. Two sources praised PayPal’s responsiveness, while a third 
source said PayPal delivers inconsistent service. This source also criticized PayPal for offering less favorable revenue-sharing 
terms. PayPal’s Braintree acquisition is expected to be an important piece of the company’s expansion. The payment option 
field was described as getting crowded. Two sources lauded Stripe, while one said Amazon is not a good partner because of 
its turnover and poor responsiveness. No source discussed Apple Pay launching on mobile sites. 
 
 
Key Silo Findings 
Users 

- 1 said PayPal has a strong brand, is reliable and easy to use, and users trust it. 
o Having PayPal as a payment option increases the chances of a purchase being made; results are better. 

- 1 said users want simplicity and PayPal is the most recognized and largest brand. 
o Dropped from 20 payment options to 3, keeping PayPal because of its size, name and user expectations. 
o Still, source said PayPal is not adapting to the changing market. 
o It does not have as good a revenue sharing program as its competitors. 
o Its customer support is average and inconsistent. 

Merchants 
- 3 of 3 said PayPal is the most popular option with merchants. 
- 1 offers it to all merchants as doing so increases conversion; the source also is adding extra services for PayPal. 
- 1 said at least 50% of its merchants use PayPal. Processing grew over 10% in 2015, and similar growth is expected 

for this year. 
o PayPal is the best partner among all competitors in the space. 
o PayPal’s Braintree acquisition is an important piece of PayPal’s expansion. 

- 1 said most merchants already have PayPal. 
o Does not use PayPal’s white-label solution as competitor WePay had better revenue sharing terms and was 

more customizable. 
Apple Pay/Amazon Payments 

- 1 said the field is getting more crowded, leading the source instead to simplify and cut back on options. 
- 1 said Amazon is the worst partner among competitors, citing poor communications and responsiveness, turnover, 

and lack of availability. 
- 1 said Stripe is the No. 2 payment company. 
- 1 said Stripe and Square Inc. (SQ) are more affordable and provide good service. 
- No source mentioned Apple Pay. 

 
 

1) Vice president of ecommerce at a global website building company 

PayPal is a trusted and reliable brand that increases sales conversions. The source’s company is heavily data-driven and 
has tested PayPal’s brand with a variety of images and positions in its sales process. The most effective pages 
prominently featured PayPal’s brand logo. PayPal is a global brand that is strong in many, but not all, of the countries the 
source’s company serves. Stripe is a strong alternative. 

Users 
 “PayPal has in many territories a very strong brand. PayPal increases the chances of purchase.” 
 “It’s a reliable brand. We’ve proven that empirically. If you see the PayPal banner, we’ve tried that page with and 

without it, and we got better results with it.” 
 “PayPal is doing a great job at being as easy as possible. It’s a strong brand that radiates trust.” 

https://go.wepay.com/
https://squareup.com/
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 “In the last year, one of the changes that [we] did was in the checkout process of our ecommerce product. We have 
[hundreds of thousands] of paying merchants. It’s a huge platform. We found out by testing that it’s actually better to 
have the PayPal button with the PayPal brand on it. Adding this change 
improved the results. Now it’s part of our checkout.” 

 “There are not many payment gateways that have such a strong brand.” 
Merchants 
 “We offer payment solutions not only to our ecommerce customers but 

also to our service customers—people who sell their time. Hotels, 
restaurants, musicians all use our service.” 

 “Our most popular payment gateway is PayPal. We have many others, but 
to this very day it is our most popular.” 

 “When merchants open their business online with us, there are at least 
two alternatives they immediately have, sometimes a third. One can 
choose between PayPal and Stripe. We like to provide alternatives to 
customers.” 

 “The user does not have to use PayPal, but we consider PayPal very 
reliable and a very good partner. We offer it to everyone we can.” 

 “There are several stages when a merchant builds an online store. This 
onboarding process is a very sensitive stage of the process. It’s important 
to us that this will be very well tested. Offering PayPal as a payment 
gateway [during onboarding] increases the conversion rate, or it wouldn’t 
be there.” 

 “PayPal does not support all companies. We have a strong presence in 
Brazil, but while the average American customer can easily satisfy PayPal, 
in Brazil it is not as strong a solution. They require alternative solutions.” 

 “I don’t think there’s a substantial difference in growth in the different territories. The percentage of our PayPal 
merchants is more or less constant.” 

 “PayPal will not build a specific territory support for [us], but they do their best to help us in everything we want. They 
are an extremely collaborative partner. It’s a relationship we are continually working on.” 

 “We’re about to add extra services by PayPal.” 
Apple Pay/Amazon Payments 
 “I don’t underestimate the competition. Stripe is the second best, and very strong competition to PayPal.” 

 
 

2) Alex Mulin, head of sales for X-Cart, a developer of shopping cart software 

PayPal is X-Cart’s most popular payment processing option, thanks to a strong relationship that includes regular reports 
and feedback on improvements and integration with new PayPal features. At least half X-Cart’s merchants use PayPal in 
some form, and the company saw processing rates with PayPal grow more than 10% in 2015. The same growth rate is 
expected this year. Many competitors are unable to match PayPal’s responsiveness, and Amazon’s high staff turnover 
has made it difficult for Mr. Mulin to establish ongoing relationships and strong business processes with Amazon 
Payments. Stripe and Square have potential to compete with PayPal in the long run because of their reputations with 
customers and attention to partner relationships. 

Users 
 N/A 
Merchants 
 “PayPal is the most popular payment processing option among our merchants.” 
 “It’s hard for us to estimate how many uses PayPal gets because we’re a downloadable product. At least half of our 

merchants use PayPal in some way. Many of our merchants also contact our technical support teams, so our techs 
can see what they’re using.” 

 “PayPal processing rates grew from $360 million in 2014 to $400 million in 2015. We hope the growth will continue 
in 2016 with the same pace. We get reports from PayPal [on this] as partners with them.” 

PayPal increases the chances 
of purchase. … It’s a reliable 
brand. We’ve proven that 
empirically. If you see the 
PayPal banner, we’ve tried that 
page with and without it, and 
we got better results with it. … 
We found out by testing that 
it’s actually better to have the 
PayPal button with the PayPal 
brand on it. Adding this change 
improved the results. Now it’s 
part of our checkout. 

Vice president of ecommerce at a 
global website building company 

http://www.x-cart.com/about.html
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 “Not every partner actually sends us that type of report. The next biggest after PayPal is [Visa’s] Authorize.net, but it’s 
hard for us to estimate how many merchants use them.” 

 “We are very big partners with PayPal. We’re at the highest level.” 
 “We had and are going to have many integration projects with them. Sometimes we will integrate with new products 

that are not yet released. We were integrated with some of the PayPal products from the beginning—probably 2001 
and 2002.” 

 “Sometime along the way we started to communicate with PayPal directly. They asked us to improve something, we 
asked them to improve something, and so on.” 

Apple Pay/Amazon Payments 
 “Compared to other partnerships, our relationship with PayPal is the best. Some companies try to do as well as 

PayPal, but PayPal is really the best.” 
 “I’m keeping an eye on Amazon Payments. Their partnership management is probably the worst we’ve met. There 

are folks from Amazon that we just lost contact with; they had someone who was working with us and that person 
left Amazon. That never happens with PayPal.” 

 “[Amazon has] asked us for some additional marketing activities, and I 
am asking some questions to build a working system of business 
processes. Every time we need something from Amazon, we have to go 
through an ordeal to get someone in contact with us. Usually everything 
stops after the first couple of phone calls.” 

