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The Credit Card Revolution is Still Underway — the Unstoppable ‘Square’

TAKAHASHI, Yoichi Research Fellow, KDDI Research Institute

““Square,” which paved the way for small and mid-sized businesses, and even
individuals to accept credit card payments, is achieving rapid growth. It has completed
four successful funding rounds, and is currently processing $10 billion annually.
Considering that Starbucks has now started accepting Square payments at its 7,000
coffee shops throughout the U.S., the business seems set for further growth.

Given the sluggish economy, a great many companies are struggling for revenue
increases, and many, including financial institutions and credit card giants, are trying to
find new revenue streams in the mobile payment business, and their entering this
niche market has lead to increased competition. Some rivals are providing lower fees,
or expanding faster internationally than Square. However, it is noteworthy that Square
is making remarkable growth despite such tough conditions.

Underpinning the remarkable growth of Square has been a dedication to improving
the quality of its service, although this may not necessarily be enough to ensure that it
will eventually succeed in the highly competitive marketplace. Companies that rise to
the top in the field of credit card payments may be the ones that do not compete on
transaction costs alone, but rather distinguish themselves in the market by value
adding to their services, or some other area of differentiation. Square is positioning
itself to create this type of advantage by not only providing a means for credit card
payments, but by bringing innovative trading experiences to both merchants and
consumers.

This report illustrates how Square has achieved its rapid growth, and introduces the
background and latest trends within the industry, with a view to highlighting some
factors contributing to this growth.
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