
With the increasing number of licenses being issued, the question is how both domestic and international players 
in the third party payment market can obtain approval to deliver services within the six major categories of service.

All payment licenses to date have been issued to domestic 
companies – this is the current intention of the Chinese 
government. The companies that have applied to date have 
been operating in the Internet business, 
mobile application, telecommunications, 
technology solutions and travel & 
tourism area.

An analysis of the companies with 
licenses reveals that the top 4 
categories are Prepaid card issuance and management (60%), 
Internet payments (37%), bank card acquisition (24%) and 
mobile payments (17%). Geographically, 22 of the 196 licensees 
have nation-wide coverage with 83 being tied to a specific 

region.  Tier 1 cities have the most licensees with Beijing leading 
with 41 followed by Shanghai with 34 and Guangzhou with 20 
licensees.

Licenses for Internet payments and mobile 
payments are all based on nationwide 

permits where prepaid card licenses are 
limited to autonomous regions or municipals, 

a possible reason for the difference in license 
volumes.  90% of companies that applied for 

bank card acquisition capability are also technology companies 
showing a possible diversion for these organisations.

All payment licenses to 
date have been issued 

to domestic companies.

By now, it should be clear that the center of the 
payments universe is unmistakably moving east. The 
facts are undeniable: in 2010 alone, Asia’s share of 
global payment transaction volumes on general 
purchasing cards increased from 26 percent to 31 
percent. And by 2015, Asia’s purchasing volume is 
expected to be double that of the United States.From emerging to leadingIn part, this massive shift reflects the changes underway 

across Asia. Population growth – while moderated –
continues to spike, meaning more people and therefore 
more transactions. Much of Asia (China in particular) is 
also experiencing increasing levels of affluence and a 
growing middle class which leads to higher levels of 
consumerism and greater household liquidity. Rapid 
urbanization is also catalyzing transaction volumes as 
more people move into cities and start paying for everything from rent to transportation. 

But much can also be said of the impact of mobile on the 
payments ecosystem. Asia’s consumers and businesses 
already enjoy widespread access to the newest mobile 
devices and – with device prices continuing to fall – these 
innovations are increasingly being snatched up by even 
the poorest of citizens. Mobile has also led to greater use of micropayments as 
new app-wielding citizens start to consume services and products in ‘bite 
sized’ pieces (one renminbi, for example, can buy a 
farmer access to local weather forecasts or a thermometer from online auction house Alibaba.com). In 
turn, this is placing increasing upwards pressure on 
transaction volumes.  
Policy drives changeOf course, governments have also played a key role in 
driving the growth of payment transactions in Asia. 
China’s leadership, for example, has prioritized payments, 
outsourcing and cloud computing in the most recent Five 
Year Plan, thereby encouraging the development of the 
payments ecosystem.Interestingly (and in stark contrast to most western 
governments), China sees the development of their 
mobile network as a critical infrastructure play – more 
important in many ways than the building of roads, rails or 
ports – and have therefore invested heavily to ensure that 
mobile solutions are available to all of their 1.8 billion 
people. 

Clearly, China’s leadership recognizes that a functioning, 
efficient and secure payments system is key to maintaining 
growth. Indeed, as the Governor of the People’s Bank of 
China, Zhou Xiaochuan, noted, “The extensive development of China’s payment system in recent years, 
and its safe and efficient operation, has effectively 
supported and promoted economic and social development 
for the country.”

Sprinting down the roadGiven the rapid (and seemingly sustainable) pace of 
change in the east, it should come as no surprise that the 
payments sector in Asia is on the verge of leapfrogging 
their peers in the west. Indeed, with little to no ‘legacy’ 
infrastructure to upgrade, many of Asia’s leading payments 
organizations have found themselves well placed to take 
immediate advantage of the latest systems and technologies. 

What is more, Asian payments participants have quickly 
turned challenge into advantage: Asia’s higher transaction 
volumes have led to lower costs for customers, even while 
the region’s rapid adoption of mobile has pushed payments 
infrastructure out to the most remote of villages.  The bottom line is that the agenda of the global payments 

industry is now largely being driven by the east and – if 
foreign players are not quick to assess the impact of this 
tectonic shift – they may find themselves struggling to 
compete in this bold new world. 

As China looks to redefine its payments industry, many 
organisations – both domestic and global – are keenly 
monitoring what is soon to be the world’s largest 
payments market. Indeed, the real question today is 
not whether China will modernise their payments 
environment, but rather how local and global players 
can take advantage of the opportunities that are now 
emerging. 

An ecosystem evolutionOver the past few years, it has become increasingly 
apparent that China is determined to transform their 
payments industry. The clearest indication comes from the 
Chinese government itself, which, in the 12th Five-Year 
Plan, has made the payments industry a high priority. 

A Tectonic Shift:China as a payments superpower 
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To obtain a license, PBOC require applicants 
to meet  a number of stringent criteria.  
These are designed to encourage a healthy 
and sustainable payments environment.  
Specifically the following criteria must be met:

1. Be established by law as a non-financial   
 Institution China limited liability company or  
 limited company;

2. Have registered and paid up capital of:

 • at least RMB100 million for a  
  nation-wide license

 • at least RMB30 million for a autonomous  
  region or municipal license

3. Have relevant & strong business credentials within   
 their key investors (above 10%);

4. Provide proof of Anti-Money Laundering   
 understanding and measures implemented, 

5. Perform security testing and certification of  
 payment facilities; and

6. Have good financial credit and character   
 standing of the key share holders and  
 key executives.

The guidelines for foreign or foreign joint venture companies has not been resolved 
and therefore the market is yet to be opened to them.   Many of the companies 
that have foreign investors and foreign players such as Paypal, AMEX, VISA, 
Mastercard, etc. are still waiting for permission to participate in obtaining licenses.  

Many global players have taken alternative routes to participate in the growing 
market by establishing partnerships with existing local companies through 
licensing products & establishing service agreements.  Existing Variable Interest 
Entity (VIE) structures are likely to continue to provide their services through 
these existing structures.

The China online market is still very active with 2012 first quarter 
online payment market volumes achieving RMB776 billion, 
representing more than double the previous year.  Licensing 
regulations for non-bank payment service providers seems to 
have helped to provide a healthy environment to spur growth by 
addressing consumer protection and payment security issues.

With 196 licensed companies, competition is tough as the 
payments market is still largely dominated by the big four 
players namely Alipay, Tenpay, ChinaPay and 99Bill.  Fledgling 
companies must now find their core competencies and start 
fighting to secure their futures .   

As the acceptance of the third party payment market grows, 
many of these providers are venturing beyond their traditional 
online gaming and internet business to offer convenient payment 

services for corporate clients in areas including logistics, 
insurance and transportation. These areas are commonly  
where traditional banks are failing to provide adequate  
solutions to date.

Although third-party payment services are developing rapidly, 
China UnionPay is an entity that many of the companies 
continue to work with as it is the only bank card organisation 
in China that operates an interbank transaction system that 
functions across regions and borders.

This said, it is anticipated that the Chinese government and 
PBOC will slowly open the payments market to foreign and 
global players within the next two years and this will then 
allow and encourage increased competition and improved 
development of services for the China market and its consumers.
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