 “Right now I’m collecting a list of X-Cart websites that use Amazon. It’s not 
small, but it’s not as big as PayPal’s list. The trouble is that there is 
nobody at Amazon we can discuss it with.” 

 “Amazon is not the only company that acts like that. We don’t have 
contact with [Alphabet Inc.’s/GOOG/GOOGL] Google at all.” 

 “[Google] tried to do something with Google Checkout. It was growing and 
we had some person at Google to work with, but we didn’t even know her 
last name. Then they decided to shut down Google Checkout in favor of 
Google Wallet, but there is nobody who can actually work with us. 
Sometime we will integrate with Google if our merchants want it.” 

 “With competitors like Stripe, Square and similar guys, there might be 
some decline for PayPal in the next few years. But PayPal is always working on new products, and recently they 
acquired Braintree. I can’t say that many merchants use Braintree with X-Cart, but it looks like Braintree is going to 
be their spearhead product.” 

 “Stripe and Square can compete by offering cheaper rates and better service. They have a good reputation for how 
they communicate with our partners’ customers, and they give us a lot of information about what’s happening. Stripe 
is not as popular as PayPal, but it’s mainly because we market PayPal more than Stripe.” 

 
 

3) Director of business development for a provider of online accounting software  

About 18 months ago, this source’s company simplified its payment system offerings from 20 supported gateways to just 
three: PayPal, WePay and Stripe. The provider chose PayPal for its high brand recognition and already established 
presence among many merchants. However, the source said Stripe offers better support and a better revenue model. 
WePay provides the basis for the company’s white-label payment system. Online payments are about 20% of the receipts 
reported by merchants and are the most significant part of the company’s growth. 

Users 
 “We’ve been in a partnership with PayPal for about 18 months. It’s one of our three supported gateways. We used to 

support everybody, but our customers wanted to simplify so we now support PayPal and Stripe. We brand WePay as 
our own white-label payment system.” 

 “We support PayPal because it’s the largest and has the most brand recognition. Stripe has brand recognition and a 
big global presence. They give us strong support and a stronger revenue-sharing model. We support WePay because 
they were able to customize for us.” 

At least half of our merchants 
use PayPal in some way. … 
PayPal processing rates grew 
from $360 million in 2014 to 
$400 million in 2015. We hope 
the growth will continue in 
2016 with the same pace. 

Alex Mulin 
Head of sales for X-Cart 

 

http://www.authorize.net/
https://www.google.com/wallet/
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 “One of the deficiencies of PayPal is they have not adapted to the changing market. They provide revenue share for a 
certain amount of time [after a user signs up with a merchant], and then they cut it off. Stripe has no cutoff. It’s a big 
disadvantage.” 

 “Support from PayPal is mixed. One of the challenges is they’re not able to provide a consistent contact. There’s 
turnover there. We don’t have one particular contact who understands the business. Stripe has a consistent team.” 

Merchants 
 “We offer invoicing for our small business customers—10 million users around the world. About 80% of their 

business is still done through cash and checks. Online payments are about 20%.” 
 “Online payments have been growing rapidly over the last 18 months. The most significant part of our growth is 

through the online payments.” 
 “A lot of [merchants] using PayPal with us come to us with a PayPal account already. When customers come to us 

and are looking for payment options, we show them all three possibilities, but we don’t see any discernible benefit 
for PayPal.” 

 “PayPal is the established business. It is the brand that [merchants] are aware of.” 
 “We evaluated PayPal for our white-label system, but the PayPal’s revenue share model was a problem. WePay met 

our needs better.” 
Apple Pay/Amazon Payments 
 “It’s a pretty busy market. We’re aware of the many different payment systems [including Amazon Payments], but 

we’ve gone from 20 supported gateways to three. We dropped systems like Authorize.net.” 
 “I see the market getting busier, but we’re trying to keep [our system] simpler for our customers.” 

 
 
 
2) Merchants 
Merchants are increasingly accepting PayPal, according to both sources. The source who offers PayPal said the opportunity 
for customers to pay with the service continues to expand as it is user-friendly and its fees are fair. The other source’s brick-
and-mortar stores cannot offer PayPal because of POS system challenges, and the merchant said PayPal is not as accepted 
as believed, especially offline. This source would like to offer PayPal, but said it is not a high enough priority given the time 
and expense of a POS system overhaul. The source who uses PayPal has all customers on it, and his suppliers are advocates 
as well—all with no complaints. The more immediate threat to PayPal comes from market saturation and retailers developing 
loyalty cards synched with payment solutions. Apple Pay is a competitor but a future one as it must first prove itself, which will 
take time and effort. Sources were divided on Amazon: One said Amazon Payments poses the same general threat as Apple 
Pay. The other believes its use will be limited to those doing commerce through Amazon.com. 
 
 
Key Silo Findings 
Users 

- The opportunity for consumers to use PayPal is expanding. 
- The fee structure for users is fair and competitive. 
- PayPal is easy for transferring and processing funds. 
- But it is not as widely accepted as believed, especially offline. 
- Threats include the retailer loyalty card attached to payment solutions as well as market saturation. 

Merchants 
- PayPal is growing the number of merchants using/offering it. 
- It is the best option, widely trusted and reasonably priced. 
- 1 runs all customers through PayPal; the source’s suppliers are also advocates, with no complaints. 
- 1 would like to offer PayPal and others, but the brick-and-mortar POS system does not allow third-party payers and 

higher-priority items need to happen first. 
- The switch to the credit card chip has been slower and more laborious than expected/reported. 

Apple Pay/Amazon Payments 
- Both said Apple Pay will be a threat to PayPal, but it first must prove itself, which will not be easy. 

o 1 said having Apple Pay on mobile is very helpful as a means of accessing other tools and payment options. 
- 1 said Amazon Pay is not a threat, while the other said it will be a threat in time. 



 

 301 Battery Street, 2nd Floor, San Francisco, CA 94111 | www.blueshiftideas.com 
7 

PayPal Holdings Inc. 

 
 
 
 

1) Business owner/executive for a Wi-Fi network provider catering to the hospitality industry 

PayPal is a growing and trusted commodity for small to midsize businesses, and the source is a longtime advocate and 
user of PayPal for his company. He also uses PayPal for personal payments and a nonprofit endeavor. PayPal’s appeal 
stems from its history and track record as a pay provider, its reasonable rates, solid service, and widespread merchant 
satisfaction. The source discounted reports of poor customer service and operational restrictions. His company has never 
had its funds frozen or held by PayPal, a problem that may have occurred with new business accounts that had yet to 
prove competency or solvency, he said. Apple Pay and Amazon Pay pose no immediate threat to PayPal. 

Users 
 “PayPal does a great job. I use it personally, for my volunteer business that rescue animals, and my professional 

business. That business uses it for card processing, virtual cart, and through that we get sales and monthly revenue 
numbers, etc. Our company provides high-quality, managed high-speed Internet access networks for the hospital 
industry, hotels, restaurants and the like. We have revenues of nearly half a million a year and provide services in 
several states. … We used another company in the beginning but have been with PayPal for at least 10 years.” 

 “PayPal’s fee structure is fair. Pricing is competitive, and they can achieve cross-border [state-by-state] transfers and 
processing. They give you the option to move money, and if you use a personal tablet, there is no fee to either party. 
We have had no incidents, no complaints. Any charge challenge, which we thoroughly document, has been reversed 
without incident.” 

