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Increase public transport share and net revenues ...

... by reducing costs and removing obstacles to 

spontaneous travel

ÅWhat obstacles to travel can be removed?

ÅWhat costs can be reduced?

How can contactless bankcards help?
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Card Scheme Operator or Bankcard Accepting 
Merchant ïWhere do the costs differ?

Card Scheme Operator

ÅCost-based transaction 

ópricingô (inc. 3rd party costs)

ÅAll scheme costs ultimately 

reside with Transit Agency

ÅAll liabilities ultimately reside 

with TA (e.g. fraud)

ÅTypically bespoke/ 

tailor-made systems

ÅExpensive to enable third 

party distribution channels

ÅLocal scheme economics 

Card Accepting Merchant

ÅCommercial/competitive 

transaction pricing

ÅCosts shared among the 

scheme participants

ÅLiabilities shared among the 

scheme participants

ÅParticipation in a generic/ 

standardised system

ÅEasier to enable 3rd party 

distribution if needed at all

ÅGlobal economies of scale
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Reduce queue times and engage customers by 

making contactless bank cards a transport reality

ÅñWeôve got ticketing solutions that work perfectly well, 

why do we need PayPass?ò

ï Tickets mean having to make a purchase before you 

can travel

ï Purchase before travel means queues for a significant 

proportion of customers

ï How to remove the queues?  Remove the need to 

purchase before travel

PT = Public transport

Increase PT share and reduce costs by ...
Removing obstacles to spontaneous travel
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ñWelcome to London! ïEurostar passengers 
arriving at St Pancras International stationò

Words and image provided by Transport for London
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Reduce queue times and engage customers by 

making contactless bank cards a transport reality

ÅñWeôve got ticketing solutions that work perfectly well, 

why do we need PayPass?ò

ï Removing the need to purchase a ticket also removes 

the need to choose a ticket

ï Ticket selection can be daunting especially for visitors 

from óout of townô

ï This alone can prove sufficient incentive for travellers to 

choose taxi or private car over public transport

Increase PT share and reduce costs by ...
Removing obstacles to spontaneous travel
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Adult Tariff:

9 óticketô types x 67 zone combinations

= 603 possible fares

... and óAdultô is only one of 7 tariffs

Ticket selection can be daunting - especially 
for visitors from óout of townô

16:50:10
Slide content courtesy of Transport for London
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ñSweden weighs benefits of ditching cashò BBC  17-July-10

ïAfter a series of attacks against bus drivers, Sweden's health and 

safety authority stepped in and told the bus companies they had 

to find a way of protecting the cash more securely. The result was 

that buses stopped accepting notes or coins. 

ï "All indications are that there have been a lot fewer problems on 

the buses. The drivers are very happy with the situation," says 

Bernt Nilsson of the Swedish Work Environment Authority.

ÅSweden ïmore perhaps than any other market in Europe ï

is showing the signs of readiness to move away from cash

ÅFor this to happen a payment solution is needed for those 

everyday purchases where today cash dominates:

ïA sandwich, a cup of coffee, a bus ride ...

ÅThis is one of the roles that PayPass was designed to play

Sweden ï
Taking the War on Cash to the next stage
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ÅProven globally interoperable technology

ïOver 92 million PayPass cards and devices issued*

ïAround 311,000 PayPass merchant locations*

ïPayPass has been rolled out in 36 countries*

ÅDoes not require the creation of new business 
relationships and processes

ïEmploys existing ó4-partyô model (cardholder, issuing 
bank, merchant and acquiring bank)

ÅNo need to share secret cryptographic keys

ïTerminal simply loaded with MasterCard public key

Global PayPassÊ Status Update and 
Acceptance Model

*SOURCE:  http://www.paypass.com/performance_insights.html  (March 2010)
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ÅOver recent months, PayPass has gained significant 

interest in the banking and merchant community in all 

Nordic countries

ÅA number of banks, retailers and merchants are 

actively working on preparing for PayPass deployment 

in all Nordic countries

ÅSeveral banks and merchants in Sweden have 

advised us that they intend to start PayPass

deployment before year end

PayPass in the Nordics
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¯Prepaid for Transit

