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SUMMARY 

This module is designed to introduce the user to the concept of online payments. It’s 

objective is to familiarize users with the different means electronic payments are done and 

in which way they are helping in the day-to-day transactions. 

 

KEYWORDS 

Online payments, e-payment system, cards, e-commerce, online shopping, credit cards, 

debit cards, online bank account 

 

MODULE OBJECTIVES 

Actions / Achievements 

Understand the difference between online and offline payments, why do online payments 
are needed and how they are working. 

Knowledge Skills Competencies 

Common payment systems 

 

Learn about the online 
payment system 

Identify the different e-
payment methods 

Be aware of the pros and 
cons of  online payment 

 

Acceptance and confidence 
in the e-payment system 
and awareness of the 
means and use of online 
payment methods. 

Credit and Debit cards use 
for online payment 

Distinguish credit from 
debit cards 

Use a credit or debit card 
for online payment 

 

Ability to make a 
transaction using a credit or 
debit card 
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UNIT 1: Common payment systems 

 

Outcome 

Learn about the online payment system, identify the different e-payment methods and 

become aware of the pros and cons of online payment. 

 

 

Introduction to online payment system 

What is the online payment (or electronic payment) system? 

An online payment is a way of making transactions or paying for goods and services through 

an electronic mean, without the use of cash or checks. 

Computers and the internet can save time and hassle with their convenience and speed, 

especially if someone finds it hard to get around. With just an online access, someone can: 

● Do banking transactions 

● Pay almost all bills like water bills, electricity bills, phone bills etc 

● Buy tickets for movies, theatre and other entertainment 

● Order meals or groceries 

● Shop for clothes, household items, music, movies or almost anything 

● Hire movies 

● Email and send pictures to friends and family anywhere in the world 

● Talk to friends and family anywhere in the world using programs such as Skype 

● Lodge forms with health providers and some government organisations 

● Learn—from short courses to a PhD 

The online payment system has grown increasingly over the last decades due to the recent 

advancements in technology, creating growing spread of internet-based banking and 
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shopping. As the world advances more with technology development it also becomes 

possible for users to utilise electronic devices at any location and time for performing e-

commerce transactions, besides services like reading e-mail and web browsing. As these 

increase, improve, and provide ever more secure online payment transactions, the 

percentage of traditional cash and check transactions will decrease. 

 

Some history 

The origin of online payment and e-commerce in general, is related to the beginning of the 

internet, which revolutionized the world like nothing before. After all, without world wide 

web, there wouldn’t be any online stores and electronic services. Internet starts in 1969 as a 

military network which was intended to be communication network in the Vietnam war 

years. The main turning point though, happened in 1989 by using the so-called “sites” or 

“pages”, making information easier to publish and access on the internet. Along with the 

internet development, pioneer online payment services started to operate in the first half of 

the 90s, which however, were not user-friendly at all and required specialized knowledge. 

Most of the online payment systems existing nowadays, are easy to use with the payment 

process minimized to a few simple steps. They are website or application based, which 

means there is no need to install a distinct software or buy special equipment, which was 

the case a few years ago. Today, e-payments can be done by any device connected to the 

internet. 
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How online payment works? 

Online payments are made instantly, by entering some information into the user’s web 

browser and clicking the mouse, so it’s convenient and saves lots of time. When buying 

something online, a person doesn’t need actual money, but have to enter the payment 

information into the payment form. 

The entire process begins when a customer visits the merchant’s site and adds to the cart 

items (products or services) they want to buy. Then, the user needs to fill out the payment 

form with certain information (e.g. card number, expiration date, CVV code1, address). 

Depending on the payment method, the customer is either redirected to external service or 

bank’s website or continues the payment on the website or in an application. 

 

In general, e-payments are considered a fast and secure alternative to traditional payment 

methods, such as bank transfers, checks, etc. Accepting electronic payments comes with lots 

of benefits for both users/consumers and merchants (of any size). 

 

Online payment methods 

There are quite a number of online payment methods and services that have been 

developed within the payment system around the globe and are in use today. These include 

e-cash, credit cards and electronic fund transfers. 

                                                        
1 "Card Verification Value" is a 3 digit number on credit and debit cards 
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Cards 

Credit cards constitute a popular method of online payment but can be expensive for the 

merchant to accept because of transaction fees primarily. Debit cards constitute an excellent 

alternative with similar security but usually much cheaper charges.  