 “We have never had a problem or filed a complaint about them.” 
 “I do not have statistics to support whether they will see increasing 

business, and I don’t really know who the competitors are in their space. 
But I do know, based on observation, that the opportunity to use PayPal at 
retail and restaurants and on ecommerce websites is visibly increasing.” 

 “The biggest threat I see [to PayPal’s long-term growth] is market 
saturation. It will get to the point where everyone has a PayPal or other 
account. So I don’t know what the long-term potential for growth is. I just 
know what I see, and that is more and more merchants offer PayPal as an 
option, along with other pay solutions.” 

Merchants 
 “PayPal remains the strongest option. It is a trusted and tried brand that is 

widely used. It is easy to use whether you are a consumer or a merchant. 
Its price point is very reasonable for merchants in certain sectors. I think it 
will be quite some time before we see a significant uptick in Apple Pay 
usage, to the point where it would threaten PayPal. I’m not saying it won’t 
happen, but there would have to be some extraordinary service or 
incentive to steal market share that would be bottom line significant to 
PayPal.” 

 “I see complaints on various review sites, and my feeling is the people who 
complain have a chip on their shoulder or do not understand how finance 
in business works.” 

 “They have never frozen our funds. It may be that they freeze funds for new accounts because they do not know the 
integrity of that business. They do not hold funds as a rule.” 

 “We do installs and manage accounts, and we run all of our customers through PayPal. My major electrical suppliers 
are staunch advocates for PayPal, and all rely on the service. PayPal is trusted.” 

 “Everyone I work with is happy with PayPal. I have heard no complaints. My suppliers and vendors use it and have 
had no negative comments or concerns.” 

Apple Pay/Amazon Payments 
 “I don’t think Apple Pay is a threat, at least not in the short term. I imagine that eventually PayPal and Apple Pay will 

have a cooperative agreement where you can use your PayPal card or account with Apple Pay.” 

PayPal remains the strongest 
option. It is a trusted and tried 
brand that is widely used. It is 
easy to use whether you are a 
consumer or a merchant. Its 
price point is very reasonable 
for merchants in certain 
sectors. I think it will be quite 
some time before we see a 
significant uptick in Apple Pay 
usage. 

Business owner 
Wi-Fi network provider for the 

hospitality industry 
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 “It will be at the very least several years before Apple Pay challenges PayPal. I consider PayPal as the trusted brand 
and the Kleenex of pay, so to speak.” 

 “Apple Pay is definitely expanding its reach, and having the app on your phone is beneficial. I sent my daughter to 
Europe recently, and she could not only use her iPhone but also use it to pay.” 

 “I use my Apple Pay account as a conduit to access other credit tools, which is far more convenient than carrying a 
bunch of credit cards around. I just carry my iPhone and I use my Apple Pay app account as a conduit to access my 
Visa [Inc./V] card, etc. The NFC is amazing. How that will benefit Apple when they have expanded payment functions 
is unclear. But it is a great tool.” 

 “I’m not sure I would use my iPhone pay account, however, to pay through Apple Pay vs. a traditional credit card, 
especially if I get points or discounts with some of my cards. Again, right now my Apple Pay account is just a way to 
access the other financial tools on my phone.” 

 “Right now I don’t see Amazon’s pay network as a threat. That aspect of the business may be a niche specifically for 
those buying and selling on Amazon.” 

 
 

2) VP of marketing and product development for a Southern California fast-casual restaurant chain; repeat source 

PayPal remains No. 1 for ecommerce purchases and is making inroads with offline merchants. Still, its implementation 
has occurred more slowly than expected, and it is not as available as believed. Many merchants still are switching to 
payment technologies designed to accept the new chip cards, and the rollout has been haphazard, creating slower than 
expected adoption of payment solutions overall. Additionally, the source said his corporation uses a point-of-sale (POS) 
system that prevents integration of third-party mobile payment solutions like Apple Pay and PayPal. Although two years 
ago the company did a test run of a payment app, attempting to create a merchant loyalty program, the pilot was 
scrapped as it became clear a new POS system was required. Apple Pay and Amazon Pay pose a threat to PayPal but first 
must cement proof of concept. Perhaps more of an issue to all are merchant loyalty accounts, which the source said are 
the fastest growing payment concept. 

Nov. 21, 2014, summary: This company was putting the final touches on a test rollout of a mobile loyalty app, similar to 
the Starbucks model. It was not ready for a full mobile pay implementation because of questions of costs and ROI. Mobile 
pay was coming but would not necessarily be used. PayPal could capitalize on its online customer base and should act 
soon to compete. Still, the company needed to consider retailers’ costs, data concerns, and the system’s ease of use. 

Users 
 “PayPal is still the No. 1 payment solution, especially online.” 
 “A lot of folks do take PayPal and I use PayPal personally, but it is not 

available everywhere and is not as universally accepted as people think.” 
 “I don’t know whether it’s a threat, but the pay solution that seems to be 

moving ahead faster than the others is the kind of thing they have at 
Starbucks and Dunkin’ Donuts. It is done through a third party, but 
basically you give the merchant your information and create an account, 
which loads up your loyalty card through a bank deduction and the 
balance is reauthorized. That is becoming more popular than PayPal or 
Apple Pay because it’s easy and you get credit toward loyalty points and 
free purchases.” 

Merchants 
 “Our point-of-sale system is extremely limited, and as a result we cannot 

incorporate third-party pay solutions like PayPal or Apple Pay at this time. 
We use Aloha by NCR [Corp./NCR], and it all ties in to MenuLink. Our 
system comes right out of the caveman era, and it does not allow you to 
accept pay, except through the traditional banks. We are working to 
change out the system, but it is a very expensive process companywide so 
we are taking time to explore all of the options.” 

 “We were doing a test app with a mobile loyalty program a couple of years 
ago, but we stopped it. We have to do first things first and that means we 

The pay solution that seems to 
be moving ahead faster than 
the others is the kind of thing 
they have at Starbucks and 
Dunkin’ Donuts. … Basically 
you give the merchant your 
information and create an 
account, which loads up your 
loyalty card through a bank 
deduction and the balance is 
reauthorized. That is becoming 
more popular than PayPal or 
Apple Pay. 

VP of marketing/product development 
Southern CA fast-casual chain 

http://www.forbes.com/sites/quora/2014/06/13/why-is-the-starbucks-mobile-payments-app-so-successful/
http://www.ncr.com/hospitality/restaurant-solutions
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need to overhaul our POS.” 
 “On occasion folks I work with will say, ‘Hey, why not do payment with PayPal?’ I just smile and say, ‘Would you like 

me to bring in the IT guys to explain why that is not high on our list of priorities?’” 
 “The other problem for many merchants is that the requirement to accommodate chip cards. The switchover is 

taking longer to do than anyone expected, and the deadline is coming up. With the chip, transactions take longer to 
process, so it is slow at the counter and the register. It’s ticking everyone off, from the customers to the staff. The 
whole chip technology has been rolled out helter-skelter. … A lot of merchants are working through that system, and 
that has to happen before they can accept other pay solutions.” 

 “That’s the reason everyone like PayPal, Apple Pay and others are out there promoting their platforms. They are all 
jockeying for position. If these pay solutions were part of the system, they wouldn’t need to market the heck out of 
them. That is not the case.” 

 “I do think PayPal is expanding its merchant base. Everyone said it would take three to four years, and that was 
seven years ago. It’s just taking longer than anyone expected because of all these other infrastructure and overall 
system switches that need to happen first.” 

 “It’s not just an issue for PayPal. It’s an issue for anyone making mobile pay solutions or for anyone using a phone. I 
do think PayPal is the most popular of all the pay solutions. It is trusted and reliable and a known commodity.” 