° Offline transit transactions 

using PayPass technology

° Acceptance limited to cards 

purpose-issued for transit

MasterCard Transit Solutions -
Five General Types

Issuance Solutions

ÅCo-brand Cards

ï Standard co-brand with transit 

merchant

ï Not necessarily used óin transitô

ÅHybrid Cards

ï Separate contactless transit 

application on card/chip

ï May or may not include PayPass

Acceptance Solutions

ÅRetail-like Acceptance

ï Fully compliant PayPass acceptance 

(e.g. supports real-time online issuer 

authorisations)

ï Less suited to complex fare calculation

ÅóPay As You Goô PayPass

ï PayPasscard used as óaccess tokenó 

ï Fare calculated later in back office 

(can support very complex fares)

PROP = Proprietary for transit
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¯Prepaid for Transit

° Offline transit transactions 

using PayPass technology

° Acceptance limited to cards 

purpose-issued for transit

MasterCard Transit Solutions -
Focussing on Open Loop Acceptance

Issuance Solutions

ÅCo-brand Cards

ï Standard co-brand with transit 

merchant

ï Not necessarily used óin transitô

ÅHybrid Cards

ï Separate contactless transit 

application on card/chip

ï May or may not include PayPass

PROP = Proprietary for transit

ÅRetail-like Acceptance

ï Fully compliant PayPass acceptance 

(e.g. supports real-time online issuer 

authorisations)

ï Less suited to complex fare calculation

ÅóPay As You Goô PayPass

ï PayPasscard used as óaccess tokenó 

ï Fare calculated later in back office 

(can support very complex fares)

Acceptance Solutions
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ÅWe Do:

ïMaintain our global brands (MasterCard & Maestro)

ïOperate a global payments network (Banknet)

ïSet rules and standards and develop open specifications

ïSet Interchange (the issuerôs share of a transaction fee)

ÅWe Donôt:

ïIssue cards

ïAcquire transactions (from merchant terminals)

ïSet Merchant Service Charges

ïHave a direct relationship with cardholder or merchant

ïMake or sell products (such as cards and terminals)

The Role of MasterCard

16:50:10
Page 13



©2011 MasterCard.
Proprietary

For transit schemes interoperability is highly 

desirable; For payments, it is a necessity ...

ÅTransit cards ïtypically a single system engineered as a whole

ÅDedicated transit card schemes (such as Oyster) wherein the 

cards, readers and other system components are engineered 

together as parts of a single highly integrated solution.

ÅPayment cards ïa global infrastructure with many participants

ÅA global card payments system such as MasterCard requires 

that cards, readers and infrastructure deployed by thousands of 

different financial institutions working with numerous different 

suppliers around the world are fully compliant with global 

standards in order to ensure global interoperability.

Focussing on Interoperability ïDifferent 
Industries Have Different Business Drivers

16:50:10
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The Challenge of Interoperability ï
Multiple-sourcing at Multiple Levels

Dedicated Transit Card (Typical) Contactless Payment Cards

Single chip supplier Variety of chip suppliers

Single chip configuration/interface Variety of chip configs/interfaces

Single model of chip Variety of models of chip

Single physical card manufacturer Variety of card manufacturers

Single antenna configuration Variety of antenna configurations 

Single method for insertion and bonding Variety of methods to insert and bond

Single card app developer (if any) Variety of card application developers

Single method of card personalisation Variety of methods of card perso

Single card perso service provider Variety of perso service providers

16:50:10
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ÅAs of 1st September 2010* ...

EMV Migration ïThe Worldôs Biggest 
Interoperability Project?