 

E-Wallets 

Besides card-based payments, alternative payment methods have emerged and sometimes 

even claimed market leadership. E-wallet is a form of prepaid account that stores user’s 

financial data, like debit and credit card information to make an online transaction easier. 

Bank payments 

This is a system that does not involve any sort of physical card. It is used by customers who 

have accounts enabled with internet banking. Instead of entering card details on the 

purchaser's site, in this system the payment gateway allows one to specify which bank they 

wish to pay from. Then the user is redirected to the bank's website, where one can 

authenticate oneself and then approve the payment. Typically, there will also be some form 

of two-factor authentication. Some services, let merchants embed its iframe on their 

website so consumers can pay without being redirected away from the original site. 
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Pros & Cons of online payment 

E-payment systems are made to facilitate the acceptance of electronic payments for online 

transactions. With the growing popularity of online shopping, e-payment systems became a 

must for online consumers — to make shopping and banking more convenient. It comes 

with many benefits, such as: 

● Reaching more clients from all over the world 

● More effective and efficient transactions — It’s because transactions are made 

in seconds (with one-click), without wasting customers’ time. It comes with 

speed and simplicity 

● Convenience. Customers can pay for items on an e-commerce website at 

anytime and anywhere. They just need an internet connected device 

● Lower transaction cost and decreased technology costs 

● Expenses control for customers, as they can always check their virtual account 

where they can find the transaction history 

● Today it’s easy to add payments to a website, so even a non-technical person 

may implement it in minutes and start processing online payments 

● Payment gateways and payment providers offer highly effective security and 

anti-fraud tools to make transactions reliable 

..and some drawbacks as well: 

● E-commerce fraud is growing at 30% per year. If someone follows the security 

rules, there shouldn’t be such problems 
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● The lack of anonymity — For most, it’s not a problem at all, but the user needs 

to remember that some of personal data is stored in the database of the 

payment system 

● The need for internet access — As someone may guess, if the internet 

connection fails, it’s impossible to complete a transaction, get to an online 

account, etc. 
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UNIT 2: Credit and Debit cards use for online payment 

 

Outcome 

Distinguish the different forms of bank cards; credit and debit cards. Use of the credit or 
debit card for online payments 

 

Introducing Credit and Debit cards 

Credit Card 

Credit cards are the most popular mode of online payment. Credit card applicability is one of 

the strongest factors which contribute to its extensive use all over the world. Nonetheless, it 

is not considered feasible for making small payments since they require huge fees. The most 

important advantage of credit cards is the ease-of-use they provide in performing 

transactions online from any part of the world and in no time. Moreover, they can be 

obtained easily without the burden to possess any additional hardware or software for 

making them work. The authentication of card-holder is simply provided using credit card 

number, a name and expiry date. In order to keep the personal information of users secure, 

complementary systems, like Verified by Visa and MasterCard SecureCode have been 

developed by credit card companies. Moreover, this payment mode offers users with the 

provision of password creation which they use for shopping online via credit cards 

Debit Card 

Debit cards are gaining popularity with each passing day and have become the most popular 

cashless payment method all over the world. As compared to credit cards, the payments 

made via debit cards are withdrawn from the consumer’s personal bank account and not 

from any intermediary account, so customers who want to spend online within their 

financial limits prefer to pay with their debit cards. Furthermore, they have a higher level of 

security than credit cards due to the requirement of extensive identifications demanded by 

banks. 

 

Mobile wallet and Smart Card 

Mobile wallets 

Using mobile wallets, users are allowed to install an application in their smart-phones which 

they can employ for making offline as well as online purchases. In future, mobile wallets are 

assumed to offer more convenience to customers in making transactions with the help of 
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technologies which connect smart-phones and the physical world via sound waves, cloud-

based solutions, QR codes, etc. 

PayPal 

PayPal is a global e-commerce business allowing online payments and money transfers to be 

made through the internet. Online money transfers serve as electronic alternatives to paying 

with traditional paper methods, such as cash, cheques and money orders. PayPal is an 

acquirer, a performing payment processing for online vendors, auction sites, and other 

commercial users, for which it charges a fee. It may also charge a fee for receiving money, 

proportional to the amount received. The fees depend on the currency used, the payment 

option used, the country of the sender, the country of the recipient, the amount sent and 

the recipient's account type. 