Apple Pay/Amazon Payments 
 “Both Apple Pay and Amazon Pay are a threat to PayPal and will take some business once they are up and running. 

But it will not be as easy as anyone thinks to become a regular player, and I do not see either one of them overtaking 
PayPal any time soon. They still have to prove out their viability to the market.” 

 
 
 
3) Suppliers 
This source said user and merchant growth for PayPal will continue into the long term. PayPal is well positioned to compete in 
the mobile and ecommerce space, and its Braintree acquisition will present more opportunities in these areas. PayPal also is 
aggressively pursuing merchant growth and is best suited for businesses making $20,000 or less per month. Apple Pay is a 
legitimate threat based on the sheer number of iPhone users, but merchants will be reluctant to use Amazon, which they view 
as more of a direct competitor for retail sales. 
 
 
Key Silo Findings 
Users 

- PayPal will continue to grow total payment volume (TPV). 
- The pie is growing, and PayPal will be able to capture a good percentage of it. 
- The Braintree acquisition gives PayPal further opportunities in mobile pay and ecommerce. 
- PayPal still has a negative reputation with some users, and lacks customer service. 

Merchants 
- Merchant volume will grow too. 
- Merchants are satisfied with PayPal, which is positioned for long-term growth. 
- PayPal is aggressively pursuing merchant acquisition. 
- PayPal is good for businesses with $20,000 or less revenue per month. 
- There is little incentive for merchants to use PayPal’s white-label solution. 
- PayPal has not updated its API or user interface, and the integration is still convoluted. 

Mobile Wallet 
- There have been no significant advances in mobile wallet, and widespread adoption remains years away. 

Apple Pay/Amazon Payments 
- Apple Pay is a threat because of the sheer number of iPhone users. 
- Merchants are likely to resist Amazon because it is a direct competitor in retail. 

 
 

1) Executive director of a merchant services payment systems supplier; repeat source 
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PayPal is poised to increase its merchant customer base, and its volume growth will continue for several years. In an 
interview for Blueshift’s Nov. 21, 2014, Apple Pay/PayPal report, the source discounted PayPal as a player in the offline 
mobile pay space but more recently said PayPal is back and well positioned to compete, propelled by the separation from 
eBay and its strategic acquisition of Braintree. Still, PayPal will be one of several pay options used by merchants and 
consumers. The source said it is best suited for small merchants making $20,000 or less a month, but would unsuitable 
for merchants needing immediate access to cash flow. PayPal remains burdened by a tarnished reputation that stems 
from its customer service, but highly regarded Braintree will serve to redirect consumer sentiment. Apple Pay poses a 
viable threat, but merchants will resist partnering with Amazon, which they despise for its predatory behavior. 

Nov. 21, 2014, summary: PayPal likely had fallen too far behind to be a serious player in the offline world of mobile 
payments. Apple Pay’s significant customer base, its highly sophisticated biometrics and security technology, and the 
cachet of major credit card-issuing banks gave the company a very strong lead in the mobile payments ecosystem, but 
Apple was not the only game in town. 

Users 
 “They will continue to see an increase in TPV. The overall pie is growing, mobile and ecommerce are growing, and the 

sheer number of startups doing business online continues to grow. PayPal is in a fantastic position to acquire a 
certain percentage of that new business. The volume of merchants continues to grow, and that means more 
merchants will work with them.” 

 “But there is still an anchor weighing it down, and that is its online history and negative reputation, which could be a 
hindrance for growth among [consumer] users.” 

 “PayPal never built up the kind of high-tech customer service they needed. There’s been a lot of collateral damage in 
part because the customers did not understand the full benefits or 
restrictions of PayPal’s service. PayPal did not communicate with 
customers or establish a customer service department that would resolve 
complaints. If you Google ‘PayPal,’ there are numerous complaints and 
that works against them. Part of the challenge is dealing with consumers 
who are more informed today than they were in the early days when PayPal 
grew in popularity. The millennial consumer will cross-reference 
commentary on a product and look for feedback from existing users before 
they make a decision about a purchase. That decision is squarely based on 
the collective commentary provided online by contemporaries.” 

 “A couple of interesting things have occurred since we last spoke, most 
importantly PayPal’s acquisition of Braintree. That purchase really gives 
PayPal an opportunity to get back in the game. Braintree is a disruptive 
company with a forward-thinking corporate culture and a commitment to 
creating cool tools on a regular basis. Now PayPal is more viable in the 
mobile pay and ecommerce space, and it will be for quite a long time.” 

 “I don’t see PayPal changing how it does business or fixing its reputation. 
But we do see them circumventing the problem in some cases with the 
acquisition of Braintree, which is unencumbered by baggage and 
reputation issues. It was a great, strategic move on PayPal’s part and will 
help with the problem.” 

 “PayPal’s best opportunity is to focus on the growth in mobile pay. Despite its reputation and the fact that a lot of 
consumers hate PayPal, that’s where Braintree helps. For example, Uber uses the Braintree platform, so when a 
millennial consumer starts to do research, they see high marks for Braintree. They may not even realize they are 
dealing with PayPal.” 

 “Mobile pay is a subset of the Internet, and while it currently accounts for a small fraction of transactions, very 
roughly 2% to 3% of all Internet volume, it is poised to explode. And we will see it violently surpass that volume in 
about two to three years.” 

Merchants 
 “Overall, the satisfaction level among merchants is good.” 
 “PayPal has exhibited a voracious acceleration in its merchant customer acquisition.” 
 “PayPal is a good solution for a small business. If you bring in $20,000 a month or less, PayPal is a benefit. PayPal is 

also a great solution for mobile checkout. If you are a retailer, you should have it. But PayPal will never be the end-all 

PayPal’s acquisition of 
Braintree … really gives PayPal 
an opportunity to get back in 
the game. Braintree is a 
disruptive company with a 
forward-thinking corporate 
culture and a commitment to 
creating cool tools on a regular 
basis. Now PayPal is more 
viable in the mobile pay and 
ecommerce space. 

Executive director 
Merchant services payment  

systems supplier 

http://blueshiftideas.com/reports/111408ApplePayDrawsAttentiontoMobilePOSPaymentSolutionsIncludingPayPals.pdf
https://www.braintreepayments.com/learn/braintree-merchants/uber
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solution for most merchants. Still, PayPal is in a good position for long-term growth, but I believe they should focus 
on mobile pay. If they get rid of others and just focus on mobile, they should do well.” 

 “Merchants are using a combination of solutions, but the best option depends on the merchant and the product. 
Each merchant should consider all of the options. If they work with eBay, then they have to have PayPal. If they sell 
on Amazon, then they will want Amazon Pay.” 

 “If you buy on eBay and pay, you go to a secure PayPal page. If you are traditional merchant and someone is buying 
on your website, you won’t want them leaving the website to go to PayPal’s secure page, as they would have to. 
That’s a barrier. So what PayPal is trying to accomplish with white label is to allow merchants to control the checkout 
on their site and the customer would never know PayPal was on the back end. It is not a game changer to offer API to 
process payment. They should have done that a long time ago. Every credit card company does that already so there 
is little incentive to use PayPal’s white label.” 

 “PayPal at first seemed a threat to companies like ours because they are approaching the merchants that we work 
with or want to work with. But in reality, it turns out that by adding PayPal, our merchant customers will increase 
overall transactions. So we actually recommend them to certain merchants.” 