ÅOver 500 million in Western Europe

Over 1 billion EMV cards issued (36% of all cards)

ÅAlmost 10 million in Western Europe

Over 15 million EMV terminals deployed (65%)

ÅOf which 74 now closed.  

Å12 open, comprising ...
Å8 identified as vendor/member implementation problems

Å2 require clarification to EMV specifications or testing

Å2 for which analysis is not yet complete

Only 86 total óinteroperability incidentsô reported

* SOURCE: www.emvco.com (November 2010) 16:50:11
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ÅTechnical Interoperability

ïMedia level ïsame card used across multiple systems

ïApplication level ïsame card application

ïData/Product level ïdata written by one system can be 

read and used by another

ÅAll of the above create a technical platform for 

interoperability

ÅFor interoperability to actually be realised requires:

ïBusiness relationships and agreements

ïBusiness processes with security and trust mechanisms

ïFrequently a far bigger challenge than the technology

Interoperability ïA big technical challenge 
... an even bigger business challenge
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ÅThe payments industry has ïby necessity ïhad to 

overcome the challenges of interoperability

ïFrom both a technical and a business perspective

ÅThis creates an opportunity for the transit industry

ïBecause PayPass is globally interoperable ...

ïA card issued anywhere in the world will work 

anywhere in the world

ÅA card in the pocket of consumers which can be 

used as a means of direct fare collection

The Opportunity for Transit
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Oyster today

ÅComplete multi-operator, multi-

mode smart integrated ticketing 

system

Å46m cards produced to date

ÅAccepted on all TfL and TOC 

rail services and all bus 

services within London

ÅUsed for 83% of all trips ïmain 

non-Oyster usage is TOC-

retailed Travelcards from 

outside London

TOC = Train Operating Company

May 6, 2011
Slide content courtesy of Transport for London

Page 20

An Agency View ïTransport for London

Independent Rail 

Franchises

Managed 

by TfL

http://www.southeasternrailway.co.uk/
http://www.southernrailway.com/
http://www.nationalexpress.com/
http://www.londonmidland.com/
http://www.firstgreatwestern.com/
http://www.firstcapitalconnect.co.uk/
http://www.chilternrailways.co.uk/
http://www.c2c-online.co.uk/
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Big picture ïwhere we have got to?

May 6, 2011
Slide content courtesy of Transport for London

Page 21

An Agency View ïTransport for London

ÅContactless smart ticketing has delivered the 

business case

ï High gate throughput prevents bottlenecks 

constraining ridership growth on rail

ï Fast boarding time minimises bus fleet sizes 

and drives up appeal of bus vs. car

ï Fraud has been hammered

ÅCould we do this even better?

ÅBut Oyster has issues:

ï Expense is uncomfortably high given TfLôs

need to reduce operating expenditure

ï Customer experience is far from perfect
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Majority of public transport fares come 
from infrequent or irregular customers

ñCommutersò

ñNon-commutersò

May 6, 2011
Slide content courtesy of Transport for London
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These customers tend to drive the split of 
costs in TfLôs fare collection system

How much of this 

could be 

eliminated?

May 6, 2011
Slide content courtesy of Transport for London
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Oyster isnôt the perfect offering for these 
customers ïsome things could be better

ISO14443 standard contactless ïfast & intuitive

Pay As You Go travel with daily capping ïintuitive 
product that eliminates deliberate ticket purchase 

as a barrier to travel & drives up ridership

Data stored on the card ïmakes it difficult to 
accurately offer customer information online

Stored value purse on card ïñnon-commutersò 
have to invest time in managing PAYG balances 

(same applies to weekly season ticket expiry dates)

Oyster is London-specific ïmany visitors donôt 
have it

Keep

May 6, 2011
Slide content courtesy of Transport for London
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An Agency View ïTransport for London

Keep

Change

Change

Change
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Managing e-purses  = 
changing currency at óthe borderô

Welcome to London! ïEurostar passengers 

switching to the Underground at St Pancras

May 6, 2011
Slide content courtesy of Transport for London
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