Smart Card 

It is a plastic card embedded with a microprocessor that has the customer’s personal 

information stored in it and can be loaded with funds to make online transactions and 

instant payment of bills. The money that is loaded in the smart card reduces as per the usage 

by the customer and has to be reloaded from his/her bank account. 

General steps to make an online payment: 

 

1. The buyer chooses a product or service to purchase, on using their cell phone, tablet 

or computer 

2. Submits the payment request through entering the usual information about the 

payment card required for online payment such as the holder’s name, card number, 

its expiry date and three-digit security code (CVV) 
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3. The service provider routes the data via a secure connection to the buyer’s bank or 

credit card company 

4. The buyer’s bank either approves or declines the transaction based on the buyer’s 

available funds or credit. If approved, the transaction is routed back to the payment 

provider to be processed 

5. The payment provider stores the transaction and send a record to both the seller and 

buyer (e-mail and/or sms) 

6. The goods or services are sent to the buyer and the buyer’s bank sends the funds to 

the seller 
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EXERCISES 

 

Case Study 1: Online electricity bill payment 

Carry out an online payment of the electricity bill by using e-banking 

Let’s suppose that you receive the following electricity bill. Describe the steps in order to pay 

it through your online bank account. 
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Case Study 2: Order groceries online and pay by card 

Suppose you need to buy some groceries by using a related online service and pay by card. 

Describe the steps needed to do the shopping. 
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FURTHER READING AND RESOURCES 

 

A Compendious Study of Online Payment Systems - pdf 

https://thesai.org/Downloads/Volume8No5/Paper_32-

A_Compendious_Study_of_Online_Payment_Systems.pdf 

E-commerce in short 

https://en.wikibooks.org/wiki/The_Computer_Revolution/E_commerce/Online_Banking 

Understanding online payments - Youtube video 

https://www.youtube.com/watch?v=gG5kLlfZcik 

Payment methods in focus - Part 1 - Report 

https://www.thepaypers.com/expert-opinion/-alternative-payment-methods-in-focus-

trends-and-developments-part-1/774978 

Payment methods in focus - Part 2 - Report 

https://www.thepaypers.com/expert-opinion/-alternative-payment-methods-in-focus-

trends-and-developments-part-2/775210 

Online banking and payments 

http://www.finsmes.com/2017/12/online-banking-and-payments-innovative-solutions-on-

the-horizon.html 

Municipality of Karditsa - Electronic payments (GR) 

https://dimoskarditsas.gov.gr/ilektronikes-ypiresies/ 

Digital divide between young and elderly people 

https://journals.uic.edu/ojs/index.php/fm/article/view/1286/1206#p2 

Internet privacy tutorials 

https://techboomers.com/p/internet-privacy 

Online payment videos - Wordpress tv 

https://wordpress.tv/tag/online-payments 
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SOLUTION OF EXERCISES 

 

Solution of Case Study 1: Online electricity bill payment by using e-banking 

1. Open web browser and type the your bank web banking url (e.g. 

web.bankofkarditsa.gr) 

 

2. Sign in using your correct username and password to enter your online account 

3. This is your online account window. Check your account balance and click on 

“payments” 

 

4. On the relevant bar search for your electricity provider company and enter the 

payment form 
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5. Find at the electricity bill the “electronic payment code number”. Usually is written 

close to the balance due. 

 

6. Fill in the form with the correct electronic payment number, your name (if it matches 

to the electricity user on the bill), the correct balance due and proceed to the 

payment 
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7. Next, depending on your web banking, you may see another relevant window, asking 

you to put a pin code number that you have received by sms. Payment is done only 

when you see on the web banking window the message “Payment successful!” 

8. Log-out from your online bank account. 
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Solution of Case Study 2: Order groceries online and pay by card 
 

1. Visit an online grocery store (in our example e-fresh.gr, but there are plenty out 

there), log in, place your order and move to “payment” window 

 

 

2. Fill the needed forms regarding the recipient and delivery details and at “payment 

method”  choose “payment by card” 
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3. Then you are routed to via a secure connection to the service’s bank or credit card 

company. There, you carefully enter the needed card details which you find only on 

your card (cardholder’s name, card type, card number, expiry date, CVV number) 

 

4. The payment is only done after you click on “continue” button. 

 