 “There are a number of reasons [merchants would not use PayPal]. First, PayPal as a platform is archaic. They have 
not updated the API; they have not updated the user interface. The application developers and programmer hate 
working with PayPal because the integration is so convoluted.” 

 “The humongous retailers like Walmart have no incentive work with PayPal, which is dramatically more expensive 
than the credit card companies for a big box.” 

 “PayPal is also problematic for the higher-risk businesses. I know one small 
startup company that went to a trade show and did $50,000 in business, 
but PayPal froze the account because they were processing so much 
product so quickly that the loss department put a hold to investigate. They 
had just launched and were at risk for not being able to ship product. A 
traditional account management company would have called the merchant 
to ask about the sudden volume and would release the funds in 24 hours.” 

 “No one company has taken the lead.” 
 “The traditional credit card industry guys who sell merchant accounts 

[directly or] through the Chamber of Commerce are dead.” 
 “Another area of disruption in the industry affects the old system of agents 

who go around selling merchants terminals. These ‘dumb’ terminals are 
the primary source of credit card fraud. Everyone is getting rid of the 
‘dumb’ terminals, and most expect them to be completely eliminated as 
merchants move to pads, especially with companies like Square and Stripe and other more integrated POS systems.” 

Mobile Wallet 
 “Mobile wallet is still not happening, and it will take years for it to come into use. It’s a pain in the butt. The customer 

has to sign in on the phone and enter information. There are no challenges to pay by just swiping your card. Until 
there are intrinsic benefits to the merchant and customer, mobile wallet will be a secondary solution.” 

 “The next big opportunity is video checkout. It would be for big retailers. We are working on a solution.” 
Apple Pay/Amazon Payments 
 “Certain players will move more nimbly and gain share, but PayPal is well positioned.” 
 “The biggest threat [to PayPal] is the online, ecommerce marketplace [Amazon, Rakuten Inc./TYO:4755 

Overstock.com Inc./OSTK, etc.].” 
 “The social media companies are all dabbling in payment solutions. Facebook [Inc./FB] has projects, and Twitter 

[Inc./TWTR] has half a dozen projects testing. Twitter is working with American Express [Co./AXP] on solutions to 
easily checkout with Twitter. The problem for social media is that all of them are technology companies, not payment 
companies. It is much harder to implement pay because there are a lot of moving parts. There are payment gateways 
and inventory control, ordering and billing systems.” 

 “Apple Pay is a threat. Apple Pay has access to 800 million credit card numbers from iPhones, so they are in the best 
position to offer the kind of simplicity consumers want.” 

 “I don’t see the iPad as necessary for retail. At retail they will still use machines and swipe cards, but they will be the 
newer smart machines. Maybe some of the higher-end stores like Nordstrom or Saks Fifth Avenue may provide 
certain departments with iPads, but we will never see Walmart or similar stores use iPads.” 

Apple Pay is a threat. Apple Pay 
has access to 800 million 
credit card numbers from 
iPhones, so they are in the best 
position to offer the kind of 
simplicity consumers want. 

Executive director 
Merchant services payment  

systems supplier 

https://www.facebook.com/help/863171203733904/
https://sync.americanexpress.com/Twitter/Index
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 “The restaurant community can benefit from the POS cloud system offered by the smart machines, that is any type of 
terminal with a touch screen and tethered to the cloud. They offer deep analytics and advertising potential and the 
ability to track individual purchases and buying behavior, which is invaluable.” 

 “The threat of Amazon Payment has yet to be determined. Right now you can do click and checkout at Macy’s with 
PayPal and others. There is massive resistance by merchants to empower Amazon any further because there is a risk 
they will then directly market to the merchant customers.” 

 “Amazon is now going after merchants with Amazon Pay. But a lot of merchants have no interest in helping Amazon 
because they hate Amazon. Amazon has been carnivorous, building inventory and stock and undercutting merchant 
pricing. If they see something selling well on a merchant website, they build inventory and cut the price and 
undermine the merchant.” 

 
 
 
4) Industry Specialists 
PayPal will continue its strong growth among shoppers and merchants alike. Users trust the brand, and now use it out of 
habit. Merchants want the PayPal brand on their websites because of its trustworthiness and user-friendliness, especially for 
startups and small businesses making less than $10,000 per month. The Braintree acquisition is expected to boost user and 
merchant growth as well. All device payment options are saddled with high levels of fraud and are battling with the credit card 
companies over responsibility. PayPal has a 10-year head start on these companies and has had time to strengthen its fraud 
protection from its early days in the ecommerce payments space. All three sources said Apple Pay is the leading competitor to 
PayPal, but two said it is not an immediate threat. Amazon was deemed a smaller player. A more immediate concern for 
PayPal, according to one source, is the move by retailers to establish payment cards synched to loyalty cards. Ecommerce 
overall is growing, but mobile wallets have not reached the mainstream market and may never be widely adopted. 
 
 
Key Silo Findings 
Users 

- 2 of 3 said PayPal is still the leader and will continue its strong growth as it is part of users’ habit, which would be 
hard to change. 

- Braintree’s acquisition creates even more opportunity for PayPal to grow. 
- Overall ecommerce is growing, which helps PayPal. 
- Stripe is another company growing its user base. 

Merchants 
- PayPal will grow its merchants as it is easy to use and its appeal is still high. 
- It is a trusted brand, it works especially well with small businesses making $10,000 or less per month, and 

merchants want the brand on their websites. 
- 1 said merchants will drive PayPal’s growth. 
- 1 said PayPal will grow its offline merchant group, while 1 other source said it struggles in this area. 
- PayPal is not ideal for merchants doing high volume because of concerns regarding holding funds, lack of service, 

and longer chargebacks. 
- A threat to PayPal is the retailer loyalty payment card. 

Apple Pay/Amazon Payments 
- All 3 agree Apple Pay is a threat, but 2 said it may not materialize for some time. 
- 1 said Apple and Samsung Electronics Co. Ltd.’s (KRX:005935) Samsung Pay have high fraud rates and battle with 

credit card companies over who is responsible. 
- Once fraud is figured out, one or all of the payment solutions linked to mobile devices could own the payments 

space, but PayPal has a 10-year head start and its fraud protection is strengthened by its early days in ecommerce 
payments. 

- 1 said Amazon is a smaller threat, 1 said it is too early to evaluate Amazon, and 1 said Amazon is aggressively 
recruiting for PayPal architects to build its platform. 

Mobile Wallet 
- Mobile wallet has not reached the mainstream and does not appear to be close. 
- If/when it does, Visa stands to be the winner. 

http://www.forbes.com/sites/thomasbrewster/2016/03/01/apple-pay-fraud-test/#6dc958b3c159
http://www.samsung.com/us/samsung-pay/
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1) Tech entrepreneur and former PayPal software engineer 

PayPal has a 10-year head start on Apple, Samsung and Amazon in dealing with fraud issues, and has built robust 
controls from that expertise. Apple, Samsung and Google will need years to crack this problem, but whoever does so first 
can then use the advantage of owning the device to control the market. Apple Pay and Samsung Pay have a significant 
advantage over PayPal in that they can pitch their payment service to whomever buys their devices. Non-techie 
customers who would never sign up for PayPal are comfortable signing up for device-based services because the 
manufacturers are trusted and the signup process is easy. The drawback of this easy signup, however, is that Apple Pay 
and Samsung Pay are dealing with massive fraud issues. Mobile wallets still are not near hitting the mainstream, and 
Visa is in position to be the winner there anyway. 

Users 
 “For online payment, PayPal is still the big dog, especially since they bought Braintree.” 
 “Braintree has their own clientele. They don’t cross over with PayPal. They don’t integrate with PayPal.” 
Merchants 
 N/A 
Apple Pay/Amazon Payments 
 “Apple Pay and Samsung Pay are the biggest threat to PayPal right now.” 
 “Everyone has a mobile phone, and when you set up the phone, they ask you if you want to set up payment.” 
 “For someone like my mom, she’s like ‘Great, I trust Apple.’ After 10 years of [exposure to] PayPal, my mom doesn’t 

have a PayPal account—but she has an Apple Pay account.” 
 “Because of the ease of signing up with Apple Pay and Samsung Pay, their 

fraud rate is ridiculous. If you try to add a credit card to your Apple Pay, it 
doesn’t do any verification. They’re fighting fraud like crazy right now.” 

 “Apple Pay is now in a big argument with a credit card company on who is 
going to handle the fraud. The credit card company is pointing at Apple, 
Apple is pointing at the credit card company. Apple says, ‘I have 
encryption, touch ID.’ The credit card company says, ‘I have all this fraud 
detection in place.’ So who has the better fraud protection? Who’s 
responsible for dealing with it?” 

 “If they can figure [the fraud issue] out, Apple Pay and Samsung Pay are 
going to kill this market. One day they’ll figure this out, but it’s not in the 
near future.” 

 “It took PayPal many years to get where we were. Before we were bought 
by eBay in 2002, we did a lot of gambling and porn sites. Think about 
that—that actually helped us in the long run, because all the fraudulent data from those sites helped build our 
database. Our fraud engine is really smart. We had 10 years of fraudulent data to work from.” 

 “We had this competitive advantage that people could not touch, because we started early and had all this data. 
What Apple needs to do is build up this data. This takes time. The number of transactions—[PayPal knows] how many 
transactions this is—doesn’t happen overnight. You need to put in your time or you don’t have the data to do your 
analysis. You’re going to be eaten by the fraud.” 

 “Apple is fine; they have billions of dollars to learn with. Google Pay and Samsung also. They can throw money at this 
problem.” 

 “Amazon has dealt with fraudulent credit cards, but they don’t deal with fraudulent merchants. They don’t have the 
complete cycle. Hence the reason why all the ex-PayPal architects have been getting a lot of calls from the Amazon 
people. My friends have been getting called. I’ve been getting those calls too.” 

 “In a few years, a lot of people will still be competing, but whoever owns the device space will win. My bet is 
somewhere in the Android space because they have so many devices out there. They’re the dark horse. It’s kind of 
funny to label Google as the dark horse, but in this case you sort of have to. They own 48% of the devices in the 
world.” 

In a few years, a lot of people 
will still be competing, but 
whoever owns the device space 
will win. My bet is somewhere 
in the Android space because 
they have so many devices out 
there. They’re the dark horse. 

Tech entrepreneur and 
former PayPal software engineer 
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 “Right now in Silicon Valley, funding is very hard to come by because of the last little dip from last year. But if you go 
to any of the people and say that you’re in the payments space, at the minimum they will listen. They will always 
listen. Everyone understands that the payment space is not settled yet.” 

 
Mobile Wallet 
 “As a company, Visa is interested in credit processing. Mobile wallet is another way of getting more transaction 

processing. It’s something they need to tell people that they’re doing, but in the end they will always protect their 
credit card processing.” 

 “Visa is looking at Apple Pay, Samsung, saying, ‘Go out and get more users.’ Visa is going to win either way.” 
 
 

2) President of an e-payment consultancy serving banks, merchants and payment solution providers; repeat source 

PayPal’s dominance is poised to stand for many years. Consumers and merchants will continue to drive PayPal’s ongoing 
growth, especially in the ecommerce space where PayPal dominates. The PayPal name represents a trusted brand with a 
large and established footprint, giving it a strong position despite the expanding pool of competitors. Apple Pay may prove 
to be a potent threat once it launches its pay solution on browsers later this year, but it is too soon to predict an outcome. 
The source argues that Apple Pay would need to create a compelling reason for consumers/merchants to drop PayPal for 
Apple services. Payment service users are loathe to make changes once the behavior is established, a critical benefit for 
PayPal. 

Nov. 21, 2014, summary: Over time, the launch of Apple Pay’s NFC mobile pay solution would slow PayPal’s growth and 
undermine at least some of its services with regard to PayPal wallet and online offerings. But Apple Pay also presented 
PayPal with an opportunity to ride on its coattails. Apple Pay advanced NFC and mobile/wallet use by consumers. Still, to 
succeed at POS, Apple Pay must move beyond payment, either adding discount capability or incentives tied to offline 
shopping. Apple Pay’s offline momentum would depend in part on how merchants and card issuers proceed. 

Users 
 “I believe they continue to see strong growth in consumer use. They have [continued to grow] ever since they were 

born. PayPal has a long tradition of consistent annual growth, and it would take a large event to change that.” 
 “PayPal is preinstalled. That is, PayPal is already in use, not necessarily 

installed on smartphones but installed in the consumers’ mentality and 
behavior. If you are used to using PayPal, you are likely to continue unless 
challenged.” 

 “What is installed on phones is Apple Pay and Android Pay and that, in 
theory, enables a challenge for them to try to make pay simpler. But the 
consumer would have to change behavior at the point of pay. The 
challengers would really have to do something major.” 

 “There continues to be growth in ecommerce. Some companies are 
growing faster than others. Stripe is seeing strong growth, and PayPal is 
seeing strong growth. It’s a rising tide, and you could say all boats will 
rise.” 

Merchants 
 “Merchants want customers to pay in whatever way they want to pay. 

PayPal is already a strong brand used by a lot of merchants. They may 
activate Apple Pay as well, just to continue to keep customers happy and to provide options they may want. But I 
think we will see continued growth for PayPal in the [offline] merchant segment, and its very strong online presence 
will not change.” 

 “PayPal has a strong footprint. There is a lot of competition out there, but if you look at the history, the merchants 
continue to drive PayPal growth. The value proposition offline is not particularly strong. The consumers do not use it 
in store as much. And the online value proposition with large merchants is not especially strong. But the small 
merchant value proposition is very strong. It’s the only practical way to complete an online transaction. PayPal 
simplified that.” 

PayPal is preinstalled. That is, 
PayPal is already in use, not 
necessarily installed on 
smartphones but installed in 
the consumers’ mentality and 
behavior. If you are used to 
using PayPal, you are likely to 
continue unless challenged. 

President of an e-payment consultancy 
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 “One reason a merchant might want to avoid using PayPal is to retain its own brand and volume control. When you 
click on the PayPal link to pay, the merchant does not get exposed to [or retain] all of the sensitive data. But one 
value of PayPal is that it is a trusted brand to consumers. Most merchants want the PayPal brand on their website.” 

 “Not growing as fast are Authorize.net and CyberSource. Both are owned by Visa. You might say they are the 800-
pound gorillas in pay solutions and gateways.” 

 “The biggest threat is in offline, Starbucks-like solutions whereby merchants are trying to get consumers to put their 
accounts on file vs. swiping a card. The card information is saved in your phone or in the cloud, so the account 
information stays on file. It is a loyalty card because when the information is on file you are making a continued 
commitment to come back. It’s a merchant wallet vs. a pay solution.” 

Apple Pay/Amazon Payments 
 “I would rate the threat of Apple Pay as significant but medium. The threat is not inconsequential, but it is not 

overwhelming at this time either. Long term, it could be a big threat, but it’s way too early. PayPal is in pretty good 
shape.” 

 “Apple Pay now has an app, and it plays on mobile devices. But PayPal’s space is really on the browser. Right now 
they are not really direct competitors. Once the Apple [Pay] browser launches later this year, we will know more, but it 
could take a couple of years for the overall effect to be seen.” 

 “One key, determining factor for Apple will be how easy they can make it to pay on a merchants’ site. I have not 
checked the purchase data recently, but I believe the iPad continues to be the most popular item for [making a] 
purchase. It provides mobility but is similar to the PC, most notably 
providing a similar experience for the consumer’s existing behavioral 
patterns for purchase. The iPad allows you to spend more time online, even 
when you are not in front of your desktop but instead in front of the TV or 
outside the home.” 

 “You can already shop on your iPad and pay with PayPal. PayPal is still the 
champion for online pay. Apple would have to make the processing of 
payment so easy or so different because PayPal has already optimized the 
checkout process.” 

 “Can Apple make it so much easier and/or different to provide an incentive 
to switch? The iPad is an advantage because it is the most popular mobile 
device for shopping. But how you pay is not the key driver when it comes to 
ecommerce purchasing. To most, the item they are buying is central to the 
experience, and to most it doesn’t matter how they pay, as long as it’s easy 
and reliable.” 

 “Apple has a number of assets to help make it a potential threat. But for 
Apple to become a threat, it still would require a change in customer behavior. And when it comes to pay, consumers 
don’t like to change. We may see some users of the iPhone switch. But Apple would have to make it so easy and so 
compelling that consumers would have no choice but to switch. Consumer behavior patterns work in PayPal’s favor.” 

 “For existing consumers that use PayPal, it will be just as easy to stay with PayPal, especially if there is no compelling 
reason to switch. It is with the new customers that Apple Pay may pose a challenge to PayPal, but I still do not see a 
massive share shift to Apple. It would be more of a slow whittling away of their growth over time. We will not see any 
rapid collapse or impending doom. Apple is a new competitor in the space but really only on Apple devices. PayPal 
will continue to have strong growth and a following.” 

 “Amazon is a smaller threat. There is not much traction for it outside of Amazon.com. Until we see traction at sites 
outside of Amazon, the threat is small and PayPal will only lose if Amazon Pay goes beyond that. Historically Amazon 
has tried to push this, but frankly, merchants have not adopted Amazon solutions because Amazon is a huge 
competitor. Unless you are a small seller, most do not want to invite them in.” 

Mobile Wallet 
 N/A 

 
 

3) Executive with a merchant services provider of credit cards, terminals and offline/online pay tech; repeat source 

I would rate the threat of Apple 
Pay as significant but medium. 
The threat is not 
inconsequential, but it is not 
overwhelming at this time 
either. Long term, it could be a 
big threat, but it’s way too 
early. PayPal is in pretty good 
shape. 

President of an e-payment consultancy 

https://www.cybersource.com/
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PayPal continues to grow but still is a micro-merchant payment solution that caters to businesses making $10,000 or 
less per month. It is also ideal for startup companies, but overall it remains most visible in the ecommerce space. The 
acquisition of Braintree serves as its ticket to working with larger merchant accounts, but this category is dominated by 
the traditional bank and credit card companies like Visa, MasterCard Inc. (MA) and American Express. Key payment 
services for midsize companies are First Data, Heartland Payment Systems Inc. (HPY) and Wells Fargo & Co.’s (WFC) 
Dharma Merchant Services. PayPal’s direct competitors are Square and Stripe, while Apple Pay’s position is yet to be 
determined. 

Nov. 21, 2014, summary: This source said PayPal served as a small merchant payment provider for online services. 
Apple Pay’s entry into the mobile payment space posed a formidable challenge to all mobile pay companies, but it was 
too soon to tell whether a specific company or technology would take the lead. The mobile payment sector, especially for 
POS pay, was chaotic and in flux. Even meeting the merchant requirement for EMV seemed clouded. The source said 
recently released credit cards by some major banks suggested card issuers intend to stick with magnetic stripes. 

Users 
 N/A 
Merchants 
 “PayPal will continue to increase the number of merchants using it services, but I see it as more of an incubator 

service for new companies and startups, especially those selling online. It is so easy to get set up with PayPal and to 
integrate with a shopping cart. There are no monthly fees. Its appeal remains high. PayPal is an aggregator and best 
suited for merchants who don’t need to set up their own separate merchant account.” 

 “Braintree brought PayPal into a new space that they had not played in before. Braintree was already a popular 
merchant solution, with more upscale customers and options and serving different verticals. Braintree will extend the 
merchant growth, and it is seen as somewhat separate from PayPal.” 

 “I think merchants are generally indifferent about PayPal [the brand]. It is 
one of many solutions to use, especially online. We don’t see them as 
much at the POS purchase.” 

 “We refer merchants to PayPal when they do under $10,000 a month in 
business, which is PayPal’s sweet spot. I still see PayPal as a micro-
merchant provider. We don’t see PayPal as a threat, obviously, but we do 
consider them a competitor within our space.” 

 “PayPal is a disadvantage for some merchants, especially if they do a high 
volume. We can provide next-day funds, as can others, and PayPal can’t do 
that. They are known to hold funds, which is done through their loss-
prevention department to lower risk. That’s a problem for some 
merchants. Also if you are doing a lot of volume, the fee of 2.9% and 30¢ 
is a huge margin. There is no benefit for the experienced merchant who 
does volume.” 

 “Other reasons a merchant would avoid PayPal stems from the lack of 
customer service and the longer chargeback period. It is difficult to get 
answers from PayPal, so anyone who needs tech support or special 
attention would not be happy with PayPal. Their customer support is 
terrible and trying to get through to them to ask basic questions is 
impossible. You have to do a certain amount of volume for PayPal to work for you. But the larger the merchant and 
the larger you get, the more services you need.” 

 “The alternative for merchants would be the more traditional merchant pay providers such as Heartland Payment, 
First Data or Dharma Merchant Services.” 

 “We do have a long history with PayPal, and we used to partner with them. But now for B2B payments we send the 
data through Authorize.net, which is owned by Visa and was the precursor to PayPal. We do see that PayPal keeps 
trying to reinvent itself. Like Square, it is still a solution for the micro-merchant vendors.” 

 “Square and Stripe compete most directly with PayPal.” 
 “There are so many other [white-label] gateways out there already that have mature technology and are providing 

white-label service. PayPal is not a trusted name in this space.” 

Braintree brought PayPal into a 
new space that they had not 
played in before. Braintree was 
already a popular merchant 
solution, with more upscale 
customers and options and 
serving different verticals. 
Braintree will extend the 
merchant growth, and it is seen 
as somewhat separate from 
PayPal. 

Executive 
Merchant services provider 

https://www.mastercard.us/en-us.html
https://www.heartlandpaymentsystems.com/
https://www.dharmamerchantservices.com/
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 “In the card-present [offline merchant] space, the merchant can either swipe a card or you can pay with a phone and 
never hand over a card. The rates are different. PayPal is rooted in ecommerce and is now trying to do POS. It’s too 
soon to tell. The question is, do consumers have loyalty to PayPal?” 

 “The large traditional companies like Visa and MasterCard and Discover [Financial Services/DFS] have such a 
stronghold and monopoly on the larger merchant industry, and I can’t imagine what anyone would come up with that 
would be so compelling for a merchant or consumer to switch. PayPal will see growth in certain merchant segments 
and will be one of many services provided by merchants.” 

 “Visa and MasterCard were talking about working with individual merchants as part of PayPal, and the idea was to 
then charge companies like ours a fee as processors. That would have made PayPal a direct competitor. But Visa 
instead decided to take an equity position in Square, and because of that investment, they have backed off.” 

Apple Pay/Amazon Payments 
 “Apple is a threat. With Apple, you can use your phone to pay through your Visa or American Express or MasterCard 

account. So if you go to Walgreens, you can simply choose the card of choice that is in your Apple Pay account. The 
benefit is you do not have to carry a bunch of cards with you—just the phone.” 

 “I don’t see Amazon Pay established as such yet, and I do not know how it will play out. It’s too soon to assess its 
threat.” 

Mobile Wallet 
 N/A 

 
 
 
5) Online Customer Survey 
In Blueshift Research’s March online survey of 1,020 U.S. consumers, nearly twice as many respondents reported using 
PayPal more often year to year as those who cited decreased use of the service. Still, nearly 40% said they do not use PayPal 
at all. PayPal was most commonly used for online payments with retailers, eBay payments, and peer-to-peer transactions or 
transfers. PayPal was not being used as a mobile wallet or mobile payment in brick-and-mortar retailers or in restaurants. 
 
 
The number of respondents using PayPal significantly more often (5%) than a year ago was nearly the same as those using it 
significantly less often (5.6%). Still, those claiming PayPal usage of somewhat more (6.4%) and slightly more (9.8%) far 
outpaced those whose use was somewhat (3.1%) and slightly (1.7%) less year to year. 
 
1. How would you describe your use of PayPal compared with a year ago? 

 21.2% have used PayPal more often compared with a year ago. 
o 5% have used it significantly more than a year ago. 
o 6.4% somewhat more. 
o 9.8% slightly more. 

 
 10.4% have used PayPal less often compared with a year ago. 

o 5.6% have it significantly less. 
o 1.7% somewhat less. 
o 3.1% slightly less. 

 

https://www.discover.com/
http://money.cnn.com/2016/02/12/investing/visa-square-jack-dorsey/


 

 301 Battery Street, 2nd Floor, San Francisco, CA 94111 | www.blueshiftideas.com 
18 

PayPal Holdings Inc. 

 
2. Where/how do you use PayPal? Select all that apply. 

 38.4% use PayPal for online payments with retailers—70% more than the next most popular answer. 
 22.6% use PayPal for eBay payments, nearly twice as much as the next most popular answer. 
 11.4% use PayPal for peer-to-peer transactions or transfers. 
 9.1% use PayPal for mobile payments for online purchases. 
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Secondary Sources 
These three secondary sources focused on Braintree providing an advantage and new business opportunities for PayPal, as 
well as on the influence of the new chip technology in credit cards, with strong results in lowering instances of fraud. 
 
 
March 31 TechCrunch article 

Braintree launched a new system that brings its payments platform to more merchants, making it easier for merchants to 
accept credit cards and shoppers to store credit cards securely. 

 “PayPal-owned payments platform Braintree today announced the launch of Braintree Auth. The system lets e-
commerce platforms give their merchants easier ways to enable payments on their online storefronts. It also lets 
service providers access customer and transaction data on merchants’ behalf. The move signals Braintree’s attempt 
to expand its reach into the SMB market, as competition with startups like Stripe heats up.” 

 “With Braintree Auth, e-commerce platform owners, as well as shopping cart providers and recurring billing services, 
can now make it easier for their merchant customers to accept credit cards, debit cards, and PayPal payments on 
their own storefronts through a single interface for shoppers.” 

 “The system also introduces a secure way for shoppers to store their cards with a website, then have those cards 
shared with other connected merchants also using Braintree to power their payments.” 
 

April 8 Investor’s Business Daily article 
Jet.com has become a client of Braintree based on the latter’s emphasis on security, pricing and service. 

 “PayPal subsidiary Braintree managed to nab e-tail startup Jet.com, a rising Amazon.com rival, as a client because of 
its security features, pricing and service, a Jet.com executive said.” 

 “Katie Finnegan, head of corporate development, told IBD that payments firm Braintree is ‘very startup friendly’ and 
that the PayPal company has a ‘clear development roadmap.’” 

 “Privately held Jet.com had a number of payments services options besides Braintree, including developing its own 
payments technology, which is the route Amazon.com has taken.” 
 

April 19 USA Today article 
Credit cards with chip technology designed to decrease fraud are succeeding, according to Visa, which stated that 
infractions fell 18% for five of the biggest merchants with the highest instances of fraud in 2014. Alternatively, five other 
merchants not yet using the chip technology saw an 11% increase in fraud. 

 “The new chip-enabled cards flowing into the U.S. marketplace have already made a dent in fraud, with some of the 
biggest merchants seeing a dip of more than 18% in counterfeit transactions, according to Visa.” 

 “Among the 25 merchants who were suffering the most instances of counterfeit fraud at the end of 2014, five that 
began processing credit and debit cards equipped with the new EMV technology saw those infractions fall 18.3% as 
of the final quarter of 2015, says Stephanie Ericksen, vice president of risk products at Visa. Meanwhile, five of 
those merchants who were not yet equipped to handle chip-enabled cards saw an increase in fraudulent 
transactions of 11.4%.” 

 “To usher the transition along, a shift occurred as of last October. Merchants who didn’t have a terminal that could 
process a chip card when presented could be liable, instead of the bank, if fraud occurred on that transaction.” 

 “Visa says that it has issued roughly 265 million chip enabled credit and debit cards so far, making the U.S. the 
world’s biggest market. And over one million, or about 20%, of merchant locations were processing chip cards. … 
MasterCard meanwhile says that as of last month, 70% of its consumer credit cards were chip equipped, a 50% 
bump since October of last year.” 

 
 
 

Additional research by Carolyn Marshall and Chris Aylott. 
 
 

http://techcrunch.com/2016/03/31/paypals-braintree-auth-launches-to-bring-its-payments-platform-to-more-merchants-service-providers/
https://www.braintreepayments.com/blog/-introducing-braintree-auth/
https://www.braintreepayments.com/blog/-introducing-braintree-auth/
http://www.investors.com/news/technology/how-paypal-hooked-e-tail-startup-jet-com/
http://www.usatoday.com/story/money/2016/04/19/some-major-merchants-see-dip-counterfeit-fraud-thanks-chip-cards-visa-says/83194722/
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The Author(s) of this research report certify that all of the views expressed in the report accurately reflect their personal views about any and all of the subject securities 
and that no part of the Author(s) compensation was, is or will be, directly or indirectly, related to the specific recommendations or views in this report. The Author does not 
own securities in any of the aforementioned companies. 

OTA Financial Group LP has a membership interest in Blueshift Research LLC. OTA LLC, an SEC registered broker dealer subsidiary of OTA Financial Group LP, has both 
market making and proprietary trading operations on several exchanges and alternative trading systems. The affiliated companies of the OTA Financial Group LP, including 
OTA LLC, its principals, employees or clients may have an interest in the securities discussed herein, in securities of other issuers in other industries, may provide bids and 
offers of the subject companies and may act as principal in connection with such transactions. Craig Gordon, the founder of Blueshift, has an investment in OTA Financial 
Group LP. 

© 2016 Blueshift Research LLC. All rights reserved. This transmission was produced for the exclusive use of Blueshift Research LLC, and may not be reproduced or relied 
upon, in whole or in part, without Blueshift’s written consent. The information herein is not intended to be a complete analysis of every material fact in respect to any 
company or industry discussed. Blueshift Research is a trademark owned by Blueshift Research LLC. 
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